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Introduction 
 
By all accounts, 2002 will be remembered as a dramatic year of significant events, 
including: 
 

o The release of the FERC Standard Market Design NOPR and its recognition of 
the need for Regional focus; 

o The successful startup of the Ontario competitive electricity marketplace; 
o The submission of the Northeastern Regional Transmission Organization 

proposal; 
o Efforts underway to eliminate the “seams” within the NPCC Common Market; 

and, 
o NERC and NAESB actions regarding the relationship between reliability and 

business practices; 
 
Major milestones in the journey to achieving a reliable standard market will be the focus 
of this year’s General Meeting. 
 
FERC’s Standard Market Design 
 
FERC’s Standard Market Design (SMD) Notice of Proposed Rulemaking (NOPR), 
released July 31st, proposes to profoundly change the manner in which business is 
conducted in the electric power industry.  Alice Fernandez will discuss FERC’s vision 
following my remarks. 
 
As cited in the SMD NOPR, NPCC has been active in planning studies of the 
transmission needs of the Region.  NPCC’s Regional Planning activities consider ways to 
reliability enhance the capabilities of the transmission grid from a Wide-Area, trans-
Regional perspective.  The NPCC process identifies where and how transmission 
bottlenecks may adversely affect the Northeast electricity markets in New York, New 
England, Ontario, and PJM; information that may encourage investment in transmission 
and/or system additions. 
 
A major lesson learned from the 1965 Northeast Blackout was that Region-wide 
coordination is required for reliability.  The 1977 New York City Blackout also 
demonstrated that reliability requires the system to be operated consistent with its design.  
This design-basis approach to NPCC reliability criteria development provides the rules 
for an effective reliability backstop so that the benefits promised by the competitive 
electricity marketplace can materialize. 
 
While NERC sets the minimum requirements for reliability assurance through its 
development of reliability criteria; the Regional Councils, as the foundation of the 
continental reliability structure, provide the States and Provinces the vehicle to adjust and 
change the rules as necessary to address Regional differences.  This structure has been 
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extremely effective for providing the States and Provinces a means for responding to 
their political mandate regarding electric system reliability. 
 
Participation in NPCC by U.S. and Canadian entities facilitates the reliable wide area 
coordination of electric power system design and operations for the international, 
interconnected bulk power systems in the Northeast.  FERC through its Regional State 
Advisory Committees is proposing a similar structure and process to fine-tune many 
aspects of the proposed Standard Market Design. 
 
Regional Reliability Council involvement in the FERC proposed Regional State Advisory 
Committees would enhance the ability of the States and Provinces to achieve competitive 
markets consistent with their obligations regarding electric system reliability. 
 
With the May 1st opening of the Ontario wholesale market, it is clear that the political 
structure continues to embrace the competitive market and its associated benefits for 
consumers.  NPCC now has over 80,000 MW of demand being served by a competitive 
market.  This amount is currently more than any other Region. 
 
NERTO Proposal 
 
The NERTO proposal, filed August 23rd, proposes to expeditiously standardize the 
existing New York and New England markets, while eliminating inter-ISO seams by 
harmonizing with the markets developing within Ontario and New Brunswick. 
 
The NERTO proposal demonstrates how market mechanisms can be developed to 
achieve the reliability standards defined by NPCC’s criteria.  It is the NERTO’s 
commitment to support, on an ongoing basis, NPCC’s reliability objectives. 
 
NPCC believes that the development, compliance assessment and enforcement of 
reliability criteria, which are fundamental to the operations of a competitive market, is 
best accomplished through an international, regional reliability organization, which is 
complimentary to, but independent of Regional Transmission Organizations. 
 
In this reliability model, NPCC provides the common foundation of reliability criteria, 
which is essential to achieve the objectivity and checks and balances necessary to support 
open and competitive markets, irrespective of the number or size of operating entities that 
evolve or are created in the future.  This model also permits Canadian entities to interact 
seamlessly with the proposed NERTO. 
 
NPCC Common Market 
 
The NERTO proposes to harmonize the NERTO Market Design with the developing 
market structures in the Canadian provinces of NPCC, starting with Ontario and New 
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Brunswick, as the first step towards the development of a seamless NPCC-wide common 
market. 
 
As contemplated in the NERTO agreements with the IMO and New Brunswick, the goal 
is achieving comparable aspects, such as coordinated congestion management and 
transaction procedures, and common or compatible energy, ancillary services, 
transmission rights, and resource adequacy markets. 
 
For example, the NERTO filing cites that the initial phase of the NPCC Common Market 
(which includes Ontario and New Brunswick) will have a total of 86,000 MW of load and 
98,000 MW of generation, serving 45 million people.  Expansion of the NPCC Common 
Market to include the other NPCC Provinces would further increase these figures. 
 
Reliability and Markets 
 
NPCC provides the requisite reliability fundamentals and a fair and nondiscriminatory 
organizational structure to facilitate seamless interaction.  Through the establishment and 
maintenance of criteria, consistent with NERC broad-based standards; coordination of 
system planning, design and operations; and the assessment and enforcement of 
mandatory compliance with regionally specific reliability criteria, NPCC provides the 
structure for the reliable and efficient operation of the international, interconnected bulk 
power systems in Northeastern North America. 
 
The challenge as we move forward is to use market mechanisms to achieve reliability 
objectives, while making certain that interconnected power system reliability is not 
compromised.  Reliability rules must remain as the backstop to minimize the probability 
of a cascading failure. 
 
Distinct areas of responsibility exist between operational and reliability assurance 
entities.  There is an interactive relationship between the reliability criteria and the design 
and administration of markets, which operate to achieve the desired reliability objective 
defined within those criteria.  Because the operational control within the industry is 
changing, it is especially critical that the performance objectives envisioned in reliability 
criteria be clearly identified and adhered to.  As part of its strategy; NPCC plans to assure 
the continuing applicability of its criteria, that were originally created for a vertically 
integrated electric utility industry, by addressing such issues as the development of 
NERC Organization Standards, the incorporation of the design-basis approach, inclusion 
of Area-specific rules, and the optimization of the NERC-NAESB interface. 
 
NPCC, through its Reliability Compliance and Enforcement Program (RCEP), is 
providing the compliance structure and assessment processes for specified enforceable 
criteria.  The RCEP is serving as a model system for mandatory compliance programs 
within North America and can accommodate additional criteria as appropriate. 
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Summary 
 
Let me conclude with these points: 
 

o NPCC is well positioned to respond to the rapid pace of change within the 
industry and to provide the regional focus necessary to achieve the level of bulk 
power system reliability that its members, the regulators, and the general public 
within Northeastern North America have come to expect over the past 35 years; 

 
o NPCC’s paramount function continues to be safeguarding the security, reliability 

and integrity of the integrated, international bulk power system at all times; 
 

o Member directed Regional Reliability Councils are the foundation that supports 
the involvement of the States and Provinces in developing clear mandatory 
reliability rules for all industry participants; and, 

 
o These reliability rules form the backstop necessary for competitive markets. 
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