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Chairman’s Remarks 
 
 
Blackout Anniversary  
One year following the August 14 blackout, significant steps have been taken to improve 
the reliability of the bulk electric system.  Both NERC and the US-Canada Power System 
Outage Task Force issued thorough technical reports earlier this year.  The reports 
examined the causes of the blackout and made extensive recommendations on a wide 
range of actions needed to reduce the possibility of such an outage occurring in the 
future. 

A number of concrete steps were taken to enhance electric reliability by NPCC in 
response to last year’s widespread blackout, including: 

• strengthening NPCC’s Regional, mandatory reliability criteria;  
• the enhancement of the NPCC Reliability Compliance Program to include 

vegetation management and readiness reviews;  
• the revision of the NPCC Regional Reliability Plan, which defines the operational 

authorities and responsibilities within the Northeast;  
 
As you may recall, immediately following last year’s power system collapse, NPCC 
formed the NPCC 2003 Blackout Investigative Team to work in conjunction with the 
U.S.-Canada Task Force and NERC.  The assessment involved scores of experts from the 
United States and Canada, working together, to analyze and simulate, through extensive 
computer modeling, the events of the blackout.  And I would like to take this opportunity 
to thank each of you who contributed to the success of this effort.  
 
In addition to detailing the blackout’s critical sequence of events within NPCC, the 
investigative team recommended measures to prevent or mitigate a similar event in the 
future and provided lessons learned from the power restoration experience. 
  
The recommendations involve:  

• enhancing procedures and operator training;  
• improving the communications between grid operators;  
• strengthening of the existing NPCC criteria and compliance requirements;  
• as well as providing better tools for operators to monitor and manage a major 

system disturbance. 
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The most significant actions taken to date by the industry as a whole include rectifying 
the direct causes of the blackout, extensive readiness audits of Control Area operations, 
substantially revising existing reliability standards and developing new ones.  These 
actions are intended to ensure that the reliability “rules of the road” are understood and 
followed by all entities whose operations affect the reliability of the bulk electric system.  
Although many important initiatives have been completed or are well under way, some 
will take significant time to implement.  Taken together, these extensive and cooperative 
efforts will go a long way to reduce the risk of another major outage on the North 
American bulk electric system.  
 
NERC Actions 
NERC’s primary responsibility is to prevent cascading power failures.  Or stated another 
way – NERC’s primary responsibility is to make sure the lights are not out as a result of a 
cascading power system failure.  As a result of the August 14th cascading power system 
failure, NERC has taken a proactive approach to confirm that each control area has the 
capability to comply with NERC standards.  NERC has scheduled a series of reliability 
readiness reviews of Control Areas over the next three years (twenty were completed 
before the summer peak-demand season began, three within NPCC).  These reviews 
critically examine the capability of operators to manage the reliability of the grid and 
identify areas where operations may need improvement. 
 
NERC is also developing a single set of reliability standards to replace its existing 
operating policies and planning standards.  The reliability standards will include 
compliance measures for each standard, and will reduce the probability of a cascading 
failure originating from a local problem in one part of the power system. 
 

Reliability Legislation  
However, one recommendation of major significance has not yet been implemented.  
This is the passage of legislation by the United States Congress that would make 
compliance with reliability standards mandatory and enforceable within the United 
States. 
 
The Energy Policy Act that is now stalled in the United States Congress contains a 
legislative proposal that would create a self-regulatory electric reliability organization 
(the ERO) to develop and enforce compliance with mandatory reliability rules.  The 
proposal authorizes the creation of an ERO that spans North America, with FERC 
oversight in the United States, and expressly protects the important roles of the States and 
Regional entities.  The proposal also respects the international character of the 
interconnected North American electric transmission system by ensuring that Canadian 
and Mexican interests in the reliability of the interconnected North American electric grid 
are fully considered.  This legislation is complex.  The following is a brief description of 
the major elements of the legislation. 
 
NPCC supports electric reliability legislation, as passed by the House of Representatives, 
because it contains express acknowledgement of the necessity for more stringent criteria 
to address the unique reliability needs within any State.  FERC in its “Policy Statement 
on Matters Related to Bulk Power System Reliability” (issued April 19, 2004) also 
“strongly supports legislative reform to provide a clear Federal framework for developing 
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and enforcing mandatory reliability rules.  The Commission recognizes that regional 
criteria may be necessary and that the State and regional entities have legitimate interests 
in enhancing reliability beyond the level achieved by compliance with NERC standards.” 
 
Under the Savings provisions of the reliability legislation, “The ERO shall have authority 
to develop and enforce compliance with reliability standards for only the bulk-power 
system.  Nothing in this section shall be construed to preempt any authority of any State 
to take action to ensure the safety, adequacy, and reliability of electric service within that 
State, as long as such action is not inconsistent with any reliability standard.”  The 
Savings provisions provide a balance between the concerns and responsibilities of 
Federal, State and local reliability authorities.    
 
Provisions within the legislation, which authorize the establishment of industry-based 
reliability organizations (under FERC jurisdiction), support NPCC’s international 
reliability assurance efforts.  NPCC, in its development of rigorous regionally-specific 
criteria, not inconsistent with NERC broad-based reliability standards, promotes the 
reliable and efficient operation of the interconnected bulk power systems in Northeastern 
North America.  Within NPCC, adherence to reliability criteria is mandatory and is 
enforced through a comprehensive program of compliance monitoring and non-monetary 
sanctions. 
 
 
Under the Enforcement provisions, the Energy Bill permits the Commission to assign the 
ERO’s authority to enforce reliability standards directly to a Regional entity.  In addition, 
“The ERO and the Commission shall rebuttably presume that a proposal for delegation to 
a regional entity organized on an Interconnection-wide basis promotes effective and 
efficient administration of bulk-power system reliability and should be approved.”  This 
provision should provide for coordinated and efficient enforcement.  
 
Under the Reliability Standards provisions, “The ERO shall rebuttably presume that a 
proposal from a regional entity organized on an Interconnection-wide basis for a 
reliability standard or modification to a reliability standard to be applicable on an 
Interconnection-wide basis is just, reasonable, and not unduly discriminatory or 
preferential, and in the public interest.”  This provision establishes an alternate method 
for development of reliability standards. 
 
 
Transition Period 
In anticipation of the passage of reliability legislation, NERC has begun the transition to 
a self-regulatory electric reliability organization.  NERC has modified its governance 
structure to include an independent Board of Trustees that meets the requirements of 
reliability legislation.  However, the complexity of the legislation will require additional 
changes to achieve an appropriate governing balance relative to the provisions just 
discussed.   
 
NERC is also modifying its standards to ensure that they are clear and enforceable, and 
has established a program to monitor and enforce compliance with it reliability rules.  
However, the full transformation into an effective ERO with mandatory and enforceable 
standards will not be successful until Congress actually passes reliability legislation and 
the President signs it into law. 
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Funding 
NERC is currently funded by its ten Regional Councils.  The Regions are funded by their 
members, with the backing of their regulators.  The US/Canadian Final Blackout report 
recommended: “Funding NERC and the Regional Councils through a transmission rate 
surcharge administrated and disbursed under regulatory supervision would enable the 
organizations to be more independent of the industry, with little impact on electric bills.”  
However, such a funding formula requires passage of the legislation.  It also requires a 
fair and equitable funding mechanism that can be extended to Canadian and other non-
jurisdictional entities. 
 
 
Role of Regional Reliability Councils 
The US/Canadian Task Force Final Blackout report recommended that “It is time to 
evaluate the appropriate size and scope of a Regional Reliability Council, the specific 
tasks it should perform, and the appropriate level of resources, expertise, and 
independence that a Regional Reliability Council needs to perform those tasks 
effectively.” 
 
It should be noted that RTOs, whose responsibilities include the reliable operation of the 
grid and the administration of markets cannot accomplish the task of assuring reliability 
alone, due to the international character of the industry and of the desire in some parts of 
the country to refrain from implementing formal markets.  Furthermore, an ERO/RTO 
reliability structure does not fully include the diverse authorities created by the legislation 
and brings significant risk of adversarial contention.  An inclusive reliability structure is 
needed in order to permit Canadian and other entities to interact seamlessly with each 
other.  Regional Reliability Councils, separate but complementary to the operating 
entities within its footprint, are most able to accomplish this objective. 
 
Regional Reliability Councils provide a significant means by which State and Provincial 
regulators can fulfill their political mandate to oversee the reliability of the electric 
system.  NPCC’s Strategic and Business Plans, supported by its Organizational Goals 
specifically define its responsibilities to include: 

• Development of Regionally-specific Criteria 
NPCC’s regionally-specific reliability criteria clearly establish design-based 
reliability objectives and accommodate market mechanisms as a means of 
achieving reliable operations.  Lessons learned from the 2003 Blackout are an 
essential part of the ongoing comprehensive reviews of regional reliability 
criteria, with due regard to risks and costs. 

• Coordination of Planning and Operations 
NPCC conducts regional and interregional reliability analyses and facilitates 
broader regional planning efforts.  NPCC has proposed modifications to its 
underfrequency load shedding program and is evaluating applicability of 
increased utilization of under-voltage load shedding.  NPCC’s coordination of 
line protection, load shedding, and generation protection systems have been 
expanded to include consideration of islanding survivability.  NPCC’s operational 
reliability assurance activities provide normal, pre-emergency and emergency 
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communications and coordination.  Region-wide operational security and Area 
resource and transmission adequacy are assessed in order to maintain reliability. 

• Assessment of Reliability 
NPCC reviews the reliability of the Areas’ planned bulk power systems for 
conformance with its operating, planning and design criteria.  The overall NPCC 
regional reliability and interregional security of the planned bulk power systems is 
assessed.  NPCC is coordinating the data collection of vegetation management 
programs and compiling outage statistics. 

• Enforcement of Compliance 
The NPCC Membership Agreement obligates each member to plan, design and 
operate its bulk power system in compliance with its regionally specific reliability 
criteria and broad-based industry-wide NERC standards.  To assess and monitor 
compliance with NPCC and NERC reliability standards, NPCC has in place the 
Reliability Compliance and Enforcement Program.  Initially adopted in 2000, it 
establishes a mechanism to impose non-monetary sanctions for non-compliance to 
a specified set of reliability requirements.  

 
Tomorrow morning, Ed Schwerdt will discuss in more detail regional roles and 
responsibilities. 
 
Closing 
The theme of this year’s General Meeting, “Providing for Reliability” focuses our 
attention on FERC’s emerging reliability role, the new institutional roles proposed in 
several states and provinces, their reliable regional integration, with consideration of the 
increasing importance of critical infrastructure reliability.  While NPCC has been active 
“providing for reliability”, we cannot afford to relax.  NPCC, with your help, remains 
committed to be and will be a leader in reliability assurance. 
 




