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Objective

This document presents a Standards Committee process for identifying, prioritizing, and
monitoring NERC standards development projects, taking into account the various drivers for
project initiation and the industry’s resource constraints. The process provides the flexibility to
accommodate new projects and to adjust project priority and completion schedule in response to
changing conditions.

Changes in this Revision

When first used in developing the 2011-2013 Reliability Standard Development Plan (RSDP),
the Standards Committee solicited feedback on the use of this tool. Stakeholders submitted
several comments and suggestions that the Standards Committee deferred until the development
of this revision. In response to those comments and suggestions, as well as other feedback
received during the development of this revision, the Standards Committee made the following
changes:

e Elimination of the perceived duplication between the process of assigning a score
based on the number and type of regulatory directives assigned (previously
column G) and the process of assigning scores for “Reliability Gap” (previously
column H) and “Reliability Improvement” (previously column I). Some concern
has been expressed that ranking the priority of directives assigned to a project
based on their reliability impact and then additionally rating a project on its
reliability impact was “double counting.”

e Addition of a score to account for projects that address ERO Strategic Priorities

e Consolidation of all deadlines (regulatory directive based (previously column F),
5-year review based (column K), or otherwise) into one single new “Time
Sensitivity” score. While previously, the Standards Committee felt that time
limits derived from directives should be given special consideration, further
discussion has led to the questioning of that assertion. Instead, all time limits will
be considered, and the Standards Committee may elect to use its judgment to
make additional modifications to project prioritization results based on specific
knowledge or situations.

e Elimination of the “Project Percent Complete” (previously column N) evaluation

e Addition of two preliminary *“cost” considerations

e Modification of the scoring mechanism, such that the “total” score is now the sum
of the four subject area scores. In two cases, subject matter scores are no longer
simple summations, but instead are determined based on slightly more complex
equations.

e The ability to rank projects based on different factors (Reliability, Cost
Considerations, Time Sensitivity, Practicality, or all factors combined)
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Background

Since the startup of the ERO, the number of standards development projects has been significant.
Coupled with the increasing number of requests for interpretations and directives issued by
regulatory authorities, the industry has experienced a rapid and sustained increase in standards
development related workload. The standards development process allows for any individual to
propose a new project or request an interpretation. While the Standards Committee can exercise
its discretion to delay the start of any project to cope with increased workload and to better
manage standard projects to achieve timely completion, additional flexibility beyond just
withholding the start of a project is needed.

At its April 2010 meeting, the NERC Standards Committee endorsed a proposal to develop a
structured process to assist in managing standards development projects from the project
planning stage through submission of a completed standard to the NERC Board of Trustees. The
process outlined in this document takes into account industry resource constraints and changing
conditions as new projects emerge and as issues are encountered during the course of standard
development. It is expected that this process will occur on an annual basis. Projects that are
requested mid-cycle will be scored and evaluated as described in Section 7.

1. Identifying the List of Standards Projects

In general, standard projects may be initiated for a variety of reasons, including:

a. Tomeet adeadline. These deadlines may include the five-year standard revision
cycle requirement, regulatory-imposed deadlines, or other time-based commitments.

b. To address a Reliability Need. Industry participants, regulators, NERC staff or the
Board of Trustees identify the need for a new standard or revision to an existing
standard to meet a reliability need or fill a reliability gap.

c. To address practical implementation issues. Industry participants, NERC and
Regional Entity staff identify quality and clarity gaps in NERC’s existing reliability
standards that need to be remedied to ensure consistent industry compliance. These
may be indentified through compliance, through the need for interpretations, or
through other means (for example, Regional Entities and stakeholders may propose
continent-wide NERC standards that will avoid the need to develop regional
standards which will be phased out when the NERC standards are put in place).

The list of standards projects will include all current projects, all projects in informal
development, and all new projects that have yet to be initiated.

Although any stakeholder can submit a Standards Authorization Request at any time,
NERC will generally solicit project candidates for a fixed period of time prior to
beginning its annual prioritization. Requests received outside that window of time will
be considered for prioritization either at the next annual prioritization or on a case by case
basis.

2. Identifying NERC Project Capacity
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NERC is only able to manage a finite number of projects at a given point in time, due to
the limitations of both staff and industry resources. In general, NERC can accommodate
10-12 projects on an ongoing basis. Because some projects are more complex than
others, NERC’s Standards Committee will work with NERC staff to determine the total
capacity for NERC Standards Development. NERC staff will remain responsible for the
actual assignment of staff resources to projects.

3. Identifying the Project Portfolio Mix
Because there are many legitimate reasons for initiating projects, a simple ranking based
on priorities is not sufficient. Although focusing on those projects with the greatest
reliability need is important, it does not recognize the practical considerations or the time
sensitivity of each project. For example, a project with a low reliability impact may
nonetheless be associated with a regulatory imposed deadline; or a project may not
directly improve reliability, but make a standard much easier to comprehend and
implement successfully.

To address this, the Standards Committee allocates Project Capacity to three programs
within the Standards Development portfolio: Time Sensitive projects, Practicality
projects, and Reliability projects. This allocation is determined by the Standards
Committee each year as the Reliability Standards Development Plan is being drafted.
For example, assuming that the SC will pursue a total of 12 projects in 2012, this could
result in capacity being allocated for three Time-sensitive projects, three Practicality
projects, and six Reliability projects.

4. Evaluating Each Project
Each project identified will be evaluated in several areas. Members of the Standards
Committee will provide the majority of the evaluation data, while NERC staff will only
provide information regarding Time-Sensitivity and alignment with ERO Strategic
Priorities (columns E and J in Attachment A).

Each representative on the Standards Committee will provide their recommendations for
the values assigned to specific areas of each project. NERC will then aggregate and
analyze this information and present it to the Standards Committee for review. In
general, the arithmetic mean of all Standards Committee input will be used to set the
“score” to be used in the prioritization. So if three members selected 50, 75, and 100 out
of a possible total 100, the arithmetic mean would be 75.

However, in those cases where significant disagreement is noted between Standards
Committee members, further discussion will occur among the Standards Committee to
determine if additional changes should be considered. “Significant” disagreement shall be
defined as more than 50% of the Standards Committee members participating having
scores that are different from the mean by more than 30% of the maximum value for that
particular score. So for example, if three members selected 0, 50, and 100, the mean
would be 50. However, 66% (two) of the members would have chosen values that were
different from the mean by more than 30% (50 points), so further discussion would be
required to reconcile the difference.
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5. Determining Cost Considerations
As a first step, all projects will be evaluated for cost considerations. This is
accomplished by comparing the “reliability” value to the “cost” value. The calculation of
this value is explained in Attachment A’s explanation of Column P.

Cost is measured in two areas — the cost to the industry to comply with the standard, and
the cost to the industry to demonstrate compliance with the standard. The first area
should be focused on the incremental upgrades and investments needed to meet the
standard (e.g., equipment purchases, software upgrades, training), while the second area
should consider the cost of retaining data and documents, auditing and audit preparation,
and reporting.

Projects with a score of less than 50 will generally having a lower benefit relative to cost.
When contemplating projects for the Reliability Program area, those with a lower benefit
should be carefully considered prior to being initiated. However, a lower benefit should
generally not by itself preclude a project from consideration.

6. Determining Projects for Each Program
For each of the three portfolio program areas (Time Sensitive, Reliability, or
Practicality), the Standards Committee will prioritize the list of projects and assign the
top priority projects to the programs until program capacity is eliminated.

Following this, the Standards Committee will review any projects that are in progress but
are not currently assigned to one of the three portfolio programs. In general, the
Standards Committee will displace lower priority projects within the program with
projects currently in progress — effectively “filling” the programs with active work before
adding new work. However, the Standards Committee may, if it so chooses, halt an
existing project in order to move a project that it deems more critical forward.

Next, the Standards Committee will review project interdependencies. If a high-priority
project is expected to move forward, and relies on a lower-priority project for
completion, then that lower-priority project should displace a higher-priority project to
ensure the dependency is honored.

Finally, the Standards Committee will eliminate any duplicate projects that appear in
more than one program. The Standards Committee shall make the determination
regarding in which program a project should reside. As these duplicate projects are
eliminated, other projects may return or be added to the program.

Additionally, the Prioritization will develop a list of potential projects for further research
and planning. This list of potential projects will be brought to the Standing Committees
for their assistance such that they may be considered in the following year for initiation.

7. Adding New Projects Intra-year and Adjusting Project Priority
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When a new project emerges and is evaluated outside the annual prioritization, the
resulting point scores may indicate that the new project should have priorities higher than
other projects currently under active development. It is generally assumed that ongoing
projects should have highest priority and should continue development work regardless
of other projects’ emergence. However, both emerging reliability issues and regulatory
directives may lead the Standards Committee to direct that one or more projects that are
currently assigned to a program be put on hold until resources become available and
development work can be restarted.

The Standards Committee will decide if any of the ongoing projects should be stopped or
deferred and advise the respective Standard Drafting Teams (SDTs) accordingly, or
develop other remedial actions to launch the new projects and continue with all ongoing
projects. If it determines that none of the ongoing projects should be stopped and the new
projects should be launched, but no resource relief can be provided, the Standards
Committee will bring the situation, along with options and recommendations, to the
Board of Trustees for its attention and direction.

8. Developing Projects Schedules

The time required to complete a standard development project varies from one project to
another depending on the scope of work and the complexity of the issues to be addressed.
While the SAR proponents generally have a good grasp of the time required to complete
a standard project from the formation of the SDT to balloting, the SDT itself may have
more intimate knowledge of the technical issues involved and hence a better feel of the
time needed to complete its assigned project. Further, since SDT members are industry
volunteers that are committed to their projects, it is desirable and appropriate that the
SDTs provide inputs into their project schedules and milestone events.

In general, NERC staff together with the Standards Committee will develop an initial
project schedule based on past experience, complexity of the standards and other
considerations such as available expertise, compliance deadlines, etc. Then, the SDT will
be given the opportunity to review and adjust the project schedule at its initial meetings,
and present a revised schedule, if necessary, to the Standards Committee for
consideration. Once approved by the Standards Committee, the SDT will take ownership
of the project and its schedule, and monitor and report project progress to the Standards
Committee on an as-needed basis.

9. Monitoring Projects

The SDTs are responsible for monitoring all milestone events and completion schedules
for their assigned projects. If at any time the milestone dates for a project are expected to
be missed, the responsible SDT should report to the Standards Committee, and present
options to put the project back on schedule or request accepting delays with supporting
rationale. Where necessary, the SDT may seek the Standards Committee’s endorsement
or advice for other remedial actions including additional resource support, resolution of
contentious issues, accepting an extension of the project schedule, or other actions
deemed appropriate.
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Such reporting should be made at least two months prior to a milestone date in danger of
being missed, and at least four months prior to the scheduled completion date (end of re-
circulation balloting) that is in danger of being missed. The Standards Committee will

act upon receiving a report from the SDT of potential slippage. In its deliberation, it will

assess impacts of implementing any remedial actions on the status of other ongoing or
pending projects.

From time to time, the Standards Committee may request the Chair or a representative of

an SDT to report on the progress of a project even though there is no indication of a
potential slippage.

10. Project Identification, Prioritization and Management Flow Diagram
A flow diagram showing the process described in 1 to 9 is shown below.
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Attachment A — Project Prioritization Tool Details
Below is a detailed description of the values and calculations used in the Project Prioritization

Tool.

Rows
Row 1

Row 2

Columns
Column A
Column B

ColumnC
Column D
Column E

Column F

June 2011

Contains general information and macro buttons.

The ”Sort” macro buttons simply sorts rows 3 through 250 in descending order of
the associated column and re-establishes the rankings listed in columns B, T, U, V,
W, and X as appropriate.

The Click Here to Insert a Row macro button shifts all existing data down one row
to insert a blank row in row 3. Data will then need to be entered into the new row.

Contains the column headers.

Blank.

Priority Number: The relative ranking or each project as a result of the most
recent “Total” Sort performed.

Project Number and Name
Short Description (of the Project)

Addresses an ERO Strategic Priority. If the project is expected to aid in meeting
one of the ERO’s identified strategic priorities, then 50 points are added to the
project reliability score. This value is assigned by NERC staff, and is used to
calculate the Reliability Score.

Addresses a reliability risk not covered by an existing standard. This value is
subjective in nature, and will be determined based on the consensus of the
Standards Committee. In general, this value is intended to capture “gaps” in the
reliability standards, and should consider factors such as how the project relates to
instability, separation, or a cascading sequence of failures; how it relates to an
adequate level of reliability; and how wide the impact of the project is. A “Fill-
in-the-blank’ standard would be one possible example of a “gap.” This value is
used to calculate the Reliability Score. It is also used with Columns G, H, and |
in the calculation used to determine the Cost Consideration Score.

100 = Severe risk

75 = High risk
50 = Moderate risk
25 = Low risk
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Column G

Column H

Column |
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0=N/A

Improves one or more existing standards. This value is subjective in nature, and
will be determined based on the consensus of the Standards Committee. In
general, this value is intended to capture ways of improving the effectiveness of
existing standards to provide improved reliability, such as raising the minimum
level of compliance or adding additional requirements. This value is used to
calculate the Reliability Score. It is also used with Columns F, H, and I in the
calculation used to determine the Cost Consideration Score. The project is
expected to improve reliability:

100 = Significantly

75 = Moderately

50 = Incrementally

25 = Minimally

0=N/A

Cost of Implementation. This value is subjective in nature, and will be
determined based on the consensus of the Standards Committee. This value is
used with Columns F, G, and I in the calculation of the Cost Consideration
Score, and should consider such items as equipment purchases or upgrades,
training, and similar costs. In other words, what would it cost the industry to

become compliant with the standard? When considered in aggregate, the cost of
complying with the standard is expected to be:

100 = Very high

75 = High

50 = Average

25 = Low

0 = Very Low

Cost of Administration. This value is subjective in nature, and will be determined
based on the consensus of the Standards Committee. This value is used with
Columns F, G, and H in the calculation of the Cost Consideration Score, and
should consider things such as the cost to retain data, the cost to document, and
the cost of compliance staff evaluating data. In other words, what would it cost
the industry (including applicable entities, regions, and NERC) to prove that the

standard is being complied with? When considered in aggregate, the cost to
demonstrate and verify compliance is expected to be:

100 = Very high

75 = High
50 = Average
25 = Low
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ColumnJ

Column K

Column L

Column M
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0 = Very Low

Time Sensitivity. Number of months until due date, if any, from the time the
prioritization is effective. For example, in 2012, this should be the number of
months from January 2012 to the due date. This value is assigned by NERC staff,
and is used to calculate the Time Sensitivity Score. 0 indicates no deadline exists
within the subsequent 60 months.

Addresses compliance issues from NERC Staff or Stakeholders. This value is
subjective in nature, and will be determined based on the consensus of the
Standards Committee. For example, if Compliance had idenfied a frequently
violated standard, or standards for which one or more CAN’s had been developed,
or standard which has been identified by stakeholders as being difficult to
comprehend. This value is used to calculate the Practicality Score.

50 =Significant issues
25 = Moderate issues
10 = Minimal issues
0=N/A

Addresses a failed interpretation or SDT inability to develop an interpretation.
This value is subjective in nature, and will be determined based on the consensus
of the Standards Committee. This value is used to calculate the Practicality
Score. The interpretation is needed to address a lack of clarity that is:

50 = Significant

25 = Moderate

10 = Minimal
0=N/A

Other Practicality Concern. This value is subjective in nature, and will be
determined based on the consensus of the Standards Committee. An example of a
project that would have points assigned here is the Vegetation Management
project because of it being used at the prototype results based standard.
Additional considerations would be the breadth of impact to registered entities,
projects with active field trials, the length of time project has been in the queue,
and projects that clarify a standard or delete redundant requirements. Addressing
“Fill-in-the-blank’” standard would be another area where practicality might drive
a need to develop a standard by eliminating the potential for duplicate work
among the regions. Between 0 and 50. This value is used to calculate the
Practicality Score, and must be accompanied by an explanation of the relative
value provided in Column N.

11



DRAFT for Comment: Standards Committee Process for Standards Project Identification,
Prioritization, and Monitoring

Column N
Column O

Column P

Column Q

ColumnR

Column S

Columns T-X
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Explanation: the explanation of the value set in column M.
Reliability Score. The sum of columns E, F, and G. Between 0 and 250.

Cost Consideration Score. Calculated based on the sum of columns F and G less
the sum of the columns H and I, then scaled to produce a value between 0 and
100. Projects with no reliability benefit are automatically scored as 0.

Time Sensitivity Score. Calculated by dividing the number of months in column J
by sixty, subtracting that value from one, and then multiplying by 100 and
rounding. If the number of months is zero or greater than 60, then the score is set
at 0. This results in projects with a closer deadline having a higher priority.

Practicality Score. The sum of columns K, L, and M. Between 0 and 150.

Total Score. The sum of the Reliability Score, Cost Consideration Score, Time
Sensitivity Score, and Practicality Score. Based on total scores, results in a
weighted score with approximately the following distribution of weights:

Reliability 41.6%

Cost Consideration 16.7%

Time Sensitivity 16.7%

Practicality 25%

Rankings. The numbers show the rankings for each area, and color codes the
cells based on the following:
e The top n projects, where n is the number at the top of the column for
columns U, W, and X
e All projects with a Cost Consideration Score greater than or equal to n,
where n is the number at the top of column V.
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Attachment B: Prioritization Tool
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