146 FERC 1 61,201
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION
18 CFR Part 284
[Docket No. RM14-2-000]

Coordination of the Scheduling Processes of Interstate Natural Gas Pipelines and Public
Utilities

(March 20, 2014)

AGENCY: Federal Energy Regulatory Commission.

ACTION: Notice of proposed rulemaking.
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natural gas for electric generation, as well as to provide additional flexibility to all
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Proposed Rulemaking deal principally with revision of the operating day and scheduling
practices used by interstate pipelines to schedule natural gas transportation service.
These proposed revisions affect the business practices of the natural gas industry, which
the industry has developed through the North American Energy Standards Board, and
which the Commission has incorporated by reference into its regulations. The
Commission, therefore, is providing the natural gas and electric industries with

six months to reach consensus on standards, consistent with the Commission’s guidance,

including any revisions or modifications to the proposals provided herein.
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(March 20, 2014)

1. In this Notice of Proposed Rulemaking (Proposed Rule or NOPR), and in two
contemporaneous orders, the Federal Energy Regulatory Commission (Commission) is
proposing interrelated actions to address certain natural gas and electric industry
coordination challenges that arise, in part, from increased reliance on natural gas for
electricity generation. The Commission’s proposed actions focus primarily on the
scheduling practices of the natural gas transportation and electricity markets. The
reforms proposed herein and the two contemporaneous orders build upon the comments
made during Commission staff technical conferences and in comments filed in Docket
No. AD12-12-000.

2. In this Proposed Rule, the Commission proposes to amend its regulations at
section 284.12 relating to the scheduling of transportation service on interstate natural gas
pipelines to better coordinate the scheduling practices of the natural gas and electricity
industries, as well as to provide additional scheduling flexibility to all shippers on

interstate natural gas pipelines. In a separate order, the Commission is instituting a
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proceeding, under section 206 of the Federal Power Act (FPA),1 to coordinate the day-
ahead scheduling of Independent System Operators (ISOs) and Regional Transmission
Organizations (RTOs) with the revised interstate natural gas pipeline schedule. 2 In
addition, in a separate order, the Commission is also instituting a proceeding, under
section 5 of the Natural Gas Act (NGA),3 to examine whether interstate natural gas
pipelines are providing notice of offers to purchase released pipeline capacity in
accordance with section 284.8(d) of the Commission’s regulations.4

3. The Commission’s existing regulations5 regarding interstate natural gas pipelines’
scheduling incorporate by reference the standards of the North American Energy
Standards Board (NAESB) Wholesale Gas Quadrant (WGQ), a consensus standards

organization representing all segments of the natural gas industry as well as the wholesale

electric power industry. ® Since 1996 these standards have established nationwide

116 U.S.C. § 824e (2012).

2 California Independent System Operator Corp., etal., Order Initiating
Investigation into ISO/RTO Scheduling Practices and Establishing Paper Hearing
Procedures, 146 FERC { 61,202 (2014).

$15U.S.C. § 717d.

4 Posting of Offers to Purchase Capacity, 146 FERC { 61,203 (2014). See also
18 CFR 284.8(d)(2013).

> See 18 CFR 284.12(a) and (b) (2013).

® NAESB is accredited by the American National Standards Institute (ANSI) as an

(continued ...)
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timelines that the industry and the Commission have determined most efficiently

schedule natural gas transactions across interconnecting pipelines. This standardized
nomination timeline has resulted in a complementary standard timeframe in which parties
acquire natural gas supplies.

4. The Commission meanwhile has accepted regional variation in the development of
scheduling practices in 1SO and RTO markets, each of which has established its own
timelines for submission of bids and posting of awards.

5. While the nationwide natural gas nomination timeline has proven resilient over the
last 17 years, recent developments in electricity markets signal that changes to the gas
nomination schedule may be needed. Reliance on natural gas as a fuel for electric
generation has steadily increased in recent years.7 This trend is expected to continue,

resulting in greater interdependence between the natural gas and electric industries.®

accredited standards organization, which ensures that NAESB complies with ANSI’s
requirements that its procedures are open to materially affected parties and that the
standards represent a reasonable consensus of the industry without domination by any
single interest or interest category.

! See, e.g., Energy Information Administration, Fuel Competition in Power
Generation and Elasticities of Substitution (June 2012); ISO-NE, Addressing Gas
Dependence at 3 (July 2012) (reliance on natural gas-fired electricity in the region
increased from five percent in 1990 to 51 percent in 2011), http//www.iso-
ne.com/committees/comm_wkgrps/strategic_planning_discussion/materials/natural- gas-
white-paper-draft-july-2012.pdf.

8 See, e.g., North American Electric Reliability Corporation, 2013 Special
Reliability Assessment: Accommodating an Increased Dependence on Natural Gas for

(continued ...)
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Several events over the last few years, such as the Southwest Cold Weather Event,® and
the recent extreme and sustained cold weather events in the eastern U.S. in January
2014, show the crucial interrelationship between natural gas pipelines and electric

transmission operators and underscore the need for improvements in the coordination

Electric Power; Phase Il: A Vulnerability and Scenario Assessment for the North
American Bulk Power System at 1 (May 2013) (“Over the past decade, natural gas-fired
generation rose significantly from 17 percent to 25 percent of U.S. power generation and
is now the largest fuel source for generation capacity. Gas use is expected to continue to
increase in the future, both in absolute terms and as a share of total power generation and
capacity.”);

http//www. nerc.com/pa/RAP Alra/Reliability%20 Assessments%20DL/NERC_Phasell_F
INAL.pdf; Energy Information Administration, Annual Energy Outlook 2013 Early
Release Overview (2013) (showing electric generation from natural gas rising from

13 percent in 1993 to 30 percent in 2040);
http://www.eia.gov/forecasts/aeo/er/early _elecgen.cfm; The New England State
Committee on Electricity, Natural Gas Infrastructure and Electric Generation: A Review
of Issues Facing New England (Dec. 14, 2012),

http://www.nescoe.com/uploads/Phase | Report 12-17-2012 Final.pdf.

¥ See FERC/NERC, Report on Outages and Curtailments During the Southwest
Cold Weather Event of February 1-5, 2011 (2011), available at
http//www.ferc.goV/legal/staff-reports/08-16-11-report.pdf.

19 The widespread and record low temperatures during January 2014 resulted in
coincident record peak demand for natural gas throughout the Midwest, Northeast, Mid-
Atlantic, and Southeast regions leading to constrained pipeline capacity and high natural
gas prices. In addition, in February 2014, arctic temperatures limited the availability of
natural gas to supply New Mexico and Southern California leading CAISO to issue a
system alert and a request for consumers to reduce power demand around the system.
CAISO invoked increasingly stringent measures throughout the day to move generation
off natural gas, reduce demand, and maintain sufficient supply to meet firm load. See
FERC Staff Presentation “Recent Weather Impacts on the Bulk Power System” January
16, 2014, http//www.ferc.gov/CalendarFiles/20140116102908-A-4-Presentation.pdf.
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of natural gas and electric markets. The differences between the nationwide natural gas
scheduling timeline and the regional electric scheduling timelines can create
complications for interstate pipelines and electric transmission operators in coordinating
the scheduling of the two industries.

6. In light of these concerns, the Commission, since early 2012, has engaged in a
dialogue with natural gas pipelines, electric transmission operators, and other market
participants and stakeholders in both industries regarding natural gas and electric industry
coordination.’* In a report issued on November 15, 2012, Commission staff noted that,
among other topics, industry participants highlighted the need for greater alignment of

12 At the direction of the Commission, staff

natural gas and electric scheduling practices.
conducted a further technical conference in April 2013 to consider natural gas and
electric scheduling practices, where participants again discussed, among other matters,

whether and how natural gas and electric industry schedules could be harmonized in

order to achieve the most efficient scheduling systems for both industries, whether

1 see Coordination Between Natural Gas and Electricity Markets, Docket
No. AD12-12-000 (Feb. 15, 2012), available at
http//elibrary.ferc.gov/idmws/common/opennat.asp?filel D=12893828.

12 Staff Report on Gas-Electric Coordination Technical Conferences, Docket
No. AD12-12-000 (Nov. 15, 2012) (November Staff Report), available at
http//elibrary.ferc.gov/idmws/File List.asp.
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additional nomination opportunities for natural gas transportation can be provided and, if
so, under what conditions. 13

7. During the technical conference, some ISOs and RTOs expressed concern about
the potential reliability effects on their systems if gas-fired generators encounter
difficulty in acquiring natural gas or are subject to curtailment of natural gas supplies,
particularly during periods of high demand on both the interstate pipeline and electric
transmission systems. Interstate pipelines expressed similar concern about the effect on
their ability to deliver natural gas when electric generators are dispatched and need to
burn more natural gas than they have nominated. Generators and transmission operators
raised concerns that managing fuel procurement risk can be a challenge because of the
different operating days used by the natural gas and electric industries and because the
timeframe for nominating natural gas pipeline transportation service is not synchronized
with the timeframe during which generators receive confirmation of their bids in the day-
ahead electric markets. These differing timelines can cause significant price and/or
supply risk for gas-fired generators because, to obtain the best gas price, the generators

would need to nominate pipeline transportation service before they know if their electric

'3 Coordination between Natural Gas and Electricity Markets, Docket No. AD12-
12-000 (Mar. 5, 2013) (Notice of Technical Conference), available at
http//elibrary.ferc.gov/idmws/File_list.asp?document_id=14095482.
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bid has been confirmed.** Generators, including generators in non-RTO markets, raised
concerns about the flexibility of the gas scheduling system to accommodate their need to
revise nominations in light of weather events or other operational needs. Several
conference participants stressed that, due to the difficult policy questions involved, they
would need Commission policy guidance before they would be able move forward on
coordination of their existing scheduling practices.

8. Based on the current trend of increased use of natural gas as a fuel for electric
generation, and in consideration of the discussions at the 2012-2013 technical
conferences and filed comments, the Commission is proposing a set of related actions to
address concerns regarding the impacts of divergent interstate natural gas pipeline and
electric utility scheduling practices, as well as concerns regarding the flexible and
efficient use of pipeline capacity by natural gas-fired generators and other shippers.15

The Commission has identified three major areas in which revisions to the nationwide

* November Staff Report at 32.

> The Commission has recognized that even the most efficient standards need to
be modified to accord with changing realities. Standards for Business Practices of
Interstate Natural Gas Pipelines, Order No. 587, 61 FR 39053 (July 26, 1996), FERC
Stats. & Regs. Regulations Preambles July 1996 — December 2000 { 31,038, at 30,060
(1996). See American National Standards Institute, ANSI Essential Requirements: Due
Process Requirements for American National Standards § 4.7.1 (accessed 12/8/13)
(requiring periodic updates of standards); Eviatar Zerubavel, The Standardization of
Time: A Sociohistorical Perspective, 88 American Journal of Sociology 1, 5-7 (July
1982) (uniform standards of time are needed to coordinate industries).
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natural gas scheduling system seem appropriate. Therefore, in this Proposed Rule, the

Commission is proposing to:

a.

Start the natural gas operating day (Gas Day) earlier in order to ensure that
gas-fired generators are not running short on gas supplies during the
morning electric ramp periods. The Commission is proposing to move the
start of the Gas Day from 9:.00 a.m. Central Clock Time (CCT) to 4.00 a.m.
CCT.*®

Start the first day-ahead gas nomination opportunity (Timely Nomination
Cycle) for pipeline scheduling later than the current 11:30 a.m. CCT. Due
to the fact that the Timely Nomination Cycle is the most liquid of the gas
nomination cycles, this change will allow electric utilities to finalize their
scheduling before gas-fired generators must make gas purchase
arrangements and submit nomination requests for natural gas transportation
service to the pipelines. The Commission is proposing to move the Timely
Nomination Cycle to 1:00 p.m. CCT."’

Modify the current intraday nomination timeline to provide four intraday

nomination cycles, instead of the existing two, to provide greater flexibility

'® The NAESB WGQ standards refer to Central Clock Time which reflects day-
light savings changes.

" The Commission is not proposing any changes to the Evening Cycle.
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to all pipeline shippers. The Commission is proposing to revise the existing
standard intraday nomination cycles, including adding an early morning
nomination cycle with a mid-day effective flow time and a new late-
afternoon nomination cycle during which firm nominations would have
precedence over or be permitted to bump already scheduled interruptible
service. However, bumping would not be permitted during the proposed
final intraday nomination cycle. Insummary, the Commission is proposing
to provide four standard intraday nomination cycles to occur at 8:00 a.m.
CCT (bump), 10:30 a.m. CCT (bump), 4:.00 p.m. CCT (bump) and 7:00
p.m CCT (no-bump).18
9. The Commission also clarifies in this Proposed Rule its policy concerning the
ability of a pipeline to permit firm shippers to bump an interruptible shipper’s nomination
during any enhanced nomination opportunity proposed by the pipeline (beyond the
standard nomination opportunities). We also propose to require all interstate pipelines to
offer multi-party service agreements, similar to those already offered by some interstate
pipelines. Such multi-party service agreements can provide multiple shippers the
flexibility to share interstate pipeline capacity to serve complementary needs in an

efficient manner.

18 See the Appendix for a Table summarizing the Commission’s proposed
scheduling timeline.
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10.  Although we present specific proposed reforms to existing natural gas industry
scheduling practices in this Proposed Rule, we continue to recognize that the natural gas
and electricity industries are best positioned to work out the details of how changes in
scheduling practices can most efficiently be made and implemented, consistent with the
policies discussed here. Therefore, we are providing the natural gas and electric
industries, through NAESB, with a period of 180 days after publication of the Proposed
Rule in the Federal Register to reach consensus on any revisions to the Commission’s
proposals and either file consensus standards with the Commission or notify the
Commission of its inability to reach consensus on any revisions to the Commission’s
proposals. The Commission appreciates the recent work of the Natural Gas Council
(NGC), the Desert Southwest Pipeline Stakeholders (DSPS), and others to formulate
proposals for Commission consideration. These efforts represent a significant step
forward in helping to address the scheduling issues confronting the natural gas and
electric industries, and we encourage these parties to continue their work and participate
in the NAESB process to formulate a consensus proposal, consistent with the policies
discussed herein. In addition, while the proposals in this Proposed Rule focus on natural
gas industry regulations, we expect the electric industry (particularly the 1SOs and RTOS)
to participate in these efforts to help ensure that the resulting consensus reasonably

accommodates the interests of both industries.
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11.  In the event that NAESB is able to reach a consensus on revisions to the
Commission’s proposals, comments on those consensus standards, as well as comments
on the Commission’s proposals, are to be filed 240 days after publication of the Proposed
Rule in the Federal Register. Because NAESB is an ANSI accredited consensus
standards organization, the Commission could incorporate by reference in a final rule
consensus standards filed by NAESB." In the event that NAESB in unable to reach a
consensus on any revisions to the Commission’s proposals, comments on the
Commission’s proposals also are to be filed 240 days after publication of the Proposed
Rule in the Federal Register. If the Commission adopts regulations that have not been
approved by NAESB, it will expect NAESB to integrate the Commission’s regulations
into its standards within 90 days of the effective date of the final rule and to notify the

Commission when the standards have been approved.

l. Background

12.  In order to put these related Commission actions in context, we first provide a
description of the current interstate natural gas and electric utility scheduling systems and
the issues raised during the Commission conferences and in filed comments in Docket

No. AD12-12-000.

% pub L. No. 104-113, 12(d), 110 Stat. 775 (1996), 15 U.S.C. 272 note (1997);
OMB Circular A-119 (agency “must use voluntary consensus standards, both domestic
and international, in its regulatory” as well as procurement activities).
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A. Current Natural Gas and Electric Scheduling Systems

1. Nationwide Scheduling for Natural Gas Interstate Pipeline
Transportation

13.  The nationwide natural gas standards originated in 1995, when all segments of the
natural gas industry agreed to form the Gas Industry Standards Board (GISB) (the
precursor to NAESB) as its vehicle to formalize the creation of industry-wide
communication standards.’® Later in 1995, after conducting an industry technical
conference, the Commission issued an Advanced Notice of Proposed Rulemaking
(ANOPR), requesting the submission of proposals by GISB to standardize business
practices across the interstate natural gas pipeline grid.21 One of the Commission’s
principal concerns was the standardization of nomination and confirmation schedules.
14.  After the issuance of the ANOPR, the industry mobilized under the GISB
procedures, with over 500 individuals participating in 45 days of meetings over a period
of 53 business days to produce consensus on a comprehensive set of business practice

standards covering nominations and confirmations, flowing gas, invoicing, capacity

29 Under its charter and by-laws, GISB was open to all members of the gas
industry and utilized open and balanced consensus voting procedures to ensure that a
standard was acceptable to all industry segments.

2! Standards for Business Practices of Interstate Natural Gas Pipelines, Advanced
Notice of Proposed Rulemaking, 73 FERC { 61,104 (1995).
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release, and electronic communication.?? The industry concluded that a nationwide
timeline for scheduling and nominating natural gas transportation was needed given the
interconnected nature of pipelines. As GISB stated, “the standard nomination timeline
allows a shipper whose transaction spans more than one pipeline the certainty that the

23 In Order No. 587, the Commission

transaction will really ‘work’ as contemplated.
incorporated these nationwide standards into its regulations, recognizing the need for
nationwide, as opposed to regional scheduling, for interstate natural gas pipeline
service.?*  Since 1996, the nationwide framework of scheduling timelines has remained in

place, with numerous improvements and modifications, such as the addition in 1997 of

standardized intraday nomination opportunities.25

22 standards for Business Practices of Interstate Natural Gas Pipelines, Notice of
Proposed Rulemaking, 61 FR 19211 (May 1, 1996), FERC Stats. & Regs. Proposed-
Regulations 1988-1998 { 32,517, at 33,209 (1996).

23 Order No. 587, FERC Stats. & Regs. { 31,038, at 30,067.

4 “An integrated pipeline grid means that an East Coast LDC can nominate gas
from a producer located in any time-zone onthe North American continent. If an
upstream-downstream system or a regional system were used, the LDC would not get
confirmation of the first leg of the journey until well after it gets confirmation of the final
downstream leg (which is probably well after the close of its business day).” Id. at
30,068.

2% See Standards for Business Practices of Interstate Natural Gas Pipelines; Order
No. 587-G, 63 FR 20072 (Apr. 23, 1998), FERC Stats. & Regs. Regulations Preambles
July 1996 — December 2000 § 31,062 (1998); Order No. 587, FERC Stats. & Regs.
131,038, at 30,060 (recognizing that standards development requires continuous adaption
to changed circumstances: *“standards development is not like a sculptor forever casting

(continued ...)
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15.  The natural gas scheduling system is based on several underlying principles. First,
the Gas Day is standard nationwide, beginning at 9:00 a.m. CCT and ending at 9:00 a.m.
CCT the following day. All nominations for transportation service are for a daily
quantity to be transported over that 24-hour period. The rate at which a shipper may use
its contracted quantity, also known as a flow rate, on a given pipeline is determined by
the individual pipeline’s tariff and the flexibility of that pipeline to permit non-ratable
flows. Except for special services, pipeline services are generally based on the
assumption of uniform hourly flows over the Gas Day. While Table 1 below lists the
effective times for nominations, changes to these nominations are limited by the
remainder of a shipper’s daily quantity and the remaining hours of the Gas Day.26
Second, interstate natural gas pipelines schedule their systems based on the priority of the
transportation contract held by the shipper. Nominations of firm transportation from a

primary receipt point to a primary delivery point (primary firm nominations) have the

his creation in bronze, but like ajazz musician who takes a theme and constantly revises,
enhances, and reworks it”).

25 For example, if a shipper with a contract for 2,400 Dth/day, schedules 1,200 Dth
at the Timely Nomination Cycle, and submits an intraday nomination at the Intra-Day 1
cycle, that shipper can increase its scheduled capacity, assuming capacity availability, by
no more than 1,600 Dth, bringing its total scheduled quantity to 2,000 Dth/day. This
occurs because the shipper has already operated for eight hours based on a daily
nomination of 1,200 Dth (50 Dth/hour). (8 hrs * 50 = 400 Dth). This leaves the shipper
only 16 hours to increase its flow rate to 100 Dth/hr, bringing its total daily quantity to
2,000 Dth (400 Dth for the first 8 hours + 1,600 for the remaining 16 hours).
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highest priority,>” followed by secondary—firm, within-the-path?® nominations,

15

secondary-firm, outside of the path nominations, and finally nominations from shippers

holding interruptible transportation capacity.

16.  The current NAESB WGQ standards establish four standard nomination periods

(i.e., periods during which a shipper can request transportation service under its contract)

for a Gas Day. As summarized in the figure below, the first two nomination

opportunities occur the day before gas flows, and the second two opportunities occur

during the day of gas flow.

Table 1: NAESB Gas Nomination Cycles

Nomination Nomination Notification of Nomination Effective | Bumping
Cycle Deadline (CCT) | Schedule (CCT) | (CCT) of IT
Timely 11:30 a.m. 4:30 p.m. 9:00 a.m. Next Day N/A
Evening 6:00 p.m. 10:00 p.m. 9:00 a.m. Next Day Yes
Intra-Day 1 10:00 a.m. 2:00 p.m. 5:00 p.m. Current Day | Yes

T A firm shipper’s primary receipt and delivery points are listed in its service

agreement and define the guaranteed firm transportation service the pipeline has

contracted to provide that shipper. The Commission also requires pipelines to permit
shippers to use all other points in the rate zones for which they pay on a secondary-firm

basis.

28 Secondary-firm nominations are firm nominations that include at least one
secondary point. Within-the-path nominations are nominations where the secondary
nomination point is contained wholly within the primary points listed in the shipper’s

contract.
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Nomination Nomination Notification of Nomination Effective | Bumping
Cycle Deadline (CCT) | Schedule (CCT) | (CCT) of IT
Intra-Day 2 5:00 p.m. 9:00 p.m. 9:00 p.m. Current Day | No

Before a pipeline schedules a shipper’s requested quantity under these standards, the
pipeline confirms the shipper’s nomination with upstream and downstream parties to
make sure the shipper has contracted for sufficient gas with an upstream supplier to fulfill
its nomination, and to ensure the downstream entity, such as a Local Distribution
Company (LDC), has sufficient capacity to accept that gas.

17.  The Timely Nomination Cycle is the most liquid time to acquire both natural gas
supply and transportation capacity. During that cycle, all of the pipeline’s nomination
priorities are in effect: primary-firm nominations have priority over secondary-firm
nominations, and secondary-firm nominations have priority owver interruptible
transportation.29 In subsequent nomination cycles, firm service scheduled in an earlier
cycle cannot be displaced or bumped by another firm nomination for that Gas Day.*° In

addition, firm intraday nominations have priority over, and thus can displace or bump

2% See P 14 supra.

%0 Transwestern Pipeline Company, 99 FERC { 61,356, at P 12 (2002) (“the
Commission's long standing policy on firm service is that once scheduled, whether at
primary or alternate points, the service may not be bumped by a nomination by another
firm shipper”).
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scheduled and flowing interruptible transportation.31 This policy recognizes that “firm
shippers are paying reservation charges for priority rights and those rights should include
the right to have a nomination become effective as early as possible onthe Gas Day

following the nomination. n32

However, the final intraday nomination (Intra-Day 2) cycle
is a “no-bump” cycle, meaning that interruptible transportation previously arranged for
cannot be displaced or bumped by a firm Intra-Day 2 nomination. In approving this
arrangement (referred to as the “No-Bump Rule”), the Commission found that it would
create a fair balance between firm and interruptible shippers and provide necessary
stability in the nomination system.

18.  Individual pipelines may offer additional scheduling opportunities beyond the
standard nomination cycles. However, shippers transporting gas over multiple pipeline
systems may have limited ability to utilize these additional scheduling opportunities if the

upstream or downstream pipelines cannot confirm those scheduling changes. Currently,

several pipelines offer additional nomination cycles.33

3118 CFR 284.12(b)(1)() (2013); Order No. 587-G, FERC Stats. & Regs.
131,062 at 30,672.

%2 1d. at 30,671.
%3 See, e.g., Texas Gas Transmission LLC, 137 FERC 1 61,093 (2011), order on

compliance, 138 FERC { 61,176 (2013) (Texas Gas); Gulf South Pipeline Company LP,
141 FERC { 61,262 (2012).
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2. Electric Scheduling

19.  Scheduling practices in the electric industry vary by region. Interms of processes
that are run by the 1ISOs and RTOs, the practice of scheduling resources generally
includes the commitment and dispatch of sufficient, deliverable generation to supply load
in a least cost manner, all based on generator availability and the transmission facilities
that will be in service that day. These processes for scheduling resources also account for
imports and exports, the provision of ancillary services, and contingencies that may limit
the availability of certain generation or transmission assets during the operating day.

20.  To perform the unit commitment and dispatch processes used to develop daily
resource schedules, ISOs and RTOs collect supply offers from generators and expected
demand from load serving entities. The 1SOs and RTOs then run market algorithms that,
accounting for transmission constraints and other operational limitations, determine the
least cost set of resources that can be used to serve load. Additionally, each ISO and
RTO also performs a reliability unit commitment process to procure resources, in
addition to those resources committed to serve the load bid into the day-ahead market, as
necessary to meet the ISO’s or RTO’s own forecast of the next day’s load and, in some
cases, other system needs. These reliability processes vary in each ISO and RTO - both
in name and in details of implementation.

21.  In terms of when resource scheduling processes take place, for most electric
utilities the 24-hour operating day begins at 12:00 a.m. local time. In ISO and RTO

regions, the system operators run the day-ahead unit commitment and dispatch in the day
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leading up to the operating day. Once these processes are run, they become effective at
the beginning of the operating day. Each ISO and RTO establishes its own timing for
executing the day-ahead and reliability scheduling processes, including the times of day
when bids and offers are due to the system operator, when the market and reliability
processes are run, and when the results of the scheduling processes are made available to
generators. The individual 1ISO and RTO day-ahead schedules are discussed in greater
detail below.

In non-1SO and RTO systems, the Commission’s pro forma OATT specifies that firm
interchange schedules need to be submitted by 10:00 a.m. day-ahead or a reasonable time
that is generally accepted in the region and is consistently adhered to by the Transmission
Provider. >

3. Commission Conferences

22.  As noted above, the Commission has engaged in an extensive dialogue with
industry on gas-electric coordination issues. These efforts were first formalized on
February 15, 2012, when the Commission issued a notice in Docket No. AD12-12-000

requesting comments on various aspects of gas-electric interdependence and coordination

% Pro forma OATT §13.8. Sc