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Introduction 
Good afternoon!  It has become a tradition that in my remarks at the General Meeting I, 
as briefly as possible, speak about what has happened over the last year and focus on 
issues for the upcoming year. 
 
This year has been a busy period.  I’ve selected the following topics for my remarks. 
 

• The U.S. Legislation 
• Current Reliability Structure 
• Role of the Regions 
• New Reliability Structure 
• NPCC Activities 
• NERC Activities 

   
U. S. Legislation 
The final report of the U.S.-Canada Power System Outage Task Force on the August 
2003 power outage found that the single most important thing Congress could do to 
ensure reliability was to pass legislation that would make compliance with reliability 
rules mandatory and enforceable. 
 
On August 8, 2005, President Bush signed H.R. 6, The Energy Policy Act of 2005, into 
law, authorizing the creation of a self-regulatory Electric Reliability Organization (ERO) 
that spans North America, with FERC oversight in the United States.  The legislation 
respects the international character of the North American electric transmission system 
by ensuring that Canadian and Mexican interests in the reliability of the interconnected 
North American electric grid are fully recognized. 
 
The legislation itself is quite complex.  It defines or confirms several authorities, but does 
not delve into detail on the relationship between them.  These authorities are the ERO, an 
interconnection authority, and the savings section that confirms the right of a state to take 
action to ensure the safety, adequacy, and reliability of electric service within a state, as 
long as such action is not inconsistent with any ERO reliability standard. 
 
The provisions of the legislation, when taken as a whole, clearly define a reliability 
structure based upon a balanced relationship among Federal, State, and local reliability 
authorities.  State and local authorities have primary responsibility for determining and 
mandating local and regional reliability standards. 
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The ERO, acting with a Federal backstop, has the primary responsibility for assuring grid 
reliability through the development and enforcement of bulk-power system standards.  
State and local authorities are not able to develop and enforce grid-wide reliability 
standards, while the ERO would also find it difficult to develop and enforce regional or 
local standards. 
 
The legislation anticipates that State and local authorities will determine that more 
stringent reliability requirements than those contained in ERO standards are necessary.  
This diversity simply reflects differing reliability requirements as would be expected 
across a continent as diverse in geography, population density, and many other factors as 
North America. 
 
The legislation establishes limits to regional authority based upon compliance with ERO 
standards and on action that is not inconsistent with ERO standards.  More stringent  
regional requirements typically do not lead to seams issues (but sometimes may do so).  
Typically, these requirements serve to increase the capability of the regional or local 
power system to absorb the impact of equipment outages without the need to resort to 
customer disconnection.  Limiting regional authority beyond that contained in the 
legislation is both not necessary and not advisable. 
 
Current Reliability Structure 
Currently, the States and Provinces provide the regulatory support for the regional 
councils, and the councils provide a means for the States and Provinces to fulfill their 
obligation to provide for electric reliability for their constituents.  The Regional Councils, 
as members of NERC, provide the enabling authority for current NERC standards.  The 
legislation does not require regional reliability councils to become Regional entities, but 
assumes that would be the normal progression.  The decision on whether or not to 
become a Regional Entity will rest upon the details of the reliability structure developed 
to implement the legislation. 
 
The regional councils (in addition to other services) have four primary functions: 

  
• Regionally-specific reliability criteria 
• Coordination of Planning and Operations 
• Assessment of Reliability 
• Compliance Monitoring & Enforcement 
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When taken together, these functions provide a comprehensive base for regional 
reliability and build upon NERC reliability standards.  Enforcement of NERC bulk power 
system reliability standards is primarily by the regional councils with NERC providing 
oversight and performing the actions necessary to make sure the bulk power system is 
planned and operated in compliance with NERC standards.  The NERC readiness 
assessments are an excellent example of this oversight. 
 
Role of the Regions 
The NERC Regional Managers Committee (comprised of the executives of the 10 
Regional Reliability Councils) recently concluded an examination of the Future Role of 
Regional Reliability Councils and an assessment of Eastern Interconnection Regional 
Reliability Council boundaries. 
 
Their report established fundamental principles for reliability assurance organizations of 
the future by intentionally utilizing the U.S. reliability legislative language.  The report 
also identified necessary reliability assurance functions and services.  These were 
mentioned earlier, but let me repeat them.  They are the development of regionally-
specific reliability criteria, coordination of planning and operations, assessment of 
reliability, compliance monitoring and enforcement and other member services.  These 
functions are currently being performed on an effective and efficient basis by the existing 
Regional Reliability Councils. 
 
As a part of a stakeholder outreach effort, input was solicited from industry and responses 
from a broad cross section of representatives were considered.  The report concluded that 
Regional Reliability Councils and NERC are the appropriate vehicles to provide 
necessary reliability functions and services into the future, including those specifically 
identified in the U.S legislation.  In addition, Regional Reliability Councils, with the 
added delegation as Regional Entities, would also perform the vital task of coordinating 
and combining State and Provincial regulatory-backed compliance responsibility with the 
U.S. Federal delegated authority for mandatory enforcement of continent-wide standards. 
 
As a follow-up activity, the Regional Managers Committee assessed conformance with 
the fundamental principles established and each Region identified mitigation plans where 
necessary.  In addition, common requirements for Regional criteria development and 
compliance and enforcement were compiled and a report on the conclusion of this 
activity was made at the May 2005 NERC Members, Stakeholders, and Board meetings. 
 
Regional flexibility to adapt to member needs in satisfying a consistent set of objectives 
is both effective and desirable.  Currently, efforts of ECAR, MAIN and MAAC are 
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progressing towards consolidation.  Regarding regional reliability organization initiatives 
to address the U.S. reliability legislation, the Role of the Regions study attests to the fact 
that those initiatives are already well underway within the Regional Reliability Councils. 
 
New Reliability Structure 
The new reliability structure must build upon the current structure, incorporating the 
Federal and State authorities embodied in the legislation, providing for Canadian 
participation at both the Provincial and Federal level and balancing continental and 
regional electric reliability. 
 
The previously referenced regional council functions provide a comprehensive base for 
regional reliability and, with the added delegation as Regional Entities, complement ERO 
responsibilities.  Enforcement of the ERO bulk power system standards should be done 
primarily by the regional councils with verification and validation by the ERO. The ERO 
should provide oversight and perform the activities necessary for due diligence to make 
certain the bulk power system is planned and operated in compliance with ERO 
standards. 
 
A structure that recognizes the Regional Reliability Councils and the ERO as peer 
organizations in the reliability structure - each with clear, non-duplicative responsibilities 
- provides the greatest likelihood of success.  This approach will enhance mandatory 
compliance by creating a mutually supportive reliability structure that addresses both 
regional and local reliability needs and the need for clear mandatory grid wide reliability.  
This structure builds upon the present structure, incorporates the Federal and State 
authorities embodied in the legislation, provides for Canadian participation at both the 
Provincial and Federal level, and balances continental and regional electric reliability.  
When properly combined with the interconnection authority, it has great potential to 
minimize adversarial contention. 
 
NPCC Activities 
In preparation for the enactment of reliability legislation, NPCC took several key steps to 
transition to a self-regulatory electric reliability organization.  In November 2000, the 
Council revised its fundamental membership document, the NPCC Membership 
Agreement to incorporate enforcement of reliability criteria, to expand the duties of the 
Executive Committee and to revise the NPCC funding formula.  This document defines 
the membership requirements and obligations and recognizes the latest changes affecting 
the electric industry. 
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NPCC utilizes a Reliability Assessment Program to monitor members' conformance with 
the Council's Criteria, Guides and Procedures. The program consists of two parts: Criteria 
Review & Development and Reliability Assessment.  In addition, beginning in 2001, 
NPCC implemented its Reliability Compliance and Enforcement Program, establishing, 
for the first time, a mechanism to impose sanctions for non-compliance to a specified set 
of reliability requirements. 

The NPCC Compliance Monitoring and Assessment Subcommittee (CMAS) provides 
independent compliance monitoring and assessment functions, and determines 
compliance award/sanction recommendations for the NPCC Reliability Compliance and 
Enforcement Program and the NERC Compliance Program. 

NERC Activities 
NERC was formed in 1968 by the action of nine Regional Reliability Councils.  NERC 
has been working with industry stakeholders, the FERC, and regulators in Canada to 
implement the provisions of the reliability legislation.  NERC has formed a Post-
Legislation Steering Committee to guide it in its application to become the ERO and 
related implementation activities.  Four Task Groups have been formed to help answer 
the following questions: 

 ERO Members Task Group – What should be the ERO rules of procedure related 
to membership? 

 Regional Delegation Task Group – What should be the template for delegation 
agreements between the ERO and regional organizations that receive delegated 
grants of authority? 

 Compliance Penalties and Sanctions Task Group – What should be the ERO rules 
of procedure related to compliance penalties and sanctions?  

 Funding Task Group – What should be the ERO rules of procedure related to 
funding?  

These efforts will result in agreed to principles for the actual ERO rules of procedure for 
consideration by the NERC Board of Trustees at their November 30th meeting. 

Closing 
November 9, 2005 will mark the 40th anniversary of the 1965 Northeast Blackout, the 
seminal event that precipitated the formation of the regional reliability organizations and 
NERC.  The reliability standards and criteria that have evolved in the intervening years 
have incorporated the lessons learned from other wide-spread system disturbances.  The 
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criteria and standards development continues to respond to the current changes in the 
electric industry poised by deregulation and market development, with consideration of 
the increasing importance of critical infrastructure reliability.  This is a heritage that we 
all should be proud of. 
 
The time between now and the next NPCC General Meeting will be challenging.  The 
effort to build a robust, balanced and accountable reliability structure that will assure bulk 
power system reliability on this continent, while demanding and perhaps exhausting, is 
both necessary and noble.  Our customers expect nothing less, and we must deliver 
nothing less. 
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Current Reliability Structure

NERC

Regional 
Reliability 
Councils

State and Provincial 
Authorities

Regional 
Councils have 
four primary 
services:

Develop 
Regionally 
Specific Criteria

Coordination of 
Planning and 
Operations

Assessment of 
Reliability

Compliance 
Monitoring & 
Enforcement



Existing NERC Reliability Councils

Ten Existing 
Councils 

Three Councils 
cross national 
boundaries

ECAR, MAAC, 
and  MAIN to 
become 
ReliabilityFirst 
Corp. in 2006 
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Role of the Regions

Reliability Assurance Functions

Regionally-Specific Reliability Criteria

Coordination of Planning & Operations

Assessment of Reliability

Compliance Monitoring & Enforcement

Other Services
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Role of the Regions Report

Conclusions

Regional Reliability Councils and NERC 
are the appropriate vehicles to provide 
reliability functions and services in the 
future, including those specifically 
identified in the U.S. legislation.
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Role of the Regions Report

Conclusions

Regional Reliability Councils, as Regional 
Entities, would also perform the vital task 
of coordinating and combining State and 
Provincial regulatory-backed compliance 
responsibility with the U.S. Federal 
delegated authority for mandatory 
enforcement of continent-wide standards.
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NPCC Activities

• NPCC Membership Agreement
incorporates enforcement of reliability 
criteria

• NPCC Reliability Assessment Program
• Reliability Compliance and Enforcement 

Program
• Compliance Monitoring and 

Assessment Subcommittee
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NERC Activities

• Post Legislation Steering Committee
– Reports to Board of Trustees
– Consults stakeholders and members (regional 

reliability councils)

• Working groups
– Membership
– Regional Delegation
– Sanctions and Penalties
– Funding
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