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PROCEEDINGS
(10:24 a.m.)

CHAIRMAN WELLINGHOFF: The meeting will come to
order, please. This is the time and place that has been
noticed for the open meeting of the Federal Energy
Regulatory Commission to consider matters that have been
duly posted iIn accordance with the Government in Sunshine
Act. Please join me for the Pledge of Allegiance.

(Pledge of Allegiance recited.)

CHAIRMAN WELLINGHOFF: Well since our July
meeting we have actually issued 137 Notational Orders, up
from 65 last month.

Before we begin today, 1 think there are a couple
of administrative matters. 1 think, Commissioner LaFleur,
you had an administrative statement to make?

COMMISSIONER LaFLEUR: Well, yes, not exactly a
statement but I wanted to announce a staff change in my
office. My legal advisor, Josh Konecni, who does PJM and
Reliability work, among other things, is going to be on
paternity leave for the next several months with his
beautiful new daughter, and 1 am happy to introduce Ron
LeComte who will be serving as my legal advisor for this
period. 1°ve known Ron for a long time. He was the
Director of the Electric Power Division up in Massachusetts

at the Department of Public Utilities, and he has been at
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FERC since 2007 as an attorney advisor in OGC.

So I certainly thank Ron for doing it, and thank
David in OGC for making the detail available. And if you
haven®t popped by the suite in awhile, you should come see
the Red Sox redecoration==

(Laughter.)

COMMISSIONER LaFLEUR: --that has taken place in
Josh®s office. Thank you.

CHAIRMAN WELLINGHOFF: Thank you, Cheryl. 1
think there were a few other comments on our workshop on
Capacity Markets. Commissioner LaFleur--or let"s try this
again--Moeller, Commissioner Moeller.

COMMISSIONER MOELLER: I don"t think 1®ve been
mistaken for Commissioner LaFleur before.

(Laughter.)

COMMISSIONER MOELLER: 1t gives me something to
think about.

CHAIRMAN WELLINGHOFF: There®"s always a First

(Laughter.)

COMMISSIONER MOELLER: Well this is kind of a
prelude to Commissioner Norris®s points, but of course we
are having our Capacity Market Technical Conference next
week that we have put a lot of effort in. The staff has

worked very hard. We have a lot of folks coming to give
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their perspectives. We are looking forward to it.

We hear a lot of talk about capacity markets, and
areas where we can make them better, whether they are
working or not, but in general 1 think our focus has been on
trying to improve them. And 1 think It iIs important to
remember that even though they do have their challenges and
thelr issues, as a concept capacity markets are growing in
popularity with new markets such as Texas and California,
and to some extent other parts of the world looking at them
as a way to improve resource adequacy.

So with that, I am hoping that we will have--1
know we will have a long, lively discussion with hopefully a
lot of ideas as to how we can improve these markets to
deliver what they are designed for.

CHAIRMAN WELLINGHOFF: All right, anybody else
with comments? John?

COMMISSIONER NORRIS: I would just echo what Phil
said. I know there is a lot of interest in this technical
conference next week, and thanks to the Chairman for
scheduling it, and for all of our interest in it.

I am still working on it, but I will probably
post tomorrow on my website just some thoughts and some
questions for those folks who are participating on the
panel, and also folks who will make comments following the

Capacity Market Tech Conference. But I thought at least
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what 1°ve been through so far of the testimony has been
outstanding in terms of the setup, if you will, for our
discussion next Thursday.

So 1f you"re interested, check my website
tomorrow for the posting of that, and 1 look forward to
everyoneTs participation.

CHAIRMAN WELLINGHOFF: Thank you, John. Cheryl?

COMMISSIONER LaFLEUR: Well of course 1 am also
really looking forward to next weekend--next week, and the
Capacity Market Conference.

I spent too much of last weekend reading the
prefiled testimony, and I really appreciate how much the
panelists have really tried to shape and refine the critical
issues. | think they gave us a lot to work from, and 1
really appreciate also how hard staff worked on the paper
that | thought set the stage.

So I*m really looking forward to a good debate
and appreciate the Chairman scheduling it. Thank you.

CHAIRMAN WELLINGHOFF: Thank you, Cheryl. Tony?

(No response.)

CHAIRMAN WELLINGHOFF: Well 1 want to thank
Commissioner LaFleur for the suggestion for actually doing
this. 1 think it"s a very important thing to do. |1 think
capacity markets are extremely critical to the effective

functioning of our wholesale--organized wholesale electric
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markets. And, you know, we have some good capacity markets
operating, but it doesn®"t mean they can®"t be better. It
doesn"t mean we can"t find ways to make them better. And it
is really important, 1 think, to have this kind of testimony
before us and this kind of a workshop atmosphere so we can
look at ways to improve them.

So I am really appreciative. Thank you, very

much .

COMMISSIONER NORRIS: Could I--

CHAIRMAN WELLINGHOFF: Yes.

COMMISSIONER NORRIS: I misspoke. | think 1 said
"Thursday,'™ and just so folks know 1 will be here Wednesday.

(Laughter.)

CHAIRMAN WELLINGHOFF: Wednesday, yes. You~ll
probably be here Thursday, as well, but not for the
Workshop.

Madam Secretary, | think we are ready to move to
the Consent Agenda, please.

SECRETARY BOSE: Good morning, Mr. Chairman, and
good morning Commissioners.

Since the issuance of the Sunshine Act notice on
September 12th, 2013, no items have been struck from this
morning®"s agenda. The Consent Agenda is as follows:

Electric ltems: E-1, E-4, E-5, E-6, E-7, E-8,
E-9, E-11, and E-12.
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Gas Items: G-1 and G-2.

Hydro Items: H-1, H-2, H-3, H-4, H-5, and H-6.

Certificate Items: C-1 and C-2.

CHAIRMAN WELLINGHOFF: 1 think before we vote,
Madam Secretary, Commissioner LaFleur, you had a comment on
one item 1 believe?

COMMISSIONER LaFLEUR: Yes, thank you, Mr.
Chairman. 1 just wanted to quickly give a shout-out on Item
G-1, which is the denial of rehearing in the Gulfside
Pipeline case. 1 think the--1 really commend the Order to
people®s attention who are interested in pipeline matters.

I think the staff did a really good job explaining In a very
lucid way our policies on Capacity Release Credits and how
they interact with the new FENSA regulations on maximum
allowable operating pressure.

So this has been a priority of mine to how we can
support the FENSA safety initiatives. It"s because we
really have a mutual responsibility for the pipeline
network, but of course ours has to be very much balanced
with Just and Reasonable rates.

So I think this is an important Order. Thank
you.

CHAIRMAN WELLINGHOFF: Thank you, Cheryl. Does
anybody else have any comments on any items on the Consent

Agenda?
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(No response.)

CHAIRMAN WELLINGHOFF: If not, I think we are
ready to vote, Madam Secretary.

SECRETARY BOSE: The vote begins with
Commissioner Clark.

COMMISSIONER CLARK: Aye.

SECRETARY BOSE: Commissioner LaFleur.

COMMISSIONER LaFLEUR: 1 vote aye.

SECRETARY BOSE: Commissioner NoOrris.

COMMISSIONER NORRIS: Aye.

SECRETARY BOSE: Commissioner Moeller.

COMMISSIONER MOELLER: Aye.

SECRETARY BOSE: And Chairman Wellinghoff.

CHAIRMAN WELLINGHOFF: 1 vote aye.

IT we could now please move to the Discussion
Agenda.

SECRETARY BOSE: For presentation and discussion
this morning is Item A-3 concerning staff®s Quarterly Update
on the Coordination Between Natural Gas and Electricity
Markets. There will be a presentation by Valeria Annibali
from the Office of Enforcement, and Oscar Santillana from
the Office of Energy Market Regulation. They are
accompanied by Robert Snow from the Office of Energy Policy
and Innovation, and Anna Fernandez from the Office of the

General Counsel.
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MS. ANNIBALI: Thank you. Good morning, Mr.
Chairman, and Commissioners.

CHAIRMAN WELLINGHOFF: Good morning.

COMMISSIONER MOELLER: Good morning.

(A Powerpoint presentation follows:)

MS. ANNIBALI: This presentation is staff"s third
Quarterly Update on Gas-Electric Coordination Activities,
and covers the period June 2013 through August 2013.

The presentation focuses on regional iInitiatives
since our last report, and briefly summarizes Commission
initiatives as well as recent industry filed applications
with the Commission. The full staff report will be publicly
posted on the Commission®s website. And Oscar will provide
a brief summary of the report.

MR. SANTILLANA: Good morning.

Broadly speaking, each region continued some
level of engagement and focus on issues of gas-electric
coordination. The following slides provide an update on
substantive developments since our last report, and are
based on staff outreach and monitoring of the regional
gas-electric coordination task force meetings.

We start with New England.

According to recent discussions of the New
England States Committee on Electricity Gas-Electric Focus

Group, the group has largely accomplished its initial
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objectives of information exchange and discussion of
potential short-term supply reliability solutions.

The Group plans to convene in October to discuss
additional results from the New England pipeline capacity
study being conducted by Black & Veatch. The recently
finalized Study recommends a short-term strategy that
includes immediate deployment of dual-fuel generation,
demand response measures, and the seasonal purchase of LNG.
In the long term, a cross-regional natural gas pipeline
solution is recommended which will provide twice the net
benefits to New England consumers than would be contributed
by the first-based Canadian energy imports solution.

1SO-New England continues to consider and file
with the Commission market rule changes and other proposed
solutions to address gas-electric issues.

Next is the Mid-Atlantic. Many members of INGAA,
NGSA, and AGA continue to be involved in the Eastern
Interconnection Planning Collaborative in which PJIM is
leading the study as the principal investigator.

A detailed scope of work for the study along with
the final request for proposals was issued on August 2nd
with bids due August 30th. Final work is scheduled to be
completed by May 2015. A meeting of the stakeholder
steering committee i1s scheduled for October 29th through

October 30th in Washington, D.C.

11
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The Eastern Interconnection States” Planning
Council conducted roundtable discussions in August with
Commissioner Moeller, national electric and natural gas
industry associations, as well as end-user associations
participating.

Panelists were asked to share concerns and
potential solutions for consideration by the collaborative
and study consultants as they begin work on the long-term
Electric and Natural Gas Infrastructure Requirements Study
and Whitepaper.

The Study and the Whitepaper are expected to
cover infrastructure requirements under different scenarios
and address such issues as planning and confidentiality
procedures. The anticipated completion date is June 2014.

Levitan & Associates presented New York 1SO with
its Fuel Assurance Study findings in June. This Study
examined the relative cost and benefit of providing fuel
assurance through dual-fuel capability against incremental
cost of obtaining firm transportation entitlement from a
liquid sourcing point to the delivery points of a gas-fired
generator, and grid security.

At its August meeting, MISO"s Electric-Natural
Gas Coordination Task Force presented the preliminary
results of Phase 11l of the MISO Gas-Electric

Interdependency Analysis.
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The preliminary results showed that recent
pipeline capacity additions have contributed to a decrease
in the number of days in which capacity would have been
unavailable for the majority of the MISO-region pipelines;
and suggested natural gas supply diversity is expected to
increase In the region, supporting incremental demand
growth.

Final results will be presented at today®s Task
Force meeting. MISO is also working on a number of
whitepapers such as: the potential misalignment of gas and
electric schedules; communication enhancements and
operational awareness improvements; and adjustments to the
energy and capacity markets.

Turning to SPP, the Gas-Electric Coordination
Task Force conducted a natural gas-fired generator survey,
held training sessions with gas pipeline and marketer
personnel, and implemented a visual pipeline mapping tool.
The Task Force is in discussions regarding a potential study
for its region similar to the EIPC study.

ERCOT continued regional coordination efforts
during the third quarter. ERCOT participated in a Texas
Energy Reliability Council conference call on July 10th,
examining gas storage status, summer electric generation
needs affecting gas demand, and any planned pipeline

maintenance that might affect delivery. No issues were
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noted.

ERCOT i1s also working to finalize a
Non-Disclosure Agrement that is reported to allow the cross-
industry sharing of protected or confidential gas
infrastructure information from gas pipelines and suppliers,
and detailed electric infrastructure information from ERCOT,
transmission and distribution companies, and black-start
resources.

The West has a number of subregional natural
gas-electric coordination initiatives.

The Western Gas-Electric Regional Assessment Task
Force issued a Request for Proposal for its Western Natural
Gas-Electric and System Flexibility Assessment introduced
last quarter.

The two-phase study will be led by the Technical
Advisory Group with representation from industry,
regulators, and others. The selection of contractors was
made on September 6th. The initial study results are
expected to be completed in a nine-month period: three
months dedicated to Phase I, and six to Phase 11, with final
results due at the end of 2014.

The Pacific Northwest Utilities Conference
Committee®s Power & Natural Gas Planning Taskforce is
exploring a second phase 1-5 Corridor study based on the

initial ColumbiaGrid Gas-Electric Interdependences Study.

14
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The second phase of the study will explore now
the system would respond to increased natural gas generation
sited in the 1-5 Corridor, and if the system is able to
handle large swings driven by gas demand from power plants
and direct service companies. The Taskforce hopes to begin
the analysis by its October Taskforce meeting.

Both the California ISO and the Desert Southwest
Task Force continue with similar work as reported in prior
quarters.

We now turn to matters before the Commission. On
July 18th the Commission issued a Notice of Proposed
Rulemaking to address information sharing and communications
issues between the natural gas and electric industries.
These proposed rules built on the discussions and
information learned from conferences and comments filed with
the Commission following the February 13 Technical
Conference.

In brief, the proposed rule would revise
regulations to authorize expressly the sharing of nonpublic
operational information between the interstate natural gas
pipelines and electric transmission operators--not just
during emergencies, but also for day-to-day operations,
planned outages, and scheduled maintenance.

It would also adopt a No-Conduit Rule to prohibit

recipients of nonpublic operational information from
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subsequently disclosing, or using anyone as a conduit for
the subsequent disclosure of that information to a third
party.

The Commission received 33 comments iIn response
to the proposed rule.

A few individual filings relevant to gas-electric
coordination have been filed with the Commission. The
Commission received two applications to expand pipeline
capacity serving electric generation and one application to
increase operational flexibility.

The two pipeline capacity expansions were:

Eastern Shore"s White Oak Lateral Project in Kent
County, Delaware, proposing to add 55.2 million cubic feet
per day of transportation capacity for Calpine Energy
Services for use iIn the Garrison Energy Center, a proposed
309 megawatt combined cycle power plant under development.

And, two, Transco®s Mobile Bay South 111
Expansion Project proposing to add 225 million cubic feet
per day of firm transportation capacity to serve two anchor
shippers--Southern Company Services and PowerSouth Energy
Cooperative. Both operate a substantial portion of
gas-fired generation in the Southeast and Florida, while
Gulf South Pipeline filed tariff records proposing a new
Alternative No-Notice Service designed to meet the

requirements of local distribution companies, electric
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generation markets, and other customers that desire a
Tlexible no-notice service.

Recent filings made by the electric industry to
address increasing reliance on natural gas-fired generators
as well as previously reported filings that have been the
subject of recent Commission action are highlighted on this
slide.

A majority are from the Northeast region and
include a compliance filing addressing a proposal by a
generator to recover fuel costs incurred to support
reliability during a cold weather event; and proposed rule
changes filed by ISO-New England and NEPOOL to incent better
resource performance, more accurately reflect reliability
actions taken by 1SO-New England in market prices, develop a
reliability project for winter 2013/2014, and provide market
pipeline participants with flexibility to change their
energy market offers in real time. Additional information
about these filings is included in the full staff report.

Staff"s next quarterly report is due in December.
Staff will continue regular outreach with national and
regional entities and with regulated entities regarding
their efforts on gas-electric coordination.

This concludes today®s presentation of the Third
Quarterly Update on Gas-Electric Coordination Activities.

We are available to answer any questions you may have.
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CHAIRMAN WELLINGHOFF: 1 thank you for that
regional update, and also the update on Commission
activities. 1 really appreciate the work of the team on
this, and this is a very important issue for all of us here
at the Commission.

Colleagues, any questions? Phil?

COMMISSIONER MOELLER: I also send thanks to the
team. You have been working hard on this. Thank you for
the comprehensive overview of what has been going on.

A couple of question. First if, Oscar, you
mentioned there were 33 responses to the proposed rule.
Could you somewhat summarize the tenor of those responses?
Anna?

MS. FERNANDEZ: Thanks, Commissioner Moeller.

Yes, we received 33 comments from various market
or industry participants. Of the 33 comments that we
received, 30 of the commenters either supported or did not
oppose the NOPR. Only 3 commenters opposed the NOPR.

The various entities that filed comments were
RTOs and 1SOs, generators, interstate natural gas pipelines,
electric utilities, LDCs, and also state regulators.

The comments addressed several issues, those of
which the specifically asked for comments in the NOPR, and
then some others. The issues that the commenters have

raised relate to the entities that are covered by the
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proposed rule. The scope of the nonpublic operational
information that transmission operators may share under the
rule. The scope of the no-conduit rule.

And then iIn response to the questions raised in
the NOPR, more specifically, whether transmission operators
must seek to include a generator when they share generator-
specific information. And also whether generators are
required to notify their electric transmission operators if
theilr gas service may be disrupted.

COMMISSIONER MOELLER: Okay. Good. Well, that
is obviously on our set of issues that we are dealing with
in terms of hopefully getting a final rule out relatively
soon.

The second area--1 don"t know which member of the
team this i1s for--but you mentioned all the regional
updates. Particularly MISO has spent a lot of time on this
issue, a lot of concern, because, | guess to paraphrase some
of their concerns, they are kind of new to figuring out how
the gas infrastructure works, but they are going through a
massive transition of typically coal plants being either
shut down, mothballed, retrofitted, or refired in a
relatively short amount of time.

I know that they have put a survey out working
through their state regulators to get a much clearer picture

of which generating units are actually going to be shut
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down, mothballed, refired, retrofitted, but I1"m not sure of
the timing of that. Can you elaborate on that?

MS. ANNIBALI: Thank you, Commissioner Moeller,
for your question. Yes, MISO does have a set of surveys
they have put out recently. They actually have two surveys,
one which was being conducted over about a year or so, with
surveying generation owners. And the more recent one is
through state regulators.

The most recent state survey, those results are
scheduled to be discussed at today®s meeting they-"re
actually having a MISO discussion meeting today, but the
preliminary results from the prior survey indicate that MISO
expects about 6.2 gigawatts of coal plants to retire, with
an upward potential of 9.8 gigawatts, and those will mainly
be replaced by gas-fired generation.

MISO also has a phased-in study when they do look
at the plant retirements and what are the expectations, and
the preliminary results, which will be discussed to finalize
at today"s task force meeting also.

I do suggest that in the mid-term with the plant
retirements scheduled for around 2015, 2016, MISO does not
expect to have any adverse gas-electric coordination system
reliability stress and there"s sufficient infrastructure
either in place or planned for that time frame.

COMMISSIONER MOELLER: Except there is a little

20
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concern that they might be below their reserve levels, even
with zero growth, In the 2015-2016 time frame.

Okay, thank you, Mr. Chairman.

CHAIRMAN WELLINGHOFF: Thank you. Anybody else?
John?

COMMISSIONER NORRIS: Yes, just a couple of
questions. | think your report is indicative of some of the
work we have been doing most recently here with regard to
New England. That is, addressing the greater and greater
reliance upon natural gas for the generation of energy up
there.

We need to continue to monitor this in terms of
just the need to recognize the decreasing level of fuel
diversity In New England. So my question 1is:

Do you see what is happening in New England as a
precursor to what we are going to see elsewhere? Or do you
think it will continue to be just a New England-specific
issue with regards to the greater reliance upon gas, and the
more region-specific New England and not spreading
elsewhere?

That was very ineloquently said, but I think you
got my drift.

MS. ANNIBALI: Thank you for your question,
Commissioner Norris. Overall, in the short term

specifically for the coming winter, the concerns do seem to

21
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focus in the New England and Northeast region to a certain
degree. As the staff has summarized and looked through the
questions that Commissioner Moeller posed to the ISOs, there
are some concerns in the New York 1SO for the coming winter.
Under certain conditions, there could be some fuel issues.
However, mid-term, longer term, regions outside of RTOs do
not seem to indicate there are similar issues to ISO-New
England at this time.

COMMISSIONER NORRIS: Outside of the greater
dependence upon natural gas and the situation in New
England, do you see any other region-specific issues that
you should highlight or that we should be aware of similar
to that but a different issue?

MS. ANNIBALI: One of the indications mid-term
MISO has expressed are some possible concerns, but outside
of that the regions have not expressly stated any concerns
in the mid-term. But we will have also RTOs and ISOs
scheduled to provide their updates coming up next month in
October, and perhaps some of those will come out of that.

COMMISSIONER NORRIS: Okay. Just one more. In
the New England initiatives you mentioned that for the long
term a cross-regional natural gas pipeline will provide
twice the benefits to New England consumers than would be
continued by a Canadian Import solution.

Can you elaborate on that a little bit more?
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Does that take iInto account just the cost benefits? Or 1is
there any other consideration for fuel diversity, or
omitting some of the New England carbon reduction goals in
that analysis?

MS. ANNIBALI: The study you“"re referring to we
summarized in our longer report in greater detail. It"s a
Black & Veatch Phase 111 Study that was recently put out,
and it will be discussed at the NESCOE meeting coming up in

October.

What the study looked at as twice the benefits is

a cross-regional natural gas pipeline adding 1.2 bcf a day

of capacity from the regional market into New England versus

an economic-based Canadian energy import solution that
proposes an electric transmission line capable of importing
1,200 megawatts.

So they looked at the cost/benefits of those two
options. And the costs and benefit analysis they conducted
is they estimated, 1 guess the natural gas price forecast
and the use of natural gas by various end users, and the
benefits the use of two options would have on reducing
natural gas prices in the area, as well as wholesale
electricity prices.

And the cross-regional pipeline option was

brought to the region to consumers twice as much benefit

from that analysis. The study does mention that even in the

23
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longer term, some of the short-term solutions should
potentially be examined and implemented. And those are
integrating the dual-fuel generation as well as seasonal
energy Imports, as well as demand-response.

COMMISSIONER NORRIS: You"re saying fuel
diversity was part of it?

MS. ANNIBALI: It was suggested that the short-
term solution should also be applied in the longer term,
once those--once one of the two potential options are put in
place; that the short-term solutions they have proposed for
fuel diversity should be looked at as a supplementary way of
making sure there is reliability In the region.

COMMISSIONER NORRIS: Okay. Thanks,

Mr. Chairman.

CHAIRMAN WELLINGHOFF: Thank you, John. Cheryl?

COMMISSIONER LaFLEUR: Well I don"t have any
questions for the team. Just to thank you for your report
and your continuing focus on these issues. | was pleased
that we voted out the New England Winter 2013-2014 Solution
earlier this week.

I know that is just a first step. There is a lot
more work going on up there that will be coming here, and a
lot to talk about. | just also wanted to note, you gave a
good summary of our first cross-cutting initiative on

communications.
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We still have the April Tech Conference on

scheduling that"s kind of our, you know, the ball is in our

court on that and another aspect of this to think about.

Thank you.

CHAIRMAN WELLINGHOFF: Thank you, Cheryl. Tony?
COMMISSIONER CLARK: No, thanks though.

CHAIRMAN WELLINGHOFF: Thank you, team.

Madam Secretary, are we done?

SECRETARY BOSE: We"re done, Mr. Chailrman.
CHAIRMAN WELLINGHOFF: Thank you.

The meeting iIs adjourned.

(Whereupon, at 10:55 a.m., Thursday, September

19, 2013, the 997th open meeting of the Federal Energy

Regulatory Commissioners was adjourned.)



