UNITED STATES OF AMERICA

FEDERAL ENERGY REGULATORY COMMISSION
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)

Docket No. RM06-16-000

for the Bulk-Power System


)

ADVICE OF THE

WESTERN INTERCONNECTION REGIONAL ADVISORY BODY

ON IMPLEMENTATION OF MANDATORY RELIABILITY STANDARDS

Under Section 215(j) of the Federal Power Act, Regional Advisory Bodies, such as the Western Interconnection Regional Advisory Body (WIRAB), are authorized to provide advice to the Commission on “…whether a standard proposed to apply within the region is just, reasonable, not unduly discriminatory or preferential, and in the public interest…”  

This document contains initial advice from the WIRAB to the Federal Energy Regulatory Commission on proposed mandatory reliability standards under Section 215.  WIRAB will submit additional advice as the Commission process for approving reliability standards unfolds.


The WIRAB offers advice on three subjects:

1. Approval of Reliability Standards in Groups That Have Adequate Metrics and Have Been Field Tested
2. Enforcement of Fill-in-the-Blank Standards

3. Economic Justification of Future Standards

WIRAB looks forward to a robust collaboration with the Commission in achieving the mutual objectives of Western States and Provinces and the Commission in securing a reliable power grid in the Western Interconnection.

Issue 1:  Approval of Reliability Standards in Groups That Have Adequate Metrics and Have Been Field Tested
Statement of Issue


On April 4, 2006, NERC submitted to FERC 102 proposed reliability standards.
 NERC recommended that FERC unconditionally approve 77 reliability standards that would become mandatory on January 1, 2007, and conditionally approve 25 “fill-in-the-blank” standards that require implementation by Regional Reliability Organizations (RROs).  

FERC staff issued a preliminary assessment of NERC’s proposed reliability standards on May 11, 2006 (“FERC Assessment”).
  The FERC Assessment identified two issues, among others, that posed problems for approval of all 102 proposed standards by the original target date of January 1, 2007.  First, the FERC Assessment identified 26 proposed standards that did not contain either: (a) measures to determine if an entity is in compliance; (b) levels of non-compliance that establish criteria for determining the severity of a violation; (c) or both measures and levels of non-compliance.
  Second, the “fill-in-the-blank” standards may not be enforceable under the authority of Section 215 of the Federal Power Act.
 

In comments filed by NERC on June 26, NERC concedes that it is not immediately feasible to implement all proposed standards as mandatory and enforceable in the U.S.
  NERC proposes that FERC unconditionally adopt a subset of 51 standards to be implemented on or after January 1, 2007.  NERC also recommends that FERC conditionally approve a second category of 26 “fill-in-the-blank” standards, and a third category of 25 proposed standards that lack measures and compliance information, or regional “fill-in-the-blank” requirements.  For the second and third categories of standards, NERC proposes that the missing measures, compliance information, or fill-in-the-blank requirements would be a factor in evaluating the alleged violation and assessing penalties.
  

Comments by NERC and other entities suggest a growing consensus for a staged implementation of mandatory standards and penalties for non-compliance, although there is considerable disagreement on the structure and timing of the process.  Edison Electric Institute (EEI) recommends dividing the proposed reliability standards into two buckets.
  Bucket 1 would consist of standards that can be approved without additional work.  Bucket 2 would contain the remaining standards that need additional work.  FERC would conditionally approve Bucket 2 standards but penalties would not be assessed until appropriate changes to the standard were implemented.
  In contrast, the Western Electricity Coordinating Council (WECC) calls for the implementation of standards in groups that would take effect over a two-to-four year period.
  WECC argues against the conditional approval of reliability standards because it would complicate industry’s ability to understand mandatory standards.  WECC wants FERC to either approve or disapprove a proposed reliability standard.
  

In light of the comments filed on June 26, a key issue before FERC is whether and how to stage the implementation of reliability standards in groups.  Two important parameters of the phase-in process are: (1) how to identify and group the high priority proposed standards for implementation, and (2) whether to provide an initial “field testing” period prior to imposing monetary penalties for non-compliance. 

The Western Interconnection has experience in adopting and enforcing reliability standards through WECC’s Reliability Management System (RMS).  WECC’s RMS standards impose penalties for non-compliance with 15 standards considered the most critical to protect grid reliability.  FERC has approved these standards and the agreement under which those entities subject to the agreement would be penalized in the event of non-compliance.  The RMS standards have been field tested and in place for several years.  Most of the RMS standards have close counterparts in the proposed NERC standards.  A small number of RMS standards do not have counterparts in the NERC proposal.  

The WECC RMS standards provide a foundation from which FERC could structure an intelligent and feasible multi-stage process for mandatory reliability standards.  
First, WECC introduced the RMS standards in separate groups.  The RMS experience showed the value of introducing standards in phases without overwhelming the entities responding to new requirements and individual training.  NERC’s application did not attempt to distinguish which of the 102 original proposed standards are the most critical to maintaining system reliability and it assumed that monetary sanctions should begin to be collected in July 2007, even though compliance with some standards or the severity of non-compliance cannot be measured until a full year of operations has occurred.  
Second, the WECC Members found the current 15 RMS standards address the most important areas for system reliability.  Therefore, the proposed NERC standards with corresponding RMS standards are the highest priority standards.  For the overlapping RMS and NERC proposed standards in the Western Interconnection, the key implementation issues have been considered and vetted over time.  Those who are responsible for complying with these requirements have had plenty of time to develop the systems needed to comply and to accurately report their compliance.  Thus the transition to FERC-approved standards with full collection of monetary sanctions should be relatively smooth for these overlapping standards. 
  
Third, the RMS experience demonstrated the need for and benefits of a test period to ensure clarity and proper interpretation of the standards and their associated compliance measures.
  The field test period not only ensures that those who will be fined understand what is required of them, but it also serves to identify any unanticipated problems with the standards or their compliance metrics.  It can also help identify when the prospect of mandatory compliance with a new standard may force those subject to the new standard to violate existing standards in ways that were not anticipated while the new standard was being developed.  Based on its considerable experience putting in place enforceable RMS standards, WECC proposes a one-year period of field testing prior to imposing penalties on the NERC proposed reliability standards.
  NERC recently endorsed a six-month transition period before monetary penalties would be imposed.
  
WIRAB Recommendation

A. WIRAB recommends that FERC (1) approve standards in groups as they are found to be technically and legally sufficient; (2) not conditionally approve standards; and (3) provide for a field test of standards prior to imposing monetary sanctions.
Mandatory reliability standards should be approved in groups beginning with the standards that meet all Section 215 requirements and are both technically sound and legally sufficient.  Those standards that do not meet all such requirements should be prioritized for additional work, beginning with those that are the most critical to maintaining reliability.  The first set of standards, which are fully ready for approval in the Western Interconnection are the WECC RMS standards.  

FERC should not conditionally approve standards.  FERC approval should be unconditional.  Conditional approval is an unclear concept that introduces ambiguity in the establishment of mandatory reliability standards.  The Commission should withhold approval of standards that do not have adequate metrics and explain to NERC the deficiencies it sees and provide a reasonable timetable for NERC to propose adequate metrics.
All standards not previously field tested should be field tested before monetary sanctions are levied for non-compliance. This was found to be essential in the development and implementation of the RMS, and it is likely to be even more essential in the effort to make a far greater number of standards mandatory. The test period should cover at least one reporting period but in some cases may require multiple reporting periods.  During the test period, the standards should be fully in effect and all notices of violation and sanctions other than monetary sanctions (e.g., letters to management, notice to state regulatory commissions) should be imposed including notifications of the level of fines that would be imposed for similar violations following the test period.  For standards that include only annual reporting requirements this field test period could be one-year in length or longer.  For other standards with more frequent reporting periods monetary sanctions for non-compliance could begin earlier.  The reason a field test period is warranted is that it is more important to focus industry attention on the investments in processes and technology that are necessary to achieve reliable compliance with standards than to collect fines.  It is also important to provide a field test period to avoid undue litigation by entities who may legitimately claim they were caught unaware of the requirements.  The field test period should not be considered a “go slow” approach, but rather an intelligent method of ensuring that both industry and the compliance enforcement community can focus their attention on ensuring that responsibilities for standards compliance are clear and fully understood before collection of monetary sanctions begins.
B. WIRAB recommends that FERC take the actions described below on six groupings of proposed NERC reliability standards.  These actions build on the RMS program that FERC has previously approved in the Western Interconnection.
1) FERC should approve for immediate implementation in the Western Interconnection the RMS standards shown in Table 1.  By “immediate implementation,” we mean that standards are ready to be enforced with full monetary sanctions because they have been field tested.   These standards have corresponding proposed NERC standards with adequate compliance metrics.  If, however, FERC approves penalty provisions with substantial discretion to consider mitigating factors, then financial penalties should not be imposed until the penalty provisions have been field tested.  (See Table 1 below.)   Subsequently, as the comparable NERC standards are approved and field tested there would be a transition from RMS standards to NERC standards but only where differences in the standards would justify a transition to improve reliability.  That is, where the NERC standard is equal to or more stringent than the RMS standard the RMS standard should be replaced when the NERC standard field testing is successfully completed.  In those cases where the RMS requirement goes beyond the NERC standard, the RMS standard should continue in place.
  
2) FERC should approve for immediate implementation in the Western Interconnection the standards shown in Table 2 which are RMS standards that correspond to fill-in-the-blank NERC standards.  If, however, FERC approves penalty provisions with substantial discretion to consider mitigating factors, then financial penalties should not be imposed until the penalty provisions have been field tested.  NERC should approve these RMS standards for the Western Interconnection as part of the WECC delegation agreement.
3) FERC should approve for immediate implementation in the Western Interconnection the standards shown in Table 3 which are RMS standards for which there is no NERC counterpart.  If, however, FERC approves penalty provisions with substantial discretion to consider mitigating factors, then financial penalties should not be imposed until the penalty provisions have been field tested.  NERC should approve these RMS standards for the Western Interconnection as part of the WECC delegation agreement.
4) FERC should approve the proposed NERC standards with adequate measures and compliance information shown in Table 4.  Field testing of these standards should begin immediately.  Upon the completion of successful field tests, monetary sanctions for non-compliance would be implemented for non-compliance.  

5) FERC should not approve proposed NERC standards that lack adequate measures and compliance information.   At this time, the Commission should withhold approval of standards in Table 5 and advise NERC of needed improvements.  Once adequate measures and compliance information have been added to the standard FERC should approve the standards.  The approved standards would take effect when field tests have been completed.  FERC should also prioritize work on these standards so that the ones that pose the highest risk to reliability are completed first. 
6) FERC should not approve proposed NERC “fill-in-the-blank” standards outside of RMS.  The standards in Table 6 should be approved after the RROs and the ERO develop adequate measures and compliance information for such standards and successful field testing has been completed.  FERC should also prioritize work on these standards so that the ones that pose the highest risk to reliability are completed first. 

The following diagram illustrates the grouping of proposed NERC and RMS standards.  The large circle represents the universe of NERC’s proposed 102 standards divided into those with adequate metrics for enforcement, those without adequate metrics, and those that are fill-in-the-blank standards.  The smaller circle to the right represents the 15 RMS standards FERC has already approved and which have been fully field tested and are ready to be implemented.  Most of the RMS standards correspond to multiple NERC proposed standards.  Ten of the RMS standards have counterparts in the NERC standards that have adequate metrics and are not fill-in-the-blank standards.  Five RMS standards cross reference to NERC fill-in-the-blank standards.  Three RMS standards (H, I, J) have multiple NERC standard counterparts that include adequate metrics standards and separate fill-in-the-blank standards.  Three RMS standards do not have a NERC counterpart.
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Table 1
RMS Standards with NERC Counterparts that Should Be Approved and Immediately Implemented in the Western Interconnection
	WECC RMS Standards 
	NERC Standard (R __ refers to the requirement number in the standard)

	C.
	Control Performance Standard 1
	BAL-001-0
	Real Power Balance Control Performance (R1, R2)

	D.
	Control Performance Standard 2
	
	

	E.
	Operating Transfer Capability
	FAC-012-1
	Transfer Capability Methodology 

	
	
	FAC-013-1
	Establish and Communicate Transfer Capability

	
	
	TOP-007-0
	Reporting SOL and IROL Violations

	G.
	Certification of Remedial Action Schemes
	PRC-012-0
	Special Protection Review Procedure

	
	
	PRC-014-0
	Special Protection System Database

	
	
	PRC-017-0
	Special Protection System Maintenance and Testing

	H.
	Certification of Remedial Action Schemes
	PRC-012-0
	Special Protection Review Procedure

	
	
	PRC-014-0
	Special Protection System Database

	
	
	PRC-017-0
	Special Protection System Maintenance and Testing

	I.
	Protective Relay and Remedial Action Scheme Misoperation
	PRC-003-1
	Regional Procedure for Analysis of Misoperations of Transmission and Generation Protection Systems (transmission)

	J.
	Operator Certification
	PER-001-0
	Operating Personnel Responsibility and Authority

	
	
	PER-003-0
	Operating Personnel Credentials

	K.
	Qualified Path Unscheduled Flow Relief
	IRO-006-1
	Reliability Coordination – Transmission Loading Relief

	L.
	Transmission Maintenance Standard
	FAC-003-1
	Transmission Vegetation Management Program

	
	
	PRC-005-1
	Transmission and Generation Protection System Maintenance and Testing

	M.
	Interchange Schedule Tagging
	INT-001-0
	Interchange Transaction Tagging

	
	
	INT-002-0
	Interchange Transaction Tag Communication and Reliability

	
	
	INT-003-0
	Interchange Transaction Implementation

	
	
	INT-004-0
	Interchange Transaction Modifications


Table 2

WECC RMS Standards and Corresponding NERC Fill-in-the-Blank Standard that Should Be Approved and Immediately Implemented in the Western Interconnection
	WECC RMS Standards 
	NERC Standard (R __ refers to the requirement number in the standard)

	A. 
	Operating Reserves
	BAL-002-0
	Disturbance Control Performance (R2, R3)

	B.
	Disturbance Control
	BAL-002-0
	Disturbance Control Performance (R4)

	H.
	Certification of Remedial Action Schemes
	PRC-016-0


	Special Protection System Misoperations



	I.
	Protective Relay and Remedial Action Scheme Misoperation
	PRC-004-1
	Analysis and Mitigation of  Transmission and Generation Protection System Misoperation (transmission)

	J.
	Operator Certification
	PER-002-0
	Operating Personnel Training


Table 3
WECC RMS Standards Without A Corresponding 

NERC Proposed Reliability Standard that Should Be Approved and Immediately Implemented in the Western Interconnection
	RMS Standard

	
	

	
	Applicable to Balancing Authorities

	F. 
	Operating Limits Available to System Operators

	
	

	
	Applicable to Generators

	A.
	Automatic Voltage Regulators (AVR)

	B.
	Power System Stabilizers (PSS)


Table 4
NERC Proposed Reliability Standards With Adequate Measures and Compliance Information, and No Corresponding RMS Standard, that Should Be Approved and Field Tested Prior to Full Implementation
	NERC Standard

	
	

	EOP-001-0
	Emergency Operations Planning

	EOP-002-1
	Capacity and Energy Emergencies

	EOP-005-0
	System Restoration Plans

	EOP-007-0
	Establish, Maintain, and Document a Regional Blackstart Capability

	EOP-008-0
	Plans for Loss of Control Center Functionality

	
	

	FAC-005-0
	Electrical Facility Ratings for System Modeling

	FAC-009-1
	Establish and Communicate Facility Ratings

	
	

	IRO-001-0
	Reliability Coordination – Responsibilities and Authorities

	IRO-004-1
	Reliability Coordination – Operations Planning

	IRO-014-1
	Procedures to Support Coordination Between Reliability Coordinators

	IRO-015-1
	Notifications and Information Exchange Between Reliability Coordinators

	IRO-016-1
	Coordination of Real-time Activities Between Reliability Coordinators

	
	

	MOD-003-0
	Procedure for Input on TTC and ATC Methodologies and Values

	MOD-006-0
	Procedures for Use of CBM Values

	MOD-007-0
	Documentation of the Use of CBM

	MOD-011-0
	Regional Steady-State Data Requirements and Reporting Procedures

	MOD-013-0
	RRO Dynamics Data Requirements and Reporting Procedures

	MOD-014-0
	Development of Interconnection-Specific Steady State System Models

	MOD-015-0
	Development of Interconnection-Specific Dynamic System Models

	MOD-016-0
	Actual and Forecast Demands, Net Energy for Load, Controllable DSM

	MOD-018-0
	Reports of Actual and Forecast Demand Data

	MOD-020-0
	Providing Interruptible Demands and DCLM Data

	MOD-021-0
	Accounting Methodology for Effects of Controllable DSM Forecasts

	
	

	PRC-006-0
	Development and Documentation of Regional UFLS Programs

	PRC-010-0
	Assessment of the Design and Effectiveness of UVLS Program

	PRC-011-0
	UVLS System Maintenance and Testing

	PRC-013-0
	Special Protection System Database

	PRC-020-1
	Under-Voltage Load Shedding Program Database

	PRC-021-1
	Under-Voltage Load Shedding Program Data

	PRC-022-1
	Under-Voltage Load Shedding Program Performance

	
	

	TOP-003-0
	Planned Outage Coordination

	TOP-005-1
	Operational Reliability Information

	
	

	TPL-001-0
	System Performance Under Normal Conditions

	TPL-003-0
	System Performance Following Loss of Two or More Bulk Electric System Elements

	TPL-005-0
	Regional and Interregional Self-Assessment Reliability Reports

	TPL-006-0
	Assessment Data from Regional Reliability Organizations


Table 5
NERC Proposed Reliability Standards Without Adequate Measures and Compliance Information, and No Corresponding RMS Standard, that Should Not Be Approved at This Time
	NERC Standard

	
	

	BAL-003-0
	Frequency Response Bias

	BAL-004-0
	Time Error Correction

	BAL-005-0
	Automatic Generation Control

	BAL-006-0
	Inadvertent Interchange

	
	

	CIP-001-0
	Sabotage Reporting

	
	

	COM-001-0
	Telecommunications

	COM-002-1
	Communications and Coordination

	
	

	EOP-003-0
	Load Shedding Plans

	EOP-004-0
	Disturbance Reporting

	EOP-006-0
	Reliability Coordination – System Restoration

	
	

	IRO-002-1
	Reliability Coordination - Facilities

	IRO-003-1
	Reliability Coordination – Wide Area View

	IRO-005-1
	Reliability Coordination – Current Day Operations

	
	

	PER-004-0
	Reliability Coordination – Staffing

	
	

	PRC-001-0
	System Protection Coordination

	
	

	TOP-001-0
	Reliability Responsibilities  and Authorities

	TOP-002-0
	Normal Operations Planning

	TOP-004-0
	Transmission Operations

	TOP-006-0
	Monitoring System Conditions

	TOP-008-0
	Response to Transmission Limit Violations

	
	

	VAR-001-0
	Voltage and Reactive Control


Table 6
NERC Proposed Reliability Standards With a “Fill-in-the-Blank” Requirement, and No Corresponding RMS Standard, that Should Not Be Approved at This Time
	BAL-002-02
	Disturbance Control Performance
	R1

	EOP-009-0
	Documentation of Blackstart Generating Unit Test Results
	R1, R2

	
	
	

	FAC-001-0
	Facility Connection Requirements
	R1

	FAC-002-0
	Coordination of Plans for New Facilities
	R1.2

	FAC-004-0
	Methodologies for Determining Electrical Facility Ratings
	R1

	
	
	

	MOD-001-0
	Documentation of TTC and ATC Calculation Methodologies
	R1

	MOD-002-0
	Review of TTC and ATC Calculations and Results
	R1

	MOD-004-0
	Documentation of Regional CBM Methodologies
	R1

	MOD-005-0
	Procedure for Verifying CBM Methodologies
	R1

	MOD-008-0
	Documentation of Content of Each Regional  TRM Methodology
	R1

	MOD-009-0
	Procedure for Verifying TRM Values
	R1

	MOD-010-0
	Steady-State Data for Transmission System Modeling and Simulation
	R1

	MOD-012-0
	Dynamics Data for Transmission System Modeling and Simulation
	R1

	MOD-017-0
	Aggregated Actual and Forecast Demands and Net Energy
	R1

	MOD-019-0
	Forecasts of Interruptible Demands and DCLM Data
	R1

	MOD-024-1
	Verification of Generator Gross and Net Real Power Capability
	R3

	MOD-025-1
	Verification of Reactive Power Capability
	R3

	
	
	

	PRC-007-0
	Assuring Consistency with Regional UFLS Programs
	R1

	PRC-008-0
	Underfrequency Load Shedding Equipment Maintenance Programs
	R1

	PRC-009-0
	UFLS Performance Following  Underfrequency Event
	R1

	PRC-015-0
	Special Protection System Data and Documentation
	R1, R2, R3

	PRC-016-0
	Special Protection System Misoperations
	R1

	
	
	

	TPL-002-0
	System Performance Following Loss of a Single Bulk Electric System Element
	R6, R12

	TPL-004-0
	System Performance Following Extreme Bulk Electric System Events
	R3


Issue 2: Enforcement of “Fill-in-the-Blank” Standards 
Statement of Issue

The FERC Assessment raised the issue whether the “fill-in-the-blank” standards are enforceable under the Section 215 of the Federal Power Act.
  FERC staff has two principal concerns about fill-in-the-blank standards: (1) they are not enforceable because RROs are not within the statutory class of bulk power system owners, operators, and users; and (2) “the specific implementing standards adopted by the RROs have not undergone an approval process under section 215 and hence cannot themselves be enforced by the Commission or the ERO.”
 

NERC disagrees with the FERC staff on the first point for the following reasons.  RROs will voluntarily register as members of the ERO and thereby fall under the statutory and regulatory jurisdiction.  The RRO will perform services for bulk power system owners, operators and users, and thereby bring RROs within the statutory jurisdiction.  Finally, since RROs will perform functions for members that are jurisdictional, the RRO is acting as an agent for its members in the performance of reliability functions to meet statutory reliability requirements.
  

NERC acknowledges enforceability problems on the FERC staff’s second point for a subset of fill-in-the-blank standards.
  The problem arises for proposed standards that direct the bulk power system owner, operator, or user to perform an action to meet a RRO criterion.  If the RRO criteria have not been filed for approval as ERO standards, they are not ERO standards, and the criteria cannot be delegated under statutory and regulatory rules.
  To address this problem, NERC has prepared an action plan to coordinate development of regional standards.  NERC will file the plan in November 2006 and expects to complete revising standards in about three years.
  
WIRAB agrees with NERC’s assessment that a subset of fill-in-the-blank standards are not enforceable under the statutory framework of Section 215 of FPA for those standards that direct the bulk power system owner, operator, or user to perform an action to meet a RRO criterion not approved by the ERO.  WIRAB also agrees with NERC’s conclusion that RROs will be an entity subject to jurisdiction under Section 215, though we reach that conclusion primarily because it is clear from Section 215(e)(4) that RROs will only derive authority under Section 215 through the execution of a delegation agreement with the ERO and that the Commission has complete discretion to modify that delegation agreement.  To the extent that an RRO does not become a Regional Entity as defined in Section 215(a)(7), FERC staff may be correct that such an RRO is not a bulk power system owner, operator, or user, but in that case, the RRO would have no authority under Section 215 to fill in the blanks of any ERO standard.  

WIRAB supports NERC’s effort to develop a plan to coordinate regional standards to address the fill-in-the-blank enforceability issue.  WIRAB views this problem as a legal glitch that is fixable with corrective steps and coordination among FERC, the ERO and RROs.  

WIRAB observes that fill-in-the-blank standards are simply a tool created to achieve a larger policy objective.  The statutory objective is to establish intelligent reliability standards that account for important regional differences in the bulk power system.  Regional differences are particularly critical for regions covering an entire interconnection.   For these reasons, Section 215 requires FERC to give due weight to the technical expertise of a regional entity formed on an interconnection-wide basis,
 and require the ERO to rebuttably presume a proposal from an RRO formed on an interconnection-wide basis for a reliability standard is just, reasonable, and not unduly discriminatory or preferential, and in the public interest.
  

WIRAB Recommendation


WIRAB recommends that FERC acknowledge that fill-in-the-blank standards are enforceable provided they are submitted by the ERO pursuant to an approved delegation agreement.  WIRAB also recommends that RMS standards that correspond to NERC’s proposed fill-in-the-blank standards be approved by the Commission.  Such standards may be submitted as part of the ERO-WECC proposed delegation agreement. 
Issue 3:  Economic Justification of Future Standards

Statement of Issue

In NERC’s petition for FERC approval of the 102 proposed mandatory reliability standards, NERC describes its initial set of proposed standards as a base camp upon which it intends to climb a tall mountain for the goal of technically excellent reliability standards for the bulk power system.
  The FERC Assessment embraced this analogy.
  While the work by NERC and FERC staff reflect that a great deal of technical work has been done, these analyses have omitted a reference or consideration of the economic issues in the long journey ahead.  The costs and benefits of specific standards are not addressed in either NERC’s petition or the FERC Assessment.  While FERC Commissioners indicated at the Technical Conference on the FERC Assessment their assumption that costs and benefits had been addressed in the development of NERC standards, in fact there has been very little or no explicit analysis of the costs and benefits of standards individually or taken together.  
New mandatory reliability standards provide benefits in terms of reducing the risk of blackouts and other system failures.  New standards also involve costs in terms of new capital, labor, and administrative costs to comply with each standard.  Economic efficiency calls for adopting reliability standards up to the point where the marginal benefits of reliability equal the marginal costs of reliability.  A narrow focus on achieving the best technical reliability system could lead to the case where marginal costs exceed marginal benefits of reliability.  This result would impose excessive costs on electric consumers and would not be in the public interest.  Comments from the California PUC
 and the American Public Power Association
 echo the concern about a lack of economic considerations in evaluating the proposed reliability standards.  
WIRAB Recommendation

The Western Interconnection Regional Advisory Body recommends that the Commission require that future proposed standards or modifications of standards include an assessment of their costs and benefits to consumers.  Given the challenges
 in developing a rigorous assessment of costs and benefits of specific standards, the Commission should accept both qualitative and quantitative assessments. 

WIRAB recognizes and supports the urgency of putting in place measurable and enforceable standards as quickly as possible.  However, in the long-term, judgments on whether standards are in the public interest should be based on assessments of whether the benefits society derives from achieving compliance with a standard exceed the costs to society of implementing the standard.
Conclusion


The WIRAB respectfully requests that the Commission consider this advice in its review of the proposed reliability standards.  WIRAB looks forward to future collaboration with the Commission to advance the goal of a reliable bulk-power system.  
Dated:  July 25, 2006


Respectfully submitted, 
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Douglas C. Larson
Western Interconnection Regional Advisory Body
1515 Cleveland Place, Suite 200
Denver, CO 80202
Telephone: 303-573-8910
Facsimile: 303-534-7309
dlarson@westgov.org 
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NERC fill-in-the-blank standards without adequate metrics
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NERC standards without adequate metrics
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NERC standards with adequate metrics with no RMS counterpart
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RMS standards with no NERC counterpart 





Table 1


RMS standards with NERC counterpart with adequate metrics and not fill-in-the-blank 








�  Petition of the North American Electric Reliability Council and North American Electric Reliability Corporation for Approval of Reliability Standards, Docket No. RM06-16-000, April 4, 2006. (hereinafter NERC Petition).


�  Federal Energy Regulatory Commission Staff Preliminary Assessment of the North American Electric Reliability Council’s Proposed Mandatory Reliability Standards, Docket No. RM06-16-000, May 11, 2006. (hereinafter FERC Assessment) The staff review identified numerous issues including: ambiguities and multiple interpretations of the standards; technical adequacy; measures and levels of non-compliance; enforceability and standards development process for “fill in the blank” standards; applicability of standards to different entities; and definitional inconsistencies.


�  Id. at 22. 


�  Id. at 23, “[F]ill-in-the-blank standards raise two principal concerns: (i) they are not enforceable against users, owners and operators of the grid, but rather only provide broad direction to RROs; and (ii) the specific implementing standards adopted by the RROs have not undergone an approval process under section 215 and hence cannot themselves be enforced by the Commission or the ERO.” 


� Comments of the North American Electric Reliability Council and North American Electric Reliability Corporation on Staff Preliminary Assessment, Docket No. RM06-16-000, June 26, 2006, at 10. (hereinafter NERC Comments).


�  Id. at 11-19. NERC’s division of standards into three categories are presented in three tables:  Table 1 (recommended for enforcement); Table 2 (fill-in-the-blank standards); Table 3 (standards with missing measures and compliance information). 


�  Comments of the Edison Electric Institute, Docket No. RM06-16-000, June 26, 2006. 


�  Id. EEI also calls for NERC to develop a plan and timeline for making revisions, and the plan should include a “triage” process for identifying the highest priority standards to be addressed. 


�   Comments of the Western Electricity Coordinating Council, RM06-16-000, June 26, 2006, at 4. (hereinafter WECC Comments) 


�  Id. at 8. 


�  See, Comments of the Public Utilities Commission of the State of California, Docket No. RM06-16-000, June 26, 2006, at 10. (hereinafter CAPUC Comments) (“. . . FERC should consider approving such already existing regional standards on an interim basis with the region where they currently apply (as is the case for many standards currently being enforced through the WECC’s Reliability Management System). . .”


�  Comments of the American Public Power Association, Docket No. RM06-16-000, June 26, 2006, at 33 (hereinafter APPA Comments) “WECC found that as the test period for each standard proceeded, the number of violations decreased rapidly.  By the time the initial test period for each new standard was completed, almost all participants had ma[d]e the necessary adjustments to their operations and procedures to ensure compliance with applicable NERC and WECC reliability standards going forward.”


�  WECC Comments, at 5, “The WECC strongly recommends that all elements of a proposed Reliability Standard (including their associated Measures) undergo one-year of thorough field-testing before monetary penalties are enforced.”


�  NERC Comments, at 14. 


� For example, in the Western Interconnection NERC’s Operating Personnel Credentials standard (PER-003-0) has been implemented under the corresponding RMS standard in a stringent manner.  PER-003-0 requires that operations staff for transmission operators, balancing authorities, and reliability coordinators be certified by NERC.  In the Western Interconnection, RMS added additional clarity to ensure the intent of the standard is fulfilled.  All uncertified operators must be directly supervised by a certified operator on a one-to-one basis, and the uncertified operator cannot take actions affecting the grid without the approval of the certified operator. 


 


�  FERC Assessment at 23.


�  Id. 


�  NERC Comments, at 99. 


� Id. at 106-107. There are two groups of fill-in-the-blank standards.  NERC believes that standards that require compliance by the RRO are enforceable.  However, standards that apply to bulk power system owners, operators, and users would not be enforceable until approved through the ERO process.   


�  Id. at 107. 


�  Id.


�  Section 215(d)(2), FPA.


�  Section 215(d)(3), FPA.


�  NERC Petition, at 69-70.


�  FERC Assessment, at 4.


�  CA PUC Comments, “It simply does not make good sense economically to spend more resources to prevent certain events than the events themselves would cost.” at 4.  


�  APPA Comments, “But system improvement programs must be implemented where the industry will get the most ‘bang for the buck.’  In extreme situations, the costs of improving reliability, including managing reliability compliance, may in fact divert resources (both staff/managerial and financial) away from other core activities that provide greater benefit to electric consumers.” at 11. 


� WIRAB acknowledges the difficulty to assessing the costs and benefits of individual inter-related standards (joint products).  However, ongoing work at NERC regarding risk factors and at WECC regarding probability analysis are the beginning steps to develop methods to evaluate the benefits of standards.  Such work should continue.
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