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TO:
NAESB DSM-EE Distribution List
RE:
Final Minutes of the September 25, 2007 Demand Side Management/Energy Efficiency Subcommittee Meeting 
DATE:

October 12, 2007
Demand Side Management/Energy Efficiency Subcommittee
North American Energy Standards Board, Electric Reliability Council of Texas (ERCOT) – Austin, TX
September 25, 2007 10:00 AM – 4:00 PM Central
Final Minutes
1. Opening Remarks
Mr. Wattles introduced himself and ERCOT and welcomed everyone to Austin, ERCOT and the meeting.
2. Administrative

Mr. Wattles along with Mr. True and Mr. Koogler led the meeting on behalf of the NAESB.  Mr. Overtree gave the anti-trust advice.  Mr. Koogler moved that the agenda be approved as drafted.  The agenda was approved by consensus.    After discussion and a few amendments offered, the minutes of the July 26, 2007 meeting were approved.
3. Discussion of deliverables – Wholesale Electric Markets:
Mr. Wattles reminded the subcommittee that objectives for wholesale market are business practice standards for the measurement and verification of demand side resources.  He added that WEQ is primarily interested in “Demand Response,” which he defined as “Services open to loads’ participation.”  Messrs. Wattles and Winkler then described the eight-hour drafting session held yesterday at ERCOT, wherein members of the ISO-RTO Council (IRC) created the beginnings of a “matrix” of the existing DR (Demand Response) programs—and the corresponding measurement and verification techniques—currently administered by ISOs and RTOs.
Mr. Pickles facilitated the discussion.  He began by describing the division of the scope of work among wholesale markets in ISO and RTO footprints, wholesale markets that do not operate in ISO and RTO footprints and retail markets. Next Mr. Pickles introduced the wholesale market topics onboard for today’s meeting and invited additions and alterations to the agenda.

· Steve Isser

Matrix and census of M&V protocols of existing DR programs and ancillary service markets at ISOs/RTOs and non-organized markets
Mr. Isser introduced the subcommittee to his draft Demand Response Measurement and Verification Literature Review, found at http://www.naesb.org/pdf3/dsmee092507w3.doc and requested all readers to send him corrections, questions and suggestions.  He repeated the overall finding that there is much more complexity in existing DR programs than he anticipated.  He added that many DR programs are recent, and many are buried deep in tariff filings, particularly for the entities operating in non-RTO or non-ISO regions.  He asked readers from those markets especially to check and supplement his findings.
He explained that M&V (measurement and verification) is a crucial feature of some DR programs, as the proponents must demonstrate to NERC the reliability of DR for supply planning, just as for other resources.  He then proceeded to discuss the varying degrees of M&V for the eight classifications of DR listed on the first page of his draft.  
For example, regulation and spinning reserve services traditionally have no M&V issues—loads either respond in real time or they do not, and every response is metered.  There may be more M&V issues if the new ISO-NE invitation to aggregated loads to provide reserve finds any takers.  For the opposite reason, non-spinning and reliability reserve services are not much in need of M&V.  As they need react only after 30-120 minutes, they have little impact on system stability, thus have been measured and verified at leisure and with less rigor.  

For reliability reserve, emergency interruptible, real-time and day-ahead responses (to prices), M&V of the baseline usage becomes crucial, as usually there exist no meters measuring time-of-usage of these providers.  Some ISOs now require 2% meters, though not IDR.  Technology is advancing, and cost of metering is falling, so Mr. Isser predicted that eventually even non-stability DR will be metered as stability-DR is today.

Mr. Pickles asked the ISO/RTO representatives in attendance whether there are any general types of DR not covered by Mr. Isser’s categories.  Mr. Wattles replied that the IRC identified eleven types and that not all types fit together.  Some level of scrutiny will be given to the categories to ensure that the matrix being developed by the IRC and the preamble being developed by Mr. Isser are consistent.  

Mr. Wattles asked Mr. Isser to comment on the degree of commonality he found among the DR programs.  Mr. Isser replied that he found little commonality or uniformity, probably due to the diversity from each individual stakeholder process held by each ISO to formulate the DR programs.  In particular, all M&V in existence seems to have been developed on an ad hoc, case-by-case basis.  Protocols resulted from individual negotiations without guidance of precedents.  Some ISOs may be more lenient on verification, while the other ISOs are arguably too restrictive, which could result in higher costs and discouraging the entry of demand-side suppliers to the market.
· Wholesale Electric Market Comments from September 14
Mr. Wattles explained the work product by the IRC at its meeting yesterday.  He asked that it not be posted at this time, as it is in a rough draft form and has not gone though a management review.  Mr. True asked whether the IRC will continue to work on this matrix between subcommittee meetings, and Mr. Wattles replied that it would, and would benefit by having the deadlines associated with subcommittee meetings.  
He agreed that by the November 30 meeting, the IRC would have a position on whether it could complete its matrix by March 31, 2008.  He added that although there are no further discussions yet scheduled, each IRC member has delegated to a single point of contact the responsibility to move work forward on the draft matrix.  Ms. McQuade noted that as issues came up on this item, she would contact Mr. Winkler.  As of now, the target date for completion of the matrix is March 31, 2007.  Once the matrix is complete, business practice standards can be developed from it.
In further discussion, Mr. Wattles noted that each ISO and RTO has DR programs that differed in origin and management, and were unlikely to agree on the same M&V methods.  The IRC did seem to agree on objectives for five M&V topics that are not yet in place, and some of that discussion tending toward uniformity in some areas did take place yesterday. 

Mr. Isser offered to help collect input on the matrix from the IRC’s market participants.  Mr. Koogler suggested adding distributed generation to the matrix.  Mr. Raher requested the drafting of a Retail matrix similar to IRC’s draft.  Ms. Titus replied that Northeast Energy Efficiency Projects is recommending the deferral of retail standards for energy efficiency at this time.  

Ms. Michals, also of Northeast Energy Efficiency Projects, suggested further dialogue between the subcommittee and NARUC at NARUC’s November meeting, and that the subcommittee look at  National Action Plan for Energy Efficiency (NAPEE) M&V manual, under development.  She also recommended that NE-ISO’s standards be used for energy efficiency. Ms. Michals agreed that she was not opposed to the subcommittee focus on wholesale issues while postponing any work on the retail work at this time.
Mr. Isser pointed out that achieving consistency across wholesale and retail markets is important if we hope to maximize participation.  Better communication between ISOs and the states is crucial to that consistency.   Ms. Michals agreed that a “common currency” on evaluation of DSM (Demand side Management) and EE (Energy Efficiency) would be beneficial.  She pointed out that NE-ISO is the only wholesale marketplace in which EE participates.

Mr. Pickles reminded everyone that NAESB’s objectives have never included drafting standards with nationwide applicability; he reminded the subcommittee that the foundational request came from a retail market interest with state PUC support.
Ms. McQuade added that NAESB is a resource for development of voluntary standards that the states (in the case of retail market application) or the FERC (in the case of wholesale market application) may find helpful and choose to support.  For states or regions that do not support or find NAESB work products helpful, then there is no need for them to consider such work products as they set regulatory policy.   Mr. Isser agreed that by promoting consistency, he did not mean that NAESB take positions on which measures are superior to others, nor on which policies should be applied to demand side management, but only some minimum consistent measurement guidance, for those who may find it helpful.
Mr. Winkler pointed out that distinctions between wholesale and retail market application are quite blurry in practice, as all the necessary participants in wholesale programs are the same participants in retail programs.   Mr. Isser added that everyone who sells at retail also buys at wholesale, so the distinction becomes less defined.  With another perspective, as distinctions between retail and wholesale applications are minimized, they are not minimized from a statutory distinction. The statutory distinction between wholesale and retail market application will persist indefinitely, as the retail markets regulated by the states are clearly exempt from federal regulation.  
Mr. Isser further delineated the objective by noting that private contracting parties do not need M&V standards, as they can negotiate and agree upon them; NAESB’s work is for the regulatory process where measurement is required and not negotiable.  Mr. Koogler noted that the states in which Dominion operates for years have had de facto standards for retail demand response, via tariff provisions.  Ideally, those tariffs should be consistent with ISO requirements for wholesale DR.  It was noted that NERC could identify and set standards to support the reliability of the power grid.  Consistent M&V requirements to support reliability may be set by NERC.  
Next Mr. Isser discussed the wholesale markets that do not operate within an ISO-RTO footprint.  A matrix for those markets will also be needed, for consistency and gaps analysis.  Mr. Wattles noted that while ISOs and RTOs serve 67% of U.S. electricity demand, market participants need consistency for the entire 100%, which means wholesale markets that do not operate within an ISO-RTO footprint should also be reviewed for inclusion.
In response to questions, Mr. Wattles noted that retail EE programs could fit into the IRC’s matrix, with exclusions for municipalities and rural cooperatives.  Mr. Miyaji pointed out that curtailment service providers want the same M&V standards for application to the retail markets and the wholesale markets.
[The subcommittee recessed for lunch]
· Review and Adoption of the July 26, 2005 Minutes.
Mr. Koogler requested that his name and Mr. True’s name be exchanges for each other on the first page.  There being no other suggested amendments, Mr. Winkler moved that the July 26 Minutes be approved as amended.  The motion was approved unanimously.

4. Next Steps for Wholesale Electric Market Standards Development
Mr. Koogler summarized the prevailing view of the subcommittee, that both wholesale and retail standards development should be pursued, as they are synergistic and need to be consistent.  He suggested that the subcommittee begin with the format of the matrix formed by the IRC and apply the format to matrices for the wholesale markets that do not operate within an ISO-RTO footprint and the retail markets.  

Next Mr. Koogler asked for comments from the Virginia PUC representatives in attendance.  Mr. Eichenlaub replied by thanking the IRC members for their work, and agreeing that he sees little distinction between M&V standard applications to the wholesale markets and retail markets —and agreed that the synergy between wholesale and retail is valuable and should not be discounted even though the intended users may be from different markets -- wholesale or retail.  This position does not discount the difference between state and federal policy for demand side management programs, but does recognize that there may be similarities in operations that could benefit both markets.  For relevance, he noted that the Virginia PUC is reviewing retail loads and their applicability to demand control.  Mr. Eichenlaub went on to say that DSM has been practice for more than 30 years.  Measurement technology has advanced and become more affordable; and as such, the existing programs should be reviewed for change to take advantage of the technology improvements.
Specific to Virginia, he added that the Corporation Commission is to deliver a plan to the Governor a plan by yearend 2007 with both short and long-term objectives.  NAESB’s goal, to consider and develop M&V standards, will be helpful and they look forward to working with NAESB.
Mr. Wattles thanked Mr. Eichenlaub for his comments, and invited all State PUCs who wish to participate, to do so.  He noted the attendance today of representatives of the Texas PUC also.

· Changes to Task List as a result of discussions

Ms. McQuade noted that the task list undergo significant revisions to reflect the focus of t he group on development of the three matrices, the preamble and the glossary in light of today’s discussion.  As notes for the key changes:

· Mr. Isser’s survey of the ISO/RTO markets is earmarked to become part of NAESB’s eventual publication – as a preamble to the standards.  Accordingly, any comments on this work product should be forwarded to Mr. Isser, and he should amend to add the IRC’s information presented here today and equivalent information from the wholesale markets that do not operate within an ISO-RTO footprint. (Mr. Koogler suggested using EEI’s existing research for the latter, and Mr. Sailers suggested that the Midwest Demand Response Initiative might have surveyed existing “non-organized” programs, which may also be applicable).
· The draft IRC matrix will be available to the subcommittee for its work, once it is vetted through the IRC management.  This matrix will serve as a foundation for any DR standards development.

· The wholesale markets that do not operate within an ISO-RTO footprint will develop a similar matrix to the IRC.  This matrix will serve as a foundation for any DR standards development.

· The retail markets will develop a similar matrix to the IRC.  This matrix will serve as a foundation for any DR model business practices development.

· There will be no surveys.  The matrices will be sent out for industry comment as will the proposed standards and model business practices language resulting from the matrices.  The comments will provide additional refinements and modifications to the proposed standards development.  
As the task list was being discussed, it was asked whether there should be a limit on the amount of DR to be relied upon.  Could ISOs or states become too dependent on supply from demand response programs?  Mr. Hughes surmised that NERC would reach that question, as an issue of reliability.  Mr. Pickles reminded the meeting that NAESB does not make policy decisions, such as whether there is too great a reliance on supply from demand response programs, and even so, it would be the province of NERC rather than NAESB to respond to the impact on reliability.
5. Discussion of deliverables – Retail Electric Markets and next steps for Retail Standards development:

There followed a discussion of the draft NAPEE document to be published later this year, but not available publicly in draft form as of the time of this meeting.  Mr. Overtree noted that NAPEE’s draft specifically excludes pre-measure evaluations.  Mr. Crouch noted that NAPEE offers little guidance on demand response as discussed here today.  Mr. Pickles noted that he is still analyzing NAPEE’s discussion draft.  Ms. Nevius added that NAPEE plans to issue another draft installment of its position in October or November.  
Ms. McQuade pointed out that it is our expectation that this subcommittee’s work will support NAPEE’s efforts, not conflict with them.  Mr. Pickles suggested that the concern about overlap seems to center around energy efficiency, rather than demand response – which is the focus of several of the tasks highlighted today.  It was further noted that all ISOs purchase demand response products, but only ISO-NE so far purchases energy efficiency products.  He pointed out that EE could be measured at the wholesale level.  Mr. Pickles summarized by stating that the subcommittee’s challenge from a retail perspective is to meet the need of state commissions who are working with NAESB to provide work products that could be helpful to their efforts, and to meet the needs of market participants – both active and potential -- for model business practices that would support state policy and encourage a more robust retail market.
6. Glossary Status
There was a request for a NAESB definition of demand side management.  It was noted that DSM includes reliability-related demand response, priced demand response and energy efficiency, but not distributed generation.  Mr. Pickles thought there should be no restrictions on the definition of DSM -- DSM included both DR and EE and has been used as an umbrella term encompassing DR and EE programs.  It was noted that EPRI’s 1983 definition for DSM, which listed the various products could be helpful.  Mr. Isser added that EPRI considered only the regulated resource planning process, which is not broad enough for the effort undertaken applicable to NAESB. He noted that DR programs are measured at the operations level, which DSM is measured at the planning level. 
Mr. Precht confirmed that the author of the current, second draft glossary is no longer available to continue, and graciously agreed to lead the DSM-EE Glossary work.  Ms. McQuade noted that there is a FERC publication available that might prove helpful, (http://www.ferc.gov/industries/electric/indus-act/demand-response/glossary.pdf), as well as several others that should be reviewed.  It was added that the glossary should contain a reference to the source of the definition.  
Mr. Isser asked whether IRC’s form of matrix could be used for the “non-organized” and Retail matrices, even though the content is not yet ready for publication, and Messrs. Wattles and Winkler agreed.  Mr. Eichenlaub suggested adding a column labeled “Source” or some such title, to show where the program requirements were found in the research.

Ms. Alexander asked of the status of the topics list provided in work papers and the comments provided for those topics.  Ms. McQuade explained that a judgment had been made by the subcommittee instead to focus on demand response first as a response to a request from NARUC.
Mr. Pickles then led the group in drafting on the overhead projection screen a list of the DR research needed including direct load control, load control by end user energy storage, programmable thermostats, peak alerts, interruptible rates, end user education on time-of-day use, peak-time rebates, different prices for peak and off-peak usage and frequency switches in appliances.
7. Next Steps and Meetings

Groups will be formed from interested volunteers to continue drafting for the three matrices, the preamble and the glossary.  

The next meeting is scheduled for November 30, to be hosted by Dominion, at its facilities (120 Tredegar Street, Richmond VA 23219) from 10 A.M. to 4 P.M. Eastern.   Ms. McQuade and subcommittee chairs will draft and post an agenda.  The agenda will include status reports and discussion on the preamble, the three matrices – (1) Wholesale Market Matrix for entities operating in an ISO-RTO footprint, (2) Wholesale Market Matrix for entities that do not operate within an ISO-RTO footprint, and (3) a Retail Market Matrix, the glossary and a discussion and update on recent related industry meetings.  Ms. McQuade added that she would work with the chairs and announce to the subcommittee additional meeting times and venues. 
8. Adjourn
Mr. True moved to adjourn.  The meeting was adjourned at 3:45 p.m. Central.
9. Attendance
	Name
	Organization
	Attendance

	Roy True
	ACES Power Marketing
	In Person

	Neal Allen
	Alabama Power Company/Southern Company
	In Person

	Judy Ray
	Alabama Power Company
	Phone

	Terry Grabiak
	Allegheny Energy
	Phone

	Mariam Arnaout
	American Gas Association
	In Person

	Phil Precht
	BGE
	Phone

	Wendell Miyaji
	Comverge
	In Person

	Chris Perry
	Constellation NewEnergy
	In Person

	Wei Zhao
	Constellation NewEnergy
	In Person

	Nicholas Planson
	Consumers Power line
	In Person

	Paul Pietsch
	Demand Response Coordinating Committee
	Phone

	David Koogler
	Dominion
	In Person

	J. Clayton Crouch
	Dominion Virginia Power
	In Person

	Bruce Sailers
	Duke Energy
	Phone

	Abraham Raher
	Efficiency Valuation Organization
	Phone

	John Hughes
	Electricity Consumers Resource Council 
	Phone 

	Bob Boyle
	Energy Curtailment Specialists
	Phone

	Marjorie Perlman
	Energy East
	Phone

	Rick Paradis
	EnerNOC, Inc.
	In Person

	Mark Bruckner
	Entergy
	Phone

	Susan Munson
	ERCOT
	In Person

	Paul Wattles
	ERCOT
	In Person

	Ryan Irwin
	FERC
	Phone

	Paul Smolen
	Fox Smolen and Associates
	Phone

	Jay Zarnikau
	Frontier Associates
	In Person

	Steve Isser
	Good Company Associates
	In Person

	David Pickles
	ICF International
	In Person

	Lou Ann Westerfield
	Idaho Public Utilities Commission
	Phone

	Eric Winkler
	ISO-New England
	In Person

	Pat Moast
	Lower Colorado River Authority
	In Person

	Barbara Alexander
	Maine Public Advocate
	Phone

	Gray Staples
	Mendota Group
	Phone

	Michael Robinson
	Midwest ISO
	In Person

	David Huffman
	NAESB
	Phone

	Rae McQuade
	NAESB
	In Person

	Ed Overtree
	NAESB
	In Person

	Denise Rager
	NAESB
	In Person

	Jim Templeton
	NAESB
	In Person

	Mary Ann Ralls
	National Rural Electrical Cooperative Association
	Phone

	Julie Michals
	Northeast Energy Efficiency Partnerships
	Phone

	Elizabeth Titus
	Northeast Energy Efficiency Partnerships
	Phone

	Cherie Gregoire
	NYSERDA
	Phone

	Scott Wardel 
	Occidental Chemical
	In Person

	Debbie McKeever 
	Oncor
	In Person

	Craig Boice
	Peak Load Management Association
	Phone

	Pete Langben
	PJM Interconnect
	In Person

	Shawnee Claiborn-Pinto
	PUC of Texas
	In Person

	Bob Schwermann
	SMUD
	In Person

	Carol Biedrzycki
	Texas Ratepayers Organized to Save Energy
	In Person

	David Chamberlain
	TVA
	Phone

	Darrick Wright
	TVA
	Phone

	Mack Wallace
	TXU Energy
	In Person

	Dave Eichenlaub
	Virginia SCC
	In Person

	Diane Jenkins
	Virginia SCC
	In Person
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