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Introduction 
Good afternoon!  As I said last year, 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.  I also said that the time between then 
and this General Meeting would be challenging and it has been.  The restructuring effort 
to build a robust, balanced and accountable reliability structure that will assure bulk 
power system reliability on this continent, while demanding and exhausting, has moved 
forward with several fundamental concepts emerging. 
 
But first a bit of history.  The Northeast Power Coordinating Council (NPCC) was 
originally formed as a voluntary, non-profit regional electric reliability organization in 
January 1966 shortly following the 1965 Northeast Blackout, to promote the reliability 
and efficiency of the interconnected power systems within its geographic area. 
 
NPCC is one of eight Regional Reliability Councils throughout the United States, Canada 
and portions of Mexico that form the North American Electric Reliability Council 
(NERC).  As a member of NERC, NPCC provides for the regionally specific 
implementation of broad based continent-wide reliability standards.  NPCC is also one of 
three international regional reliability councils. 
 
In response to the U.S. Energy Policy Act, and in preparation for the anticipated 
certification of NERC as the Electric Reliability Organization, NPCC has begun a 
restructuring process.  Before describing that process, it’s important to review the path 
traveled to arrive at this point; knowing where we are now brings understanding to where 
we are planning to go in the future. 
 
Current Reliability Structure 
NPCC has a comprehensive set of Regional Reliability Criteria, developed, periodically 
revised, and published on a publicly accessible website.  These Criteria represent forty 
years of experience and technical expertise specific to Northeastern North America and, 
along with the NPCC guidelines and procedures, succinctly state what is required to 
ensure the reliable operation and adequacy of the international Bulk Power System. 
 
The development and continual review of NPCC Criteria is done by technical groups of 
experts in an open, inclusive and transparent process allowing participation through a 
web-based comment forum.  The Criteria have been developed to be “not inconsistent 
with” the NERC Operating Policies, Planning Standards and subsequent NERC 
Reliability Standards filed with FERC. Criteria in some cases represent more stringent 
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and more specific requirements that the NPCC membership has agreed are necessary to 
meet Northeast reliability objectives. 
 
NPCC membership is currently bound, through the execution of the NPCC Membership 
Agreement to adhere to these Criteria and enforcement of compliance with the Criteria is 
achieved through the NPCC Enforceable Compliance Program with the support of State 
and Provincial authorities. 
 
Currently, the States and Provinces provide the regulatory backstop 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 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 

 
We will see these functions are carried forward in the new regional reliability 
organization that I will discuss. 
 
Concepts for New Reliability Structure 
As the industry has worked on developing a new reliability structure, fundamental 
concepts have emerged.  It has also become evident that the legislation is quite complex.  
It defines or confirms several authorities;  the ERO, an interconnection authority, and it 
preserves 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. 
 
These provisions, when taken as a whole, clearly define a reliability structure based upon 
a balanced relationship among Federal and State authorities. State and Provincial 
authorities have primary responsibility for determining and mandating local and regional 
reliability standards. 
 
The ERO, acting with Federal and Canadian Provincial backstops, has the primary 
responsibility for assuring grid reliability through the development and enforcement of 
bulk-power system reliability standards.  The purpose of these standards is to achieve 
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reliable operation of the grid.  Reliable operation is defined as preventing cascading 
failures. 
 
Regional Reliability Organizations may determine that more stringent regional reliability 
requirements, than those contained in ERO standards, are necessary.  This additional 
power system margin 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 development of standards regarding adequacy is reserved 
to the States and is therefore a regional issue. 
 
Since the reliability of the bulk power system is international in nature, particularly in the 
northeast, there can be no impediment to the continuing close cooperation of those 
responsible for international reliability. 
 
Government Oversight of the ERO 
The ERO will receive its authority in the United States to develop, implement and 
enforce reliability standards from FERC.  NERC is also pursuing ERO recognition 
individually with the appropriate Canadian provinces and the Canadian National Energy 
Board.  NERC’s certification will result in the formation of an independent, international 
ERO that will have the authority to develop and enforce Reliability Standards for the 
North American Bulk Power System.  The Canadian delegations are expected to be 
province based and to be implemented through Memoranda of Understanding unique to 
each province. 
 
NERC’s ERO application included a transition plan which is designed to allow it to 
continue operating under its present corporate structure for ensuring reliability of the 
Bulk Power System of North America, while it works in parallel to put the ERO structure 
into place in an affiliate, NERC Corp.  Once NERC Corp. is certified as the ERO, the 
plan calls for the existing NERC to be merged into the new corporation and NERC Corp. 
to become the sole surviving entity. 
 
The existing regional reliability councils are critical to a successful transition to the ERO.  
Negotiations must be completed in each of the regions in order to delegate the statutory 
functions, along with any other functions, that are necessary for NERC to fulfill its 
responsibilities as an effective ERO. 
 
The regional reliability councils have begun to review and revise their existing standard 
development procedures and compliance programs in preparation for executing 
delegation agreements with NERC.  Each regional reliability council is also working to 
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prepare its delegation agreement.  In addition, NERC is working with the regional 
reliability councils to develop and refine budget and funding processes. 
 
NPCC’s Future International Regional Structure  
Going forward, the regional structure will consist of a regional reliability assurance not-
for-profit corporation, NPCC, Inc., and a separate and independent, affiliated, not-for-
profit corporation, NPCC: Cross Border Regional Entity, Inc. (CBRE).  These 
corporations will replace the existing NPCC Membership organization and the 
Membership interests will be transferred to NPCC, Inc.  Both corporations have been 
formed, have held their initial organizing meeting and have approved by-laws for their 
operation. 
 
NPCC Inc.’s international membership is comprised of electric utilities, transmission 
providers, independent generators, power marketers, transmission customers, 
Independent System Operators, an Independent Electricity System Operator, a state-wide 
sub regional reliability council, and Canadian provincial and governmental authorities 
and state regulatory authorities.  NPCC, Inc. is governed by a Board of Directors which is 
comprised of Transmission Provider and Transmission Customer Voting Class 
representatives. 
 
Full Membership (voting) in NPCC, Inc. is open to all entities and industry sectors 
participating in the electricity market in Northeastern North America. 
 
The NPCC, Inc. Bylaws define the membership requirements and obligations, and are 
consistent with changes affecting the electric industry structure.  Public Interest 
Membership (non-voting) is open to regulatory agencies with jurisdiction over 
participants in the electricity market in Northeastern North America and to public-interest 
organizations expressing interest in the reliability of electric service in Northeastern 
North America. 
 
The NPCC, Inc. Bylaws were developed to be consistent with the existing Membership 
Agreement, to the greatest extent possible, and will shortly replace the Membership 
Agreement as the vehicle to outline member rights and obligations as the restructuring 
moves forward and membership has transferred from the NPCC Council to NPCC Inc. 
 
NPCC CBRE’s international membership will be comprised of any person or entity that 
has an interest in the reliable operation of the Northeastern North American Bulk Power 
System and that registers with NPCC CBRE as a Member and complies with the 
conditions and obligations specified in the Bylaws. 
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NPCC CBRE will be governed by a hybrid Board of Directors consisting of stakeholders 
balanced by sector and an independent Chairman and will establish rules that ensure its 
independence from the users, owners and operators of the Bulk-Power System, while 
assuring stakeholder representation in the selection of its directors and balanced decision 
making in any committee, including a provision specifying that no two industry sectors 
should control any decision and no single segment should be able to veto any matter. 
 
NPCC, Inc. 
NPCC Inc., as the successor to NPCC and as the Regional Reliability Organization will 
continue to promote the reliable and efficient operation of the international, 
interconnected Bulk Power Systems in Northeastern North America and to provide its 
members regional reliability assurance services.  It will act as the vehicle through which 
States and Provinces can fulfill their political mandate to oversee the Northeastern North 
American electric infrastructure through development of regionally-specific reliability 
criteria, compliance monitoring and enforcement of those criteria, the coordination of 
system planning, design and operations, and assessment of reliability. 
 
NPCC CBRE 
NPCC CBRE will serve as the Cross-Border Regional Entity for the Northeast and will 
perform functions delegated or contracted to it from the ERO, pursuant to a Regional 
Delegation Agreement (RDA), Memoranda of Understanding (MOUs) with appropriate 
Canadian Provincial regulatory and governmental authorities, and a Reliability Services 
Agreement (RSA) intended to include activities that are in the furtherance of NERC’s 
responsibilities as the ERO under the Energy Policy Act of 2005. 
 
It is the CBRE who will develop regional standards and propose such regional standards 
to the ERO for enforcement through statutory mechanisms and Canadian provincial 
Memoranda of Understanding.  In the U.S., the CBRE’s responsibility is to assure 
compliance and enforcement of ERO standards through the authority delegated to it by 
the ERO under a delegation agreement.  RROs will develop reliability criteria 
backstopped by state authority consistent with the legislation or through authority 
backstopped by the Canadian provinces and/or governmental authorities.  The activities 
performed by the RRO are intended to enhance its members’ reliability while not 
conflicting with the functions delegated to the CBRE to enforce ERO standards. 
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NPCC’s Road Map – The 2007 NPCC Business Plan 
As implementation of the U.S. Energy Legislation progresses, NPCC’s Mission and 
Vision for a reliable Northeast remain focused. The 2007 NPCC Business Plan outlines 
our “Road Map to Reliability” - a comprehensive and flexible strategy for NPCC to be 
able to respond to emerging reliability and organizational issues. 
 
The NPCC 2007 Business Plan is posted on the NPCC web site and has been included in 
your meeting brochure – Ed will be covering the major business plan objectives in his 
presentation later this afternoon. 
 
Concluding Remarks 
The objective as we go forward is to complete the task of creating an excellent reliability 
structure which includes an excellent ERO.  This structure must incorporate the 
geographic and technical industry expertise of the Regional Reliability Organizations and 
the complementary reliability responsibilities of the States and Provinces.  It must 
support active regulatory involvement in the NERC and Regional reliability standards 
development processes and cross-border coordination between FERC and Canadian 
Provincial regulatory and/or governmental authorities prior to the adoption of bulk power 
system reliability standards. 
 
Bulk Power System Reliability is achieved through assuring compliance with ERO 
reliability standards, and where appropriate, the more stringent regionally-specific 
reliability requirements established and enforced by the Regional Reliability 
Organizations (RRO) and supported through State and Canadian provincial regulatory 
and/or governmental authorities.  The evolving new continental reliability structure, 
including audits and readiness reviews, with mandatory compliance and enforcement will 
provide a significant increase in assurance that the deficiencies which lead to the blackout 
of August 2003 will not exist. 
 
It is clear that a great deal of work remains to be done.  I want to thank all of you for your 
support over the past year and ask for your continued support for the upcoming year.  I 
am confident that all of us working together will make restructuring a success. 


