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I. INTRODUCTION

The North American Electric Reliability Corporation (“NERC”) hereby submits its
Reliability Standards Development Plan for the years 2009—2011 in accordance with Section
310 of the NERC Rules of Procedure, the Reliability Standards Development Plan: 2009-2011
(2009 Development Plan”), included as Exhibit A.

Il. NOTICES AND COMMUNICATIONS

Notices and communications with respect to this filing may be addressed to the

following:
Rick Sergel Rebecca J. Michael
President and Chief Executive Officer Assistant General Counsel
David N. Cook North American Electric Reliability
Vice President and General Counsel Corporation
North American Electric Reliability Corporation 1120 G Street, N.W., Suite 990
116-390 Village Boulevard Washington, D.C. 20005-3801
Princeton, NJ 08540-5731 (202) 393-3998
(609) 452-8060 (202) 393-3955 — facsimile
(609) 452-9550 — facsimile rebecca.michael@nerc.net

david.cook@nerc.net
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I11. BACKGROUND

In 2006, NERC developed an initial version of the Development Plan for standards
development, Reliability Standards Development Plan: 2007-2009 (2007 Development Plan”).
In 2007, NERC revised the 2007 Development Plan to create the 2008-2010 version of the plan,
and continues with the 2009-2011 version of the plan contained herein. The Development Plan
serves as a management tool to guide and coordinate the development of Reliability Standards
and provide benchmarks for assessing progress. The Development Plan also serves as a
communications tool for coordinating Reliability Standards development work with applicable
governmental agencies in the United States and Canada, and for engaging stakeholders in
Reliability Standards development. The plan further provides a base for developing annual
Development Plans and budgets for the standards program. Consistent with the two previous
versions of the plan, the referenced 2009-2011 work plan is filed on an informational basis
without request for specific action.

The 2009 Development Plan builds upon the foundation established by the previous
Development Plans and identifies the current plans for development and modification of NERC
Reliability Standards. In particular, this version of the Development Plan identifies projects to
address the Federal Energy Regulatory Commission’s (“FERC”) directives in Order No. 706"
related to Cyber Security, FERC’s Order from June 19 related to Violation Severity Levels,? and
continues the work on NERC Reliability Standards embodied in Order No. 693° and subsequent
FERC Orders.

The 2009 Development Plan, included as Exhibit A, is organized into three volumes:

! Mandatory Reliability Standards for Critical Infrastructure Protection, 122 FERC { 61,040 (2008).

% North American Electric Reliability Corporation, “Order on Violation Severity Levels Proposed by the Electric
Reliability Organization,” 123 FERC 1 61,284 (2008).

® Mandatory Reliability Standards for the Bulk-Power System, 118 FERC { 61,218, FERC Stats. & Regs. { 31,242
(2007) (“Order No. 693), order on reh’g, Mandatory Reliability Standards for the Bulk-Power System, 120 FERC {
61,053 (“Order No. 693-A") (2007).
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e Volume I provides a summary overview of the 2009 Development Plan and
identifies significant modifications to the filed 2008 Development Plan.

e Volume Il details the specific Reliability Standards development projects.

e Volume Il summarizes the expected regional entity Reliability Standards
development activity anticipated during the three year period contemplated by the
plan.

The discussions that follow in this informational filing are intended to be informative of
significant changes to content of the revised Development Plan as presented, to provide insight
into changes in project timelines and completion dates that are reflected in the 2009
Development Plan, and to present a summary of stakeholder comments that were evaluated in
the development of the revised 2009 Development Plan.

A. Significant 2009 Development Plan Revisions

i. General Revisions

This section provides a summary of significant revisions to the Reliability Standards
Development Plan: 2009-2011 relative to the 2008 Development Plan. The 2009 Development
Plan includes 39 projects, an increase from the 36 identified in the 2008 plan. The net increase is
attributed to the following:

Removed

e One project identified in the 2008 plan, Operate Within Interconnection
Reliability Operating Limits, was completed and therefore removed from the
2009 Development Plan.

Added

e Two new unanticipated projects were initiated in 2008 and thus were added to the
2009 Development Plan:

0 Project 2008-05 — Credible Multiple Element Contingencies; and
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0 Project 2008-08 — EOP Violation Severity Levels Revisions.
e Two new projects anticipated to commence in 2009 and 2011, respectively, were
added to this Development Plan:

0 Project 2009-02 — Real-time Tools
0 Project 2011-01 — Equipment Monitoring and Diagnostic Devices.

Realignment

In addition, two projects identified in the 2008 plan that were expected to commence in
2009 were initiated in 2008, earlier than anticipated and were given new project numbers:

e Project 2008-12 — Coordinate Interchange Standards replaces Project 2009-03 —
Interchange Information identified in the 2008 Development Plan

e Project 2008-06 — Cyber Security Order No. 706 replaces Project 2009-07 —
Cyber Security identified in the 2008 Development Plan.

Also, in response to industry comments concerning the ability to adequately review the
many development projects underway or contemplated by the Development Plan and to allow for
additional unanticipated projects that inevitably will be identified, the projects for years 2009 and
beyond were realigned to help ensure that adequate NERC and industry stakeholder resources
are available to support them. Accordingly, the 2009 Development Plan realigns one project
from 2008 to 2009 and four projects from 2009 to 2010 relative to the 2008 Development Plan:

e Project 2008-03 — Emergency Operations was moved to 2009 as Project 2009-03
— Emergency Operations

e Project 2009-02 — Connecting New Facilities to the Grid was moved to 2010 as
Project 2010-02 — Connecting New Facilities to the Grid

e Project 2009-04 — Modeling Data was moved to 2010 as Project 2010-03 —
Modeling Data

e Project 2009-05 — Demand Data was moved to 2010 as Project 2010-04 —
Demand Data

e Project 2009-06 — Protection Systems was moved to 2010 as Project 2010-05 —
Protection Systems.

When developing this realignment of projects, NERC staff took into consideration that

the number of projects proposed for any particular year is directly affected by the number of

formal requests for interpretations submitted by industry. The number of requests for
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interpretations of NERC Reliability Standards is projected to increase until clean-up of the
Version 0 and some Version 1 standards is complete. As such, in addition to the Reliability
Standards projects outlined in the plan, the Development Plan contemplates the commitment
needed from NERC staff and industry resources to support the development of the response and
balloting for requests for interpretations.

In addition to the project modifications discussed above, scope adjustments were made to
specific projects to address the following:

e To comply with FERC’s December 20, 2007 Order in Docket Nos. RC07-004-
000, RC07-6-000, and RCO7-7-000 regarding Load Serving Entities
e To clearly acknowledge the need for coordination with the North American
Energy Standards Board (“NAESB”).

These are discussed in subsequent sections.

ii. FERC’s December 20, 2007 Order Regarding Load Serving Entities

On March 4, 2008, NERC submitted a compliance filing in response to a December 20,
2007 Order,* in which FERC reversed a NERC decision to register three retail power marketers
as load serving entities (“LSEs”). In the Order, FERC directed NERC to submit a plan
describing how it would address a possible “reliability gap” that NERC asserted would result if
the LSEs were not registered.” NERC’s compliance filing included a proposed long-term plan
that requires NERC to determine the changes necessary to terms and requirements in Reliability
Standards to address the issues surrounding accountability for loads served by retail
marketers/suppliers and to process them through NERC’s Reliability Standards Development
Procedure.

By virtue of the 2009 Development Plan, NERC begins the implementation of its stated

long-term plan to address the issues surrounding accountability for loads served by retail

marketers/suppliers by incorporating specific direction for standard drafting teams for projects

* Direct Energy Services, LLC, et al., “Order on Electric Reliability Organization Registry Determinations,” 121
FERC 161,274 (2007).
®Id. at PP 49 and 50.
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affected by the LSE issue. The following language was added to the projects in the
Development Plan that include a requirement that is applicable to load serving entities:

In FERC’s December 20, 2007 Order, the Commission reversed NERC’s
Compliance Registry decisions with respect to three load serving entities in the
ReliabilityFirst (“RFC”) footprint. The distinguishing feature of these three
LSEs is that none own physical assets. Both NERC and RFC assert that there
will be a “reliability gap” if retail marketers are not registered as LSEs. To
avoid a possible gap, a consistent, uniform approach to ensure that appropriate
Reliability Standards and associated requirements are applied to retail marketers
must be followed. Each drafting team responsible for Reliability Standards that
are applicable to LSEs is to review and change as necessary, requirements in the
Reliability Standards to address the issues surrounding accountability for loads
served by retail marketers/suppliers. For additional information see:

e FERC’s December 20, 2007 Order
(http://www.nerc.com/files/LSE_decision_order.pdf )

e NERC’s March 4, 2008
(http://www.nerc.com/files/FinalFiledLSE3408.pdf),

e FERC’s April 4, 2008 Order
(http://www.nerc.com/files/AcceptLSECompFiling-040408.pdf )

e NERC’s July 31, 2008 (http://www.nerc.com/files/FinalFiled-CompFiling-
LSE-07312008.pdf ) compliance filing to FERC on this subject.

iii. Coordination with the North American Energy Standards Board (“NAESB”)

The NAESB Wholesale Electric Quadrant (“WEQ”) Standards Review Subcommittee
(“SRS”) conducted an analysis of the NERC Reliability Standards Development Plan: 2008-
2010 to identify those projects contained in the plan that may require complementary NAESB
business practices. NAESB identified the following projects in its analysis:

e Project 2006-07 — Transfer Capabilities — (Available Transfer Capability
(“ATC”), Total Transfer Capability (“TTC”), Capacity Benefit Margin (“CBM”),
Transmission Reliability Margin (“TRM”))

Project 2006-08 — Transmission Loading Relief

Project 2007-05 — Balancing Authority Controls

Project 2007-18 — Reliability Based Control

Project 2008-01 — Voltage and Reactive Control

Project 2008-03 — Emergency Operations (moved to Project 2009-03 —

Emergency Operations in the 2009 Development Plan)

e Project 2009-02 — Connecting New Facilities to the Grid (moved to Project
2010-02 2010-02 — Connecting New Facilities to the Grid in the 2009
Development Plan)

e Project 2009-03 — Interchange Information (moved to Project 2008-12 —
Coordinate Interchange Standards in the 2009 Development Plan).
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A new section titled “Coordination with NAESB” was added to the project description
for each of these projects to ensure that coordination with NAESB is considered by the standard
drafting team assigned to the projects.

v, Project Timeline Changes

This section identifies the changes to timelines for projects in the 2009 Development Plan
relative to those in the 2008 Development Plan and the factors contributing to the changes.

NERC uses the Reliability Standards Development Plan as a mechanism to report
progress relative to the target project completion dates provided in the plan. To develop
consensus during the development of Reliability Standards, the standard drafting teams, working
with industry stakeholders, must thoroughly vet the many issues outlined in the scope of the
projects contained in VVolume Il of the Development Plan. Accordingly, the plan incorporates a
reasonable estimate for completion of each project, but the plan also recognizes that flexibility is
required in developing a timeline to account for the time needed to complete the stakeholder
consideration of the issues. Informed by the detailed engagement of standard drafting teams
assigned to complete the projects, project timelines in the 2009 Development Plan have been
updated to reflect reasonable deliverable dates based on the best estimate of the teams.

Several factors have generally contributed to the differences in project timelines for
specific projects in the 2009 Development Plan relative to the 2008 Development Plan. These
factors include: the number of comment periods needed for each project was more than expected,
much broader participation by industry stakeholders in the comment periods that resulted in
additional industry comment periods and lengthier reply comment development; stricter internal
review by NERC staff of documents proposed by drafting teams for posting for industry
comment resulting in additional development time for the drafting teams; unanticipated higher

priority projects supplanted projects expected to begin in years 2007 and 2008; acknowledgment
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that it took NERC longer to reach a full complement of standards development coordinators
causing some projects to be initiated later than anticipated; and the unanticipated additional time
needed by the standard drafting teams to consider and incorporate the directives contained in
FERC’s Orders.

The following paragraphs summarize the specific timeline changes for the projects in the
2009 Development Plan as compared to the timelines identified in the 2008 Development Plan,
and, if a significant change is identified, the factors contributing to the change.

Pre-2006 Operate Within Interconnection Reliability Operating Limits. This project
was completed in 2008 and has been removed from the 2009 Development Plan.

2006-01 System Personnel Training. The draft Reliability Standard was posted for a
total of four comment periods instead of the two comment periods envisioned in the original
project timeline. The additional two comment periods have resulted in an approximate six-
month project extension from that contemplated by the 2008 Development Plan. The proposed
Reliability Standard was approved by the registered ballot body in December, 2008 and will be
presented for NERC Board adoption in February, 2009.

2006-02 Assess Transmission Future Needs. The first draft of the revised TPL-001-1
— Transmission System Planning Performance Requirements standard was posted for industry
comment in the fourth quarter of 2007, and the second draft was posted for industry comment in
the third quarter of 2008. The effort to complete the first and second drafts of the proposed
Reliability Standard took longer than expected due to the significant volume of industry
comments received during the postings and the added time for internal NERC staff review of the
draft standard. The anticipated completion date of the project is now slated for the fourth quarter
of 20009.

2006-03 System Restoration and Blackstart. The first posting of the draft Reliability

Standards took place in the third quarter of 2007. Three additional postings of the draft
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Reliability Standards were conducted in 2008. Thus, the draft Reliability Standards were posted
for a total of four comment periods instead of the two comment periods envisioned in the
original project timeline. The additional two comment periods have resulted in an approximate
six-month project extension. The anticipated completion date of the project is now the first
quarter of 2009.

2006-04 Backup Facilities. The first and second drafts of the Reliability Standard were
posted for industry comment in 2008, and the standard drafting team anticipates a third comment
period before the standard is balloted. The additional comment period and added time to address
issues identified during the initial comment periods have resulted in an approximate six month
project extension. The anticipated completion date of the project is the second quarter of 2009.

2006-06 Reliability Coordination. The first draft of these Reliability Standards was
posted for industry comment in the third quarter of 2008. This project began two months later
than originally anticipated, because NERC did not have the staff to begin sooner , and the
drafting of the revised Reliability Standards required more work and coordination with other
projects than originally anticipated. This activity results in an approximate seven-month
extension to the project. The anticipated completion date of the project is now the second
quarter of 2009.

2006-07 Transfer Capabilities: ATC, TTC, CBM and TRM.

NERC recently completed the filing of these proposed Reliability Standards , except for
the submission of Violation Risk Factors (“VVRFs”). These will be provided in the first quarter of
2009.

2006-08 Transmission Loading Relief. The first phase of this project that split the
reliability aspects from the commercial aspects of the then-existing standard took four months
longer to complete than anticipated, delaying the start of subsequent phases. Additionally, the

field test associated with Phase 2 modifications was extended, and an additional comment period
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was needed to develop the Phase 3 changes that are being addressed concurrent with Phase 2.
The resultant adjustment in project schedule added nine months for Phase 2 and six months for
Phase 3. The anticipated completion date for Phase 2 of the project is now the third quarter of
2009 and the anticipated completion date for Phase 3 is the second quarter of 2009.

2006-09 Facility Ratings. The project concluded in late 2008 with a failed ballot.
Pursuant to the Reliability Standards Development Procedure currently in effect, a new SAR is
required to re-initiate the project. A new SAR and proposed standard was submitted in January,
2009. accepted by the Standards Committee, and posted for industry review.

2007-01 Underfrequency Load Shedding. The standard drafting team posted the
revised Reliability Standard for the first industry comment period in the third quarter of 2008.
The development of the foundational underfrequency performance characteristics required many
more meetings than originally anticipated in order to thoroughly vet and discuss these and other
issues. This effort resulted is an approximate six-month extension to the project. The
anticipated completion date of the project is the third quarter of 2009.

2007-02 Operating Personnel Communications Protocols. This project began two
months later than anticipated, and the standard drafting team required many more meetings than
originally anticipated in order to thoroughly vet and discuss a number of issues including the
number of existing standards to be considered in the scope and the incorporation of alert level
guidelines. Additional time also was incurred for internal NERC review of the draft Reliability
Standard. The result is an approximate five-month extension to the project. The anticipated
completion date of the project is the first quarter of 2009.

2007-03 Real-time Transmission Operations and Balancing of Load and Generation.
This project began three months later than anticipated, and the drafting team has added an
additional comment period to the original schedule resulting in a six-month extension to the

project. The standard drafting team posted the revised Reliability Standards for the first industry
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comment period in the fourth quarter of 2008. The anticipated completion date of the project is
the third quarter of 2009.

2007-04 Certifying System Operators. The initiation of this project was delayed by
eight months due to the assignment of NERC staff resources to other high priority projects. This
resulted in modifications to the project timeline such that the anticipated completion date of the
project is the third quarter of 20009.

2007-05 Balancing Authority Controls. This project began seven months later than
originally anticipated, and the project timeline needed to be adjusted to accommodate the
coordination necessary with the NAESB effort pertaining to the commercial elements relating to
the BAL Reliability Standards included in the scope of the project. The standard drafting team
also created and issued an industry survey on Time Error Correction in order to collect data from
the industry that was not contemplated in the original timeline for the project. The anticipated
completion date of the project is the fourth quarter of 2010.

2007-06 System Protection. This project is on target to finish in the third quarter of 2010
as originally scheduled.

2007-07 Vegetation Management. The standard drafting team posted the revised
Reliability Standard for the first industry comment period in the fourth quarter of 2008, much
later than originally anticipated due to the debate over the sanctions implications of non-
compliance, the concerns raised regarding the purpose, technical requirements and enforceability
of the requirements, and the several iterations of NERC staff internal review of the draft
standard. As a result of the significant volume of comments received during the November,
2008 posting and the obligation to respond to each comment, the team now expects a subsequent
industry comment period that will extend the project to the fourth quarter of 2009. This target is
beyond the anticipated completion date stated in the development plan as the impact of the

comment period was not known at the time the plan was approved by the NERC Board.
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2007-09 Generator Verification. The drafting effort for the project lasted much longer
than originally planned in order in order to thoroughly vet and discuss a number of issues
associated with the project. Transition between NERC staff coordinators for this project also
affected the project timeline. As a result, there was an approximate ten-month extension of the
project. The anticipated completion date of the project is the third quarter of 20009.

2007-11 Disturbance Monitoring. The standard drafting team required more meetings
then originally anticipated in order to thoroughly vet and discuss the issues associated with the
standard. The result is an approximate three-month extension to the project. The anticipated
completion date of the project is the second quarter of 2009.

2007-12 Frequency Response. This project began four months later than anticipated.
The anticipated completion date of the project is the second quarter 2010.

2007-14 Permanent Changes to Timing Table in Coordinate Interchange Standards.
This project was completed on schedule and approved by the NERC Board in October, 2008.

2007-17 Protection System Maintenance and Testing. The standard drafting team
required more meetings then originally anticipated in order to thoroughly vet and discuss the
issues associated with the standard before the first posting of the draft standard for industry
comment. The result was an approximate four-month extension to the project. The anticipated
completion date of the project is the third quarter of 2009.

2007-18 Reliability-based Control. This project began three months later than
anticipated. The standard drafting team posted the revised standards for the first industry
comment period in the fourth quarter of 2008. The result was an approximate four-month
extension to the project. The anticipated completion date of the project is now the third quarter
of 2010.

2007-23 Replace Levels of Non-Compliance with Violation Severity Levels. This

project was completed on schedule in the first quarter of 2008 and was subsequently re-opened
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in the third quarter of 2008 in response to FERC’s June 19, 2008 Order on Violation Severity
Levels. The anticipated completion date of the re-opened project is now September, 2009, to be
responsive to FERC’s Order to provide the Violation Severity Levels and associated reports.

2008-01 Voltage and Reactive Control. No changes have been made to the project
timeline.

2008-02 Undervoltage Load Shedding. No changes have been made to the project
timeline.

2008-03 Emergency Operations. No changes have been made to the project timeline.

2008-04 Facility Ratings. This project was initiated in 2008 to address directives in
FERC’s Order No. 705° and was added to the 2009 Development Plan. It was completed
according to schedule in 2008. Because it was initiated and completed in 2008, it does not
appear in the 2009 Development Plan.

Project 2008-05 - Credible Multiple Element Contingencies. This project was initiated
in 2008 to address issues associated with credible multiple contingencies in the operating horizon
and was added to the 2009 Development Plan. Because the project has just been initiated and is
still in the SAR phase, the standard drafting team has not yet developed a schedule for the
project.

2008-06 Cyber Security Order 706. This project was advanced to begin in 2008 to
address directives in FERC’s Order No. 706 and was added to the 2009 Development Plan. The
standard drafting team is anticipating completing Phase | of the project in the first half of 20009,
with the majority of substantive issues in Phase Il anticipated for completion in the fourth quarter
of 2010.

2008-08 Emergency Preparedness and Operations Violation Severity Levels. This

project was initiated in 2008 and was added to the 2009 Development Plan. This project is being

® Facilities Design, Connections and Maintenance Reliability Standards, “Order No. 705 — Final Rule,” 121 FERC {
61,296 (2007).
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coordinated with Project 2007-23 Violation Severity Levels. The anticipated completion date
this project is now slated for September, 2009 to be responsive to FERC’s Order.

Project 2008-12 Coordinate Interchange Standards. This project was initiated in 2008
and was added to the 2009 Development Plan to ensure that each requirement is assigned to an
owner, operator or user of the bulk power system, and not to an interchange tool. Because the
project has just been initiated, the standard drafting team has not yet developed a schedule for the
project.

The timelines for the projects planned for future years (e.g., projects commencing in 2009
and later) have been removed from the 2009 Development Plan so that a more accurate schedule
for these particular projects can be developed in coordination with the assigned standard drafting
teams before they are publicly noticed.

B. NERC Stakeholders Input

To support the preparation of the 2009 Development Plan, NERC submitted the 2009-
2011 Development Plan to its stakeholders for two public comment periods, which took place
from July 1-16, 2008, and again through September 5, 2008, following an August 28, 2008
industry Webex. In addition, NERC solicited input from the NERC Operating Committee,
Planning Committee, and Critical Infrastructure Protection Committee as well as additional
subject matter experts on NERC staff. NERC received 18 sets of comments during the open
stakeholder comment periods from Bonneville Power Administration, Dominion Resource
Services, Dominion Virginia Power, Electric Power Supply Association, Gainesville Regional
Utilities, Midwest ISO, National Rural Electric Cooperative Association, NERC Real-time Tools
Best Practices Task Force, NERC staff subject matter experts, North American Energy Standards
Board, Northeast Power Coordinating Council Regional Standards Committee, NRG Energy,

PJM Interconnection, Southern California Edison and Southern Company Transmission. The
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comments and NERC’s response to these comments are provided in Appendix A to Volume | of

the 2009 Development Plan and are summarized as follows:
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Comment

Response

The timelines identified in the 2009
Development Plan, like the plan itself, are
dynamic (non-static/ever changing) and should
be used as targets and that timelines may need
to be modified as drafting teams obtain more
details on the scope of the projects.

NERC agrees.

Project 2007-07 Vegetation Management
(FAC-003) and Project 2009-07 Cyber
Security (CIP-002 to CIP-009) identified in the
2008 Development Plan should be "fast-
tracked."”

NERC concurs with the importance of these
two projects. In the revised Development Plan
for 2009, Project 2007-07 Vegetation
Management is a current active project with a
target completion in 2009. Furthermore,
Project 2008-06 Cyber Security Order No. 706
was initiated in 2008, ahead of the anticipated
project slated for 2009.

The Development Plan should consider a
review of the need for a standard on
Interconnection Operations Services and
associated definitions related to ancillary
services addressed in the Pro Forma Open
Access Transmission Tariff.

NERC does not believe these “products” are in
themselves performance criteria that should be
embodied in NERC Reliability Standards.
NERC will coordinate with the North
American Energy Standards Board to the
extent practical in the development of
definition of Interconnection Operations
Services and Ancillary Services terms.

Project 2009-01 Disturbance and Sabotage
Reporting (CIP-001 and EOP-004) and Project
2009-07 Cyber Security (CIP-002 to CIP-009)
identified in the 2008 Development Plan
should be initiated sooner rather than later.

NERC concurs with the suggestion on the
importance of these two projects. In the
revised Development Plan for 2009, Project
2009-01 Disturbance and Sabotage Reporting
is scheduled to commence in early 2009 and
what was identified as Project 2009-07 Cyber
Security is already underway under the title of
Project 2008-06 Cyber Security Order No. 706.

Develop a timeline for regions to develop 'fill-
in-the blank' standards. Currently some
regions are doing nothing while others have
gone beyond the original four regional
standards proposed in the 2007 iteration of the
Development Plan as possibly requiring
regional standard coordination.

NERC standards staff is in regular contact with
the Regional Entities responsible for
developing regional Reliability Standards.
Coordination of the four standards referenced
above is ongoing. The timelines for the “fill-
in-the-blank” standards have been embodied in
the scopes of the individual projects in the
Development Plan associated with these
standards.

Development Plan should include the
recommendations for new or improved
Reliability Standards documented in the final
report of the Real-time Tools Best Practices
Task Force (“RTBPTF”).

NERC concurs and added a new project
(Project 2009-02 Real-time Tools) to the 2009
Development Plan.

Standards covering the application of major
equipment monitoring and diagnostic devices
and procedures should be developed.

NERC concurs and added a new project (2011-
01 Equipment Monitoring and Diagnostic
Devices) to consider this activity.
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Requirements pertaining to the Interchange
Distribution Calculator need to be developed to
address flaws in the current process that
threaten reliability. Initially, the Interchange
Distribution Calculator (“I1DC”) needs to be
modified to take into account real time
topology. Due to the lack of any requirement
to update input information, the IDC uses static
information that does not reflect real time
operations resulting in incorrect IDC
calculations to determine flowgate relief. Also,
the IDC does not properly capture and reflect
internal balancing authority schedules. These
impacts on the flowgate are not considered by
the IDC even though they could have a
significant impact on the constraint. The
resultant impact is that entities engaging in
interchange transactions bear a
disproportionate share of the system’s
reliability obligations. NRG Energy noted that
NERC has already received a Standards
Authorization Request (“SAR?”) related to
these same concerns. The SAR was jointly
submitted by the Midwest 1SO, PJM, and SPP,
and is titled "Parallel Flow
Visualization/Mitigation for Reliability
Coordinators in the Eastern Interconnection.”

These comments will be submitted as part of
the standards development process associated
with the SAR once it is posted for industry
comment.

Concern with the scope and number of projects
contained in the Reliability Standards
Development Plan: 2008-2010. The plan
presents an impressive undertaking that will
tax not only NERC’s resources, but that of the
rest of the industry as well. The Development
Plan does not recognize the reality of limited
staff and stakeholder resources to complete the
projects as outlined in the current version of
the plan. PJIM recommends that NERC
reevaluate its plan and develop a smaller list of
priority projects that will yield the greatest
impact to the reliability of the bulk electric
system.

The NERC Standards Committee manages the
NERC standards development process to
achieve broad bulk power system reliability
goals for the industry. The Standards
Committee protects the integrity and credibility
of the standards development process with the
support of NERC staff facilitation and
coordination. The Standards Committee takes
into consideration the potential impact on
industry resources when planning standards
related projects and activities.

The development of Violation Risk Factors
needs to be done in a uniform manner across
all standards.

NERC agrees that consistency across all
NERC standards is important and this reflects
one of the Commission’s intent when it issued
its guidelines for Violation Risk Factor
assignments in May, 2007.

The development of NERC Reliability
Standards should be closely monitored to

NERC has staffed its Manager of Business
Practice Coordination position to, among other

Page 17




ensure that all requirements related to business
practices are developed under NAESB
Standards rather than being included in the
NERC Standards.

things, ensure that coordination with NAESB
takes place in the development of standards.
NAESB offered comments that were
incorporated in the 2009 Development Plan.

It is time to “resist implementing and
developing new standards™ until the industry
catches up with all the changes that have taken
place in recent years.

NERC appreciates the volume of standards
development activity underway but relies on
the NERC Standards Committee, whose
membership consists of industry
representatives, to consider the potential
impact on industry resources when planning
standards related projects and activities.

It is of vital importance that the drafting teams
develop, and adhere, to the extent possible, to
the milestone schedules and associated
deliverable dates.

NERC continues to work to improve the
accuracy of project schedules but many
variables contribute to the difficulty in
developing and meeting accurate project
schedules. NERC’s goal is to develop quality
standards that maintain an adequate level of
reliability, not to meet a particular schedule
unless there is a specific need to meet a
specific deadline.

Stress the importance of completing the “Roles
and Responsibilities: Standards Drafting Team
Activities” guideline.

NERC is committed to finalize the guideline
document NRECA references and is working
to obtain policy input from the NERC Board
that will provide the final elements for the
guideline.

The Development Plan should provide more
guidance as to who can be held accountable for
NERC standards.

The drafting teams assigning applicability for
each proposed requirement should follow the
definitions provided in the NERC Glossary of
Terms Used in Reliability Standards as guided
by the Functional Model.

The status of the Joint Interface Committee
(“JIC”) between NERC, NAESB, and ISO-
RTO Council be discussed as NERC no longer
lists the JIC as a committee on their Website.

The JIC has been dissolved as the ISO/RTO
Council is explicitly recognized by both NERC
and NAESB and is able to participate on its
own accord within both organizations.

Vet, clarify, and simplify definitions of
Violation Risk Factors and Violation Severity
Levels

NERC’s Standards Committee is currently
addressing the issue raised regarding Violation
Risk Factors. Through the Violation Severity
Level drafting team, NERC is continuing to
develop Violation Severity Levels in order to
respond to the Commission’s September, 2009
deadline directed in its Order on Violation
Severity Levels and its Order on Rehearing and
Clarification.

Develop a standards database.

NERC is currently developing this database to
support the compliance administration function
initially, and thereafter will focus on the
development of the user interface that will
permit user-guided content.

Resolve incorrect functional model

Each project in the Development Plan includes
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assignments in Version 0 Reliability Standards.

the review of applicability as part of its scope
and will therefore address this issue.

Implement a plan to simplify and clarify the
standards.

NERC believes the Development Plan that is
the subject of this filing fulfills this purpose by
including within each project’s scope the
expectation to make the standard clearer, but
this effort will require the support of industry
stakeholders in the implementation of the
Development Plan.

The following projects that may require

coordinated NAESB business practices:

e Project 2006-07 — Transfer Capabilities
— (ATC, TTC, CBM and TRM)

e Project 2006-08 — Transmission Loading
Relief

e Project 2007-05 — Balancing Authority
Controls

e Project 2007-18 — Reliability Based
Control

e Project 2008-01 — Voltage and Reactive
Control

e Project 2008-03 — Emergency Operations
(moved to Project 2009-03 in this plan)

e Project 2009-02 — Connecting New
Facilities to the Grid (moved to Project
2010-02 in this plan)

e Project 2009-03 — Interchange
Information (moved to Project 2008-12 in
this plan)

NERC includes a new section entitled
“Coordination with NAESB” to the project
descriptions in Volume Il of the 2009
Development Plan for each listed project. This
approach will ensure the information related to
the coordination with NAESB is available for
the drafting team to consider in the
development of the associated standard(s).

Quantify and keep track of the standards effort
as follows: 1) originally forecasted projects, 2)
new industry-requested standards and projects,
and 3) regulatory directed initiatives and re-
work of filed standards. This is important
information to better forecast required
resources for future Development Plans and the
budgets to support them.

NERC will work with the Standards
Committee to consider the merits of the
suggestion.

Include a review of the applicability of the
Transmission Owner (“TO”) and Transmission
Operator (“TOP”) standards to Generators,
where particular generators have a radial line
that extends from their plant to a bulk electric
system substation and have been asked by their
respective Regional Entity to register their
radial transmission for the TO/TOP function.

NERC collected industry input through a
survey process conducted in the Fall, 2008 and
will develop a course of action to fully address
the issue in early 20009.
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Introduction

Purpose

The Reliability Standards Development Plan: 2009-2011 is the third version of the plan and serves to make
current the 2008-2010 plan that was published in October 2007. This standards development plan is a
management tool to guide, prioritize, and coordinate the development of reliability standards. The plan serves
as a communications tool for coordinating standards development work with applicable governmental agencies
in the United States and Canada, and for engaging stakeholders in standards development.

Summary of Modifications

This revised plan for 2009-2011 defines a total of four new standards development projects that were not
included in the previous plans: two new projects for 2008, and one each for years 2009 and 2011. In addition,
two projects that were originally planned to start in 2009 were initiated in 2008 due to a change in priority.
Also, in response to industry comments concerning the ability to adequately review the many development
projects underway or contemplated by the plan and to allow for additional unanticipated projects that inevitably
will be identified, the projects for years 2009 and beyond were realigned to help ensure that adequate resources
are available to support them. In addition, modifications were made to individual projects to:

o comply with FERC’s December 20, 2007 Order in Docket Nos. RC07-004-000, RC07-6-000, and
RCO07-7-000 regarding Load Serving Entities; and

o clearly identify the need for coordination with the North American Energy Standards Board (NAESB).

Projects within this Plan:
The total number of projects proposed in this plan increased to 39 from the 36 listed in the 2008-2010 version of
the plan for the following reasons:

e One project identified in the 2008-2010 plan has been completed and has been removed from this plan:
0 A project initiated prior to 2005 — Operate Within Interconnection Reliability Operating Limits
e Two new projects initiated in 2008 but not identified in the 2008-2010 plan were added to this plan:
0 2008-05 — Credible Multiple Element Contingencies
0 2008-08 — EOP Violation Severity Levels Revisions
e Two new projects anticipated to commence in future years were added to this plan:
0 2009-02 — Real-time Tools
0 2011-01 — Equipment Monitoring and Diagnostic Devices

In addition, two projects identified in the 2008-2010 plan that were scheduled to commence in 2009 were
revised and initiated earlier than anticipated:

0 2008-12 — Coordinate Interchange Standards replaces Project 2009-03 — Interchange
Information from the 2008-2010 plan

0 2008-06 — Cyber Security Order 706 replaces Project 2009-07 — Cyber Security from the
2008-2010 plan
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Realignment of Projects between Years

As part of the process employed in 2008 for revising the Reliability Standards Development Plan, NERC staff
reached out to all stakeholders and asked for input on the plan. Similar to last year, several stakeholders
indicated a concern that too many projects were under development concurrently and recommended that the
work plan focus industry resources on the projects having the greatest impact on reliability in the near-term,
while deferring those of less immediate reliability benefit.

Accordingly, this version of the plan realigns one project from 2008 to 2009 and four projects from 2009 to
2010:

e Project 2008-03 — Emergency Operations was moved to 2009 as Project 2009-03 — Emergency
Operations

e Project 2009-02 — Connecting New Facilities to the Grid was moved to 2010 as Project 2010-02 —
Connecting New Facilities to the Grid

e Project 2009-04 — Modeling Data was moved to 2010 as Project 2010-03 — Modeling Data
e Project 2009-05 — Demand Data was moved to 2010 as Project 2010-04 — Demand Data
e Project 2009-06 — Protection Systems was moved to 2010 as Project 2010-05 — Protection Systems

When developing this realignment of projects, NERC staff took into consideration that the number of projects
proposed for any particular year is directly impacted by the number of formal requests for interpretations
submitted by industry. The number of requests for interpretations of NERC Reliability Standards is projected to
increase until the cleanup of the Version 0 and some Version 1 standards is completed. As such, in addition to
the standards projects outlined in the plan, the development plan contemplates the commitment needed from
NERC staff and industry resources to support the development of the response and balloting for requests for
interpretations. In 2007, NERC responded to seven formal requests for interpretations. In 2008, NERC
anticipates to receive nine formal requests for interpretation, six of which have already been received as of this
writing.

FERC's December 20, 2007 Order in Docket Nos. RC07-004-000, RC07-6-000, and RC07-7-000
Regarding Load Serving Entities:

On March 4, 2008, NERC submitted a compliance filing in response to a December 20, 2007 Order, in which
the Commission reversed a NERC decision to register three retail power marketers to comply with Reliability
Standards applicable to load serving entities (LSESs) and directed NERC to submit a plan describing how it
would address a possible “reliability gap” that NERC asserted would result if the LSEs were not registered.
NERC’s compliance filing included the following proposal for a short-term plan and a long-term plan to address
the potential gap:

e Short-term: Using a posting and open comment process, NERC will revise the registration
criteria to define “Non-Asset Owning LSES” as a subset of Load Serving Entities and will
specify the reliability standards applicable to that subset.

e Longer-term: NERC will determine the changes necessary to terms and requirements in
reliability standards to address the issues surrounding accountability for loads served by retail
marketers/suppliers and process them through execution of the three-year Reliability
Standards Development Plan.
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In this revised Reliability Standards Development Plan, NERC is commencing the implementation of its stated
long-term plan to address the issues surrounding accountability for loads served by retail marketers/suppliers.
The NERC Reliability Standards Development Procedure will be used to identify the changes necessary to
terms and requirements in reliability standards to address the issues surrounding accountability for loads served
by retail marketers/suppliers.

Specifically, the following description has been incorporated into the scope for affected projects in this revised
Reliability Standards Development Plan that includes a standard applicable to Load Serving Entities:

Source: FERC’s December 20, 2007 Order in Docket Nos. RC07-004-000, RC07-6-000, and RCO7-7-
000

Issue: In FERC’s December 20, 2007 Order, the Commission reversed NERC’s Compliance Registry
decisions with respect to three load serving entities in the ReliabilityFirst (RFC) footprint. The
distinguishing feature of these three LSEs is that none own physical assets. Both NERC and RFC assert
that there will be a “reliability gap” if retail marketers are not registered as LSEs. To avoid a possible
gap, a consistent, uniform approach to ensure that appropriate Reliability Standards and associated
requirements are applied to retail marketers must be followed. Each drafting team responsible for
reliability standards that are applicable to LSEs is to review and change, as necessary, requirements in
the reliability standards to address the issues surrounding accountability for loads served by retail
marketers/suppliers. For additional information see:

e FERC’s December 20, 2007 Order (http://www.nerc.com/files/LSE_decision_order.pdf )
e NERC’s March 4, 2008 (http://www.nerc.com/files/FinalFiledLSE3408.pdf ),

e FERC’s April 4, 2008 Order (http://www.nerc.com/files/AcceptLSECompFiling-
040408.pdf ), and

e NERC’s July 31, 2008 (http://www.nerc.com/files/FinalFiled-CompFiling-LSE-
07312008.pdf ) compliance filings to FERC on this subject.

Coordination with the North American Energy Standards Board (NAESB):

The NAESB Wholesale Electric Quadrant (WEQ) Standards Review Subcommittee (SRS) conducted an
analysis of the NERC Reliability Standards Development Plan: 2008-2010 to identify those projects contained
in the plan that may require complementary NAESB business practices. NAESB identified the following
projects that may require coordinated NAESB business practices:

Project 2006-07 — Transfer Capabilities — (ATC, TTC, CBM, TRM)

Project 2006-08 — Transmission Loading Relief

Project 2007-05 — Balancing Authority Controls

Project 2007-18 — Reliability Based Control

Project 2008-01 — Voltage and Reactive Control

Project 2008-03 — Emergency Operations (moved to Project 2009-03 in this plan)

Project 2009-02 — Connecting New Facilities to the Grid (moved to Project 2010-02 in this plan)
Project 2009-03 — Interchange Information (moved to Project 20008-12 in this plan)
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A new section titled “Coordination with NAESB” was added to the project description in Volume Il of this plan
for each of the projects identified immediately above and includes information related to the coordination with
NAESB for the drafting team to consider in the development of the associated standard(s).

Other modifications:

As part of the process employed in 2008 for revising the Reliability Standards Development Plan, NERC staff
reached out to the stakeholder community asking for input on how to improve the plan. In so doing, NERC
received a number of comments that led to various modifications and improvements to the plan. Appendix A to
this Volume | summarizes the comments received and NERC’s response to the comments.

NERC staff contemplated the addition of a specific project to address the clean-up of VO requirements for 22
standards® that have not yet been initiated in another existing work plan project. However, the staff chose not
to create a separate project for this activity as there are projects with potentially higher reliability impacts for
which the limited industry and staff resources should be dedicated. The VO clean-up of these 22 standards will
be undertaken when projects associated with these standards are initiated as outlined in the development plan.

Organization of Work Plan
The Reliability Standards Development Plan: 2009-2011 is organized into three volumes.

VVolume | provides an overview of the plan, including the history of the current status of standards development
activities related to the development and approval of standards and includes:

e Introduction explaining the purpose of the plan and background

e Plan description

e Issues to be addressed in improving standards

Volume |1 details the specific standards development projects and includes:
e Summary Reliability Standards Development Plan Schedule
e Project descriptions

Volume 111 summarizes the regional reliability standards development activity anticipated over the three year
period covered by the plan.

Goal

The goal of the Reliability Standards Development Plan: 2009-2011 is to continue the development of NERC
Reliability Standards to ensure that the set of NERC Reliability Standards in its entirety provides an adequate
level of reliability for the North American bulk power system, and is enforceable upon all bulk power system
users, owners, and operators in accordance with applicable statutes and regulations in the United States and
Canada.

! FAC-001, FAC-002, MOD-010, MOD-011, MOD-012, MOD-013, MOD-014, MOD-015, MOD-016, MOD-
017, MOD-018, MOD-019, MOD-020, MOD-021, PRC-003, PRC-004, PRC-012, PRC-013, PRC-014, PRC-015, PRC-
016, PRC-020, PRC-021
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Objectives as Part of the Goal
To meet this goal, NERC has several specific objectives that include:

e Addressing remaining blackout recommendations requiring new or revised standards.

e Addressing comments from industry, FERC, and others suggesting improvements to each standard,
including those received from industry stakeholders during a public comment period.

e Addressing quality issues to ensure each standard has a clear statement of purpose, and has outcome-
focused requirements that are clear and measurable.

e Ensuring measures and compliance elements are aligned to support the requirements within the standard
and follow definitions outlined in the standards template.

e Reorganizing the standards more logically based on topic and removing redundancies.
e Addressing other pending proposals for new standards.
e Improving standard requirements by incorporating approved interpretations.

e Identifying less well-defined issues (“variables”) that could lead to standard development activities in
the work plan timeframe.

e Satisfying the requirement for a five-year review of all standards.

Considerations for Meeting Objectives

Developing excellent reliability standards is a long-term effort. This plan best supports the effort in that it is
flexible and can be continuously adapted to circumstances and changing priorities, as demonstrated in this
revised plan. This plan will be reviewed and maintained by the NERC Standards Committee and NERC
standards program staff, and will be updated on an annual basis, or more frequently if needed.

Background

Authority

Through the enactment of the Energy Policy Act of 2005, Congress created Section 215 of the Federal Power
Act (FPA). Section 215 assigns to the Commission the responsibility and authority for overseeing the reliability
of the bulk power systems in the United States, including the setting and enforcing of mandatory reliability
standards. In February 2006, the Commission issued Order No. 672 establishing its requirements for certifying
an industry, self-regulating ERO, as envisioned in the legislation. On the basis of that order, NERC filed its
application to become the ERO in the United States on April 4, 2006. NERC concurrently filed for similar
recognition with the federal and provincial governments in Canada.

On July 20, 2006, the Commission issued its Order Certifying the North American Electric Reliability
Corporation as the Electric Reliability Organization and Ordering Compliance Filing, finding that NERC met
the requirements of Order No. 672. Since then, NERC has provided the requisite compliance filings and the
Commission has issued several orders as a result to address the remaining issues with NERC’s application and
certification. NERC’s filings with FERC? and the Commission’s orders® can be found on the NERC Web site.”

2 NERC filings to FERC, http://www.nerc.com/page.php?cid=1[8|170
% Commission orders, http://www.nerc.com/page.php?cid=1|8/170
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On September 15, 2006, the National Energy Board of Canada announced a Memorandum of Understanding
(MOU) recognizing NERC as the ERO in Canada. NERC also signed MOUs with Ontario, Quebec, and Nova
Scotia in 2006. An interim MOU has been signed with Manitoba pending possible changes in its legislative
regime for reliability. MOUs have been drafted and are expected to be concluded shortly with New Brunswick
and Saskatchewan. NERC is working with the remaining Canadian provinces to accomplish the same
understanding.

Standards Filings and Approvals

NERC has filed with the regulatory authorities in the U.S. and Canada petitions to approve numerous reliability
standards that were proposed as new, modified, or retired reliability standards, as well as several interpretations;
in the U.S., the Commission has taken action on a majority of these standards and interpretations. NERC has
filed petitions for approval of 120 standards as mandatory and enforceable in the United States. The following
summarizes the status of reliability standards filings in the U.S.:

e In March, 2007, the Commission issued Order No. 693, Mandatory Reliability Standards for the Bulk
Power System. In this final rule, the Commission approved 83 reliability standards and directed
improvements to 56 of these standards. The work plan addresses these improvements as well as the 24
standards that the Commission neither approved nor remanded, which are referred to as the “fill-in-the-
blank” regional standards.

e In December 2007, the Commission issued its final rule in Order No. 705 approving Facilities Design,
Connections, and Maintenance (FAC-010-1, FAC-011-1, and FAC-014-1) reliability standards.

e InJanuary 2008, the Commission issued Order No. 706 that approved cyber security standards, CIP-
002-1 through CIP-009-1.

e InJuly 2008, the Commission approved modifications to five reliability standards (INT-001, INT-004,
INT-005-2, INT-006-2, and INT-008-2) from the Interchange family of NERC standards.

e NERC filed the following proposed reliability standards for regulatory authority approval but has yet to
receive disposition of the requests for approval: PRC-023-1 — Transmission Relay Loadability; IRO-
006-4 — Transmission Loading Relief; NUC-001-1 — Nuclear Plant Interface Coordination; MOD-
001-1 — Auvailable Transmission System Capability; MOD-008-1 — Transmission Reliability Margin
Calculation Methodology; MOD-028-1 — Area Interchange Methodology; MOD-029-1 — Rated
System Path Methodology; and MOD-030-1 — Flowgate Methodology.

At the regional level, the Commission also approved eight regional standards submitted by the Western
Electricity Coordinating Council and approved by NERC for filing with the Commission and the Canadian
regulatory authorities.

Detail on these and all filings and orders are found as links on the home page of NERC’s Web site.

* NERC Web site, http://www.nerc.com/
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Standards Development Process

NERC uses a process for refining, developing, and approving reliability standards that has received national,
formal accreditation and approval by federal regulators. A key element of the work plan is to review and
upgrade all the existing standards based on the directives in the Commission’s final rule, previous industry
comments, and actual experience gathered from using the standards. Additionally, NERC’s rules and a
condition of accreditation by the American National Standards Institute (ANSI)5 require that each standard be
reviewed at least every five years. NERC received ANSI accreditation on March 24, 2003. NERC anticipates
completing its review and upgrade of standards identified in this work plan over several years in support of
these accreditation requirements.

The Reliability Standards Development Procedure® provides a systematic approach to improve the standards
and to document the basis for those improvements, and it will serve as the mechanism for achieving the
improvements detailed in this plan. The standards development process includes active involvement of industry
experts and stakeholders tasked with developing excellent standards.

In its April 2006 application to be certified as the ERO, NERC proposed to develop reliability standards in
accordance with Section 300 (Reliability Standards Development) of its Rules of Procedure’ and the Reliability
Standards Development Procedure®, which was incorporated into the Rules of Procedure as Appendix A. In its
June 2006 ERO Certification Order, the Commission found that NERC’s proposed rules provide for reasonable
notice and opportunity for public comment, due process, openness, and a balance of interests in developing
reliability standards. The Commission noted that NERC’s procedure calls for notifying and involving the
public in developing a reliability standard. The development process is open to any person or entity with a
legitimate interest in the reliability of the bulk power system. NERC considers the comments of all
stakeholders, and a vote of stakeholders is required to approve a reliability standard before it is submitted for
regulatory approval.

Furthermore, NERC also coordinates its reliability standards development activities with the business practices
developed by the North American Energy Standards Board® (NAESB).

Background on Standards Development

The initial stage in the establishment of mandatory reliability standards began with the translation of the
historical operating policies, planning standards, and compliance templates into a baseline set of working
standards, referred to as Version 0 reliability standards.

This iteration of the work plan continues to focus attention on improving the baseline set of Version 0 reliability
standards. Since the inaugural installation of the work plan was published, the Commission approved 94
reliability standards as mandatory and enforceable in the United States, although it directed modifications to 56
of those standards. The Commission held an additional 24 reliability standards as pending and NERC has
proposed six additional standards for approval.

> ANSI accreditation, http://www.nerc.com/filez/ansi.html
® Reliability Standards Development Procedure, http://www.nerc.com/fileUploads/File/Standards/RSDP_V6_1_12Mar07.pdf
! NERC Rules of Procedure, http://www.nerc.com/filessfNERC_Rules of Procedure EFFECTIVE_ 20080321.pdf

® Reliability Standards Development Procedure, http://www.nerc.com/fileUploads/File/Standards/RSDP_V6_1_12Mar07.pdf
°® NAESB http://www.nerc.com/page.php?cid=2|247|248
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In Orders No. 693 and 693-A, Mandatory Reliability Standards for the Bulk Power System, and Order No. 890,
Preventing Undue Discrimination and Preference in Transmission Service, the Commission built upon the
information it provided in May 11, 2006 Federal Energy Regulatory Commission Staff Preliminary Assessment
of Proposed Reliability Standards and the October 20, 2006 Notice of Proposed Rulemaking — Mandatory
Reliability Standards for the Bulk Power System. In that Staff report, and then in the Commission’s proposed
rule, the FERC Staff initially, and then the Commission, stated that certain proposed standards are (1)
ambiguous; (2) insufficient to ensure an adequate level of reliability; (3) fail to contain adequate “measures and
compliance;” (4) may have an undue impact on competition; and (5) are “fill-in-the-blank” standards. The
report and notice of proposed rulemaking (NOPR) also pointed out that NERC has not completed standards
addressing all recommendations made following the August 2003 Northeast blackout. The work plan enclosed
here is intended to address these issues, as well as previous comments and issues noted by industry in the initial
development of the standards.

Order No. 672*° provides guidance on the factors the Commission will consider when determining whether
proposed reliability standards meet the statutory criteria. For example, the Commission states that a proposed
reliability standard must be designed to achieve a specified reliability goal and be clear and unambiguous
regarding what is required and who is required to comply. In addition, while a proposed reliability standard
does not have to reflect the “best practice,” it cannot be based on the “lowest common denominator,” if such a
standard would not efficiently and effectively achieve its reliability goal.

Plan Description

Overview

The Projects: A significant portion of this Reliability Standards Development Plan: 2009-2011 is dedicated to
projects for revising the existing reliability standards to incorporate improvements. The plan groups the
existing standards into projects based on content. Standards with related content are grouped together into a
single project to allow a team of experts to consolidate the requirements, to eliminate redundancies, and to
ensure consistency of all the requirements in all the standards. This approach makes the most efficient use of
industry resources used in the standards development process.

A total of 39 projects are summarized in Volume 1l. Some of the projects address revising a single standard,
such as FAC-003. One of the largest projects includes revising nine standards focusing on related topics:
transmission operator performance standards TOP-001 to TOP-008 and the transmission operator authority
standard PER-001. Managing the projects in this manner will provide an opportunity to clearly separate
certification requirements (the capability to be a competent transmission operator) from the requirements
measuring ongoing reliability performance. Those requirements are co-mingled in the existing standards.

Note that the project number indicates the year the project was or will be initiated and the sequence within the
year, adjusted according to the reorganization discussed earlier.

The Drafting Teams: The size and makeup of the drafting teams will be determined according to the project
scope. Some drafting teams may choose to subdivide the work. The teams will focus on effectively integrating

10 Order 672, http://www.nerc.com/files/final rule reliability Order 672.pdf
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the scope of the work within the project to ensure that the standards are consistent and comprehensive across the
subject area.

Each drafting team will be provided a preliminary outline of the project scope, which is provided in Volume 11,
and then will prepare a Standard Authorization Request for industry review and comment. A unique
development aspect of the projects included in the work plan, which is different from the development of the
Version 0 translation, is that the drafting teams will not be inhibited from addressing at one time all necessary
improvements to the standards, or from even proposing new changes to the standard, as long as the changes are
within the content area of the standard. The goal is for the drafting team to develop the best possible standard
within the defined subject area, as supported by a consensus of stakeholders.

The following list summarizes the projects included in this latest version of the Reliability Standards
Development Plan:

Projects initiated in 2006:

2006-01 — System Personnel Training

2006-02 — Assess Transmission Future Needs

2006-03 — System Restoration and Blackstart

2006-04 — Backup Facilities

2006-06 — Reliability Coordination

2006-07 — Transfer Capabilities: ATC, TTC, CBM, and TRM
2006-08 — Transmission Loading Relief

2006-09 — Facility Ratings

Projects initiated in 2007:

2007-01 — Underfrequency Load Shedding

2007-02 — Operating Personnel Communications Protocols
2007-03 — Real-time Operations

2007-04 — Certifying System Operators

2007-05 — Balancing Authority Controls

2007-06 — System Protection Coordination

2007-07 — Vegetation Management

2007-09 — Generator Verification

2007-11 — Disturbance Monitoring

2007-12 — Frequency Response

2007-14 — Permanent Changes to CI Timing Table
2007-17 — Protection System Maintenance and Testing
2007-18 — Reliability-based Control

2007-23 — Violation Severity Levels

Projects initiated in 2008:

2008-01 — Voltage and Reactive Control

2008-02 — Undervoltage Load Shedding

2008-05 — Credible Multiple Element Contingencies
2008-06 — Cyber Security — Order 706

2008-08 — EOP Violation Severity Levels Revisions
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2008-12 — Coordinate Interchange Standards

Projects anticipated to commence in 2009:
2009-01 — Disturbance and Sabotage Reporting
2009-02 — Real-time Tools

2009-03 — Emergency Operations

2009-04 — Phasor Measurements Units
2009-05 — Resource Adequacy Assessments

Projects anticipated to commence in 2010:
2010-01 — Support Personnel Training

2010-02 — Connecting New Facilities to the Grid
2010-03 — Modeling Data

2010-04 — Demand Data

2010-05 — Protection Systems

Projects anticipated to commence in 2011:
2011-01 — Equipment Monitoring and Diagnostic Devices

Regional Standards: Work on regional standards will be coordinated with the respective NERC projects. This
plan includes Volume 111 Regional Reliability Standards Projects, which summarizes regional standard
development activities that are anticipated through 2011. These are provided as a reference and to identify
development activities that will further require industry resources.

Project Schedules: Several of the identified projects require studies to develop the technology or methods that
need to be used in the standards. The studies are identified within the project descriptions and the schedules of
the projects allow time to complete the studies. The studies have been requested of the NERC Operating and
Planning Committees, as well as other groups with the appropriate expertise to complete the study. In some
cases, the project schedules and timelines have been adjusted to reflect the expected completion date of the
companion study as identified in the committee work plans.

Project schedules were estimated with a certain set of base assumptions regarding the number of postings of
each Standard Authorization Request and draft standard and the time needed to complete underlying studies.
Project schedules are intended to estimate milestones and provide an indication regarding the progress on the
projects. However, in most instances NERC believes it will be more important to focus on ensuring that the
standards are correct, rather than to rush them through the process. Therefore, NERC anticipates that schedules
could change over time. The Standards Committee and NERC staff will oversee the work of the drafting teams
to ensure that teams maintain a productive and necessary pace, and inefficiency is avoided. Where project
teams are active, this version of the plan includes a link to the applicable project schedule posted on the NERC
Web site that, in some cases, is different than that initially postulated in earlier versions of the plan. To provide
the latest status of each project, the plan includes hyperlinks to the respective project Web pages.

A summary overall schedule for the projects detailed in this plan is provided in Volume II.
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Strategy for Project Resources

Reliability Standards Development Plan: 2009-2011 has been designed to recognize there are limits to
available staff and industry resources to complete the projects immediately and concurrently. While the volume
of work and schedules are aggressive, they are manageable because the work is being extended over several
years, and because much of the work is revising and improving existing standards for which the issues are
already well-defined. However, the development of regional standards, the influx of formal interpretation
requests, and the progress of the existing projects has impacted the deliverables noted in the plan and has been
reflected in the proposed projects for 2009, 2010, and 2011.

The sequence of projects has been adjusted to spread the use of industry expertise over several years in the
project. For example, system protection experts are a limited resource, as such each project requiring that
expertise was spread out from the other for that reason. This same approach was used in sequencing most of the
projects.
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Global Improvements

Statutory Criteria

In accordance with Section 215 of the Federal Power Act, FERC may approve, by rule or order, a proposed
reliability standard or modification to a reliability standard if it determines that “the standard is just, reasonable,
not unduly discriminatory or preferential, and in the public interest.”

The first three of these criteria can be addressed in large part by the diligent adherence to NERC’s Reliability
Standards Development Procedure, which has been certified by the ANSI as being open, inclusive, balanced,
and fair. Users, owners, and operators of the bulk power system that must comply with the standards, as well as
the end-users who benefit from a reliable supply of electricity and the public in general, gain some assurance
that standards are just, reasonable, and not unduly discriminatory or preferential because the standards are
developed through an ANSI-accredited procedure.

The remaining portion of the statutory test is whether the standard is “in the public interest.” Implicit in the
public-interest test is that a standard is technically sound and ensures a level of reliability that should be
reasonably expected by end-users of electricity. Additionally, each standard must be clearly written, so that
bulk power system users, owners, and operators are put on notice of the expected behavior. Ultimately, the
standards should be defensible in the event of a governmental authority review or court action that may result
from enforcing the standard and applying a financial penalty.

The standards must collectively provide a comprehensive and complete set of technically sound requirements
that establish an acceptable threshold of performance necessary to ensure the reliability of the bulk power
system. “An adequate level of reliability” would argue for both a complete set of standards addressing all
aspects of bulk power system design, planning, and operation that materially affect reliability, and for the
technical efficacy of each standard. The Commission directed NERC to define the term, “adequate level of
reliability” as part of its January 18, 2007 Order on Compliance Filing. Accordingly, NERC’s Operating and
Planning Committees prepared the definition and the NERC Board approved it at its February 2008 meeting for
filing with regulatory authorities. The NERC Standards Committee was then tasked to integrate the definition
into the development of future reliability standards.

Quality Objectives
To achieve the goals outlined above, NERC has developed 10 quality objectives for the development of

reliability standards. Drafting teams working on assigned projects are charged to ensure their work adheres to
the following quality objectives:

1. Applicability — Each reliability standard shall clearly identify the functional classes of entities
responsible for complying with the reliability standard, with any specific additions or exceptions noted.
Such functional classes™ include: ERO, Regional Entities, reliability coordinators, balancing authorities,
transmission operators, transmission owners, generator operators, generator owners, interchange
authorities, transmission service providers, market operators, planning coordinators, transmission
planners, resource planners, load-serving entities, purchasing-selling entities, and distribution providers.

1 These functional classes of entities are derived from NERC’s Reliability Functional Model. When a standard
identifies a class of entities to which it applies, that class must be defined in the Glossary of Terms Used in Reliability
Standards.
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10.

Each reliability standard that does not apply to the entire North American bulk power system shall also
identify the geographic applicability of the standard, such as an interconnection, or within a regional
entity area. The applicability section of the standard should also include any limitations on the
applicability of the standard based on electric facility characteristics, such as a requirement that applies
only to the subset of distribution providers that own or operate underfrequency load shedding systems.

Purpose — Each reliability standard shall have a clear statement of purpose that shall describe how the
standard contributes to the reliability of the bulk power system.

Performance Requirements — Each reliability standard shall state one or more performance
requirements, which if achieved by the applicable entities, will provide for a reliable bulk power system,
consistent with good utility practices and the public interest. Each requirement is not a “lowest common
denominator” compromise, but instead achieves an objective that is the best approach for bulk power
system reliability, taking account of the costs and benefits of implementing the proposal.

Measurability — Each performance requirement shall be stated so as to be objectively measurable by a
third party with knowledge or expertise in the area addressed by that requirement. Each performance
requirement shall have one or more associated measures used to objectively evaluate compliance with
the requirement. If performance results can be practically measured quantitatively, metrics shall be
provided within the requirement to indicate satisfactory performance.

Technical Basis in Engineering and Operations — Each reliability standard shall be based upon
sound engineering and operating judgment, analysis, or experience, as determined by expert
practitioners in that particular field.

Completeness — Each reliability standard shall be complete and self-contained. The standards shall
not depend on external information to determine the required level of performance.

Consequences for Noncompliance — Each reliability standard shall make clearly known to the
responsible entities the consequences of violating a standard, in combination with guidelines for
penalties and sanctions, as well as other ERO and Regional Entity compliance documents.

Clear Language — Each reliability standard shall be stated using clear and unambiguous language.
Responsible entities, using reasonable judgment and in keeping with good utility practices, are able to
arrive at a consistent interpretation of the required performance.

Practicality — Each reliability standard shall establish requirements that can be practically
implemented by the assigned responsible entities within the specified effective date and thereafter.

Consistent Terminology — Each reliability standard, to the extent possible, shall use a set of standard
terms and definitions that are approved through the NERC Reliability Standards Development Process.

In addition to these factors, standard drafting teams also contemplate the following factors the Commission uses
to approve a proposed reliability standard as outlined in Order No. 672. A standard proposed to be approved:

1.

Must be designed to achieve a specified reliability goal

“321. The proposed Reliability Standard must address a reliability concern that falls within the
requirements of section 215 of the FPA. That is, it must provide for the reliable operation of bulk power
system facilities. It may not extend beyond reliable operation of such facilities or apply to other
facilities. Such facilities include all those necessary for operating an interconnected electric energy
transmission network, or any portion of that network, including control systems. The proposed
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Reliability Standard may apply to any design of planned additions or modifications of such facilities that
is necessary to provide for reliable operation. It may also apply to cyber security protection.”

“324. The proposed Reliability Standard must be designed to achieve a specified reliability goal and
must contain a technically sound means to achieve this goal.

Although any person may propose a topic for a Reliability Standard to the ERO, in the ERO’s process,
the specific proposed Reliability Standard should be developed initially by persons within the electric
power industry and community with a high level of technical expertise and be based on sound technical
and engineering criteria. It should be based on actual data and lessons learned from past operating
incidents, where appropriate. The process for ERO approval of a proposed Reliability Standard should
be fair and open to all interested persons.”

Must contain a technically sound method to achieve the goal

“324. The proposed Reliability Standard must be designed to achieve a specified reliability goal and
must contain a technically sound means to achieve this goal.

Although any person may propose a topic for a Reliability Standard to the ERO, in the ERO’s process,
the specific proposed Reliability Standard should be developed initially by persons within the electric
power industry and community with a high level of technical expertise and be based on sound technical
and engineering criteria. It should be based on actual data and lessons learned from past operating
incidents, where appropriate. The process for ERO approval of a proposed Reliability Standard should
be fair and open to all interested persons.”

Must be applicable to users, owners, and operators of the bulk power system, and not others

“322. The proposed Reliability Standard may impose a requirement on any user, owner, or operator of
such facilities, but not on others.”

Must be clear and unambiguous as to what is required and who is required to comply

“325. The proposed Reliability Standard should be clear and unambiguous regarding what is required
and who is required to comply. Users, owners, and operators of the Bulk-Power System must know what
they are required to do to maintain reliability.”

Must include clear and understandable consequences and a range of penalties (monetary and/or
non-monetary) for a violation

“326. The possible consequences, including range of possible penalties, for violating a proposed
Reliability Standard should be clear and understandable by those who must comply.”

Must identify clear and objective criterion or measure for compliance, so that it can be enforced in
a consistent and non-preferential manner

“327. There should be a clear criterion or measure of whether an entity is in compliance with a proposed
Reliability Standard. It should contain or be accompanied by an objective measure of compliance so that
it can be enforced and so that enforcement can be applied in a consistent and non-preferential manner.”

Should achieve a reliability goal effectively and efficiently - but does not necessarily have to reflect
“best practices” without regard to implementation cost
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10.

11.

12.

*328. The proposed Reliability Standard does not necessarily have to reflect the optimal method, or
“best practice,” for achieving its reliability goal without regard to implementation cost or historical
regional infrastructure design. It should however achieve its reliability goal effectively and efficiently.”

Cannot be “lowest common denominator,” i.e., cannot reflect a compromise that does not
adequately protect bulk power system reliability

“329. The proposed Reliability Standard must not simply reflect a compromise in the ERO’s Reliability
Standard development process based on the least effective North American practice — the so-called
“lowest common denominator”—if such practice does not adequately protect Bulk-Power System
reliability. Although the Commission will give due weight to the technical expertise of the ERO, we will
not hesitate to remand a proposed Reliability Standard if we are convinced it is not adequate to protect
reliability.”

Costs to be considered for smaller entities but not at consequence of less than excellence in
operating system reliability

“330. A proposed Reliability Standard may take into account the size of the entity that must comply with
the Reliability Standard and the cost to those entities of implementing the proposed Reliability Standard.
However, the ERO should not propose a “lowest common denominator” Reliability Standard that would
achieve less than excellence in operating system reliability solely to protect against reasonable expenses
for supporting this vital national infrastructure. For example, a small owner or operator of the Bulk-
Power System must bear the cost of complying with each Reliability Standard that applies to it.”

Must be designed to apply throughout North American to the maximum extent achievable with a
single reliability standard while not favoring one area or approach

“331. A proposed Reliability Standard should be designed to apply throughout the

interconnected North American Bulk-Power System, to the maximum extent this is achievable with a
single Reliability Standard. The proposed Reliability Standard should not be based on a single
geographic or regional model but should take into account geographic variations in grid characteristics,
terrain, weather, and other such factors; it should also take into account regional variations in the
organizational and corporate structures of transmission owners and operators, variations in generation
fuel type and ownership patterns, and regional variations in market design if these affect the proposed
Reliability Standard.”

No undue negative effect on competition or restriction of the grid

“332. As directed by section 215 of the FPA, the Commission itself will give special attention to the
effect of a proposed Reliability Standard on competition. The ERO should attempt to develop a
proposed Reliability Standard that has no undue negative effect on competition. Among other possible
considerations, a proposed Reliability Standard should not unreasonably restrict available transmission
capability on the Bulk-Power System beyond any restriction necessary for reliability and should not
limit use of the Bulk-Power System in an unduly preferential manner. It should not create an undue
advantage for one competitor over another.”

Implementation time
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13.

14.

15.

“333. In considering whether a proposed Reliability Standard is just and reasonable, the Commission
will consider also the timetable for implementation of the new requirements, including how the proposal
balances any urgency in the need to implement it against the reasonableness of the time allowed for
those who must comply to develop the necessary procedures, software, facilities, staffing or other
relevant capability.”

Whether the reliability standard process was open and fair

“334. Further, in considering whether a proposed Reliability Standard meets the legal standard of
review, we will entertain comments about whether the ERO implemented its Commission-approved
Reliability Standard development process for the development of the particular proposed Reliability
Standard in a proper manner, especially whether the process was open and fair. However, we caution
that we will not be sympathetic to arguments by interested parties that choose, for whatever reason, not
to participate in the ERO’s Reliability Standard development process if it is conducted in good faith in
accordance with the procedures approved by the Commission.”

Balance with other vital public interests

“335. Finally, we understand that at times development of a proposed Reliability Standard may require
that a particular reliability goal must be balanced against other vital public interests, such as
environmental, social and other goals. We expect the ERO to explain any such balancing in its
application for approval of a proposed Reliability Standard.”

Any other relevant factors

“323. In considering whether a proposed Reliability Standard is just and reasonable, we will consider the
following general factors, as well as other factors that are appropriate for the particular Reliability
Standard proposed.”

“337. In applying the legal standard to review of a proposed Reliability Standard, the Commission will
consider the general factors above. The ERO should explain in its application for approval of a
proposed Reliability Standard how well the proposal meets these factors and explain how the Reliability
Standard balances conflicting factors, if any. The Commission may consider any other factors it deems
appropriate for determining if the proposed Reliability Standard is just and reasonable, not unduly
discriminatory or preferential, and in the public interest. The ERO applicant may, if it chooses, propose
other such general factors in its ERO application and may propose additional specific factors for
consideration with a particular proposed reliability standard.”

Issues Related to the Applicability of a Standard

In Order No. 672, the Commission states that a proposed reliability standard should be clear and unambiguous
regarding what is required and who is required to comply. Users, owners, and operators of the bulk power
system must know what they are required to do to maintain reliability. Section 215(b) of the FPA requires all
“users, owners and operators of the bulk power system” to comply with Commission-approved reliability
standards.

The term “users, owners, and operators of the bulk power system” defines the statutory applicability of the
reliability standards. NERC’s Reliability Functional Model (Functional Model) further refines the set of users,
owners, and operators by identifying categories of functions that entities perform so the applicability of each
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standard can be more clearly defined. Applicability is clear if a standard precisely states the applicability using
the functions an entity performs. For example, “Each generator operator shall verify the reactive power output
capability of each of its generating units” states clear applicability compared with a standard that states “a bulk
power system user shall verify the reactive power output capability of each generating unit.” The use of the
Functional Model in the standards narrows the applicability of the standard to a particular class or classes of
bulk power system users, owners, and operators. A standard is more clearly enforceable when it narrows the
applicability to a specific class of entities than if the standard simply references a wide range of entities, e.g., all
bulk power system users, owners, and operators.

In determining the applicability of each standard and the requirements within a standard, the drafting team
should follow the definitions provided in the NERC Glossary of Terms Used in Reliability Standards and
should also be guided by the Functional Model.

In addition to applying definitions from the Functional Model, the revised standards must address more specific
applicability criteria that identify only those entities and facilities that are material to bulk power system
reliability with regard to the particular standard.

The drafting team should review the registration criteria provided in the NERC Statement of Compliance
Registry Criteria, which is the criteria for applicability. The registration criteria identify the criteria NERC uses
to identify those entities responsible for compliance to the reliability standards. Any deviations from the criteria
used in the Statement of Compliance Registry Criteria must be identified in the applicability section of the. Itis
also important to note that standard drafting teams cannot set the applicability of reliability standards to extend
to entities beyond the scope established by the criteria for inclusion on NERC’s Compliance Registry. This is
expressly prohibited by Commission Order No. 693-A.

The goal is to place obligations on the entities whose performance will impact the reliability of the bulk power
system, but to avoid painting the applicability with such a broad brush that entities are obligated even when
meeting a requirement will make no material contribution to bulk power system reliability.

Every entity class described in the Functional Model performs functions that are essential to the reliability of
the bulk power system. This point is best highlighted with the example that might be the most difficult to
understand, the inclusion of distribution providers. Section 215 of the FPA specifically excludes facilities used
in the local distribution of electric energy. Nonetheless, some of the NERC standards apply to a class of entities
called distribution providers. Distribution providers are covered because, although they own and operate
facilities in the local distribution of electric energy, they also perform functions affecting and essential to the
reliability of the bulk power system. With regard to these facilities and functions that are material to the
reliability of the bulk power system, a distribution provider is a bulk power system user. For example,
requirements for distribution providers in the reliability standards apply to the underfrequency load shedding
relays that are maintained and operated within the distribution system to protect the reliability of the bulk power
system. There are also requirements for distribution providers to provide demand forecast information for the
planning of reliable operations of the bulk power system.

A similar line of thinking can apply to every other entity in the Functional Model, including load-serving
entities and purchasing-selling entities, which are users of the bulk power system to the extent they transact
business for the use of transmission service or to transfer power across the bulk power system. NERC has
specific requirements for these entities based on how these uses may impact the reliability of the bulk power
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systems. Other functional entities are more obviously bulk power system owners and operators, such as
reliability coordinators, transmission owners and operators, generator owners and operators, planning
coordinators, transmission planners, and resource planners. It is the extent to which these entities provide for a
reliable bulk power system or perform functions that materially affect the reliability of the bulk power system
that these entities fall under the jurisdiction of Section 215 of the FPA and the reliability standards. The use of
the Functional Model simply groups these entities into logical functional areas to enable the standards to more
clearly define the applicability.

Issues Related to Regional Entities and Reliability Organizations

Because of the transition from voluntary reliability standards to mandatory reliability standards, confusion has
occurred over the distinction between Regional Entities and Regional Reliability Organizations. The regional
councils have traditionally been the owners and members of NERC. They have been referred to as Regional
Reliability Organizations in the Functional Model and in the reliability standards. In an era of voluntary
standards and guides, it was acceptable that a number of the standards included requirements for Regional
Reliability Organizations to develop regional criteria, procedures, and plans, and included requirements for
entities within the region to follow those requirements. Section 215 of the FPA introduced a new term, called
“Regional Entity.” Regional Entities have specific delegated authorities, under agreements with NERC, to
propose and enforce reliability standards within the region, and to perform other functions in support of the
electric reliability organization. The former Regional Reliability Organizations have entered into delegation
agreements with NERC to become Regional Entities for this purpose.

With regard to distinguishing between the terms Regional Reliability Organizations and Regional Entities, the
following guidance should be used. The corporations that provide regional reliability services on behalf of their
members are Regional Reliability Organizations. NERC may delegate to these entities a set of regional entity
functions. The Regional Reliability Organizations perform delegated regional entity functions much like NERC
is the organization that performs the ERO function. Regional Reliability Organizations may do things other
than their statutory or delegated regional entity functions.

With the regions having responsibility for enforcement, it is no longer appropriate for the regions to be named
as responsible entities within the standards. The work plan calls for removing requirements from the standards
that refer to Regional Reliability Organizations, either by deleting the requirements or redirecting the
responsibilities to the most applicable functions in the Functional Model, such as planning coordinators,
reliability coordinators, or resource planners. In instances where a regional standard or criteria are needed, the
ERO may direct the Regional Entities to propose a regional standard in accordance with ERO Rule 312.2,
which states NERC, may “direct regional entities to develop regional reliability standards.” There is no need to
have a NERC standard that directs the regions to develop a regional standard. NERC standards should only
include requirements for Regional Entities in those rare instances where the regions have a specific operational,
planning, or security responsibility. In this case, Regional Entities (or NERC) may be noted as the applicable
entity. However, these Regional Entities (or NERC) are held accountable for compliance to these requirements
through NERC’s rules of procedure that, by delegation agreement, extend to the Regional Entities. The
Regional Entities are not users, owners, or operators of the bulk power system and cannot be held responsible
for compliance through the compliance monitoring and enforcement program. However, NERC and the
Regional Entities can be held by the Commission to be in violation of its rules of procedure for failing to
comply with the standards requirements to which it is assigned.
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Many of the so-called regional “fill-in-the-blank™ standards can be rewritten as North American standards,
without diluting the requirements to a least-common-denominator solution. The “fill-in-the-blank” work plan
included in VVolume 111 of the first edition of the work plan addressed specific examples of standards that will
become North American standards as a result of the projects in this work plan. These have been incorporated in
total in this updated work plan. In those few cases where Regional Entities are required to develop regional
standards, such as in underfrequency load shedding, NERC can direct the regions to propose such standards and
may, if necessary, develop a uniform North American standard to serve as a default.

Issues Related to Ambiguity

Drafting teams should strive to remove all potential ambiguities in the language of each standard, particularly in
the performance requirements. Redundancies should also be eliminated.

Specifically, each performance requirement must be written to include four elements:

e Who — defines which functional entity or entities are responsible for the requirements, including any
narrowing or qualifying limits on the applicability to or of an entity, based on material impact to
reliability.

e Shall do what — describes an action the responsible entity must perform.
e To what outcome — describes the expected, measurable outcome from the action.

e Under what conditions — describes specific conditions under which the action must be performed. If
blank, the action is assumed to be required at all times and under all conditions.

Drafting teams should focus on defining measurable outcomes for each requirement, and not on prescribing how
a requirement is to be met. While being more prescriptive may provide a sense of being more measurable, it
does not add reliability benefits and may be inefficient and restrict innovation.

Issues Related to Technical Adequacy

In May 2006, the Commission Staff issued an assessment on the then proposed reliability standards. The Staff
noted under a “technical adequacy” section that requirements specified in some standards may not be sufficient
to ensure an adequate level of reliability. While Order No. 672 notes that “best practice” may be an
inappropriately high standard, it also warns that a “lowest common denominator” approach will not be
acceptable if it is not sufficient to ensure system reliability.

Each standard should clearly meet the statutory test of providing an adequate level of reliability to the bulk
power system. Each requirement should be evaluated and the bar raised as needed, consistent with good
practice and as supported by consensus.

Issues Related to Compliance Elements

Each reliability standard includes a section to address measures and a section to address compliance. Most of
the major changes made to the template for reliability standards over the past year have been focused on re-
aligning the content of standards to include the various elements needed to support mandatory compliance. The
Uniform Compliance Enforcement Guidelines, ERO Sanctions Guidelines, and Compliance Registry Criteria
have been modified and have been approved by the Commission. As each standard is revised, or as new
standards are developed, drafting teams need to familiarize themselves with these documents to ensure that each
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standard proposed for ballot is in a format that includes all the elements needed to support reliability and to
ensure that the standard can be enforced for compliance.

The compliance-related elements of standards that may need to be modified to meet the latest approved versions
of the various compliance documents noted above include the following:

e Each requirement must have an associated Violation Risk Factor.

NERC is currently working through its Standards Committee to propose a modified model for Violation
Risk Factors that if approved for use by the regulatory authorities will require the inclusion of a project
to re-evaluate existing violation risk factor assignments. A project in support of this initiative is not
expected until late 2009 at the earliest and will be contemplated for the next update of the work plan
when greater certainty on project direction is expected.

e Each requirement must have an associated Time Horizon.

e The term, “Compliance Monitor” has been replaced with the term, “Compliance Enforcement
Authority.” Either the Regional Entity or the ERO may serve as the compliance enforcement authority.
For most standards, the Regional Entity will serve as the compliance enforcement authority. In the
situation where a Regional Entity has authority over a reliability coordinator, for example, the ERO will
serve as the compliance enforcement authority to eliminate any conflict of interest.

e The eight processes used to monitor and enforce compliance have been assigned new names.

o Compliance Audits
Self-Certifications

Spot Checking

Compliance Violation Investigations
Self-Reporting

Periodic Data Submittals

Exception Reporting

o Complaints

O O 0O 0O o oo

e The audit cycles for various entities have been standardized so that the Reliability Coordinator,
Transmission Operator, and Balancing Authority will undergo a routine audit to assess compliance with
each applicable requirement once every three years while all other responsible entities will undergo a
routine audit once every six years.

e Levels of Non-compliance have been replaced with “Violation Severity Levels.”

All requirements are subject to compliance audits, self-certification, spot checking, compliance violation
investigations, self-reporting and complaints. Only a subset of requirements is subject to monitoring through
periodic data submittals and exception reporting.

Measures: While a measure can be used for more than one requirement, there must be at least one measure for
each requirement. A measure states what a responsible entity must have or do to demonstrate compliance to a
third party, i.e., the compliance enforcement authority. Measures are “yardsticks” used to evaluate whether
required performance or outcomes have been achieved. Measures do not add new requirements or expand the
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details of the requirements. Each measure shall be tangible, practical, and objective. A measure should be
written so that achieving full compliance with the measure provides the compliance monitor with the necessary
and sufficient information to demonstrate that the associated requirement was met by the responsible entity.
Each measure should clearly refer to the requirement(s) to which it applies.

Violation Severity Levels: The Violation Severity Levels (formerly known as Levels of Non-Compliance)
indicate how severely an entity violated a requirement. For example, in the Commission-approved standard on
vegetation management (FAC-003-1 Vegetation Management Program), there are three Levels of Non-
Compliance. The levels range from whether or not a respective program has all necessary documentation to
meet the requirements to the number of transmission outages due to tree contacts. Historically, there has been
confusion about Levels of Non-Compliance. Some of the existing Levels of Non-Compliance incorporate
reliability-related risk impacts or consequences. Going forward, the risk or consequences component should be
addressed only by the Violation Risk Factor, while the Violation Severity Levels should only be used to
categorize how badly the requirement was violated.

The Commission directed NERC to submit Violation Severity Levels for each of these 83 standards by March
1, 2008. Project 2007-23 in this updated work plan is the project team tasked with this effort. The drafting
team should indicate a set of Violation Severity Levels that can be applied for the requirements within a
standard. Violation Severity Levels replace the existing Levels of Non-Compliance. The Violation Severity
Levels may be applied for each requirement or combined to cover multiple requirements, as long as it is clearly
embedded within the compliance section of a standard which requirements are included.

Violation Risk Factors: Each drafting team is also instructed to develop a Violation Risk Factor for each
requirement in a standard in accordance with the following definitions:

e High Risk Requirement — A requirement that, if violated, could directly cause or contribute to bulk
power system instability, separation, or a cascading sequence of failures, or could place the bulk power
system at an unacceptable risk of instability, separation, or cascading failures; or a requirement in a
planning time frame that, if violated, could, under emergency, abnormal, or restorative conditions
anticipated by the preparations, directly cause or contribute to bulk power system instability, separation,
or a cascading sequence of failures, or could place the bulk power system at an unacceptable risk of
instability, separation, or cascading failures, or could hinder restoration to a normal condition.

e Medium Risk Requirement — A requirement that, if violated, could directly affect the electrical state
or the capability of the bulk power system, or the ability to effectively monitor and control the bulk
power system. However, violation of a medium risk requirement is unlikely to lead to bulk electric
system instability, separation, or cascading failures; or a requirement in a planning time frame that, if
violated, could, under emergency, abnormal, or restorative conditions anticipated by the preparations,
directly and adversely affect the electrical state or capability of the bulk power system, or the ability to
effectively monitor, control, or restore the bulk power system. However, violation of a medium risk
requirement is unlikely, under emergency, abnormal, or restoration conditions anticipated by the
preparations, to lead to bulk power system instability, separation, or cascading failures, nor to hinder
restoration to a normal condition.

e Lower Risk Requirement — A requirement that is administrative in nature and, a requirement that, if
violated, would not be expected to affect the electrical state or capability of the bulk power system, or
the ability to effectively monitor and control the bulk power system. A requirement that is administrative
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in nature; or a requirement in a planning time frame that, if violated, would not, under the emergency,
abnormal, or restorative conditions anticipated by the preparations, be expected to affect the electrical
state or capability of the bulk power system, or the ability to effectively monitor, control, or restore the
bulk power system.

Time Horizons: The drafting team must also indicate the time horizon available for mitigating a violation to
the requirement:

e Long-term planning — a planning horizon of one year or longer.
e Operations planning — operating and resource plans from day ahead up to and including seasonal.
e Same-day operations — routine actions required within the timeframe of a day, but not real time.

e Real-time operations — actions required within one hour or less to preserve the reliability of the bulk
electric system.

e Operations assessment — follow-up evaluations and reporting of real time operations.

Note that some requirements occur in multiple time horizons, and it is acceptable to have more than one time
horizon for a single requirement.

The drafting team should seek input and review of all measures and compliance information from the
compliance elements drafting team members assigned to support each standard drafting team or from the NERC
compliance staff.

Fill-in-the-Blank Standards

The phrase “fill-in-the-blank” standards have been coined to refer to those standards that require a bulk power
system user, owner, or operator to follow regional criteria that are not part of a NERC Reliability Standard.
These “fill-in-the-blank” standards have been identified and discussed earlier in these comments. The practice
of using “fill-in-the-blank” standards was acceptable historically when standards were voluntary, but not with
standards that are mandatory and enforceable under statutory authority.

NERC recognized this issue early in the process of developing its application to become the ERO. NERC
formed and staffed a program to coordinate the development of regional standards and to address the “fill-in-
the-blank” issue. A team with representation from each region was formed and reviewed these particular
standards to prepare recommendations for a course of action. The action plan and schedule to resolve each
“fill-in-the-blank” standard were provided in VVolume I11 of the original 2007-2009 plan and has been wholly
incorporated into the projects identified in Volume Il of the updated work plan.

There are several possible outcomes with regard to each of these particular standards. The work team
completed a review to verify which standards are in fact “fill-in-the-blank,” i.e., they require the responsible
entity to perform in accordance with regional criteria that are outside the NERC Reliability Standards. There
are several options to address each standard on a case-by-case basis:

September 22, 2008 Page 22 of 56



Analysis Results Recommended Action

Insufficient justification for Replace the standard with a uniform North American standard.

regional differences.

Mandatory enforcement is Direct the regions to develop their regional criteria as consistent

necessary for reliability but regional | standards to be filed with NERC, FERC, and the applicable authorities

differences are justified. in Canada for approval as ERO standards.

Mandatory enforcement is not Retire the NERC standard and allow the regions to maintain voluntary

necessary for reliability. criteria and procedures as needed to coordinate reliability in the region.
No enforcement mechanism is provided under the FPA.

NERC supports the strong preference of the Commission for consistency with regard to regional standards, with
statutory deference for regions organized on an interconnection-wide basis as required by statute. NERC will
work to achieve such consistency and to provide sufficient justification for regional standards or variations to
the NERC standards that are filed for Commission approval.

Coordination with NAESB

Many of the existing NERC standards are related to business practices, although their primary purpose is to
support reliability. Reliability standards, business practices, and commercial interests are inextricably linked.
An example of an existing standard that is both a reliability standard and a business practice is the Transmission
Loading Relief (TLR) Procedure currently used as an interconnection-wide congestion management method in
the Eastern Interconnection.

It would be safe to conclude that every reliability standard has some degree of commercial impact and therefore
impacts competition. The statutory test to be applied by the Commission is whether the reliability standard has
an “undue adverse effect” on competition.

NERC has taken several steps to ensure its reliability standards do not have any undue, adverse impact on
business practices or competition. First, NERC coordinates the development of all standards with the North
American Energy Standards Board (NAESB). In addition to this formal process, drafting teams work with
NAESB groups to ensure effective coordination of wholesale electric business practice standards and reliability
standards. NERC and NAESB follow their procedure for the joint development of standards in areas that have
both reliability and business practice elements. This procedure is being implemented for all standards in which
the reliability and business practice elements are closely related, thereby making joint development a more
efficient approach.

This work plan includes several projects that require close coordination and joint development with NAESB:

Project 2006-07 — Transfer Capabilities — (ATC, TTC, CBM, TRM)
Project 2006-08 — Transmission Loading Relief

Project 2007-05 — Balancing Authority Controls

Project 2007-18 — Reliability Based Control

Project 2008-01 — Voltage and Reactive Control

Project 2008-12 — Coordinate Interchange Standards

Project 2009-03 — Emergency Operations

Project 2010-02 — Connecting New Facilities to the Grid
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To ensure each reliability standard does not have an undue adverse effect on competition, NERC requires that
each standard meet the following criteria:

e Competition — A reliability standard shall not give any market participant an unfair competitive
advantage.

e Market Structures — A reliability standard shall neither mandate nor prohibit any specific market
structure.

e Market Solutions — A reliability standard shall not preclude market solutions to achieve compliance
with that standard.

e Commercially Sensitive Information — A reliability standard shall not require the public disclosure of
commercially sensitive information. All market participants shall have equal opportunity to access
commercially non-sensitive information that is required for compliance with reliability standards.

During the standards development process, each Standards Authorization Request (SAR) drafting team asks the
following question to determine if there is a need to develop a business practice associated with the proposed
standard:

e Are you aware of any associated business practices that we should consider with this SAR?

Each standard drafting team also asks the following question to determine if there is a potential conflict between
a reliability standard and business practice:

e Are you aware of any conflicts between the proposed standard and any regulatory function, rule order,
tariff, rate schedule, legislative requirement, or agreement? If yes, please identify the conflict.

Additional Considerations
Drafting teams should consider the following in reviewing and revising their assigned standards:

e Title: In general, the title should be concise and to the point. Care should be taken not to try to fully
describe a standard through its title. The title should fit a single line in both the header and in the body
of the standard.

e Purpose: Current purpose statements are inconsistent. The purpose should clearly state a benefit to the
industry (value proposition) in fulfilling the requirements. The purpose should not simply state “the
purpose is to develop a standard to...” The purpose should be tied to one or more of the reliability
principles.

e References: A new section (F) has been added to the standards template for a listing of associated
references that support implementation of the standard. Drafting teams may develop or reference
supporting documents and provide a link in this section with approval of the Standards Committee.

e Version histories: Version histories should be expanded to include complete listings of what has been
changed from version to version so that end-users can easily keep track of changes to standards. This
will also serve as a type of audit trail for changes.
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Resource Documents Used
NERC used several references when preparing this plan. These references provide detailed descriptions of the

issues and comments that need to be considered by the drafting teams, which are included in the second volume
of the work plan, as they work on the standards projects defined in the plan. The references include:

e FERC NOPR on Reliability Standards, October 20, 2006.

e FERC Staff Preliminary Assessment of Proposed Reliability Standards, May 11, 2006.

e FERC Order No. 693 Mandatory Reliability standards for the Bulk Power System, March 16, 2007.

e FERC Order No. 693-A Mandatory Reliability Standards for the Bulk Power System, July 19, 2007.

e FERC Order No. 890 Preventing Undue Discrimination and Preference in Transmission Service,
February 16, 2007.

e Comments of the North American Electric Reliability Council and North American Electric Reliability
Corporation on Staff Preliminary Assessment of Reliability Standards, June 26, 2006.

e Comments of the North American Electric Reliability Corporation on Staff Preliminary Assessment of
NERC Standards CIP-002 through CIP-009, February 12, 2007.

e Comments of the North American Electric Reliability Corporation on the Notice of Proposed
Rulemaking for Facilities Design, Connections and Maintenance Reliability standards, September 19,
2007.

e Comments received during the development of Version 0 reliability standards.

e Consideration of comments of the Missing Compliance Elements drafting team.

e Consideration of comments of the Violation Risk Factors drafting team.

e Consideration of comments in the Phase 1111V standards.

e Comments received during industry comment period on work plan.

e (Q&A for Standards and Compliance.
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Appendix A — Summary of Industry Comments

Reliability Standards Development Plan 2009-2011
As of September 16, 2008

Comment 1
Name: David Schiada

Organization: SCE

Standard Title(s): To The NERC Reliability Standards Development Plan

Suggestion or Comment: Southern California Edison Company (“SCE”) hereby submits its comments
on the North American Electric Reliability Corporation’s (“NERC”) annual revision to the NERC Reliability
Standards Development Plan (Plan).

SCE greatly appreciates the work that went into developing the Plan, and commends the NERC for the
extensive overview and depth it provides regarding the development of reliability standards. SCE is
generally supportive of the document and the goals NERC has set for the development of reliability
standards. While the timelines identified in the Plan, like the Plan itself, are dynamic (non-static/ever
changing) and should be used as targets, it should be recognized that timelines may need to be
modified as drafting teams obtain more details on the scope of the projects.

NERC Response:

NERC staff agrees with SCE that that the timeline for any particular project may need to be modified as
the respective drafting team for the project obtains additional details in the process of working on the
project. It is NERC’s goal to develop quality standards in a timeframe that is responsive to industry
needs. It is not the intent of NERC staff to drive standards development projects to meet a particular
schedule unless there is a specific need to meet a specific deadline.

Comment 2
Name: Denise Koehn

Organization: BPA

Project Number(s): 2007-07; 2009-07

Project Title(s): Vegetation Management; Cyber Security

Suggestion or Comment: Both of these projects should be "fast-tracked". All of the covered
standards are the source of intense pressure from FERC and NERC, through the RROs, to the entities.
In light of the importance this pressure implies, these standards should be corrected and perfected as
soon as possible. With respect to FAC-003, there is ambiguity in what requirement to report when you
have a Category 1 violation. Lots of people think they are supposed to report a violation of R3.4.1
when they have a Category 1 outage. The correct interpretation of what actually constitutes a violation
should be clarified in the requirements language. With respect to the CIP standards, these standards
are written in confusing, ambiguous, and conflicting ways that are causing the expenditure of large
amounts of staff time and labor to try to reach agreement on how to meet them. For example, in both
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CIP-004 R2 and CIP-004 R3, there are conflicting provisions to provide training and perform personnel
risk assessments UPON RECEIVING ACCESS as well as ANNUALLY. The relationship between these two
requirements is not identified at all, so a strict interpretation would force an entity to give the training
and perform the personnel risk assessment on the same employee several times a year if that person's
access privileges changed, for example if they moved from internal job to internal job.

NERC Response:
NERC staff agrees with BPA’s suggestion of the importance of Project 2007-07 Vegetation Management
and Project 2009-07 Cyber Security.

Project 2007-07 Vegetation Management is an active project. The standard drafting team for this
project is working hard to bring the project to a close and is on target for completion in the first quarter
of 2009.

With regard to Project 2009-07 Cyber Security, Project 2008-06 Cyber Security Order 706 has been
initiated negating the need for Project 2009-07 Cyber Security. With this 2008 revision of the Reliability
Standards Development Plan, Project 2009-07 Cyber Security is being eliminated and replaced with
Project 2008-06 Cyber Security Order 706. Work on revising CIP standards 002 through 009 is already
underway.

Suggestion or Comment: The NERC Reliability Standards work plan should consider a review of the
need for a standard on Interconnection Operations Services and associated definitions related to
ancillary services addressed in the pro-forma.

Recommendation for improvement: We believe that this review should be a joint NERC/NAESB
project and is necessary due to the modifications that NERC has made in its reliability standards and
definitions. These need to be reflected appropriately in the pro-forma language under the tariff
schedules (Schedules 1 - 6 & 9).

NERC Response:

NERC, as the Electric Reliability Organization, is tasked with establishing measurable criteria for
performance. While Interconnection Operations Services and/or Ancillary Services are products that can
aid in meeting ERO-defined performance objectives, they are not in themselves performance criteria;
however, NERC will coordinate with NAESB to the extent practical in the development of definition of
Interconnection Operations Services and Ancillary Services terms.

Comment 3
Name: Louis Slade

Organization: Dominion Resources Services, Inc.

Project Number(s): 2009-01 and 2009-07

Project Title(s): Disturbance and Sabotage Reporting and Cyber Security

Suggestion or Comment: Given the mood of FERC | suggest to move them into 2009. At the very
least, participants can fully vet reasons for the need to move with due diligence and caution.

NERC Response:

Project 2009-01 Disturbance and Sabotage Reporting is already scheduled to commence in 2009.
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With regard to Project 2009-07 Cyber Security, Project 2008-06 Cyber Security Order 706 has been
initiated negating the need for Project 2009-07 Cyber Security. With this 2008 revision of the Reliability
Standards Development Plan, Project 2009-07 Cyber Security is being eliminated and replaced with
Project 2008-06 Cyber Security Order 706. Work on revising CIP standards 002 through 009 is already
underway.

Suggestion or Comment: Develop timeline for regions to develop *fill-in-the blank' standards.
Currently some regions are doing nothing while others have gone beyond the original 4 standards.
Entities participating in many regions find this inconsistency to be frustrating.

Recommendation for improvement: Develop timeline for the 4 already identified ‘fill-in-the blank®
standards. Develop process that requires region(s) desiring additional regional standards first justify the
need before NERC rather than develop and then submit to NERC hoping for approval.

NERC Response:

NERC standards staff is in regular contact with the individuals at each of the Regional Entities
responsible for developing regional reliability standards. Coordination of the four standards you
reference above is ongoing. In many instances, the Regional Entity has decided to commence work on
the four *fill-in-the blank' standards in order to able to better coordinate the development of the regional
standard with the development of the continent-wide standard. This actually is to the benefit of those
entities in the region affected by the standard.

Each Regional Entity has a FERC-approved regional standard development procedure. Embedded in the
regional standard development process, a region seeking approval of a regional reliability standard must
justify the need for the standard. It is incumbent on those that participate in the regional standards
development process to determine the need to expend resources on developing a standard as they
deem appropriate. Each of the regional standards development procedure mandates a fair and open
process for the development of standards. As such any interested party in the region should have a
voice in which standards development projects are pursued and which standards are not. NERC cannot
require a Regional Entity to justify a regional standard before it is developed.

Comment 4
Name: Jack Kerr

Organization: Dominon Virginia Power

Suggestion or Comment: The Reliability Standards Development Plan should include the
recommendations for new or improved reliability standards documented in the final report of the
RTBPTF. One of the primary directives of the task force was to produce recommendations to inform the
standards setting process. The best way to inform the process is to incorporate the recommendations
into the Reliability Standards Development Plan. Given the enormous amount of work that the Plan
currently entails, it would be reasonable to focus on the higher priority recommendations. These
include the recommendations for mandatory reliability tools (the Reliability Toolbox).

NERC Response:

With this 2008 revision to the Reliability Standards Development Plan, a new project (Project 2009-02
Real-time Tools) has been identified for implementing the identified by the NERC Real-Time Tools Best
Practices Task Force (RTBPTF) and documented in their report titled Real-Time Tools Survey Analysis
and Recommendations and dated March 13, 2008
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Suggestion or Comment: | am willing to assist NERC staff in the effort of prioritizing the
recommendations from the RTBPTF Report and transcribing them into whatever format is appropriate
for the Standards Development Plan.

NERC Response:

Thank you for the offer to assist NERC staff in the effort of prioritizing the recommendations from the
RTBPTF Report; however, the standards drafting team appointed to Project 2009-02 Real-time Tools will
be responsible proposing a priority for implementing the RTBPTF recommendations. Your offer is much
appreciated though.

Comment 5
Name: R. W. Kenyon, J.D., P.E.
Organization: NERC

Reliability Issue: Reliability of Major BES Components

Suggestion or Comment: Develop Reliability Standards covering the application of major equipment
monitoring and diagnostic devices and procedures.

Example: The Reliability Standard would address dissolved gas and moisture sampling processes and
the application on on-line monitoring devices to detect incipient faults within BES major components,
such as EHV transformers. These processes and devices enable the equipment owner to detect evolving
internal faults, allowing corrective action under controlled conditions. In some instances, early warning
of evolving faults can permit field repair of the unit, avoiding a system fault and destruction of a major
piece of equipment. In other circumstances, the warning obtained permits the equipment owner to
monitor the situation and to schedule unit replacement in a deliberate, controlled manner. Again,
occurrence of a major system fault and unscheduled loss of a major unit can be avoided. Obviously,
such measures can contribute significantly to reliability of the Bulk Electric System.

Recommendation for improvement: Ideally, the envisioned standard would make the application of
this technology mandatory for classes of critical equipment, with EHV transformers and shunt reactors
an obvious example. Similar diagnostic approaches should be taken on critical EHV and/or major
generator Gas Insulated Switchgear. The general approach could follow PRC-005, where the owner
must have a system, but particulars are left to the equipment owner. The standard could extend to
other equipment condition monitoring such as Doble testing.

In many instances, equipment owners already recognize the value of major equipment monitoring and
have equipment and/or procedures in place addressing this technology. However, there is far less
assurance that monitoring equipment is properly maintained, that scheduled routine sampling is being
fully performed, and that full use is being made of data obtained. Again, as with the Protective Relay
Standard PRC-005, the standard would contribute to insuring that equipment owners indeed have a
program addressing this technology and are indeed following their program. In other instances,
equipment owners without such equipment might be obligated to establish a monitoring program.

NERC Response:

Because of your suggestion, a new project (2011-01 Equipment Monitoring and Diagnostic Devices) has
been added to this 2008 revision of the Reliability Standards Development Plan to consider the
development Reliability Standard(s) covering the application of major equipment monitoring and
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diagnostic devices and procedures.

Comment 6
Name: Charlie Deleon

Organization: NRG

Reliability Issue: TLR procedures are not where they need to be today to promote a healthy, reliable,
and fair transmission system.

Suggestion or Comment: NERC has acknowledged that improvements need to be made to the TLR
process and that the Interchange Distribution Calculator (IDC) used by Reliability Coordinators is not
sufficient to show actual system use. The serious increase in number and excessive use of TLR Level 5's
in certain areas of the eastern interconnect result in reduced system reliability. NERC must take action
to revise its TLR standards to address these issues.

Flaws in the IDC calculator lead to flaws in the curtailments and NNL relief obligations relied upon by
Reliability Coordinators to ensure the integrity of the transmission system. The IDC calculator does not
include real time data while modeling load uses. The IDC calculator, while looking at interchange
transactions (i.e., transaction where the source and the sink are in different balancing authorities)
correctly, does not properly reflect internal transactions (i.e., transactions where the source and sink
are in the same balancing authority). This allows firm transactions to be cut on a constrained flowgate
before non-firm transactions.

These issues are making it extremely difficult for Balancing Authorities to reliably manage their systems
and plan for emergencies.

Example: For example, a single IPP located in Balancing Authority A and simultaneously selling firm
power into Balancing Authority B and non-firm power to Balancing Authority B could have its firm
transmission to Balancing Authority B curtailed by the IDC, while the non-firm transmission into
Balancing Authority A would remain intact. This is true even if the transactions flowed across the same
constrained flowgate because the internal Balancing Authority A schedule would not be considered by
the IDC. Further, since every transaction in or out of the Balancing Authority B is considered
interchange transactions, the IDC evaluates each Balancing Authority B firm transmission transactions
for curtailment. Internal purchases by Balancing Authority A, however, are not subject to the same
rigorous curtailment analysis.

Recommendation for improvement: The IDC needs to be modified to take into account real time
topology. Due to the lack of any requirement to update input information, the IDC uses static
information that does not reflect real time operations resulting IDC calculations which determine
flowgate relief being incorrect since they are solving for constraints based on a transmission topology
which differs from real time system topology. Also, the IDC does not properly capture and reflect
internal schedules. The impacts on the flowgate are not considered by the IDC even though they could
have a significant impact on the constraint. The result is that entities engaging in interchange
transactions bear a disproportionate share of the system’s reliability obligations.

The current TLR process allows non-firm transactions with a TDF of less than 5% to continue to flow.
All contributing non-firm transactions should be curtailed first

NERC with input from the industry needs to address the flaws in the current process today that are
threatening system reliability.

September 22, 2008 Page 30 of 56



NERC Response:

NERC has received a SAR related to these same concerns. The SAR was jointly submitted by the
Midwest 1SO, PJM, and SPP, and is titled "Parallel Flow Visualization/Mitigation for Reliability
Coordinators in the Eastern Interconnection.” NERC suggests that these comments be submitted as
part of the standards development process associated with the SAR once it is posted for industry
comment.

Comment 7
Name: Patrick Brown

Organization: PJM

Reliability Issue: Reliability Standards Development Plan 2008-2010

Suggestion or Comment: PJM commends the NERC staff and industry contributors that put many
hours of work into the development and revision of the Reliability Standards Development Plan: 2008-
2010. Such efforts are greatly appreciated, and are key to guiding the work necessary in enhancing and
ensuring the reliability of the bulk electric system. However, PJM is concerned with the scope and
number of projects contained in the Reliability Standards Development Plan: 2008-2010. The plan
contains 36 Standards Development Projects, provision for 6 high priority projects and up to 17
requests for formal interpretations of existing standard requirements in 2008 & 2009. With up to 9
standards included in each project, this presents an impressive undertaking that will tax not only
NERC's resources, but that of the rest of the industry as well. With up to 15 industry representatives on
each project, in addition to the need for thorough review and analysis of each recommended change,
the limited NERC staff and industry resources will not be able to effectively support this large number of
projects. This lack of resources, as well as unexpected delays in projects initiated in previous years, has
already resulted in a number of projects being carried over into subsequent years. In addition to the
increase in the overall number of projects, the current plan has also expanded the scope of work within
each project to include a number of additions and modifications. Although this expansion is based in
part on FERC directives emphasizing the urgency of the development of reliability standards, PJIM does
not believe that the work plan recognizes the reality of limited staff and industry resources to complete
the projects as outlined in the current version of the plan. PJM recommends that NERC reevaluate its
plan and develop a smaller list of priority projects that will yield the greatest impact to the reliability of
the bulk electric system. This will allow NERC and the industry to address FERC and industry concerns
regarding the reliability and security of the system while at the same time effectively managing the
standards development work load. PJM also believes that the development of violation risk factors
needs to be done in a uniform manner across all standards. NERC, with industry and regulatory input,
should develop a well defined process for the development of VRF’s to ensure this uniformity.

PJM fully supports NERC coordination with NAESB. However, the development of NERC Reliability

Standards should be closely monitored to ensure that all requirements related to business practices are
developed under NAESB Standards rather than being included in the NERC Standards. A good example
is the MOD standards, where the frequency of AFC and ATC calculations, an obvious business practice,
was included in a NERC Reliability Standard. Again, PIM commends the NERC staff and industry
contributors for their efforts in compiling a comprehensive work plan. We believe that the suggestions
we have provided above will enhance the good work that has already been done, and help to ensure the
security and reliability of the bulk electric system.

NERC Response:

NERC appreciates the industry resources necessary for the development of quality standards and is
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cognizant of the fact that industry resources are not limitless. NERC staff coordinates all standards
development activities through the NERC Standards Committee whose membership consists of industry
representatives. In compliance with the NERC Reliability Standards Development Procedure, the
Standards Committee manages the NERC standards development process to achieve broad bulk power
system reliability goals for the industry. The Standards Committee protects the integrity and credibility
of the standards development process. NERC staff facilitation of the standards development process in
coordination with the Standards Committee takes into consideration the potential impact on industry
resources when planning standards related projects and activities. Specific comments in how this
Reliability Standards Development Plan could be modified to more effectively use industry resources are
welcome.

With respect to the development of VRFs, the Process Subcommittee of the Standards Committee has
taken on the responsibility of documenting how drafting teams should address Violation Risk Factors.

With respect to the coordination with NASBE, NERC coordinates with NAESB on a regular basis. Andy
Rodriquez is NERC’s Manager of Business Practice Coordination and is responsible to, among other
things, ensure that coordination with NAESB takes place in the development of standards. Additionally,
during this 2008 revision to the Reliability Standards Development Plan, NERC received comments from
the NAESB Wholesale Electric Quadrant (WEQ) Standards Review Subcommittee and incorporated
received comments into the revised version of Volume Il of the plan.

Comment 8
Name: Mark L Bennett

Organization: Gainesville Regional Utilities

Suggestion or Comment: My comment is more of a global observation. Of all the North American
entities that are doing their best to accommodate the ever-changing standards and interpretation of the
standards, it would be my suggestion to review and enforce what presently exists and ensure that all
the standards are clear and unambiguous. Which | believe has taken place for the most part. In
addition, | believe it is time to “resist implementing and developing new standards" until the industry
catches up with all the changes that have taken place in recent years. Staffing has become a major
issue with some of the smaller entities as to understanding and responding to the extreme amount of
data and time required to ensure that all the standards are met within specific time frames.

Recommendation for improvement: Give the industry time to adapt to the changes that have taken
place in the recent past.

NERC Response:

NERC appreciates the amount of industry resources necessary for the development of quality standards
and is cognizant of the fact that industry resources are not limitless. NERC staff coordinates all
standards development activities through the NERC Standards Committee whose membership consists
of industry representatives. In compliance with the NERC Reliability Standards Development Procedure,
the Standards Committee manages the NERC standards development process to achieve broad bulk
power system reliability goals for the industry. The Standards Committee protects the integrity and
credibility of the standards development process. NERC staff facilitation of the standards development
process in coordination with the Standards Committee takes into consideration the potential impact on
industry resources when planning standards related projects and activities. Specific comments in how
this Reliability Standards Development Plan could be modified to more effectively use industry resources
are welcome.
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Comment 9
Name: Guy Zito
Organization: NPCC

Suggestion or Comment: The comments provided are to provide guidance for the 2009-2011 plan.
We understand that a draft version has already been made, but is not yet available. The solicitation of
comments should have been a precursor to its drafting, or should have been posted after its release to
allow for comment on the document itself.

The following comments are on the 2008-2010 Work Plan and it is envisioned that the new work plan
will address these.

In the Volume | Table of Contents the page number for Appendix A is incorrect (it is shown as page 1).

Volume | should be entitled Work Plan--remove the reference to schedule. Appendix A in Volume I
have an overall "general" work plan for the projects. Move this general work schedule as a lead
document to Volume Il Project Descriptions for Long Range Plan, and then with each project include a
detailed work plan that specifies dates for the drafting teams to achieve milestones. This will allow for
more accurate and accountable project management.

Throughout the document Volume 11 is referred to as Appendix B. Suggest that the Appendix B
designation be removed.

NERC Response:

Your suggestions have been incorporated into this 2008 revision to the Reliability Standards
Development Plan.

Recommendation for improvement: Due to the ever increasing number of standards and projects
and the aggressive schedule with which NERC has to address FERC comments, the RSC believes it is of
vital importance that the individual drafting team develops, and adheres to the extent possible,
milestones and goals and their associated deliverable dates. This will be of great benefit to the ever
constrained resources of the industry and assist with the drafting efforts as well as make it easier and
transparent to an organization if they want to participate in a drafting team effort.

It has proven very problematic to coordinate the development of Regional standards with the ERO
standards if the drafting teams are allowed to work to their own schedules and not respect the timelines
given or at least to develop their own schedules and publish them for the industry and update those
schedules as issues such as voluminous comments to postings occur.

NERC Response:

NERC appreciates NPCC’s comments relative to the development and adherence to milestones and goals
to the extent possible. We are continually looking for ways to improve the accuracy of our projects
schedules but due to the vast number of variables out of the direct control of NERC staff, it is very
difficult to develop accurate project schedules. It is NERC’s goal to develop quality standards in a
timeframe that is responsive to industry needs. It is not the intent of NERC staff to drive standards
development projects to meet a particular schedule unless there is a specific need to meet a specific
deadline.
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Comment 10
Name: Patricia Metro

Organization: NRECA

Suggestion or Comment: “Roles and Responsibilities: Standards Drafting Team Activities” guideline

Additional information: NRECA stresses the importance of completing the “Roles and
Responsibilities: Standards Drafting Team Activities” guideline. Clearly defined roles and responsibilities
for the Standards Committee, Standard Drafting Team Members, NERC Staff and Regulatory Staff will
expedite the Standards Development Process enabling the completion of more projects included in the
Standards Development Plan.

NERC Response:

NERC appreciates NRECA’'s comments relative to the importance of completing the “Roles and
Responsibilities: Standards Drafting Team Activities” guideline. NERC staff is working to finalize the
guidelines in coordination with industry and regulatory authority input.

Reliability Issue: # of projects and associated timelines

Suggestion or Comment: NRECA is concerned there is an unrealistic expectation that the projects
included in the existing Standards Development Plan can be completed in the timeline provided for
those projects. Because of this, it is imperative that the projects be prioritized with deadlines that are
feasible for completion.

NERC Response:

NERC is continually looking for ways to improve the accuracy of our projects schedules but due to the
vast number of variables out of the direct control of NERC staff, it is very difficult to develop accurate
project schedules. It is NERC’s goal to develop quality standards in a timeframe that is responsive to
industry needs. It is not the intent of NERC staff to drive standards development projects to meet a
particular schedule unless there is a specific need to meet a specific deadline. Specific comments in how
this Reliability Standards Development Plan could be modified to more effectively use industry resources
are welcome.

Comment 11
Name: Roman Carter

Organization: SOCO

Suggestion or Comment: 1. Work Plan Description (page 8) and Strategy for Project Resources (page
12): We agree that NERC's Plan should recognize the reality of limited staff and industry manpower
resources available to complete the scheduled projects within the allotted time frame. The Plan suggests
that NERC also recognizes the ongoing development of regional standards and the unexpected influx of
interpretation requests from industry that have adversely impacted the deliverables in the plan and
resulted in four projects being deferred to 2009. Based on the NERC Standards Under Development
website, there are currently 37 projects under development, out for comment, or seeking interpretation.
Given that industry utilizes a limited set of existing experienced personnel to comment on these projects
and that these people have other job responsibilities critical to the reliability of the bulk power system,
the time required to monitor standards development documentation, participate in standards
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development meetings, and prepare comments on the standards puts a tremendous burden on the
limited number of personnel that have the necessary expertise and on industry as a whole. While we
concur with postponing work on four projects, we believe that further prioritization is required and that
actions should be taken to bring the number of standards being developed at any given time in line with
available NERC and industry personnel resources. It is not clear exactly how to balance manpower
limitations against perceived critical reliability issues, but this balance must be maintained in order to
ensure the quality and effectiveness of the reliability standards being developed.

2. Issues Related to the Applicability of a Standard (page 18): The 3-year plan should provide more
guidance as to who can be held accountable for NERC standards. For example, in paragraph 3 of page
18, the Plan describes how a DP is held accountable even though they own and operate facilities in the
local distribution of electrical energy. Since they perform functions affecting and essential to the
reliability of the bulk power system, they are accountable for certain reliability standards. What about
entities such as a Regional Entity who perform a function such as the IA. By registering as the IA, they
coordinate the transfer power across the bulk power system. Can the Regional Entity be penalized for
non-compliance even though they are not owners, users, or operators of the bulk power system?

3. Coordination with NAESB (page 25): The plan mentions that NERC coordinates the development of all
standards with NAESB and the 1SO/RTO Council through a memorandum of understanding and through
the Joint Interface Committee (JIC). NERC no longer lists the JIC as a committee on their Website. Has
this committee been dissolved and replaced with some other group to carry out this function?

NERC Response:

1) NERC appreciates the amount of industry resources necessary for the development of quality
standards and is cognizant of the fact that industry resources are not limitless. NERC staff
coordinates all standards development activities through the NERC Standards Committee whose
membership consists of industry representatives. In compliance with the NERC Reliability Standards
Development Procedure, the Standards Committee manages the NERC standards development
process to achieve broad bulk power system reliability goals for the industry. The Standards
Committee protects the integrity and credibility of the standards development process. NERC staff
facilitation of the standards development process in coordination with the Standards Committee
takes into consideration the potential impact on industry resources when planning standards related
projects and activities. Specific comments in how this Reliability Standards Development Plan could
be modified to more effectively use industry resources are welcome.

2) Each standard drafting team assigned to a project is charged to review, among other things, the
applicability of the standards, and in particular each requirement of each of the standards
associated with the project. In determining the applicability of each standard and the requirements
within a standard, the drafting team should follow the definitions provided in the NERC Glossary of
Terms Used in Reliability Standards and should also be guided by the Functional Model. With
respect to your specific example of IA functionality, Project 2008-12 Coordinate Interchange
Standards has been initiated to, among other things, revise the set of Coordinate Interchange
standards to ensure that each requirement is assigned to an owner, operator, or user of the bulk
power system, and not to a tool used to coordinate interchange.

3) Yes the NAESB Joint Interface Committee has been dissolved. The ISO/RTO council is recognized by
both NERC and NAESB and therefore is able to offer its opinions and suggestions to both
organizations.

September 22, 2008 Page 35 of 56


http://www.nerc.com/filez/standards/Project2008-12_Coordinate_Interchange_Stds_Modifications.html
http://www.nerc.com/filez/standards/Project2008-12_Coordinate_Interchange_Stds_Modifications.html

Comment 12
Name: Terry Bilke

Organization: Midwest I1SO

Suggestion or Comment:

We appreciate the effort that has gone into the development of the current standards and also the
opportunity to comment. Our primary recommendations for the Standards Development Plan are to:
Vet, clarify, and simplify definitions of VRFs and VSLs.

o Develop a standards database.

¢ Resolve incorrect functional model assignments from VO

e Implement a plan to simplify and clarify the standards.

Vet, clarify and simplify definitions of VRFs and VSLs

The Violation Risk Factor (VRF) definitions were never vetted through the stakeholder process and may
not truly align with risk. The process used for the initial assignment of VRFs appears to reflect
perceived importance more than a true assessment of risk. Drafting teams, who often have great
personal investment in a standard, appear to be heavily weighting risk factors. As noted in the NERC
Reliability Criteria and Operating Limits Concepts document, risk includes both probability and impact
components. Accident theory notes the relationship between high-risk to medium-risk to low-risk
events should follow a pyramid distribution. The actual distribution of assigned VRF looks more like an
inverted pyramid as drafting teams, NERC staff, and then the FERC sequentially tend to escalate
assigned VRFs.

Violation Severity Levels (VSL) are another compliance element that did not go though a full industry
vetting. There has been no process to assess the norms of performance and create the scales to apply
the four levels (lower, moderate, high, severe). In addition, most requirements in the standards are
attribute (yes-no) requirements. Is it appropriate to assume a “Severe” VSL for failure of any and all
yes-no requirements?

Develop a Standards Database

We believe it is important for NERC to develop a database that is a mirror of and companion to the
standards.

First, it is nearly impossible for a given entity to accurately identify every requirement and reference to
that entity in the standards. There are requirements that give a specific functional entity a role, even
though it is not identified as an applicable entity in the respective standard. Also, the sheer number of
requirements means obligations will likely slip through the cracks.

Such a database would enable standards improvements. Comments could be easily captured on specific
requirements (redundancy, ambiguity, informal and formal interpretations, etc.).

Resolve Incorrect Functional Model Assignments from VO

Planning Authority
There are over 100 references in the standards to the Planning Authority. Many requirements regarding
this function are written as:

¢ the planning authority and the transmission planner will...

e the planning authority or the transmission planner will...

So either both the Planning Authority and the Transmission Planner are responsible for something or
one or the other (not clear which) are responsible. This double / optional responsibility is not in line
with accountability concepts.

The functional model has changed since the original VO assignment of Planning Authority obligations.
Just renaming the Planning Authority to Planning Coordinator in the standards as some have proposed
will not fix the problem. The entities that are performing the closest thing to the Planning Authority
function are the 1SOs/RTOs, very large Transmission Operators, or the Regions where 1SOs and RTOs
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don’t exist. Rather than asking these capstone entities to duplicate everything done by the local
planner, the planning authority requirements should be restricted to wide-area coordinating functions.
The fine-tuning of responsibilities in a given region or planning area can be identified via a joint-
registration process.

Interchange Authority

We believe most of the Interchange Authority (1A) requirements should be retired. All of the
requirements applicable to the IA (except CIP) were tagging process steps in Policy 3 that were
converted to IA requirements in the VO effort. There is not a common understanding of what the IA is.
Since these are tagging process steps and tagging tools aren’t users, owners, or operators, the
requirements should be retired or moved to an informational document.

There is a current SAR on the INT standards. If this SAR corrects the 1A problem, this suggestion could
be removed from future versions of the plan.

Implement a Plan to Simplify and Clarify the Standards

Given the time available, the VO process did a good job of converting the prior policies to the functional
model. As part of the Version 0 effort, there was a conscious decision to include supporting information
into the standard itself. At face value it is a good idea to have all this information all in one place.
However, now there is a great deal of explanatory material in the standards that is formatted to appear
as requirements. In reality, many of the “R”s used to label requirements in the VO and subsequent
standards are more precisely paragraph numbers than they are true requirements. We are now trying
to figure out how to measure and apply risk to all the sentences that are really just supporting text.

A simple example is the DCS. The true core requirement is to recover from all reportable events in 15
minutes. The rest of the Rs are an explanation of what that means, how it's handled in a Reserve
Sharing Group and also the procedural reporting items. However, we are now moving down a path to
assign measures and sanctions to 20 different things in this standard.

NERC and the industry should go through a process to identify those true core requirements that
directly contribute to reliability.

NERC Response:
Vet, clarify, and simplify definitions of VRFs and VSLs.

The Process Subcommittee of the Standards Committee is currently addressing the issue you raise
above relative to Violation Risk Factors (VRFs). With respect to Violation Severity Levels (VSLs), the
Federal Energy Regulatory Commission (FERC) issued an order on June 19, 2008 relative to VSLs for
which NERC has sought clarification and rehearing. Once FERC responds to NERC’s request, a definitive
plan will be developed relative to the issues you raise above regarding VSLs.

Develop a standards database.

NERC is working with a vendor to develop the database requested. The initial phase of this effort will
focus on the database to support the compliance administration function and is anticipated to be
completed by the end of 2008. The next phase of the effort will focus on the development of the user
interface that will permit the user-guided content you suggest.

Resolve incorrect functional model assignments from VO

Each standard drafting team assigned to a project is charged to review, among other things, the
applicability of the standards, and in particular each requirement of each of the standards associated
with the project. In determining the applicability of each standard and the requirements within a
standard, the drafting team should follow the definitions provided in the NERC Glossary of Terms Used
in Reliability Standards and should also be guided by the Functional Model. As each standard with
applicability to Planning Authority is revised, we encourage you to participate in the development of
such standards to help elevate the problem articulated above. In addition, version 5 of the Functional
Model is working on addressing the very issues you raise above relative to the Planning Authority.
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With regard to comments related to the Interchange Authority, the SAR you refer to relates to Project
2008-12 Coordinate Interchange Standards. Project 2008-12 Coordinate Interchange Standards has
been initiated to, among other things, revise the set of Coordinate Interchange standards to ensure that
each requirement is assigned to an owner, operator or user of the bulk power system, and not to a tool
used to coordinate interchange.

Implement a plan to simplify and clarify the standards.

The intent of this Reliability Standards Development Plan is to do just that, simplify and clarify
standards. NERC does not write standards independent of industry participation. In the end it is the
industry that actually ballots and approves reliability standards. NERC encourages and welcomes
industry participation in the development of standards to achieve the simplification and clarification of
each and every standard as you suggest. In the course of implementing the projects in this standards
development plan, every NERC standard will be open to review at some point in time. As such, every
standard and requirement will receive the attention you suggest in your comments above.

Comment 13
Name: Ed Skiba
Organization: NAESB Wholesale Electric Quadrant (WEQ) Standards Review Subcommittee

Project Number(s): 2006-07, 2006-08, 2007-05, 2007-18, 2008-01, 2008-03, 2009-02, 2009-03

Project Title(s): Transfer Capabilities, Transmission Loading Relief, Balancing Authority Controls,
Reliability Based Control, Voltage and Reactive Control, Emergency Operations, Connecting New
Facilities to the Grid, Interchange Information.

Suggestion or Comment:

The NAESB Wholesale Electric Quadrant Standards Review Subcommittee (SRS) commends the NERC
staff and industry contributors that put many hours of work into the development and revision of the
Reliability Standards Development Plan: 2008-2010. Such efforts are greatly appreciated, and are key
to guiding the work necessary in enhancing and ensuring the reliability of the bulk electric system.

The SRS conducted an analysis of the work plan in order to identify those projects contained in the
NERC Reliability Standards Development Plan that may be appropriate for the industry, through NAESB,
to develop parallel and complementary business practices.

Each project contained in the NERC Reliability Standards Development Plan 2008-2010, Volume |11, was
reviewed for potential NAESB input and development. Below are the NERC projects that may be
appropriate for the development of NAESB business practices.

Project 2006-07: Transfer Capabilities

Related NAESB WEQ Projects:
Annual Plan Item 2.a
Annual Plan Item 2.b
Annual Plan Item 2.c

Justification for NAESB consideration:
FERC Order 890
Industry recommendations

SRS Recommendation:

September 22, 2008 Page 38 of 56


http://www.nerc.com/filez/standards/Project2008-12_Coordinate_Interchange_Stds_Modifications.html

No further SRS action required. This project is already covered by current NAESB WEQ projects.
Coordination between NERC & NAESB is in progress.

Project 2006-08: Transmission Loading Relief

Related NAESB WEQ Projects:
Annual Plan Item 1.a.ii
Annual Plan Item 1.d

Annual Plan Item 2.b.vi

Justification for NAESB consideration:
FERC Order 890

SRS Recommendation:

This project is already covered by current NAESB WEQ projects. NERC should take into
consideration WEQ Annual Plan Item 1.d in the development of the NERC Standard. Coordination
between NERC and NAESB is in progress.

Project 2007-05: Balancing Authority Controls

Related NAESB WEQ Projects:
Annual Plan Item 1

Annual Plan Item 6.b
Provisional Item 5

Justification for NAESB consideration:
FERC Order 693
Project Description

SRS Recommendation:

During initial discussions (REF: Rae McQuade’s letter to Gerry Adamski dated February 11,
2008), there was no identified need for business practices related to this project. NERC should
point out any areas where they see a need for a business practice. This should be coordinated
with the WEQ on current project Annual Plan Item 6.b.

Project 2007-18: Reliability Based Control
Related NAESB WEQ Projects:
Annual Plan Item 1

Justification for NAESB consideration:
WEQ SRS analysis

SRS Recommendation:
The WEQ SRS has referred this to the JISWG for consideration.

Project 2008-01: Voltage and Reactive Control

Related NAESB WEQ Projects:
Annual Plan Item 1

Justification for NAESB consideration:
Industry recommendations
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SRS Recommendation:

This project may need NAESB attention in the future. The WEQ SRS will place this on its watch
list. The SRS wishes to know if this is still an active NERC project, as it is not included on their
Standards under Development list.

Project 2008-03: Emergency Operations
Related NAESB WEQ Projects:
Annual Plan Item 1

Justification for NAESB consideration:
WEQ SRS analysis
Industry recommendations

SRS recommendation:
See project 2007-18 above

Project 2009-02: Connecting New Facilities to the Grid
Related NAESB WEQ Projects:
Annual Plan Item 1

Justification for NAESB consideration:
Industry recommendations

SRS Recommendation:
The WEQ SRS will add this project to its watch list.

Project 2009-03: Interchange Information

Related NAESB WEQ Projects:
Annual Plan Item 1
Annual Plan Item 3

Justification for NAESB consideration:
Industry recommendations

SRS Recommendation:
The WEQ SRS will coordinate with the JISWG on this project.

NERC Response:

Your suggestions have been incorporated into this revision to the Reliability Standards Development
Plan.

Suggestion or Comment:

Project: Better align definitions and terms between NERC & NAESB.

SRS Recommendation:

NAESB should coordinate with NERC in aligning terms and definitions between the two organizations.

Again, the SRS commends the NERC staff and industry contributors for their efforts in compiling a
comprehensive work plan. We believe that the suggestions we have provided above will enhance the
good work that has already been done, and help to ensure the security and reliability of the bulk electric
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system.

NERC Response:

NERC staff has reviewed the terms used by both NERC and NAESB and agree the terms should be
"consistent” (not necessarily "identical™). The following standard drafting teams will be asked to review
the indicated terms and change as needed as part of their assignment:

Project 2006-07 Transfer Capabilities (ATC/TTC/CBM/TRM):
Firm Transmission Service
Network Integration Transmission Service
Non-Firm Transmission Service
Open Access Same-time Information System
Point-to-Point Transmission Service
Transmission Customer

Project 2006-08 Transmission Loading Relief:
Reallocation

Project 2007-05 Balancing Authority Controls:
Frequency Bias Setting
Time Error
Time Error Correction

Project 2008-12 Coordinate Interchange Standards:
Interchange Schedule
Interchange Transaction
Interchange Transaction Tag (Tag)
Request for Interchange
Source BA
Sink BA

Comment 14
Name: Larry Kezele

Organization: NERC Real-time Tools Best Practices Task Force

Suggestion or Comment:

See Attachment 1 to this Appendix A for a summary of the Real-time Tools Best Practices Task Report
recommendations for new or revisions to existing reliability standards. The task force report is available
at http://www.nerc.com/filez/rtbptf.html.

NERC Response:

Because of your suggestion, a new project (2009-02 Real-time Tools) has been added to this revision of
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the Reliability Standards Development Plan to implement certain recommendations of the RTBPTF’s
identified in their report titled Real-Time Tools Survey Analysis and Recommendations dated March 13,
2008.

Comment 15
Name: Suzanna Strangmeier, on behalf of the Standards Interface Subcommittee (SIS)

Organization: NERC Compliance Element Drafting Resource Pool

Standard Number(s): PER-004-2

Standard Title(s): Reliability Coordination -- Staffing

Element(s) (i.e., Requirement R1.2., Measure M2., etc.): R1. and its VSLs, R2. and its VSLs

Suggestion or Comment: R1. Comments:

This requirement (staffed by trained and certified operators 24/7) — this requirement is currently set up
as a binary requirement.

The issue with this requirement is that it is possible that an operator may be certified but has not met
all of his/her training requirements for a given period of time (proposed PER-005 R3), or not have a
training program in place that meets training program requirements (proposed PER-005 R1 - systematic
approach).

This CEDRP believes that this requirement is in need of further clarification from a compliance
perspective to address the “trained” issue; in addition how is a violation is determined and counted?
(E.g. is one hour without a certified operator that same as one shift? If a shift crosses a day’s boundary
(1800 to 0600) is that a single violation or two violations of this requirement). The CEDRP believes as
currently written this requirement will be subject to multiple regional entity interpretations.

R2. Comments:

As currently written the CEDRP does not believe that this requirement is measurable, an objective VSL
cannot be written.

Recommendation for improvement: R1. VSL Comments

CEDRP Proposed Lower VSL:The position has been staffed with a NERC Certified operator with 29 hours
and less than 32 hours of emergency operation training over the last 12 months.

CEDRP Proposed Moderate VSL: The position has been staffed with a NERC Certified operator with 26
hours and less than 29 hours of emergency operation training over the last 12 months.

CEDRP Proposed High VSL:The position has been staffed with a NERC Certified operator with 22 hours
and less than 26 hours of emergency operation training over the last 12 months.

CEDRP Proposed Severe VSL:The position has been staffed with a NERC Certified operator with 22 hours
and less than 26 hours of emergency operation training over the last 12 months.

OR

The responsible entity has failed to be staffed with adequately trained and NERC-certified Reliability
Coordinator operators, 24 hours per day, seven days per week.

R2. VSL Comments
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As currently written the CEDRP does not believe that this requirement is measurable, an objective VSL
cannot be written for Lower, Moderate, High, or Severe VSLs.

Reliability Issue: ensuring adequate staffing of trained and certified personnel for real-time
operations

Suggestion or Comment: or R1., clarification on two items 1) the meaning of training versus
certification, since an individual may be certified yet not have completed training for a given timeframe,
and 2) to identify what constitutes violation timeframes, one hour versus a shift, and the boundaries of
the timeframes where real-time shifts may include a spread over two days (1800-0600).

Recommendation for improvement: Provide additional, concrete language (numbers, or other
qualifications) to clarify the meaning behind the general around-the-clock operations with respect to
variations between staffing schedules hours/shifts, and the information needed to know how to identify
clearly a violation.

Project Number(s): Project 2006-01, however, it will fall under Project 2006-06

Project Title(s): System Personnel Training, but will fall under Reliability Coordination

Suggestion or Comment: Some form of R1 is needed, and if R2 is deleted through modifications
(additions or retirements) to this and related standards, this standard should be OK.

NERC Response:

Thank you for your comments. Similar comments were submitted to the drafting team for Project 2006-
01 System Personnel Training and were addressed as part of the standards development process for
that project.

Comment 16
Name: Patrick Brown

Organization: PJM Interconnection

Reliability Issue: Reliability Standards Development Plan 2009-2011

Suggestion or Comment: PJIM commends the NERC staff and industry contributors that put many
hours of work into the development of the Reliability Standards Development Plan: 2009-2011. Such
efforts are greatly appreciated, and are key to guiding the work necessary in enhancing and ensuring
the reliability of the bulk electric system.

Although PJM continues to have concerns regarding the overall number of projects contained in the
Reliability Standards Development Plan, as well as the expanded scope of work within each project, we
believe that the additional realignment of projects between years will help ensure that those projects
having the greatest impact on reliability in the near-term will be given a higher priority. We continue to
caution that, as part of the standards development process, we must continue to be sensitive to the
resources required, and available, to successfully complete these projects.

PJM continues to fully support NERC’s coordination with NAESB. PJM believes that NERC's inclusion of
the NAESB Wholesale Electric Quadrant Standards Review Subcommittee’s recommendations in the
NERC Standards Development Plan will serve to better coordinate the efforts between the two
organizations.
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Again, PJM commends the NERC staff and industry contributors for their efforts in compiling a
comprehensive work plan. We believe that the Plan in its current form will continue to enhance the
good work that has already been done, and help to ensure the security and reliability of the bulk electric
system.

NERC Response:

Thank you for your kind comments. It is essential for NERC and the industry to work closely together to
develop reliability standards that will provide an adequate level of reliability for the North American bulk
power system.

Comment 17
Name: Terry Bilke

Organization: Midwest 1SO

Reliability Issue: Reliability Standards Development Plan 2009-2011

Suggestion or Comment: We appreciate all the work that has gone into the development plan. Please
see Comment 12 in Appendix A of the current development plan. We believe these recommendations
are critical to provide clearer standards that will let entities focus on what is important to reliability. We
would offer one additional suggestion. It would be helpful if NERC could quantify and keep track of the
standards effort in the following categories: 1. Originally forecasted projects, 2. New industry-requested
standards and projects, and 3. Regulatory directed initiatives and re-work of filed standards. We
believe this is important information to better forecast required resources for future development plans
and the budgets to support them.

NERC Response:

Thank you for the constructive comments and recommendations. Comment 12 is addressed separately
above. With respect to your recommendations regarding the tracking of the many standards
development projects, we are always seeking better ways to communicate the progress of standards
projects with industry and we will keep your recommendations in mind going forward.

Comment 18
Name: Jack Cashin/Barry Green

Organization: EPSA

Reliability Issue: Reliability Standards Development Plan 2009-2011

Suggestion or Comment: The Development Plan should also include a review of the applicability of
the TO and TOP standards to Generators, where particular generators have a radial line that extends
from their plant to a bulk electric system substation and have been asked by their respective Regional
Entity to register their radial transmission for the TO/TOP function. Not only is review needed to create
an applicable subset of TO/TOP standards when this situation surfaces, but then that subset of TO/TOP
standards needs to be-written so that compliance obligations for a generation entity are clear and
compliance is measurable.
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Recommendation for improvement: The review of the applicability of the TO and TOP standards
should include the following:

i) Articulation of the reliability gaps that may exist if applicable generators do not comply with the TO
and TOP standards.

ii) If a gap is identified, determination of the applicability of the TO/TOP standards to generators
including a review of any necessary modifications, additions or deletions of the TO and TOP standards
such that they are appropriate for application to generators. In addition, there should also be
consideration given to modifying the existing GO and GOP standards (as opposed to mapping the full set
of TO and TOP standards to generators) such that the gaps can be addressed.

iii) Necessary changes to the standards implemented through the Reliability Standards Consensus
Development Process.

Reliability Issue: To date, the specific reliability issue has not been well defined. A very small number
of generators have been registered by their Regional Entities as TO and TOPs yet a generic reliability
concern does not seem to have been specifically articulated. Rather a case by case approach has been
adopted. "Our decision to affirm the registration decision of WECC and NERC is not a finding that all tie-
line owners and operators should be registered as transmission owners and operators . . . . [United
States of America Federal Energy Regulatory Commission, New Harquahala Generating Company, LLC
Docket No. RC08-4-000 Order Denying Appeal of Electric Reliability Organization Compliance Registry
Determination].

Suggestion or Comment: There is a need to clarify the reliability concern and then ensure that
necessary standards are in place to address those concerns where they are present.

Recommendation for improvement: see recommendation in Section 2

NERC Response:

NERC has not yet identified a long-term solution to the interface issue between generators and the
transmission grid. We will be collecting industry input to the issues surrounding this topic through a
survey process that will be undertaken by the end of September. The information from this survey will
be collated and a course of action to fully address this issue will be determined.
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Real-time Tools Best Practices Task Force
Recommendations for New Reliability Standards or
Revising to Existing Reliability Standards

August 7, 2008

RTBPTF
RTBPTF Report
Recommendation | Section/Page Standard Title Requirement Purpose
S1 - Alarm Tools 2.1/13-14 TOP-006 Monitoring System New Alarm Tool Availability
Conditions
S1 - Telemetry 1.1/29-33 TOP-005 Operational Revise Data Required to Support
Data Systems Reliability Appendix Operational Analysis
Information
S1 - Telemetry 1.1/33-35 IRO-002 Reliability New Identify which BPS Elements to
Data Systems Coordination — Telemeter
Facilities
S1 - Telemetry 1.1/35-39 IRO-005 Reliability Revise R1 to
Data Systems Coordination — include
Current Day measurements
Operations
S1 - Telemetry 1.1/39-40 PRC-001 System Protection Revise R6 Clarify Use of term “Monitor”
Data Systems Coordination
S1 - Telemetry 1.1/40-44 TOP-006 Monitoring System Revise TOP-
Data Systems Conditions 006 to include
measurements
S1 - Telemetry 1.1/44-45 VAR-001 Voltage and Revise VAR-
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RTBPTF

RTBPTF Report
Recommendation | Section/Page Standard Title Requirement Purpose
Data Systems Reactive Control 001 to include
measurements
S1 - Telemetry 1.1/45-46 COM-001 Telecommunications New Knowledge of Status of
Data Systems Telemetry Systems
S1 - Network 2.3/68-69 IRO-002 Reliability Revise R7 Require use of Network
Topology Coordination — Topology Processor
Processor Facilities
S1 - State 2.5/104-107 IRO-002 Reliability Revise R7 Require use of State Estimator
Estimator Coordination —
Facilities
S1 - Contingency 2.6/137-138 IRO-002 Reliability Revise R7 Require use of Contingency
Analysis Coordination — Analysis
Facilities
S2 — List of BPS 1.1/33-35 IRO-002 Reliability New Identify which BPS Elements to
Elements Coordination — Telemeter
Facilities
S3-RC 1.1/35-39 IRO-005 Reliability Revise R1 Include Measurements
Monitoring of BPS Coordination —
Current Day
Operations
S4 - Data 1.2/57-59 TOP-005 Operational New Facilitate Power System Model
Exchange Reliability Change Management
Standards Information
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RTBPTF

RTBPTF Report
Recommendation | Section/Page Standard Title Requirement Purpose
S5 - Data 1.2/60-62 TOP-005 Operational New Facilitate Data Availability,
Availability Reliability System Maintenance, and
Standards Information System Redundancy
S6 — Weather Data 1.3/69-70 TOP-005 Operational New Weather Data for Situation
Reliability Awareness
Information
S7 — Alarm Tools 2.1/13-14 TOP-006 Monitoring System New Alarm Tool Availability
Availability Conditions
S8 — Network 2.3/69-70 TOP-006 Monitoring System New Network Topology Processor
Topology Conditions Availability
Processor
Availability
S8 — Network 2.3/70-72 IRO-005 Reliability Revise R1.1 Data processing to determine
Topology Coordination — current network topology
Processor Current Day
Availability Operations
S9 — Determining 2.2/38-40 IRO-003 Reliability New Develop Uniform Process to
Wide-Area View Coordination — Identifying a RCs wild-area
Boundary Wide-Area View boundary
S9 — Determining 2.2/42-44 IRO-003 Reliability R1 and R2 Include Measurements
Wide-Area View Coordination —
Boundary Wide-Area View
S10 — Verify Use 2.2/44-45 IRO-002 Reliability R7 Include Measurements
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RTBPTF
RTBPTF Report
Recommendation | Section/Page Standard Title Requirement Purpose
of Wide-Area Coordination —
Visualization Tools Facilities
S10 - Verify Use 2.2/45-51 IRO-005 Reliability R1 Include Measurements
of Wide-Area Coordination —
Visualization Tools Current Day
Operations
S10 - Verify Use 2.2/51-52 TOP-006 Monitoring System R2 Include Measurements
of Wide-Area Conditions
Visualization Tools
S11 - State 2.5/107-109 TOP-006 Monitoring System New State Estimator Availability
Estimator Conditions
Availability
S11 - State 2.5/109-110 TOP-006 Monitoring System New State Estimator Solution Quality
Estimator Conditions
Availability
S12 - Contingency 2.6/138-140 TOP-006 Monitoring System New Contingency Analysis
Analysis Conditions Availability
Availability
S12 - Contingency 2.6/140-141 TOP-006 Monitoring System New Contingency Analysis Solution
Analysis Conditions Quiality
Availability
S13 - Defining 2.6/141-144 TOP-006 Monitoring System New Defining Contingencies
Contingencies Conditions
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RTBPTF

RTBPTF Report
Recommendation | Section/Page Standard Title Requirement Purpose
S14 — Perform 2.8/157-159 TOP-002 Normal Operations New Require Hour-Ahead Power
Power Flow Planning Flow Analysis
Analysis
S14 — Perform 2.8/157-159 IRO-004 Reliability New Require Hour-Ahead Power
Power Flow Coordination — Flow Analysis
Analysis Operations Planning
S15 - Real-time 2.13/185-186 IRO-005 Reliability New RC Awareness of Load Shed
Awareness of Load Coordination — Capability
Shed Capability Current Day
Operations
S16 — Monitor 3.1/13-14 BAL-002 Disturbance Control New Calculation and Monitoring of
Contingency Performance Contingency Reserves
Reserves
S17 — Monitor 3.1/14-15 BAL-005 Automatic New Calculation and Monitoring of
Operating and Generation Control Operating and Reactive
Reactive Reserves Reserves
S18 — Conservative 3.3/25-26 TOP-001 Reliability New Conservative Operations Plans
Operations Responsibilities and and 