UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Standards for Business Practices and ) Docket No.
Communication Protocols for Public Utilities ) RMO05-5-017
COMMENTS OF

THE ISO/RTO COUNCIL

l. INTRODUCTION

The ISO/RTO Council (“IRC”)* respectfully submits these joint comments in response
to the Commission’s Notice of Proposed Rulemaking (“NOPR”) issued on September 17,
2009 in which the Commission proposes to incorporate into its regulations certain business
practice standards adopted by the Wholesale Electric Quadrant (“WEQ”) of the North
American Energy Standards Board (“NAESB”). The standards categorize wholesale
electricity products and services in which demand response resources can participate and
provide measurement and verification (M&V) criteria for these resources in ISO/RTO

wholesale energy markets.

! The IRCis comprised of the Independent System Operators operating as the Alberta Electric System
Operator (“AESQO”), the California Independent System Operator (“CAISO”), Electric Reliability Council of
Texas (“ERCOT™), the Independent Electricity System Operator of Ontario, Inc., (“IESO”), ISO New England,
Inc. (“ISONE™), Midwest Independent Transmission System Operator, Inc., (“MISO”), New York Independent
System Operator, Inc. (“NYI1SO”), PIM Interconnection, L.L.C. (“PJM”), Southwest Power Pool, Inc. (“SPP”),
and New Brunswick System Operator (“NBSQO”). The IESO, AESO and NBSO are not subject to the
Commission’s jurisdiction and these comments do not constitute agreement or acknowledgement that either can
be subject to the Commission’s jurisdiction. ERCOT is not subject to the Commission’s jurisdiction for the
purposes of the NAESB standards, but is joining in support of these comments. Neither AESO nor NBSO are
parties to this filing. The IRC’s mission is to work collaboratively to develop effective processes, tools and
standard methods for improving the competitive electricity markets across North America. In fulfilling this
mission, it is the IRC’s goal to provide a perspective that balances reliability standards with market practices so
that each complements the other, thereby resulting in efficient, robust markets that provide competitive and
reliable service to customers.



1. BACKGROUND

The Commission proposes to incorporate by reference into its regulations the NAESB
Phase | M&V Standards and associated terms used in the WEQ-015 glossary. The
Commission states that the Phase | M&V Standards are primarily intended to enhance the
transparency and consistency of the methods used to measure and verify demand response
resources in wholesale electricity markets administered by RTOs and 1SOs. The Commission
also states that the standards will facilitate the ability of demand response providers to
participate in electricity markets, thereby reducing transaction costs and providing an
opportunity for more customers to participate in these programs.

The Commission also states that members of the WEQ should continue their efforts to
develop the substantive standards needed to achieve greater efficiency in the operation and
evaluation of the performance of demand response resources. The Commission believes that
the industry should take the lead in developing and implementing demand response standards
that will be both practical and workable. To that end, the Commission requests comments on
whether it should establish a deadline for the development of these remaining standards and, if
so, when that deadline should be.

I,  COMMENTS
The IRC provides the following comments for the Commission’s consideration.
A. The Commission Should Approve the NAESB Phase | Demand Response
M&YV Standards

The Commission seeks comment on its proposal to incorporate by reference into its
regulations the Phase | M&V Standards and associated terms used in the WEQ-015 glossary.
The IRC believes that the NAESB process for developing the Phase | M&V Standards and

associated terms has been an effective way to bring together organizations that are involved in



or impacted by wholesale demand response. Ratification of the Phase | M&V Standards by

NAESB’s membership has already had the following impacts on the industry:

1. The associated terms are beginning to replace region-specific terms related to
demand response and demand response event timing in stakeholder meetings,
manuals, and public forums.

2. The Phase | M&V Standards and associated terms were adopted by the NAESB
Retail working group as the basis for the Phase | M&V Standards for Retail
Demand Response, which helped accelerate the development of M&V Standards
specifically tailored to retail markets, thereby reducing development time to less
than one year.

3. NERC’s Demand Response Data Task Force has adopted many of the associated
terms from the Phase | M&V Standards for development of a collection system to
track demand response event participation.

4. Many ISOs/RTOs are currently working with NAESB on Smart Grid
communication standards for demand response and are using the associated terms
from the Phase | M&V Standards.

IRC members actively participated in the development of the Phase | M&V Standards.
NAESB staff supported the development of these standards by providing the forum for review
of draft recommendations and comments and managing the process of ratification by NAESB
membership. The IRC supports the NAESB standards development process, which includes
provisions for on-going revisions. The IRC supports the Commission’s proposal to
incorporate by reference into its regulations the NAESB Phase | M&V Standards and
associated terms used in the WEQ-015 glossary.

B. The Current Process for the Development of Technical Standards is
Working Well and there is No Need for the Commission to Establish a
Deadline at this Time.
The NOPR asks for comments on whether the Commission should establish a deadline
for the development of more detailed technical standards. The IRC believes that it would be
premature for the Commission to establish a deadline for the development of more detailed

Phase Il standards at this time because the scope and priorities of the Phase 1l M&V

standards, similar to any other new standard that is adopted by NAESB, will need to be



identified and discussed by stakeholders. The IRC concurs with the Commission that the
most comprehensive and effective standards are those that are developed in an environment
that permits full vetting within the industry. The IRC believes that the NAESB subcommittee
process and industry working groups provide a representative forum and open process for
vetting new standards. In particular, NAESB provides an open and inclusive process so that
all interested participants can have a voice in the development of business practices. Meetings
are posted in advance on the NAESB website and have adequate lead times. Also, meeting
materials and work product from the working groups, subcommittees, and Executive
committee are available to the public. Working group meetings are either conference calls or
in person meetings with remote access capability so that cost is not a hindrance to
participation. Membership in NAESB is not required at the working group level. With the
balanced voting requirements of the NAESB ANSI accredited standards development process,
all parties are ensured a voice. Imposing an arbitrary deadline on the process could result in
the development of standards that are not fully vetted by the industry or that subsequently
could face significant opposition as they work their way through the NAESB ratification
process. In lieu of establishing a specific deadline, the IRC recommends that the Commission
establish a series of semi-annual communications deadlines for NAESB Staff to report to the
Commission on the progress and status of the Phase 1l effort.

The IRC agrees with the Commission’s longstanding position that a comprehensive
stakeholder consensus process helps to ensure the reasonableness of industry standards and
that standards have the widest possible support within the industry that must conduct business
under them. The NAESB process, under which the Phase | M&V Standards were developed,
was effective for developing a comprehensive set of NAESB standards for measurement and

verification of demand response resources in wholesale electricity markets administered by



RTOs and I1SOs. The IRC recommends that Phase 11, currently underway, follow the same

course.

When NAESB prepared its filing for the Phase | M&V Standards, the wholesale
electric working group tasked with supporting NAESB’s 2009 Work Plan item 4b? had not
begun to meet. Since NAESB’s filing, however, the Wholesale Demand Response Working
Group 3 has met eight times, produced numerous work papers® and continued to define scope.
A semi-monthly schedule is in place for future Working Group 3 meetings. The NAESB
DSM/EE web page link* documents the activities to date of the Wholesale Demand Response

Working Group 3 and shows the future meeting schedule.

Thus, the NAESB Phase Il efforts are underway and are proceeding under the
direction of the NAESB Executive Committee and Board, similar to the Phase | M&V
Standards that the Commission now seeks to approve. This process should be permitted to
continue on its course. There is no need for the Commission to establish a deadline for the

completion of this effort.

2 “Develop more detailed technical standards for the measurement and verification of demand response products
and services in ISO-RTO footprint areas, including examples to be developed to support item 4(a) above.”

¥ As an additional matter, the IRC notes that during the development, and then after the adoption, of the Phase |
M&YV Standards, the IRC developed and made available the “North American Wholesale Electricity Demand
Response Program Comparison”, also known as the IRC Matrix. This Matrix addresses outstanding stakeholder
questions regarding the technical details and applicability of the standards to existing ISO/RTO products. This
document, which was posted to the IRC website on April 28, 2009 (www.iso-rto.org) and is available through
the NAESB website along with the Phase | M&V Standards, provides detailed technical information on all North
American wholesale electricity products in which demand response resources may participate. The IRC Matrix
constitutes a completed work product under the NAESB WEQ work plan for 2009 (Item 4.a)® and supports the
Phase | and Phase || M&V Standards as the first consolidated source of information regarding the
implementation of the NAESB business practice standards by ISOs and RTOs. The IRC Matrix allows
stakeholders, demand response providers, and regulators easy access to the technical data for the purpose of
obtaining M&V requirements administered by the 1SO or RTO, as specified in the Phase | M&V Standards. The
IRC has committed to updating the Matrix each spring to reflect any changes or development of new market
products for demand response resources.

* http://www.naesb.org/dsm-ee.asp




IV. CONCLUSION

The IRC requests that the Commission consider the expressed comments before

proceeding to issue the final order on the NAESB Phase | M&V Standards and process for

developing the Phase Il standards.
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