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FERC Rulemaking





Order 587-M on GISB Standards Version 1.4 Issued.  On November 30, the Commission issued Order 587-M (RM96-1-015), a final rule incorporating the most recent version of the Gas Industry Standards Board standards, Version 1.4, to be implemented May 1, 2001.  The new version includes standards to implement pipeline interactive Internet web sites, critical notices and multi-tiered allocations.  The order also directs Staff to convene a technical conference on cross-contract ranking.  GISB notified the Commission that it was unable to come to a consensus on that issue -- pipelines were willing to move to a process of confirming on an entity-to-entity basis, but the LDCs and producers also wanted to require pipelines to provide detailed confirmation data to working interest owners and downstream parties.  The Commission determined that it did not have sufficient information to rule on this issue and directed Staff to hold a technical conference to address cross-contract ranking.  





Roundtable on Affiliate Issues Scheduled for January 31, 2001 (PL00-1).  As promised in Order 637, the Commission has scheduled a roundtable focusing on pipeline affiliate issues.  The roundtable conference will take place on Wednesday, January 31 at 1:00 p.m., with preliminary comments and requests to participate due by January 5, 2001.   The purpose of the conference is to discuss how changes in the natural gas market may impact the Commission's regulation of pipelines and their affiliates and non-affiliates, as well as capacity holders and their affiliates, capacity managers and agents.  The notice asks that parties submit written comments to identify issues and examples to foster a meaningful dialog and to suggest questions the Staff moderator may wish to pose to the panel.  The broad question in the notice is whether the current standards of conduct need to be eliminated, expanded or modified based on the changing nature of the industry, and whether there should be uniform standards for all holders of pipeline capacity, or do distinctions need to be made in the treatment of affiliate relationships (and ownership rules) between the gas and electric industries.  More specific questions are listed concerning the current regulatory approach, potential benefits or abuses, and an examination of alternative approaches to regulate affiliate transactions beyond the current standards of conduct and reporting requirements.





Rehearing Requested in Panhandle Eastern/NGPL For Netting and Imbalance Trading, RP00-613/RP00-631.  Illinois Municipal Gas Agency filed for rehearing in these proceedings arguing that pipelines must provide for netting and trading of daily scheduling imbalances per Order Nos. 587-G and 637/637-A. 








ETS-Related FERC Orders and Filings





Florida Gas  


FERC noticed FGT's filing submitting actual end use data from customers pertaining to the DVC certification (RP99-351).   


FGT filed tariffs sheets detailing the 2001 GRI funding mechanism for GRI charges pursuant to the January 21, 1998, GRI Settlement  (RP01-136-000).





Northern Border  


Filed tariff sheets, to become effective January 1, 2001, revising the Maximum Rate and Minimum Revenue Credit under Rate Schedule IT-1 in accordance with the terms of that rate schedule.





Northern Natural   


On November 24, FERC noticed the summary settlement on Kansas Ad Valorem Tax Refund Matters on NNG’s system.  The settlement was filed on November 20 (RP98-39-000).  On November 30, Northern filed comments in support of the settlement.  


The Commission noticed  compliance tariff revisions that reflect the use of a five-year base period to determine VFT Shippers’ load factors and delete any references to LFT (RP00-264-001).  


On November 30, filed tariff sheets to set forth Rate Schedule VFT base rates, to reflect the impact of the SLA rate adjustment to Northern’s VFT rates  (RP01-76-).   


On November 30, FERC issued a Letter Order approving tariff sheets reflecting Carlton Sourcers’ flow obligations under current tariff provisions for the 2000-2001 heating season (RP96-272-018).   


In a Letter Order issued November 30, FERC accepted and approved Northern’s tariff sheets to implement a negotiated rate with Midwest Gas subject to certain conditions.  FERC directed Northern to refile the sheets with the transmission rate and construction reimbursement charge separately stated to allow other shippers to determine the rate  (RP96-272-019).   


NNG filed tariff sheets to set forth the approved 2001 GRI surcharges for the 2001 calendar year in accordance with the GRI Five-year Plan approved in docket #RP00-313  (RP01-).   


On December 1, filed to establish the System Balancing Agreement cost recovery surcharge to be effective January 1, 2001.  The SBA surcharge for 2001 will be $0.157/dth, which is an increase of $0.040 from the 2000 rate (RP01-).  


On November 22, FERC noticed NNG’s filing canceling rate schedule T-44 from Original Volume #2 Gas Tariff (CP00-433).  


Filing noticed by FERC on November 30 on the Platte River A-Line Abandonment.  Landowner notification letters and newspaper notices were sent the same day to comply with FERC regulations  (CP01-33).  


Filed the Semi-Annual Storage Report which includes activity under Northern’s Firm Deferred Delivery (FDD) and Interruptible Deferred Delivery (IDD) services for May – October, 2000, injection season.  


Filed statement showing comparison of estimated and actual costs incurred for the Oakland A-Line replacement project (CP00-278-000).





Transwestern   


On November 30, filed revisions to TW tariff to provide ROFR rights to be negotiated and granted to shippers who may be entering into max. rate contracts for 12 months or more.  Implementation of this proposal will accommodate the BP Amoco deal effective Jan 1, 2001 (RP01-).  


Filed tariff sheets to set forth the approved 2001 GRI surcharges for the 2001 calendar year in accordance with the GRI Five-year Plan (RP01-) 


Filed a negotiated rate transaction with Sempra Energy Trading effective December 1, 2000.  


Filed a Request for Waiver and Extension of Time to file a statement of the actual costs after authorized facilities have been constructed.  TW requests an extension of this requirement until December 31, 2000  (CP99-522-000).  


On November 22, FERC noticed compliance filing implementing the trading of operator imbalances  (RP00-626).








Order No. 637 Update





Below are summaries of the first wave of Order 637 proceedings.  Most pipelines whose proceedings have begun are pursuing informal settlement discussions this month. 





ANR, RP00-332.  After three technical conferences at FERC, ANR is committed to developing a total consensus document.  ANR is circulating their latest revisions to customers (December 7th). Customers are meeting (December 15th) separately from FERC to discuss ANR's proposal.  A follow-up technical conference is scheduled for January 11 at FERC.


Dominion, RP00-344.  Dominion has held at least five meetings with customers to work out a settlement in this proceeding.  Settlement negotiations have gone so well that the pjpeline has cancelled a technical conference scheduled for December 14th in the hopes of filing a settlement document with the Commission soon.


Koch, RP00-340.  Koch has circulated revisions to its Order 637 filing, including a settlement proposal for segmentation.  There will be a conference call between Koch and its customers on December 5th for comments.  A follow-up technical conference will be scheduled at FERC for sometime in January.  [Koch, previously adament that segmentation is not possible on its system, has developed a segmenting proposal that would allow customers broader supplemental rights in the zones in which their primary receipt and delivery points are located.  When points are located in different zones, the customer would be entitled to utilize its full MDQ in each zone.  Critical to Koch's offer is that all segmented transactions are scheduled on a supplemental basis for operational integrity.  The right to segmentation can be waived by customers and it will be available on a prospective basis only for new or renegotiated contracts.  Koch is also proposing a "segmentation fee" to be assessed either to those customers utilizing segmentation or by all Koch customers.]


Colorado Interstate, RP00-325.  CIG will circulate revisions by December 1st as discussed in the second technical conference.  Comments are due December 10th.  CIG will follow Dominion's lead and schedule settlement meetings with parties before meeting with FERC again.


Tennessee Gas, RP00-477.  Tennessee is circulating revisions by December 8th based on discussions at its November 14th conference.  Parties will meet within two weeks of December 8th to discuss the pipe’s revisions.


Kinder Morgan, RP00-343.  KM plans to circulate revisions by December 15th with a conference call scheduled for January 4th for feedback from customers.  The pipeline believes there may not be a need for a second technical conference and hopes to file a settlement and implementation plan with FERC by the end of January.


Upcoming Technical Conferences:  Transco, December 7; East Tennessee, December 12; Columbia Gas and Columbia Gulf, December 14 and December 13 respectively; Panhandle, January 9.








Specific FERC Cases





Dauphin Order Denies Rehearing, CP97-119.  At issue in this order is whether a portion of Dauphin's facilities are performing primarily gathering functions.  Dauphin contends that FERC was in error in not finding that all facilities were gathering, composed of three discrete sets of facilities.  FERC reviewed the facilities as presently configured since an expansion using the primary function test and central-point-in-the-field factor (See Sea Robin) and affirms their earlier finding that Dauphin's system serves transportation functions. 





Mississippi River Allowed to Include Fuel Prior Period Adjustments, TM00-1.  FERC granted rehearing and allowed MRT to recover fuel prior period adjustments.  MRT miscalculated based on ineffective equipment and understated the lost and unaccounted-for-gas levels relating to years 1996-1997, 1997-1998 (approximately 4 Bcf).  Relying on a recent Transco order, FERC describes a number of factors that are to be considered to allow prior period adjustments and concludes that to not allow MRT to include prior period adjustments would be the equivalent to imposing a penalty on MRT.





Panhandle Eastern Granted Rehearing on Hourly Service, RP00-162.  On November 24, the Commission granted rehearing and accepted Panhandle’s compliance filing on its Hourly Firm Transportation (HFT) Service subject to the outcome of its Order 637 proceeding (RP00-395).  This order addresses the appropriate penalties associated with the service.  Panhandle proposed to use of electric prices to assess penalties (Average ECAR prices).  Dynegy and Indicated Shippers protested.  The Commission agreed with the protestors and in a completely circular discourse reasons that (1) the proposed penalty could result in excessive penalties and (2) would likely be ineffective in deterring overruns when the price of electricity is high.  Panhandle is directed to replace the ECAR based penalty with a $10/MMbtu penalty.





Kern River Files Certificate Application, CP01-31.  Kern River has filed a certificate application to expand its capacity from Wyoming to California to serve 124,000 Mcf of new firm, long-term capacity commencing May 1, 2002.  Kern is requesting an up-front determination that the project qualifies for rolled-in rates, approval for provisions establishing an electric compressor fuel surcharge and approval of its proposed accounting treatment for certain expansion costs.  The facilities will be located in Utah, California and Wyoming and are estimated to cost $80 million.





Commission Comments on Distinction Between Negotiated Rates and Impermissible Negotiated Terms in Dominion Order, RP96-383-012.  Before the Commission was a negotiated service agreement requiring the shipper to pay specific rates for gas shipped and an additional charge if a specific minimum amount of gas is not transported.  The FERC accepted the rates for filing allowing them to take effect Nov. 1, subject to Dominion providing requested information.  There is some helpful language in the order regarding what constitutes a negotiated term and condition versus what is permissible.   For example, the FERC says it is permissible to negotiate a minimum monthly bill that is calculated by multiplying a minimum volume level by a usage charge.  Under such contracts, "the shipper is not obligated to actually take service at the minimum level; it simply must pay a minimum amount of money irrespective of its actual level of service."  The FERC, however, went on to say that though the rate provisions provide for a permissible minimum bill, the separate full-requirements provision of the deal may violate Commission policy (negotiated term) if it is intended to affect the service itself and not just the rate for the service.








Electric Matters





EPMI's Protest of GridFlorida Filing.  In its protest, EPMI characterizes the GridFlorida filings as a generally favorable initiative, claiming however, that the filing is deficient with respect to the grandfathering of physical transmission rights to native load and pre-existing contracts, with no auction of the capacity, is inefficient and contrary to the Commission's preference for a market mechanism.  EPMI also raised concerns over the lack of a real-time balancing marketing, the governing board selection process, and interconnection procedures.  


	








Industry Matters





INGAA/FERC Christmas Party is scheduled for December 19. 


 


INGAA Regulatory Policy Committee Meeting.   On November 30, the INGAA regulatory policy group gathered to discuss a number of current regulatory issues, including the current FERC certificate outreach meetings, the status of Order 637 proceedings, the upcoming GISB vote on intraday capacity release and recall, and most importantly, the upcoming affiliate conference. With written comments in the marketing affiliate conference due on January 5, the group divided up drafting responsibilities.  Detailed notes from the meeting will be distributed separately.  The group anticipates meeting again on the afternoon of December 18 to continue preparations for the conference.





EIA Issues “Early Release of the Annual Energy Outlook 2001.”  The Energy Information Administration of DOE has issued a six page “early release” of information to be included in the Annual Energy Outlook 2001 [AEO2001].  The complete report will be issued on December 22, 2000.  The AEO2001 looks at key energy issues through 2020, and forecasts higher prices, demand and production for natural gas.  The higher forecasts are based on a higher projected growth rate of the U.S. economy, measured by gross domestic product.  The 2001 Outlook forecasts an annual average growth rate of 3.0%, almost a full percentage higher than the 2000 growth rate projection of 2.1%.  Energy statistics in the 2001 edition include a higher forecast for total natural gas demand in 2020 (3.2 TCF higher than the 2000 projection) due to higher projected demand for natural gas in the electricity generation sector.   The 2001 edition also forecasts the natural gas share of electricity generation to increase from 16% in 1999 to 36% in 2020.  For the complete six page early report, go the EIA website at http://www.eia.doe.gov/oiaf/aeo/earlyrelease/index.html.





Alliance to Begin Service Today.  The Alliance Pipeline, bringing supply from the Western Canadian Basin to Illinois, begins commercial service today.  The pipeline will transport, on a firm basis, 37.5 million cubic meters, or 1.33 billion cubic feet, of natural gas a day on behalf of its contracted shippers.  In a press release issued Thursday, Alliance Pipeline said its new system is only capable of transporting 10% of Alberta's and British Columbia's total gas production destined for export to either eastern Canada or the U.S. 





EEI Responds to Energy Standards Board Strawman. Last spring, GISB was asked to develop retail gas and electric standards.  Electric matters are not currently within GISB's governance scope.  The GISB Board formed a committee to study whether there is industry support to reconstitute the GISB organization into an Energy Standards board.  The committee prepared a strawman of what a combined Energy Standards Board might look like following existing GISB procedures and voting rules, and presented the strawman to various industry groups, including EEI.  In a response posted this week, EEI embraces the principles set forth in the GISB strawman, but offers a different governance structure.  The main difference is that EEI proposes to keep existing standards-setting organizations in place (GISB for wholesale gas, UBP for retail gas and electric, and NERC for wholesale electric), each with its own procedures and voting rules.  The Energy Standards Board would be constituted as an umbrella organization to coordinate standards-setting. The GISB Board will in December 7 to talk about whether or how to proceed with the Energy Standards Board strawman.  The EEI response can be viewed at www.ubpnet.org. 











�PAGE  �6�


WK7_2_9.doc





Wk.doc











