NEPOOL Counsel Summary of 9/18/14 FERC Meeting re: Natural Gas Transactions
On September 18, 2104 the FERC held a public meeting to discuss issues related to how
transactions are conducted on the natural gas system and potential transactional improvements to
address the needs of electric generators for natural gas. The meeting included
representatives/speakers from various sectors of the natural gas and electric industries (load,
suppliers, marketers, exchanges, gas associations, and ISOs) and environmental interests.
Representatives from NYISO and PJM were among the speakers on the electric side (ISO-NE
was not present). There was a full house in the Commission meeting room.
Commissioner Moeller chaired the discussion (he was the only Commissioner present). He
announced at the outset that the FERC was opening a docket for this discussion and any followon to it including written comments. The Docket number is AD14-19-000.1 He also announced
the purpose of the meeting saying it was: (i) not about pipeline expansion and not an attempt to
discourage any efforts regarding pipeline expansion; (ii) not an advocacy for any particular
proposal; (iii) not a prelude to trying to force a pipelines into RTOs or otherwise restructuring
pipeline businesses; (iv) an attempt to overcome any real or perceived lack of transparency and
flexibility on natural gas transactions. Later in the meeting Commissioner Moeller said he was
interested in trying to fix any problems in the industry around the edges voluntarily to avoid
getting in a situation later where there might have to be mandatory changes if problems develop.
The meeting consisted of two parts, with the first part being a discussion of the problem and the
second part being a discussion of potential solutions and reaction to those proposed solutions.
Those who saw a problem with gas transactions were primarily from the electric side; most of
the gas industry participants did not see a real problem, but instead said there needs to be work
done to clearly identify what problem(s) exists and quantify the problem(s) in terms of dollars.
Those speaking more from the electric side (including Don Sipe, Jonathan Peress for
Environmental Defense Fund and Michael Kormos for PJM) identified the problem as the
natural gas industries lack of transactional transparency, granularity and compatibility with the
commercial needs of electric markets and generation. This lack results in economic
inefficiencies and potential reliability issues. Those speaking more from the gas side made the
point that the pipelines were designed for the LDCs, that if there is a transaction problem it needs
to be clearly identified and quantified, and there needs to be an answer to the question about who
pays for any desired fix. One gas industry speaker made the points that if electric generators
cannot recover higher costs due to firming up gas arrangements, that is not a gas industry
problem, and that people need to explore alternative solutions as well to deal with the need for
greater system flexibility, such as energy storage. PJM said it would be happy to pay for greater
gas system flexibility, so long as it can get the gas it needs when it needs it and not have to burn
gas that it does not need to burn for reliable operation.
There were two potential solutions that were discussed at a high level. One was a proposal (see
attached PDF) from Don Sipe on behalf of American Forest & Paper Association, for creation of
an automated information and trading platform for natural gas. This proposal was also presented
back in April at a FERC meeting on winter 2013/14 reliability. The proposal trading platform is
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intended to allow for greater transparency and flexibility of trading natural gas and to allow for
better matching of gas resources with electric system needs. The other proposal was from the
Environmental Defense Fund (see attached PDF) and is intended to allow for short-notice, nonratable natural gas delivery service from pipelines. Again, this proposal is intended to allow for
better pricing, flexibility and matching of the gas and electric systems.
Reaction ranged from the exchanges saying they are happy to try to adapt their commercial
offerings to what the industries want, to some on the electric side suggesting that a gas side
change to transactions might need to be mandated, to those on the gas side expressing either no
need for a change, a desire to avoid unnecessary costs of such a change or thinking that the
proposals are an attempt to involuntarily restructure the gas industry.
Commissioner Moeller made the point that the gas industry should listen to and try to
accommodate its growing electric customer base, but that this discussion was intended to find
voluntary, incremental solutions. The discussion will continue, including in this docket, where
the Commission will post any written comments.
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POST-MEETING NOTICE
(September 19, 2014)
On September 18, 2014, Commissioner Philip D. Moeller convened a meeting to
discuss ideas to facilitate and improve the way in which natural gas is traded, and explore
the concept of establishing a centralized information and trading platform for natural gas.
As announced at the meeting, the above-captioned docket was created to allow
interested parties to file written comments on any issue that was discussed at the meeting.
The Commission strongly encourages electronic filings of comments in lieu of paper
using the “eFiling” link at www.ferc.gov. Persons unable to file electronically should
submit an original and 5 copies of the comment to the Federal Energy Regulatory
Commission, 888 First Street, NE, Washington, DC 20426. Additionally, comments are
strictly limited to no more than five (5) pages and due by October 1, 2014.

Kimberly D. Bose,
Secretary.

