VIA E-MAIL
May 24, 2005

TO:
North American Energy Standards Board (NAESB) Office (naesb@naesb.org)

CC:

Rae McQuade, NAESB President & COO (rmcquade@naesb.org)

FROM:
Jane Lewis, Vice President, Regulatory Affairs, American Gas Association

RE:
Comments of AGA Regarding Proposed Standards Related to Communications between Power Plant Operators and Transmission Service Providers

In April 2005 the North American Energy Standards Board (NAESB) posted for comment its draft business practice standards, which deal with NAESB Standards Request No. R04021 and address communication protocols between power plant operators and natural gas transmission service providers.  The Executive Committees of NAESB’s Wholesale Gas Quadrant  and the Wholesale Electric Quadrant  will consider these proposed standards at their upcoming joint meeting on May 26, 2005.  Pursuant to NAESB’s request for comments, the American Gas Association (AGA) respectfully submits the following comments and hopes that the Executive Committee will thoughtfully consider them during its deliberations prior to voting on whether to adopt the proposed standards.  

While AGA submits a few minor yet important and necessary edits to the proposed standards (see attachment) that are consistent with the standards’ intent, overall AGA supports these standards as a first step toward achieving greater understanding between the natural gas and electric industries.  Enhanced communications standards establish, in a minimally intrusive way, proper channels between natural gas transportation providers and electric power plant operators to mitigate strains on the natural gas transportation grid.  AGA's support for the proposed standards, however, is predicated on certain vital protections that such standards preserve for LDCs. In particular, Standard S1B clearly states that no new rights or services are contemplated by any of these standards, thus preserving the historical services and flexibility that LDCs require and rely upon from pipeline services. Standard S3X goes on to state that PPO requests may not adversely affect scheduled services, anticipated flows, no-notice services, firm contract requirements, and/or general system operations.

AGA has spent considerable time since 2001 considering the impact of electric-fired generation on the interstate natural gas grid.  Electric generators are not new customers to the gas industry.  However, new generation facilities represent a sizable increase in natural gas demand.  Additionally, unlike earlier electric generation loads that are summer peaking, much of the new load is predicted to be winter peaking – coincident with natural gas distribution companies’ peak periods.  It is essential to continued reliable natural gas service that this load be managed appropriately so that it does not interfere with historic loads that are contracted as a firm service.

The characteristics of electric generator loads on natural gas pipelines creates a unique customer class that  places much different demands on interstate pipelines than those posed by LDCs or other firm shippers.   For example:

· electric generation facilities’ service requirements are not as predictable as traditional pipeline customers, and generators may come on or off the pipeline system for a variety of reasons, including wholesale electric prices, conditions on the national or regional electric grid, plant failures, or even just afternoon thunderstorms;

· new generation facilities tend to result in large incremental loads on a pipeline system;

· electric generation facilities, especially peakers, tend to use their delivered fuel over fewer hours in the day than do traditional pipeline customers; and

· electric-generation facilities tend to use their capacity with a great degree of daily and hourly variability. 

In fact the uniqueness of this load profile was recognized by the National Petroleum Council in a 1999 study where it noted that operational, communication, tariff and contract changes would have to be made in order  to meet the needs of electric generators without degrading service to the interstate pipelines’ historical customer base:  

The current delivery system (transmission, distribution, and storage) was built and optimized over decades to meet the design peak-day requirements of firm service customers that were primarily residential, commercial, and to a lesser extent, industrial customers.  The anticipated growth in electricity generation demand for natural gas will require the delivery system to be re-optimized to meet larger off-peak swing loads as well as peak-day requirements ….  Meeting requirements of the electricity generators on a significantly larger scale will entail changes in operational procedures, communications, tariffs, and contracting.  Further, these changes must be accomplished without degrading the historically reliable service to the residential, commercial, and industrial markets.  

Excerpted from A Report of the National Petroleum Council, “Meeting the Challenges of the Nation’s Growing Natural Gas Demand,” Volume I, Summary Report, p. 10 (December 1999).

The proposed NAESB standards are a needed first step.  With AGA’s recommended changes, they should enhance the business communication protocols between operators.  This in turn will lead to a better appreciation for the business profiles between the power and gas sectors and help to alleviate strains on the nation’s energy delivery systems. 

STANDARDS LANGUAGE:
Proposed NAESB WEQ and WGQ Definition:

D1
Power Plant Operator is the term used to describe the entity that has direct control over the gas requirements (e.g., burn rates) for a natural gas-fired electric generating facility(ies) and is responsible for coordinating natural gas deliveries with the appropriate Transportation Service Provider(s) to meet those requirements.  This definition applies to NAESB WEQ Standard Nos. [D2, S1B, S2X, S3X, S7X, S13, S15, and S16] and NAESB WGQ Standard Nos. [D2, S1B, S2X, S3X, S7X, S14, and S16].

Proposed NAESB WEQ and WGQ Definition:
D2
A Power Plant Operator’s Facility is the term used to describe the natural gas-fired electric generating unit(s) under the direct control of the Power Plant Operator.  This definition applies to NAESB WEQ Standard Nos. [S2X, S3X, and S7X] and NAESB WGQ Standard Nos. [S2X, S3X, and S7X].

Proposed NAESB WEQ and WGQ Definition:
D3
Balancing Authority is the term used by the Wholesale Electric Quadrant to describe the entity responsible for integrating electric resource plans ahead of time, for maintaining electric load-interchange-generation balance within its metered boundaries, and for supporting electric interconnection frequency in real time.  This definition includes, but is not limited to, Regional Transmission Organizations and Independent System Operators, and applies to NAESB WEQ Standard Nos. [S15 and S16] and NAESB WGQ Standard No. [S16].

Proposed NAESB WEQ and WGQ Standard:

S1B
The Transportation Service Provider (TSP) / Power Plant Operator (PPO) communication standards set forth in NAESB WEQ Standard Nos. [D1, D2, D3, S1B, S2X, S3X, S7X, S13, S15, and S16] and NAESB WGQ Standard Nos. [D1, D2, D3, S1B, S2X, S3X, S7X, S14, and S16] do not convey any rights or services beyond or in addition to those contained in the TSP’s tariff and/or general terms and conditions and/or do not impose any obligations that would otherwise be inconsistent with FERC (or an equivalent authority) regulations, including affiliate code of conduct requirements.  These communication standards should be used in addition to the NAESB WGQ standard nomination timeline and scheduling processes for the TSP’s contract / tariff services.  In the event of a conflict between any of these communication standards and the TSP’s tariff or general terms and conditions, the latter will prevail.

Proposed NAESB WEQ and WGQ Standard:
S2X
The Power Plant Operator (PPO) and the Transportation Service Provider (TSP) that is directly connected to the PPO’s Facility(ies) should establish procedures to communicate material changes in circumstances that may impact hourly flow rates. The PPO should provide hourly flow rates as established in the TSP’s and PPO’s communication procedures.

Proposed NAESB WEQ and WGQ Standard:

S3X
This standard applies to a Power Plant Operator (PPO) and the Transportation Service Provider (TSP) that is directly connected to the PPO’s Facility(ies) subject to NAESB WEQ Standard No. [S1B] and NAESB WGQ Standard No. [S1B].  A PPO should not operate without an approved schedule pursuant to the NAESB WGQ standard nomination timeline and scheduling processes or as permitted by the TSP’s tariff and/or general terms and conditions, and/or contract provisions, except under emergent circumstances and as provided for in this standard.  In the event that a PPO identifies the need to schedule gas outside of the above referenced nomination and scheduling processes, the PPO should provide daily and hourly flow rates as established in the TSP’s and PPO’s communication procedures.  The PPO and the TSP should work together to resolve the PPO’s request.  The resolution of the PPO’s request should be based upon whether or not it can be accommodated in accordance with the appropriate application of the TSP’s tariff requirements, contract provisions, business practices, or other similar provisions, and without adversely impacting other scheduled services, anticipated flows, no-notice services, firm contract requirements, and/or general system operations.  Where the TSP determines that it is feasible to provide the PPO with changes in flow rates without additional communications, none are required.

Proposed NAESB WEQ and WGQ Standard:
S7X
Subject to NAESB WEQ Standard No. [S1B] and NAESB WGQ Standard No. [S1B], when engaging in communications described in NAESB WEQ Standard Nos. [S2X and S3X] and NAESB WGQ Standard Nos. [S2X and S3X]: 

1. The Power Plant Operator (PPO) should communicate with the Transportation Service Provider (TSP) that is directly connected to the PPO’s Facility(ies) (Directly Connected TSP).  If the Directly Connected TSP determines that requested flow rates are not operationally feasible unless (1) the upstream delivery entity(ies) makes changes to support the requested flow rates and (2) the upstream delivery entity(ies) supports such a process, then, the following communication procedures should be used, if the PPO wishes to pursue the request: 

(a) the PPO should communicate its requested flow rates to the appropriate contractual party(ies) on the affected delivery entity(ies) upstream of the PPO’s Facility(ies),  

(b) as appropriate, the Directly Connected TSP should contact the interconnected upstream delivery entity(ies) regarding the potential flow change; and,

(c) the appropriate contractual party(ies), the upstream delivery entity(ies), and the PPO should work together with the Directly Connected TSP to determine if the PPO’s requested flow rates can be accommodated based upon the appropriate application of the tariff requirements, business practices, contract provisions, or other similar provisions of the affected parties.

2. Conditioned upon the tariff requirements, business practices, contract provisions, or other similar provisions of the affected TSP(s) and/or the ability of such TSP(s) to allow the requested flow rates based on conditions at the time of the request, as well as the ability of the supplier(s) to effect changes in the flow rate, the TSP(s) should accept or deny the PPO’s specific request without adversely impacting other scheduled services, anticipated flows, no-notice services, firm contract requirements, and/or general system operations. 

3. If the affected TSP(s) affirms a PPO's specific requested flow rate, the PPO and the TSP(s) should work together to resolve the PPO’s request based on the appropriate application of the tariff requirements, business practices, contract provisions, or other similar provisions of the TSP(s).  If required, the PPO should ensure that nominations are placed on all affected TSPs.

These procedures will govern such communications unless the applicable parties (including the Directly Connected TSP) mutually agree to create alternative communication procedures that are more appropriate.

Proposed NAESB WEQ Standard:
S13
The Regional Transmission Organizations, Independent System Operators, independent transmission operators, and/or Power Plant Operators should sign up to receive operational flow orders and other critical notices from the appropriate gas Transportation Service Provider(s), pursuant to NAESB WGQ Standard Nos. 5.2.2, 5.3.35, and 5.3.37, unless the party(ies) needing the information has arranged to receive it through an alternative communication process(es).

Proposed NAESB WGQ Standard:

S14
A Transportation Service Provider should provide Regional Transmission Organizations (RTO), Independent System Operators (ISO), any other appropriate independent transmission operators (ITO), and Power Plant Operators (PPO) with notification of operational flow orders and other critical notices through the RTO / ISO / ITO / PPO’s choice of Electronic Notice Delivery mechanism(s) as set forth in NAESB WGQ Standard Nos. 5.2.1, 5.2.2, and 5.3.35 – 5.3.38.

Proposed NAESB WEQ Standard:
S15
Unless otherwise prohibited by agreement, tariff, or protocol rules, a Power Plant Operator should, upon request, provide pertinent information concerning the service level (i.e., firm or interruptible) of its procured gas transportation and gas supply to the appropriate independent Balancing Authority and/or Reliability Coordinator.

Proposed NAESB WEQ and WGQ Standard:

S16
Regional Transmission Organizations (RTOs), Independent System Operators (ISOs), other independent transmission operators (ITOs), and/or independent Balancing Authorities (BAs) should establish operational communication procedures with the appropriate gas Transportation Service Provider(s) (TSP) and/or Power Plant Operator(s).  These procedures should be invoked when either:

1. the RTOs, ISOs, ITOs, and/or independent BAs anticipate conditions that could create a substantial risk for the electric generation capacity to be insufficient to meet near-term electric demand which may be alleviated by gas-fired generation; or,

2. the TSP anticipates conditions that could create a substantial risk for the gas system to be insufficient to meet near-term gas demand.

Training on and testing of such communication procedures should occur periodically. These procedures will govern such communications unless the applicable parties in the gas and electric industry mutually agree to create alternative communication procedures that are more appropriate and meet the parties’ collective regional operational needs. 

