Comments Submitted by J. Sorrels, American Electric Power Service Corporation


NORTH AMERICAN ENERGY STANDARDS BOARD (NAESB)
DRAFT RECOMMENDATIONS FOR PROPOSED MEASUREMENT AND VERIFICATION BUSINESS PRACTICE STANDARDS FOR DEMAND RESPONSE PROGRAMS ADMINISTERED IN WHOLESALE MARKETS
THAT MAY BE THE SUBJECT OF INDIVIDUAL TARIFFS

FILED AND APPROVED BY THE

FEDERAL ENERGY REGULATORY COMMISSION

COMMENTS OF 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

I.  INTRODUCTION

1.  American Electric Power Service Corporation, on behalf of the operating companies of the American Electric Power System
 (collectively “AEP”), provides these informal comments for the National American Energy Standards Board (“NAESB”) consideration.  

2.  AEP is a public utility holding company providing wholesale and retail electric service to customers in parts of eleven states.  AEP owns an extensive electric transmission system used to provide service to customers and to facilitate competitive electricity transactions through open access.  AEP has membership and participates in organized wholesale markets administered by PJM, the Electric Reliability Council of Texas (“ERCOT”) and the Southwest Power Pool (“SPP”).  

3.  AEP supports Demand Response (“DR”) programs that are properly designed to address the needs of the markets they serve.  For retail customers, AEP has various DR programs in effect, chief among them being interruptible service which provides demand charge discounts to customers in return for the ability to implement interruptions which can either be discretionary (limited to a certain number of hours per year) or emergency related. AEP has approximately 1000 MW of load served under interruptible contracts.  Of this amount, AEP uses, for planning purposes, roughly half of available capacity savings.  In other words, AEP can expect its customers to interrupt, on average, 500 - 600 MW of load when requested by AEP.  This is a sizable amount of load reduction – comparable to a full-sized generating plant. 

II. COMMENTS

4.  AEP appreciates the significant work effort that has been undertaken to establish this framework of DR business standards for wholesale markets.  We do not believe that it is appropriate to extend these wholesale DR standards to individual States without the States having explicitly approved their use for retail customers, particularly in states where such customers are billed on regulated tariffs.  The State Regulatory Commission approves the DR programs for jurisdictional utilities and should also approve any DR business standards that would apply for its application.

5.  AEP has two overarching concerns that we would ask that the DSM-EE subcommittee to consider in its review.  First, there are frequent references to the System Operator for setting the standard.  In contrast, we believe that it is NAESB that should take the lead in establishing M&V standards.  We anticipate that many wholesale market participants are hopeful that NAESB will bring requirements forward in these areas rather than defer to lengthy independent processes that will not result in the standardization which FERC is seeking.  If a region determines that a more stringent business standard is necessary for their region, it could be approved by FERC subject to sufficient rationale to support the regional difference.

6.  AEP’s second overarching concern is the lack of specificity included in the draft standards.  There are significant technical details and issues as one attempts to provide verified data support that the anticipated DR did appropriately occur, and that the entities that are funding and relying upon this DR did receive the value for which they are paying.  The financial impacts are significant in wholesale markets, and justify that measurement and verification standards be comprehensively developed with the necessary safeguards to maintain the integrity of the market, thus preventing gaming or manipulation.  These draft standards are a solid start, but we would like to see the subcommittee continue to further develop specific requirements and standards.
7.  There are several specific suggestions that AEP would request that the subcommittee consider.  Since these topics repeat across multiple sections, the suggested change would be relevant for each section.  A definition not included in the “General Terms” section, that causes some confusion, is “Telemetry Accuracy.”  Even with the omission, we believe that the “Meter Accuracy” and “Telemetry Accuracy” should be consistent accuracy of 0.5 percent.
8.  As identified, “After-the-fact Metering” is necessary to verify that the customer performed during the DR event and the extent to which the customer responded.  This information is used to make financial settlements and, therefore, should require a billing/revenue-quality interval meter.  Pulse-data is not sufficient to perform the necessary verification.  Further, “After-the-fact Metering” should not be at the discretion of the System Operator, but, instead, be required in all circumstances, except in the aggregation of small homogeneous customers. The use of Baseline Type II Non-Interval Meters performance evaluation type should be limited to aggregations of customers of at least 100 participants, that are sufficiently homogeneous for profiling, and only include individual customers whose annual maximum demand does not exceed 200 kW.  Customers having annual maximum demands greater than 200 kW should be interval metered.
9.  AEP believes that interval meters that are utilized should have data storage capability on-board and that SCADA will not be sufficiently effective for wholesale market DR programs.  For wholesale DR reserve products, AEP believes that the “Telemetry Reporting Interval” and the “Meter Data Reporting Interval” should both be established at 5-minutes, as the inconsistency of 5-minute and 1-hour standards, respectively, creates issues when the reserve event occurs over less than an hour.

10.  Again, AEP appreciates the opportunity to provide comments and support the significant work that has been completed so far.  
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Dated:  October 22, 2008
� AEP Texas North Company, AEP Texas Central Company, Appalachian Power Company, Columbus Southern Power Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport Power Company, Ohio Power Company, Public Service Company of Oklahoma, Southwestern Electric Power Company and Wheeling Power Company.
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