Coordination Between Natural Gas and Electricity Markets
Docket No. AD12-12-000
Northeast Region- August 20, 2012, Boston, MA

Agenda
9:00-9:15 Welcome and Opening Remarks
9:15-9:45 Regional Energy Infrastructure Presentation (FERC staff)

9:45 -12:00 First Roundtable Discussion:
Gas-Electric Scheduling and Market Structures/Rules

Commenters from the Northeast expressed a wide range of opinions
regarding the fuel certainty for natural gas-fired generation in the New England organized
wholesale, short-term electricity markets. Some argue for more stringent fuel firmness
requirements, while others favor market-oriented solutions that may serve as incentives
for appropriate fuel arrangements. According to the initial findings of ISO-New England,
Inc.’s (ISO-NE) 2011 Natural Gas Study," the region’s gas delivery system may be
inadequate to fully serve regional power plant demands on a peak winter day throughout
the next decade, and improved incentives to assure fuel and resource availability should
be examined. More recently, on July 30, 2012, ISO-NE released a paper (available on
ISO-NE’s website) on Addressing Gas Dependence which reviews these issues and
proposes solutions.

A number of Northeast region commenters also mention the challenges
associated with the mismatch between gas and electric scheduling days and deadlines,
and some offer potential reforms that may help address such mismatches.? Several

! See ISO-NE March 30, 2012 Comments, Docket No. AD12-12-000 at 2
(responding to Commissioner Moeller’s February 3, 2012 Request for Comments).

2 See, e.g., New England Power Generators Association, Inc. March 30, 2012
Comments, Docket No. AD12-12-000 at 4-5; National Grid USA, Inc. March 30, 2012
Comments, Docket No. AD12-12-000 at 8.



pipelines in the Northeast region offer flexible services to meet gas-fired generators’
needs for additional nomination cycles, greater hourly flow variability, and short- or no-
notice service, and some commenters suggest that these services could be more widely
deployed to enable gas-fired generators to access gas supplies in a timely manner in
response to electric dispatch orders.

Roundtable participants are encouraged to be prepared to respond to the following:

1. Describe the market rules, policies or practices in the Northeast wholesale electric
and natural gas markets that you believe negatively or positively impact the procurement
of gas transportation and storage capacity purchases by gas-fired generators. What
market, regulatory, or other factors deter merchant gas-fired generators from procuring
reliable fuel supplies, whether through natural gas transportation service, storage service,
delivered bundled purchases, or other means? How might these issues be addressed?

2. What reforms to the organized wholesale electric markets’ rules could ISO-NE
consider as a possible means to allow a gas-fired generator to recover the costs of
contracting for gas infrastructure expansion needed to serve electric markets in the
region? As an alternative, are there ways that regional electric markets might fund gas
infrastructure expansion outside of the wholesale market mechanisms?

3. Recognizing that some pipelines offer additional nomination opportunities beyond
the current standards, to what extent do existing enhanced/tailored services of natural gas
pipelines and storage providers accommodate the needs of the region’s power generators
to access gas supplies as needed? What additional operating flexibility would generators
like to see in pipeline services to better match the day-ahead and real-time wholesale
electric market needs for gas-fired generation? What financial assurances do gas
pipelines and storage providers need to provide such services?

4. How does a gas-fired generator balance real-time electric market dispatch and
compensation with pipeline scheduling, dispatch and balancing requirements? Is there a
need for modifications to either electric market or pipeline requirements in these areas?
ISO-NE has a proposal under development that would realign the bidding and
commitment times in its Day-Ahead and Real-Time electricity markets to give gas-fired
generators better opportunities to secure gas supplies and deliveries during the current gas
market processes.> How will this affect the ability of generation resources to better

3 http://www.iso-
ne.com/committees/comm wkagrps/mrkts comm/mrkts/mtrls/2012/jul1112132012/al2a
Iso presentation 07 12 12.pdf
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reflect fuel purchase costs in electric market bids? How should electric markets best take
into account conditions on the natural gas system? From the electric industry’s
perspective, is it expected that these market scheduling changes will decrease the need for
out-of-market commitments, reliability commitments, or reduce market clearing prices
due to increased price certainty among competing generators? What effect, if any, would
such changes have on the need for generation resources to meet ancillary services
requirements?

5. How can natural gas pipelines accommodate dynamic electric scheduling? Are
there discrete or systemic improvements that might be made to natural gas pipeline
scheduling practices which could increase price certainty for gas-fired generators? How
might the industries evaluate the relative costs, benefits and time horizons associated with
incremental discrete changes in scheduling practices so that impacts across both
industries can be evaluated and prioritized?

6. Should the natural gas and electric market scheduling timeline be harmonized, and
if so, how?
7. Are there any short-term planning or operational reliability concerns that are the

result of commitment timelines? If so, what are those concerns, and how do current
commitment timelines provide timely information regarding fuel availability for gas-fired
generation that allows for 1SO operations to commit longer lead time resources? If not,
should there be any modifications to the Day Ahead Market and Reserve Adequacy
Assessment clearing timelines?

12:00 — 1:30 Break

1:30-3:00 Second Roundtable Discussion:
Communications/Coordination/Information-Sharing

The New England cold snap in 2004 highlighted gaps in communication
and coordination between electric and gas entities in the Northeast region. According to
comments filed in this proceeding from the region, as a result of that experience, and also
in response to the regulations adopted by the Commission in Order No. 698,* both

* Standards for Business Practices for Interstate Natural Gas Pipelines; Standards
for Business Practices for Public Utilities, Order No. 698, 72 Fed. Reg. 38757 (July 16,
2007) FERC Stats. & Regs. 1 31,251 (June 25, 2007). Order No. 698 incorporated
certain NAESB gas-electric coordination business practices into the Commission’s
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industries worked together to improve coordination and information-sharing protocols.”
Commenters suggested that, given the expected increase in the use of gas to fuel electric
generation in the Northeast,® additional improvement is needed to address
communication and coordination issues that affect both real time and near-real time
operations and outage planning, as well as long term gas and electric planning and
coordination.

While stating the need for greater coordination, commenters also expressed
concern regarding whether certain types of communications between pipelines,
RTOs/ISOs, and generators that involve sharing of non-public transmission information
would be inconsistent with federal regulations, such as the FERC Standards of Conduct,’
or the proghibitions against undue preference in the Federal Power Act® and the Natural
Gas Act.

Roundtable participants are encouraged to be prepared to respond to the following:

1. Several entities in the Northeast identified the need for improvements in outage
notification and coordination as a priority issue, referring to both emergency and planned
outages. What kind of coordination would be necessary, and what kind of information
would be shared and with whom, on a routine basis and in preparation for extreme events
that simultaneously and significantly affect both the gas and electric sectors? Should
entities coordinate weather forecasts?

2. What is the impact of electric system outages upon the gas system, and vice versa?
How could interstate gas pipelines and 1ISO-NE improve their coordination of planned
outages? Will the Pipeline Safety, Regulatory Certainty and Job Creation Act of 2011
Impose new requirements upon inter-industry communication and coordination? If so,
how are the industries planning for those new requirements?

regulations; these standards, in general, address communication processes between
pipelines, power plant operators, and transmission operators.

> See, e.g., ISO-NE March 30, 2012 Comments, Docket No. AD12-12-000 at 3.

® 1d. at 1; see also Connecticut Public Utilities Regulatory Authority March 30,
2012 Comments, Docket No. AD12-12-000, at 7.

"18 C.F.R. § 358
816 U.S.C. 791 et seq.

915 U.S.C. 717 et seq.


http://frwebgate.access.gpo.gov/cgi-bin/usc.cgi?ACTION=BROWSE&TITLE=16USCC12&PDFS=YES

3. Several commenters identified the type of information that currently is available
and shared between gas and electric entities. Is there additional information that needs to
be shared, that currently is not being shared, and are all the relevant and necessary parties
included? Are the information-sharing mechanisms appropriate to the circumstances?
Are improvements needed and who should be responsible for implementing
improvements?

3:00-3:30 Break

3:30-5:00 Third Roundtable Discussion:
Reliability

The bulk electric system is typically planned, as required by the mandatory
reliability standards, to meet projected customer demands and system performance
criteria, even under single element contingency conditions. Interstate natural gas
pipelines are planned and expanded to meet firm gas delivery contracts between the
pipelines and one or more shippers. Many commenters in the Northeast indicated they
expect an increased reliance on natural gas generation in the coming years, due to
economic and national policy factors. These commenters expressed concerns about the
future reliability and interdependencies of the bulk electric system and the interstate
natural gas pipeline system as the amount of natural gas-fired generation increases.

Roundtable participants are encouraged to be prepared to respond to the following:

1. Is there a need for a minimum level of dependability in the fuel supply for gas-
fired generators? How would it be defined, who would define it, and what would be the
mechanism for accomplishing this? Should this be addressed through 1SO rules, NERC
standards, or other mechanisms?

2. As noted above, several commenters referred to recent assessments of New
England’s natural gas pipeline capacity for electric generation needs.™® Are additional,
coordinated studies of the natural gas and electric systems needed to analyze forecasted
resource mix and/or interdependency risks from curtailments or contingencies? Can this
be addressed through existing transmission planning processes or is a different process
needed?

195ee, e.g., ISO-NE March 30, 2012 Comments, Docket No. AD12-12-000 at 1;
Spectra Energy Transmission, LLC March 30, 2012 Comments, Docket No. AD12-12-
000, Appendix D.



3. A number of commenters in other regions referred to recent functional exercises
that allowed participants from the natural gas and electric industries, as well as state
regulators, to assess emergency response plans and provided a forum to discuss and
implement improvements.'* Are sufficient emergency coordination procedures in place
in New England? Are these procedures routinely tested through functional exercises or
simulations? Should all regions routinely conduct similar functional exercises?

4, Since being re-instated by the Commission in 2006, how effective has ISO-NE
Market Rule 1 Appendix H (Operations During Cold Weather Conditions) been at
enhancing reliability?*?

5:00-5:30 Closing

1 See, e.g., Texas Pipeline Association March 30, 2012 Comments, Docket No.
AD12-12-000 at 2 (responding to Commissioner Moeller’s February 3, 2012 Request for
Comments).

12 1SO New England Inc. and New England Power Pool Participants Committee,
117 FERC 1 61,082 (2006).
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Energy North America.
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Joseph Murphy, Vice President of Sales and Marketing, Distrigas of
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Jonathan Peress, Vice President, Conservation Law Foundation
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o Richard Kruse, Vice President, Regulatory Affairs, Spectra Energy
Transmission
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Energy Corporation
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