[image: image1.png]0

I

0




North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone:  (713) 356-0060, Fax:  (713) 356-0067, E-mail: naesb@naesb.org

Home Page: www.naesb.org
NAESB Order 698 Summary
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Order 698 Effort – Assigned to WGQ: 
· August 30-31, 2007:  The WGQ BPS  met at the NAESB office in Houston, Texas to begin work on Order 698.  During the meeting the participants heard presentations from those in the pipeline industry that have had experience with the issues presented by Order 698, and discussed the scope of WGQ Annual Plan Items 7a, 7b, and 7c.  The group discussed the various approaches to addressing Order 698, and created a document capturing issues that will have to be considered as the group continues.  
· Planned, September 18-19, 2007:  The WGQ BPS is scheduled to meet in Richmond, VA at the Dominion offices to continue work on Order 698.

· Planned, October 9-10, 2007:  The WGQ BPS is scheduled to meet in Houston at the NAESB offices to continue work on Order 698.

· Planned, October 30-31, 2007:  The WGQ BPS is scheduled to meet in Houston at the NAESB offices to continue work on Order 698.
· Planned, November 14-15, 2007:  The WGQ BPS is scheduled to meet in NYC at the KeySpan offices to continue work on Order 698.
· Planned, December 4-5, 2007:  The WGQ BPS is scheduled to meet in Washington DC at the AGA offices to continue work on Order 698.
· Related Work papers:
· WGQ Annual Plan approved by the Board of Directors, June 28, 2007

· FERC Order No. 698: Issued June 25, 2007 - FERC Final Rule - Order 698 re FERC's amendment to its open access regulations governing standards for business practices and electronic communications with interstate natural gas pipelines and public utilities under RM96-1.

· NRRI Primer, Dated July 2006 - The National Regulatory Research Institute (NRRI), Briefing Paper - Efforts to Harmonize gas Pipeline Operations With the Demands of the Electricity Sector

· DoE Primer, Dated June 22, 2006 -  Summary of NAESB Gas and Electric Interdependency Final Report to the FERC in Docket No. RM05-28-000 "NAESB Report on the Efforts of the Gas-Electric Interdependency Committee".

· NAESB Report, Dated February 24, 2006 - Docket No. RM05-28-000, NAESB Final Report on the Efforts of the Gas-Electric Interdependency Committee.

The following includes:

Background – Timeline of Events
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Scoping Documents for Tasks
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FERC Order 698 – Timeline of Events: 
· November 14, 2003: Letter from Chm. Wood asking NAESB to develop interdependency standards – related to 2003 cold snap in New England, which resulted in a NAESB Gas-Electric Coordination subcommittee
· Gas-Electric Coordination efforts resulted in two reports:

· Gas Electric Coordination Interim Status Report, filed 4-16-04, 31 issues identified

· Gas Electric Coordination Final Report, filed 11-30-04, 31 issues further defined

· Outcome of Reports:  Received 3 requests for standards development:  R04016: Energy Day, R04020: Market Timelines, R04021: Pipeline-Generator Communications
· All requests approved and found within the scope of NAESB by both NAESB and the Joint Interface Committee (including NERC and the ISO-RTO Council)

· R04016 and R04021 were jointly assigned to wholesale gas and wholesale electric groups, R04020 was assigned to wholesale electric group only -- Two pronged approach:  Work began on R04021, and Board Committee formed to determine other actions

· Results of approach -- Report filed with FERC on June 26, 2005 with gas-electric interdependency communication standards (Interim GEIC Report) and Requests R04016 and R04020 were withdrawn
· February 24, 2006: NAESB identifies 6 Interdependency Issues raised in Docket No. RM05-28-000 (Final GEIC Report)

· June 22, 2006:  The U.S. Department of Energy sponsors the creation of a primer from Jimmy Glotfelty of ICF addressing issues in the GEIC report

· July 30, 2006:  A primer from Ken Costello of NRRI is issued addressing issues identified in the GEIC Report

· October 25, 2006:  NOPR issued on standards. Order on Inquiry to the ISOs and RTOs.  Comments were due 1-15-07 and data from the ISOs and RTOs forwarded on 1-16-07.   
· June 25, 2007:  FERC issued Order 698 regarding FERC’s amendment to its open access regulations governing standards for business practices and electronic communications with interstate gas pipelines and public utilities under Docket Nos. RM96-1 and RM05-5-001 (Standards for Business Practices for Interstate Natural Gas Pipelines; Standards for Business Practices for Public Utilities).

· August 31, 2007:  FERC issued an order (Docket Nos. EL07-1 to EL07-6) terminating the six section 206 proceedings related to gas-electric coordination.

Order 698 decisions:

· Issued June 25, 2007

· Compliance with gas-electric communication standards by November 1, 2007

· Compliance Statements filed by November 1

· All standards incorporated by reference without change
Order 698 standards synopsis:

· WEQ Standard 011-0.1/WGQ Standard 0.2.1 defines the term “Power Plant Operator.”

· WEQ Standard 011-1.2/WGQ Standard 0.3.12 directs PPO & TSP to establish procedures to communicate material changes in circumstances that may impact hourly flow rates, and the power plant operator to provide projected hourly flow rates accordingly.

· WEQ Standard 011-1.3/WGQ Standard 0.3.13 states a PPO should not operate without an approved scheduled, may  request daily flow rates as established by the standard,  should work to resolve the PPO’s request if it can be accommodated within the standard boundaries.
· WEQ Standard 011-1.4 and WGQ Standard 0.3.14 requires specified parties to sign up to receive critical notices from the appropriate TSP and the reciprocal TSP(s) to provide critical notices to parties specified in the Standard.

· WEQ Standard 011-1.5 requires upon request, a PPO must provide to the appropriate independent BA and/or RC pertinent information concerning the level of gas transportation service (firm or interruptible) and its natural gas supply (firm, fixed or variable quantity, or interruptible).

· WEQ Standard 011-1.6/WGQ Standard 0.3.15 requires specified parties to establish operational communication procedures with the appropriate TSP and/or PPO.
Order 698 standards synopsis:

· ¶ 56 - “… Under the Commission regulations, the releasing shipper is responsible for clearly setting out the terms and conditions of the release and that would include the means for implementing the formula rate.  This is also an issue on which NAESB can develop standards to ensure that such releases can be processed quickly and efficiently.”
· ¶ 63 – “The Commission is not modifying its requirement for within-the-path scheduling as adopted in Order No. 637.  The example posited by NAESB appears consistent with the within-the-path scheduling concept and with pipeline proposals that have been accepted.   It would not be appropriate for the Commission here to try to provide generic clarification to cover all possible proposals by pipelines for according flexibility to shippers.  These proposals will have to be judged on an individual basis.  In addition, NAESB can consider through its consensus process possible standards for according increased receipt and delivery point flexibility.”
· ¶ 69 – “As we stated in the NOPR, the Commission has recognized the interest of interruptible shippers in achieving business certainty by making the last intra-day nomination opportunity one in which firm nominations do not bump interruptible nominations.   However, within the confines of current Commission policy, NAESB should actively consider whether changes to existing intra-day schedules would benefit all shippers, and provide better provide for coordination between gas and electric scheduling.  In addition, the NAESB nomination timeline establishes only the minimum requirement to which pipelines must adhere.”
Annual Plan Item 7a – Scope and Issues

7.
Respond to directives of FERC Order No. 698 issued 6-25-07, Docket Nos. RM05-5-001 and RM96-1-027 as related to the NAESB reports submitted in Docket No. RM05-28-000:

a. ¶ 56 of Order No. 698: “… Under the Commission regulations, the releasing shipper is responsible for clearly setting out the terms and conditions of the release and that would include the means for implementing the formula rate.  This is also an issue on which NAESB can develop standards to ensure that such releases can be processed quickly and efficiently.” (emphasis added)

Scope discussion:

1. Existing standards do not provide for Index-based pricing for Capacity Releases (Standard 5.3.26).

2. Data elements and code values to be determined.

3. Language: Under the Commission regulations, the releasing shipper is responsible for clearly setting out the terms and conditions of the release. 

4. There may be SOX issues.

5. Evaluate the requirement for competitive bidding on Capacity Releases.

6. What is a competitive bid?

7. Who is responsible for obtaining and providing an Index-based rate?

8. Dispute resolution responsibilities

9. What commodity indexes can be utilized?

10. What “other formula rates” can be utilized?

11. Who is responsible for performing the billing calculation?

12. What is the releasing shippers obligation to provide invoicing information to the pipeline? 

13. What is the pipelines obligation to process the information?

14. What is the timeline associated with the exchange of information and rate determination and how does it conform with the existing invoice standards?

15. How do we clarify the transactional information posting requirements for firm capacity relative to the rates being charged and discounted rates?

16. What are valid bid responses to Index-based Capacity Release offers?

Annual Plan Item 7b – Scope and Issues

7.
Respond to directives of FERC Order No. 698 issued 6-25-07, Docket Nos. RM05-5-001 and RM96-1-027 as related to the NAESB reports submitted in Docket No. RM05-28-000:


b.
¶ 63 of Order No. 698:  “The Commission is not modifying its requirement for within-the-path scheduling as adopted in Order No. 637.  The example posited by NAESB appears consistent with the within-the-path scheduling concept and with pipeline proposals that have been accepted.   It would not be appropriate for the Commission here to try to provide generic clarification to cover all possible proposals by pipelines for according flexibility to shippers.  These proposals will have to be judged on an individual basis.  In addition, NAESB can consider through its consensus process possible standards for according increased receipt and delivery point flexibility.” (emphasis added)

Scope discussion:

1. Does one solution fit the operating characteristics of all pipeline systems (e.g. reticulated pipelines)? 

2. Are any changes needed for standard no. 1.3.27 and 1.3.7?

3. What are the obligations of upstream or downstream operators?

4. Can the process to support receipt or delivery point flexibility be handled through an existing or revised code value (e.g. Nomination 

5. Data 1.4.1, Transaction Code Value 56-Flow day diversion)?

6. How will any proposed solution impact the flexibility of other shippers?

Annual Plan Item 7c – Scope and Issues

7.
Respond to directives of FERC Order No. 698 issued 6-25-07, Docket Nos. RM05-5-001 and RM96-1-027 as related to the NAESB reports submitted in Docket No. RM05-28-000:

c.
¶ 69 of Order No. 698:  “As we stated in the NOPR, the Commission has recognized the interest of interruptible shippers in achieving business certainty by making the last intra-day nomination opportunity one in which firm nominations do not bump interruptible nominations.   However, within the confines of current Commission policy, NAESB should actively consider whether changes to existing intra-day schedules would benefit all shippers, and provide better provide for coordination between gas and electric scheduling.  In addition, the NAESB nomination timeline establishes only the minimum requirement to which pipelines must adhere...” (emphasis added)

Scope

Consider whether changes to the existing nomination cycles (and related processes/timelines) would benefit all shippers and provide better coordination between gas and electric scheduling.

Timeline Issues

1. What changes to the nomination cycles would benefit both the gas and electric industries?

a. Evaluate whether to remove any of the existing scheduling nomination cycles.

b. Review the existing nomination cycles/deadlines for possible modifications.

c. Consider whether to add additional or modify the existing evening cycle timeline affecting next day flow.

d. Should we consider a true up cycle?

e. Should the new nomination cycles modify current day gas flow and/or next day gas flow?

2. Should we consider whether additional intraday cycles should or should not be subject to bumping?

3. When developing the standards consider the ability of all parties to be able to physically bring gas on and get it to market.

Confirmation/Scheduling
1. Do we need to consider modification to the EPSQ concept for both increases and decreases in scheduled quantities?  (ref: page 52 of Capacity Release Implementation Guide), (ref: page 216 of the Scheduled Quantity Implementation Guide)

2. Do we need to consider the ability of all parties to cut currently scheduled gas supply?

3. How will confirmations be accomplished if additional intraday nomination cycles are added?

Reporting Requirements

1. How do adding additional nomination cycles affect the existing requirement to post transactional and operational reporting after each nomination cycle?

Other

1. Should we look at additional communication needed prior to a potential 8AM nomination?

2. If standards are developed should they be broad enough to cover various sources of supply?

3. Do we need to add additional opportunities to do capacity release when adding a nomination cycle?

4. How will adding additional nomination cycles affect additional capacity release time lines including recalls?
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