
January 12, 2009
Dear NAESB WEQ Executive Committee,

The IRC SRC respectfully submits the following comments to NAESB WEQ Executive Committee with regard to the proposed recommendation for Business Practices for Wholesale Electricity Demand Response.  The following comments and suggested changes are based on the amended recommendation that was approved by the DSM/EE subcommittee in Birmingham Alabama on December 2, 2008.  Along with the following commentary, we have attached a redlined version of the December 2, 2008 recommendation with proposed changes for consideration by the NAESB Executive Committee.

Respectfully,

Lourdes Estrada-Salinero, California ISO

Steve Myers, ERCOT

Ben Li, Independent Electric System Operator
Matt Goldberg, ISO New England

Bill Phillips, Midwest ISO 

Jim Castle, New York ISO

Patrick Brown, PJM

Charles Yeung, Southwest Power Pool

Comment on Amendment #1


The title of the recommendation (see page 6 of the redlined draft) was amended by the subcommittee in Amendment #1.  The amendment, which was offered by Southern Company, is shown here in redline form:

Business Practices for a Framework for Measurement and Verification of Wholesale Electricity Demand Response

 (amendment shown in redline)

The amendment’s sponsor indicated that expanding the title of these Standards would reflect the preliminary state of the recommendation and its purpose.  

The ISO-RTO work group that drafted these standards first used the term “framework” in its presentation of the draft recommendations on to the DSM-EE Subcommittee on October 3, to help describe the purpose of the recommendation. Provided below is text from slide 8 of the presentation. 

Standards Framework

Measurement and Verification (M&V) standards are intended to facilitate Demand Response in wholesale electricity markets by providing a common framework for the following:

· Transparency: accessible and understandable M&V requirements for Demand Response products;

· Accountability: criteria that will enable the System Operator to accurately measure performance of Demand Response resources; and

· Consistency: standards applicable across wholesale electricity markets

The IRC SRC would point out that the term “framework” is inappropriate for two reasons: (1) the specified Demand Response procedures are not frameworks but are well-defined and operational business practices; and (2) NAESB Business Practices should be unambiguous procedures and not simply outlines or frameworks of procedures. In fact, these recommended business practices identify in substantial detail the standard elements for measurement & verification of Demand Response products and services in wholesale markets, and as such go much farther than merely creating a framework.  While additional standards development work may be warranted in the future, describing this document as a “framework” is inaccurate, potentially confusing, and contrary to the document’s intent.  Indeed, NAESB staff at the Dec. 2 meeting rejected an attempt to amend the draft to re-title the document as a “framework” on grounds that a framework cannot be approved by the NAESB WEQ EC as standards.  Specifically, the second amendment of the day, to replace in the title “Business Practices” to “Framework,” was not allowed, as it was deemed by NAESB staff to be antithetical to the motion to approve the recommendation as Business Practices.  The IRC SRC regards the use of the term “Framework” in the title of the recommendation as unnecessary and urges the EC to support its removal.

At the same time, the IRC SRC supports retaining the title reference to “Measurement & Verification,” as this change accurately describes the focus of the standards and thus adds clarity to the title.

The IRC SRC encourages the WEQ EC to support the title of the recommendation as indicated in redline here:

Business Practices for a Framework for Measurement and Verification of Wholesale Electricity Demand Response

Comment on Amendment #4

The language from the “Applicability” section of the Introduction (see pages 6-7 of the draft redline version) was amended by the Subcommittee in Roll Call Vote #4 by a balanced vote of 6.33 to 5.67.  The stated goal of the amendment’s sponsor, Entergy, was to limit the applicability of these standards to ISO/RTO-administered wholesale markets on grounds that the DR programs of entities outside of ISO/RTO footprints could become subject to these standards if they are adopted by FERC.  The sponsor equated the DR standards to similar jurisdictional issues related to transmission.  

The ISO-RTO work group originally drafted these standards with the intent that they would apply to all Demand Response products at the wholesale level, including any that might be in place in non-ISO/RTO footprints, while noting that development of a separate set of retail product standards to apply to all other entities is underway.  It is noteworthy that in the nearly two-year history of the DSM-EE Subcommittee that no participating entity, including NAESB staff, has been able to identify a single DR product or service outside the ISO/RTO regions that is defined as “wholesale.”  The IRC SRC reiterates the intent of these requirements is for application only as wholesale level business practices and is not intended to constrain any existing or burgeoning retail demand response products.

The IRC SRC agrees with another portion of the Entergy amendment, involving removal of section 2, paragraph 1, sentence 1 of the Introduction, attributing the source of these standards, on grounds that the historical commentary is not pertinent to the standards.
Comment on Amendment #7


The following language, from the “General Terms” section of the Definition of Terms section (see page 12 of the draft as redlined by the Subcommittee), was amended by the Subcommittee in Roll Call Vote #6.  The amendment’s sponsor, the Efficiency Valuation Organization (EVO), indicated its goal of conforming the definition of “Baseline” in these Standards to the definition in the International Performance Measurement & Verification Protocol (IPMPV), described as “a widely referenced guide for the energy efficiency community on the methods of M&V.”

The EVO amendment is shown here in redline form:

Baseline

A Baseline is an estimate of the electricity that would have been consumed by a Demand Resource in the absence of a Demand Response Event. The Baseline is compared to the actual metered electricity consumption during the Demand Response Event to determine the Demand Reduction Value.  Depending on the type of Demand Response product or service, Baseline calculations may be performed in real-time or after-the-fact.  The System Operator may offer multiple Baseline models and may assign a Demand Resource to a model based on the characteristics of the Demand Resource’s Load or allow the Demand Resource to choose a performance evaluation model consistent with its load characteristics from a predefined list.  A baseline model is the simple or complex mathematical relationship found to exist between Baseline Window demand readings and Independent Variables.  A baseline model is used to derive the Baseline Adjustments, which are part of the Baseline, which in turn is used to compute the Demand Reduction Value.  Independent variable is a parameter that is expected to change regularly and have a measureable impact on demand.   Figure 2. Below illustrates the concept of Baseline relative to a Demand Response Event.  

The IRC SRC agrees with EVO that a Baseline is more accurately described as “an estimate…” than as “a method of estimating…”  (Baselines are statistical compilations that are specific to the performance of a Demand Resource in a specific event.  And a “Baseline type,” as the term is used elsewhere and throughout the document, is a more accurate term for describing a methodology or “method of estimating.”)   

The IRC SRC also concedes that the original definition introduces a term – “Baseline model” – that is not used elsewhere in the document and is therefore open to interpretation and thus subject to potential confusion. 

In addition, the IRC SRC notes that the discussion of how a System Operator may assign or offer baseline models to Demand Resources is inappropriately placed as part of this definition, and therefore recommends that substantially similar language be relocated to the “Performance Evaluation Methodology” section of the Overview of the draft standards (see Section 3, Page 9 of the redlined version of the recommendation).  A redline is provided below.
Notwithstanding the above, the IRC SRC encourages the WEQ EC to remove the remainder of the EVO amendment.  In general, the IRC SRC believes that the EVO language is inconsistent with the level of detail in other definitions and is largely irrelevant to Demand Response events. The following points address, in order and in more detail, each of the statements in the last portion of the EVO amendment: 

· The IRC SRC disagrees with the statement that “A baseline model is the simple or complex mathematical relationship found to exist between Baseline Window demand readings and Independent Variables.”  In the context of Demand Response, this statement is confusing and off-point.  The IRC SRC also notes that the capitalized term “Independent Variables” as used by EVO is undefined elsewhere in these draft standards and is therefore inappropriate in this context.  

· The IRC SRC disagrees strongly with the following sentence: “A baseline model is used to derive the Baseline Adjustments which are part of the Baseline, which in turn is used to compute the Demand Reduction Value.”  In fact, a Baseline model is not used to derive Baseline Adjustments; rather, Baseline Adjustments are made to a specific event Baseline to more accurately capture actual Load conditions during an event. 
· Finally, the last sentence – “Independent variable is a parameter that is expected to change regularly and have a measurable impact on demand” –  appears to represent an attempt to define a term (within another definition) that is not otherwise used anywhere else in the document.  The IRC SRC notes that the term is inconsistently capitalized in the amendment, and more substantively believes that the concept, in the context of demand response, is much more accurately expressed in the definition and discussion of “Baseline Adjustment.” 

Following is a redlined version of the IRC SRC’s preferred definition of “Baseline,” using a blackline version of the definition as amended by the DSM-EE Subcommittee.  

A Baseline is an estimate of the electricity that would have been consumed by a Demand Resource in the absence of a Demand Response Event. The Baseline is compared to the actual metered electricity consumption during the Demand Response Event to determine the Demand Reduction Value.  Depending on the type of Demand Response product or service, Baseline calculations may be performed in real-time or after-the-fact.  Figure 2. below illustrates the concept of Baseline relative to a Demand Response Event.  

Finally, the IRC SRC recommends removing the following sentence from the description of “Performance Evaluation Methodology” in the Overview of the Standards (Section 3, Page 9 of the redlined version of the recommendation):  “This approach is believed to be most appropriate at this time as development of performance evaluation methodologies and baseline calculations continues to mature.”  This sentence is subjective commentary and is not relevant to the performance methodologies described in the standard.  Following is the IRC SRC’s proposed redline of this paragraph, which also includes the “relocated language” referenced above:
These standards do not specify detailed characteristics of performance evaluation methodologies, but rather provide a framework that may be used to develop performance evaluation methodologies for specific Demand Response services.    The System Operator may offer multiple performance evaluation methodologies and may assign a Demand Resource to a particular methodology based on the characteristics of the Demand Resource’s Load or allow the Demand Resource to choose a methodology consistent with its load characteristics from a predefined list. 

Typographical Corrections.

In addition to the defined changes described above, a number of typographical errors have been corrected on the following pages: 1, 3, 5, 6, 9, 11, 12, 16, 18, 20, 22, 23, 25, 32, 
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