

May 25, 2005

Ms. Rae McQuade

President

North American Energy Standards Board

1301 Fannin

Houston, Texas 77002
Re:  
Duke Energy Corporation Comments on Gas/ Electric Communication Standards – R04021

Dear Ms McQuade,

Duke Energy Corporation appreciates this opportunity to comment on the development of gas – electric communication standards. Duke Energy Gas Transmission joined with KeySpan in requesting the development of an “Energy Day” to enhance the reliability of the gas and electric interface
.  Duke Energy is a diversified company with a portfolio of natural gas and electric businesses which supplies, processes and delivers energy to customers in the Americas. Duke Power Company, leading electric power company, and Duke Energy Gas Transmission, the owner of several major interstate pipelines and storage entities, have been actively involved in the energy day subcommittee work.  While the recommended standards do not go as far as DEGT proposed,   Duke Energy encourages the Wholesale Gas and Wholesale Electric Joint Executive Committee to approve the proposed standards with the understanding that these standards only provide for communication [and provide no additional rights to any customer or class of customers that would not be provided to all customers].  

Duke Energy commends the NAESB Energy Day Subcommittee for the groundbreaking work in developing standards that meets certain needs for communication between the electric industry and the gas industry.  This effort marks the first time the Wholesale Electric and Wholesale Gas quadrants have jointly developed standards at NAESB (other than NAESB governance agreements).  While problems may still exist related to disconnects between the gas and electric industries, the standards represent a good first step in the process of developing needed communication between the gas industry and the electric industry in times of extreme weather or fuel emergency.  Formalizing the exchange of information between the Electric Generators, RTO’s and ISO’s and other electrical endusers and their gas industry counterparties will provide increased reliability of service.

Currently pipeline and the electric industries communicate informally on an ad hoc basis during extreme weather events and often that informal communication is driven by a fuel emergency.  Development of formal communication procedures to be used during periods of extreme weather or other potential emergency will provide structure without imposing specific processes upon either industry.  The operations of pipelines will be enhanced by the added information on daily swings and takes from the electric generators.  Controllers will know what kind of information to expect.  In addition, access to pipeline EBB web sites and electric industry OASIS websites could provide day to day information for operations and planning purposes.  Development of these procedures will save time and provide a basis to swiftly address emergencies.
While the proposed Communication standards represent progress in improving communications, the standards do not address certain fundamental disconnects between Gas and Electric Industries.  The inability of a shipper to nominate his firm capacity at any time devalues the firm capacity.  Currently, Intraday nominations may not have the same priority as timely nominations.  Pipelines are required to treat a timely nomination under a firm contract as primary firm if it is scheduled during the timely nomination cycle and is within all entitlements specified in the firm contract.  Most gas fueled electric generators do not know if they will need to nominate their pipeline capacity at the timely nomination cycle.   The gas pipeline transportation, if nominated after the NAESB WGQ Standard 5.3.1, Timely Nomination Cycle (the cycle that addresses the timely nominations for the day ahead gas market), is considered to be an intraday or late nomination.   A shipper attempting to utilize his primary transportation rights after the timely cycle takes the risk of its pipeline capacity not being scheduled as a result of secondary nominations made and scheduled during the timely cycle which utilize the primary capacity of the shipper who does not nominate timely. (Once secondary nominations have been scheduled, they are to be considered primary.)  The communication protocols, as developed, do not provide the needed coordination to insure that a gas fired electric generator, who obtains firm capacity, will be able to utilize such firm capacity when the generator has received permission from the RTO/ISO to run his plant.  The gas fired electric generator or the shipper must either:

a. nominate the gas pipeline capacity prior to bidding into the electric market and take a chance that the electric market bid will be accepted,
 or 

b. bid into the electric markets without nominating his firm gas pipeline capacity and take the chance that the pipeline will be able to accept a nomination if it is not within the NAESB WGQ Standard nomination timelines and will have enough capacity to schedule gas transportation after the timely cycle.

The inability of the shipper on a gas pipeline to be confident that an intraday nomination will be scheduled creates problems for both the electric and gas industries. Consumers of natural gas, both the electric industry and the Local Distribution Companies should be able to rely on the availability of their firm capacity at any time during the day.  The Local Distribution Company needs to be able to provide reliable service to its customers, especially in times of capacity scarcity. 

The standards provide that communication be established between the gas transportation service providers and the gas fueled electric generators.  The standards call for procedures to be established to communicate material changes in conditions that could impact both hourly and daily gas flows.   Proposed Standard S2X provides a means for the gas fired electric generator notify its directly interconnected Transportation Service Provider of hourly flow rates prior to the gas day.  While the incidence of hourly swings is a reality on pipelines, most pipelines are not designed to accept widely swinging variances as a matter of course through out the gas day without maintaining considerable line pack.  Most generators do not contract for the level of services that allow for those swings.  Standard S2X, at the very least, gives the pipeline notice when the pipeline system is going to be detrimentally impacted.  

Proposed Standard S3X requires that power plant operator not operate without an approved schedule from the Transportation Service Provider.  In cases where the power plant operator is unable to nominate in a timely manner, the generator is required to contact the directly interconnected Transportation Service Provider.  The directly interconnected Transportation Service Provider (or in some cases, in cooperation with a upstream Transportation Service Provider) will determine if the power plant operator is allowed to take and nominate gas outside of the NAESB standard nomination cycles.  Today, pipelines often do just that.  However, in times of scarce pipeline capacity, the pipeline does not have the option of providing additional capacity to an entity that has not placed a nomination without short-changing its firm customers and this standard does not convey such a right.  

Standard (SB1) takes tariffs and business procedures into consideration and requires that any action taken as described in the proposed standards by the Transportation Service Provider and the Power Plant Operator is predicated upon the tariff requirements, other legal requirements and business procedures and must not adversely impact any other scheduled services or anticipated no-notice services.  This proposed standard is key in the implementation of the communication standards.  Pipelines’ tariffs are carefully negotiated with customers and provide for a variety of services that may require additional capacity from a pipeline at a moments notice.  None of the proposed standards are designed to circumvent those tariffs or business procedures.

Duke Energy further suggests changes to proposed Standard S15 as shown below:

Unless otherwise prohibited by agreement, tariff, or protocol rules If required 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.

This change reflects the affirmative requirement on the balancing authority or reliability coordinator to have established agreements, tariff or protocol rules in place prior to requesting this sensitive information.

The development of these proposed standards was a first step in coordinating communication between the gas and electric industries.  Development of subsequent standards should be undertaken carefully to allow for thoughtful, informed deliberation by NAESB members.  Duke Energy encourages participation from all segments of the energy industry so that standards can be developed that reflect true consensus.

Very truly yours

Richard J. Kruse

Vice President, Rates and Regulatory Affairs

� The current difference between Gas Day (9:00 A.M. to 9:00 AM) and the electric day (midnight to midnight in each time zone) forces an Electric Generator to nominate pipeline capacity requirements across two Gas Days.   In most cases, a generator in the central time zone must nominate capacity from 12:00 midnight to 9:00 A.M. on one gas day and then again nominate capacity from 9:00 A.M to 9:00 A.M for the second gas day.  Since the gas industry does not account for hourly nominations, the generator must nominate the amount of capacity to be utilized in 9 hours during the first Gas Day as spread over 24 hours and then nominate the amount of capacity to be utilized on the 2nd Gas Day (15 hours) spread over 24 hours.  Clearly this creates unneeded accounting, measurement, allocation and scheduling problems for both the gas pipeline and for the generator which could be limited if both the electric and gas industries adhere to the same energy day.  





� To provide a timely nomination to the gas industry and to insure that the pipeline capacity is primary firm, the generator must nominate for demand that commences at 6:00 AM on the next gas day, as much as 42 hours in advance.    








