[image: image1.jpg]RE

ISO/RTO Council




FERC Technical Conference for Reliability Standards

July 6, 2006

Charles Yeung

Chairman Standards Review Committee

On behalf of the ISO RTO Council, the Standards Review Committee is pleased to offer to the Commission these responses to questions in advance of the July 6 Technical Conference.

Do the proposed standards meet the criteria established in Order No. 672 for Commission approval?

The IRC concurs with the concerns raised in the FERC staff report that many of the standards are not in a manner that is clear enough to be measurable and enforceable. As we have proposed in our comments filed on the FERC Staff Assessment Report, the Commission should utilize a set of questions to “screen” which of these standards are ready for implementation as clear and enforceable standards.  They are: 
• Will compliance with the standard sufficiently enhance or protect reliability so as to make adoption of the standard appropriate?

• Is the particular standard the best way to define and measure the intended reliability objective? Will adoption of the standard lead to any unintended consequences and, if so, have those consequences and their impact been appropriately evaluated in the standards development process?

• Is the standard clear and unambiguous such that a balancing authority or other entity, applying reasonable judgment and in keeping with good utility practice, can understand and implement the standard in a manner that will accomplish its intended result?

• Is the standard sufficiently clear and unambiguous such that an entity subject to the standard can reasonably understand the standard and conform its conduct to the standard?

• Have conflicts between the standard and approved tariffs been appropriately resolved?

• Is the standard designed to be neutral in its impacts on similarly situated entities and to not unduly favor or disfavor areas with organized markets or areas without such markets?

• Will entities to which the standard is applicable be able to implement the standard in a relatively uniform manner and without violating their tariffs on file with the Commission or their obligations under state, federal and provincial law?

• Is the standard capable of being implemented and enforced in other affected countries as well as the United States?
To the extent some standards do not meet the criteria, which should be addressed first?  Are there some that have a greater impact on reliability?

The IRC has prepared a matrix proposing a subset of the 102 standards that can be the basis of the first set of reliability standards for ERO adoption.  The IRC is also working through the NERC process to identify which of the 102 standards are of the highest risk to interconnected gird reliability if violated.  These standards need the attention of the industry first and the IRC proposes a 2 year program to begin the task of revising the highest risk standards first.
Is it appropriate to focus on the Blackout Report recommendations that have not yet been addressed by the standards, or are there other standards that should receive a higher priority?

Since the release of that Report, NERC has introduced standards that directly address certain of those recommendations, for example the Transmission Vegetation Management standard.  The industry needs to identify ALL reliability standards that need to be addressed first and not be relegated to only look at the Blackout recommendations first.  As the FERC Staff Report appropriately identifies, many of the present standards lack clarity in applicability and requirements.  Many of those standards are as important if not more important to interconnected grid reliability as are the blackout recommendations.
Should all Reliability Standards have performance metrics to gauge the effectiveness of the standards? How quickly can such specific performance metrics be developed?  Is there another process that could be used to develop metrics for existing standards?

The present set of 102 NERC Reliability Standards contain certain requirements that are not easily measured.  Many of these are administrative in nature. For example, TPL-004-0 requires the Planning Authority and Transmission Planner to document the results of its reliability assessments and provide the results to its respective NERC Regional Reliability Organization(s). The effectiveness of this type of requirement can only be judged over the long term.  Though such requirements are clearly important for the industry to abide by, such standards must be recognized as lower risks to immediate system outages and the metrics and penalties must be consistent with that.  For standards that are of high risk nature to the grid and do not yet have complete metrics, these have to be developed through the NERC standards process because the nature of a metric is inextricably linked to the interpretation and implementation of a standard.  To develop metrics outside of an open industry wide consensus process would effectively restrict the development of industry standards to a relative few.  In fact, NERC’s Standards Authorization Committee recently proposed changes to the NERC process that divorced the approval of metrics from the standard.  With much negative industry feedback, that Committee revised its proposal to keep the approval metrics within the standards approval process.

What are the implications of applying the EPAct definition of the Bulk Power System instead of the NERC definition of the Bulk Electric System?
The term “bulk electric system” has long been used in the NERC operating policies and planning standards.  Its definition has been developed through careful and lengthy industry consideration and assessment of its applicability to ensure that it provides a broad based description those facilities that must be included in planning models, system studies, reliability analyses and operational plans, without restricting the ability of regional or local entities to include other facilities as needed to ensure bulk power electricity supply reliability. This is required in part due to the diversity in North Americas bulk electric system and how it has developed over time. To adopt the term bulk power system and its definition contained in the EPAct as is would require wholesale review and substantive changes to the NERC standards to ensure aligned applicability. This global change effort, if deemed necessary, would best be achieved in concert with the larger industry effort to revise NERC standards to make other necessary improvements.
How do we define the “Users, Owners, and Operators” of the “Bulk-Power System?” 

In the context of bulk electric system facilities, the IRC’s view is:

Users: Those entities that rely on certain types of facilities to purchase deliver or transact bulk electricity. These entities include load-serving entities, purchasing-selling entities and distribution providers (users of transmission) as defined in the NERC functional model.

Owners: Those entities that own the facilities at the class and levels defined in the bulk electric system. These entities include transmission owners and generation owners as defined in the NERC functional model.

Operators: Those entities that deploy, dispatch, direct or care and feed the resources and facilities. These entities include Reliability Coordinators, Balancing Authorities, Interchange Authorities, Transmission Operators, Generation Operators and Market Operators as defined in the NERC functional model.

How should a work plan be developed that schedules standards for revision?  What are the opportunities for participation in this process by the interested stakeholders?

The IRC’s proposal has two parts.  The first part proposes to review the set of 40 standards in the 2006 NERC Compliance Enforcement Program.  Some of these standards are recommended to be accepted conditionally.  To satisfy those conditions, NERC can begin Urgent Action Standards Requests under its ANSI accredited process to make changes to those standards.  The changes needed for these standards do not require substantial revisions of the standards and metrics already exist for implementation under the ERO.  Under the Urgent Action process, all industry stakeholders have the opportunity to participate.  The second part of the IRC’s proposal encompasses a more regimented 2 to 5 year program.  NERC should first identify the highest priority standards – including any additional standards that may be in existence today – and begin the “normal” NERC Standards Development Procedure.  Several of the existing “fill-in-the blank” standards that are the responsibility of the Regional Councils can also be updated under the 2 to 5 year program. An important part of the IRC recommendation is that those standards that do not get accepted or accepted conditionally would remain in effect and enforceable under the present NERC voluntary process.  These would all either be revised, replaced or eliminated in entirety on a standard by standard basis through the 2 to 5 year program. 
What coordination is necessary with other state, federal, and/or international regulators to ensure a good transition to mandatory reliability standards?

As the IRC points out in its written comments submitted June 26, the use of the remand provisions of the statute should not be exercised in this early stage of implementation.  Many Canadian provinces already have mandatory enforcement provisions for the 102 NERC standards.  Remand of these standards would cause confusion if the US side of the grid was not obligated to comply whereas the Canadian side continued to be.
What process should the United States, Canada, and Mexico follow for review and approval of Reliability Standards to meet possible time constraints?   

The IRC’s suggested 2 step approach is the best blend of quick implementation and the development of high quality standards.  With the immediate acceptance of a subset of the 102 standards, NERC will be able to begin mandatory compliance and enforcement as soon as possible.  The 2 year program to transform the remaining standards into measurable and enforceable requirements that meet the criteria of the Order will allow industry the ability to develop the highest quality standards for the industry without being rushed to compromise and resulting in adoption of less than high quality standards. And more importantly, the continuation of the standards as they exist under the voluntary basis the industry has been following, will allow the industry to maintain its present level of reliability without confusion or interruption.
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