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April 6, 2017 
 
Mr. John Twitty, Chair 
NERC Member Representatives Committee 
 
Dear John: 
 
I invite the Member Representatives Committee (MRC) to provide policy input on two issues of particular 
interest to the NERC Board of Trustees (Board) as it prepares for its May 10-11, 2017, meetings in St. 
Louis, Missouri. Additional background information is included in the April 13, 2017 MRC Informational 
Session agenda package to help MRC members solicit inputs from their sectors. As a reminder, please 
include a summary of your comments in your response (i.e., a bulleted list of key points) for NERC to 
compile into a single summary document to be provided to the Board for reference. 
 
Item 1: Special Reliability Assessments Under Consideration 
In addition to the long-term and seasonal reliability assessments, NERC conducts special assessments on 
emerging issues and trends that will influence future bulk power system planning, development, and 
system analysis. NERC leverages the technical expertise of industry experts as it develops its independent 
reliability assessments. In the past, special reliability assessment topics have included analysis of 
operational risks, evaluation of emergency response preparedness, adequacy of fuel supply, and topics 
related to the changing resource mix.  
 
The ERO Enterprise maintain a list of assessment topics that are regularly reviewed in consideration for 
the development of special assessments (see Attachment A). NERC and Regional Entity staff receive input 
on this list from various sources, including, but not limited to, NERC’s technical committees, the MRC, the 
Long-Term Reliability Assessment, the State of Reliability Report, various Regional studies, and NERC’s 
Reliability Issues Steering Committee. NERC coordinates with the Regional Entities to develop a scope for 
each potential assessment, determine data collection needs and requirements, and identify technical 
groups and stakeholders that would ultimately support the development of the assessment. Using the list 
provided in Attachment A as a starting point, the Board is requesting the MRC members prioritize three 
special assessment topics with an explanation of their importance. 
 
Item 2: Application of Cost Effectiveness Methods for Standards Development 
Federal, state and provincial regulatory authorities, the Board, Regional Entity Boards, and many industry 
stakeholders have expressed interest in the identification and evaluation of costs incurred from 
implementing NERC Reliability Standards compared to risks they address. The goal is to ensure that these 
elements are appropriately considered during the Reliability Standards development and revision process. 
This objective is clearly important and also presents a difficult challenge since the costs may vary 
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significantly from entity to entity and the risk addressed may be low but the potential impact very 
substantial. Those who will be subject to a proposed standard are in the best position to identify and 
quantify potential costs of the standard and to identify alternative approaches to achieving the standards 
goals at a lower cost. The same is true when evaluating costs after a standard has been in effect to learn 
from actual experience. It is very important to the success of this initiative that registered entities 
comment as specifically as possible during the standard authorization request, standards development and 
periodic review processes on this issue.  
 
NERC staff and the Standards Committee are committed to continuing to develop ideas and approaches 
to consider cost effectiveness of Reliability Standards. Efforts to address costs have included the initial 
version of the NERC Cost Effective Analysis Process (CEAP) and a proposed cost effectiveness method. The 
Standards Committee and NERC staff have included questions that seek public comment on the cost 
effectiveness of existing Reliability Standards during periodic reviews. These questions help capture 
implementation and compliance costs for entities, providing a more complete picture of costs incurred 
that may be helpful in terms of modifying the standard and in developing other standards. Additionally, 
standard drafting teams will now include questions seeking specific comments on cost effectiveness 
considerations, including lower cost alternative approaches that achieve the reliability object of the 
proposed standard, during public comment periods of proposed new and revised Reliability Standards and 
ask for specific examples that can be used to support decisions in the development of the standard. These 
comments will be identified in the presentation material provided to the Board when the standard at 
issue is presented for adoption. An overview of these initiatives will be presented at the MRC 
Informational Session on April 13, 2017, and is included in the posted agenda package. The Board 
requests MRC policy input on the current and proposed cost-effectiveness activities, including whether 
they are sufficient or if additional approaches should be considered.  
 
The full agenda packages for the Board, Board Committees and MRC meetings will be available on April 
27, 2017. I encourage the MRC to review the agenda materials for the May 2017 Board and MRC meetings 
and offer any additional input that is meaningful and timely to industry and stakeholders. 
 
Written comments should be sent to Kristin Iwanechko, MRC Secretary (Kristin.Iwanechko@nerc.net) by 
April 26, 2017, for the Board to review in advance of the meetings scheduled for St. Louis. 
 
Sincerely, 
 

 
 
Roy Thilly, Chair 
NERC Board of Trustees 
 
cc: NERC Board of Trustees 
 Member Representatives Committee 

http://www.nerc.com/gov/bot/MRC/Agenda%20Highlights%20nad%20Minutes%202013/MRC_Informational_Session_Conference_Call_and_Webinar_Agenda_April_13_2017.pdf
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Attachment A 
 

 

 

NERC Special Reliability Assessment Topics 
Under Consideration 
March 2017 
 
In addition to the long-term and seasonal reliability assessments, the North American Electric Reliability 
Corporation (NERC) conducts special assessments on emerging issues and trends that will influence future 
Bulk Power System (BPS) planning, development, and system analysis. NERC leverages the technical 
expertise of industry experts as it develops its independent reliability assessments. In the past, special 
reliability assessment topics have included analysis of operational risks, evaluation of emergency response 
preparedness, adequacy of fuel supply, and topics related to the changing resource mix.  
 
The Electric Reliability Organization (ERO) Enterprise maintains a list of assessment topics that are 
regularly reviewed in consideration for the development of special assessments. NERC and Regional Entity 
staff receive input on this list from various sources, including, but not limited to, NERC’s technical 
committees, the Member Representatives Committee, the Long-Term Reliability Assessment, the State of 
Reliability Report, various Regional studies, and NERC’s Reliability Issues Steering Committee (RISC). NERC 
coordinates with the Regions to develop a scope for each potential assessment, determine data collection 
needs and requirements, and identify technical groups and stakeholders that will ultimately support the 
development of the assessment.  
 
Special Assessments Currently Under Development 

• NERC Special Assessment: Natural Gas-Electric Interdependency – Single Point of Disruption 
(SPOD) 

 
Special Assessments Under Consideration 

• Accelerated Nuclear Retirements 

• Contingency Response for Distributed Energy Resources and Other Inverter-Based Resources * 

• Changing Resource Mix Impacts on Demand and Variable Resource Forecasting* 

• Changing Resource Mix Impacts on Planning and Operational Reserves* 

• Evaluation of Resource Adequacy Approaches* 

• Capacity Value for Generation with Non-Firm Fuel* 

• Changing End-Use Load Characteristics and Dynamic Load Modeling 
 

*Topics based on 2016 RISC Recommendations 
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Topic Description Potential Analysis 
Approach Issue Type 

Accelerated 
Nuclear 
Retirements 

Nuclear power plays an important role on the bulk power 
system as a reliable and large source of baseload power. 
Having no carbon emissions and very low variable costs, the 
nuclear fleet runs at very high capacity factors and displaces 
fossil fuel generation. While only a few new nuclear units are 
in the development pipeline, no additional units are planned 
to be built during the analysis period because of their very 
high capital cost. As the nuclear units age, industry, and state 
regulators have begun studying how long the existing nuclear 
units can be kept online. Although the risk of early retirement 
of nuclear plants for economic reasons is not the same in all 
regions, a number of regions are facing this as a potential 
issue now. Last year saw announcements of plant retirements 
in California, Illinois, Michigan, Massachusetts, New York, and 
Nebraska, and although state legislation has resulted in some 
of those decisions being reversed, plants in other states face 
the same pressures.  

Perform an assessment to 
determine the impact of 
nuclear plants retiring in the 
near future, including what 
effect that will have on 
generation adequacy, 
essential reliability services, 
and impacts to fuel diversity 
and security. Possible 
approaches include: 
• Scenario development 
• Resource adequacy 

assessment 
• Operational risk 

assessment 
• Resource dispatch and 

commitment 
• Qualitative assessment 

 

Emerging 

Contingency 
Response 
for 
Distributed 
Energy 
Resources 
and Other 
Inverter-
Based 
Resources 

High levels of distributed energy resources and other inverter-
based resources could lead to operational challenges when 
these resources respond and interact with rapid changes on 
the bulk power system. Nonsynchronous generation 
technologies, such as solar photovoltaic or fuel cell resources, 
rely on their direct current (DC) to alternating current (AC) 
inverter technology to delivery energy to an AC system. DC to 
AC inverter electrical performance requirements are designed 
to protect the user (public) and the inverter equipment from 
electrical hazards as well as to offer capabilities necessary for 
the reliable operation of the power grid to which the 
nonsynchronous generators are connected. The commonly 
adopted governing requirements today are Underwriters 
Laboratory (UL) 1741 (2010) and (IEEE)’s 1547-2003. Because 
of these adopted standards, voltage and frequency 
performance of DER is currently not coordinated with BPS 
requirements. DER resources are not explicitly modeled as 
generating resources in operating and planning analysis tools 
either in real-time or off-line studies. Therefore, an event that 
causes a large amount of DER to isolate from the power grid 
could result in unpredicted behavior of the BPS. 
 

Perform a scenario 
assessment at the 
interconnection level to 
determine the impacts on 
grid stability due to a large 
contingency of inverter-
based resources. 
Conventional contingency 
analysis focuses on the 
outage of single elements, 
such as transmission lines 
and generators. However, 
inverter-based resources, 
depending on the control 
settings, may disconnect 
and/or reduce power output 
simultaneously in response 
to a system disturbance.  
• Scenario development 
• Power Flow and Dynamics  
• Interconnection-wide 

Study. 
• Qualitative assessment 

Emerging 
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Topic Description Potential Analysis 
Approach Issue Type 

Changing 
Resource 
Mix Impacts 
on Demand 
and 
Variable 
Resource 
Forecasting 

Despite slower load growth projections, the electric industry 
continues to face several challenges in forecasting electricity 
demand. Specifically, conservation programs, smart grid 
technologies, and DERs have complicated traditional load 
forecasting methods that were traditionally functions of 
weather conditions, economic cycles, and population growth. 
In addition to other variables, there is sufficient empirical 
evidence to suggest that correlations between load growth 
and economic outlook have diminished. New technologies, 
like advanced metering infrastructure, plug-in hybrid electric 
vehicles, and real-time pricing, may provide better quality load 
data to utilities. However, in the near term (one-to-five years), 
these technologies may further contribute to the uncertainty, 
due to changing residential customer behavior. As new 
variables are introduced to load forecasting models, further 
analysis will be necessary to gain a better understanding of 
the actual impacts and appropriately integrate them into 
short- and long-term load forecasting methods. 

Conduct an assessment of 
both demand and variable 
resource forecasting. 
Identify any trends in 
demand forecasting 
accuracy measured in 
multiple time domains, 
including day-ahead, 
season-ahead, multi-year 
forecast. Additionally, 
identify any trends in 
variable resource 
forecasting accuracy.  
• Scenario development 
• Forecasting assessment 
 

Emerging 

Changing 
Resource 
Mix Impacts 
on Planning 
and 
Operational 
Reserves 

VER plant variability and uncertainty can increase power 
system reserve requirements. While the impact can differ over 
various time frames, as VER increases, changes to regulation, 
load following, contingency, frequency response, and planning 
reserves should be evaluated. Uncertainty and variability in 
both load and conventional generation drive the reserve 
requirements. Analytical techniques for quantifying reserve 
requirements with high penetrations of variable renewable, 
especially wind, have been developed and can be used to 
determine future needs. 

Conduct an assessment of 
trends and latest analysis 
that focuses on how the 
changing resource mix can 
impact planning and 
operational reserve 
requirements. Identify best 
practices and current 
initiatives by industry to 
understand and address any 
potential concerns.  
• Scenario development 
• Operational risk 

assessment 
• Qualitative assessment 
 

Emerging 
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Topic Description Potential Analysis 
Approach Issue Type 

Evaluation 
of Resource 
Adequacy 
Approaches 

The goal of bulk power system planning is to ensure that 
sufficient energy resources and delivery capacity exists to 
meet demand requirements in a reliable and economic 
manner. System planners use forecasts of future demand 
along with existing and planned resources to determine, on a 
probabilistic basis, if those resources will be sufficient to meet 
reliability targets. In addition to ensuring sufficient resources 
and capacity to meet demand under normal operating 
conditions, planners must also ensure adequate reserves exist 
to reliably serve demand under credible contingencies, such as 
the loss of a single generating unit or transmission line.  
 

The increasing penetration of variable generation resources 
makes it important to define “best practices” for quantifying 
the contribution of these resources to resource adequacy. The 
most common resource adequacy metrics are Loss-of-Load-
Expectation (LOLE) and its more commonly used derivative 
metric; the Planning Reserve Margin. Because many variable 
generation sources have relatively low capacity credit relative 
to installed capacity, the relevance of the Planning Reserve 
Margin metric will be limited in systems with high 
penetrations of variable generation. 

Evaluate the current state 
of approaches to evaluate 
resource adequacy and 
emerging initiatives to 
make adjustments to 
current methods. Identify 
areas of significance and 
offer guidance on best 
practices. Ensure States, 
Provinces, and those with 
authority to establish 
resource adequacy 
requirements) are part of 
the target audience.  
• Reliability review of 

current practices 
• Qualitative assessment 
• Scenario development 
• Probabilistic assessment 

Standing/ 
Emerging 



 

NERC Special Reliability Assessment Topics Under Consideration | March 2017 5 

Topic Description Potential Analysis 
Approach Issue Type 

Capacity 
Value for 
Generation 
with Non-
Firm Fuel 

Standard resource adequacy models used by the electric 
industry generally consider generation and transmission 
outages as independent events. From a pure statistical and 
modeling perspective, increasing positive dependence 
between uncertain parameters is typically expected to 
increase overall uncertainty (risk) of the system. Therefore, 
resource adequacy models that do not capture power–gas 
interdependence may underestimate the probability of loss of 
load. Modeling dependencies between random variables and 
simultaneously capturing the probability of extreme events 
occurring is paramount to creating a sound probabilistic 
resource adequacy model; the sole purpose of a probabilistic 
resource adequacy model is the ability to capture the impacts 
from extreme events. Additionally, the results of these 
assessments are used by Planning Coordinators to inform 
resource planning, to incentivize market participants by 
sending accurate price and reliability signals, or for use by 
state/provincial/local regulators. 
 
The assessment would be important for those entities that 
engage in planning for resource adequacy to understand the 
risks of fuel availability due to a common mode event. While 
there may be several strategies for reliability entities and 
generation operators to deal with non-firm fuel (both supply 
and transportation), including dual fuel capabilities and 
penalties for non-performance, an assessment as to whether 
such strategies (and others) are effective in maintaining levels 
of adequacy work. For example, there may be limits to 
secondary fuel supplies both as to the amount of supply and 
environmental limitations on run hours.  

Evaluate the current state 
of approaches used to 
incorporate fuel risk into 
resource adequacy 
evaluations. Identify areas 
of significance and offer 
guidance on best practices. 
Determine how sensitive 
resource adequacy metrics 
are to the uncertainty of 
generation with no firm fuel 
arrangements. Ensure 
States, Provinces, and those 
with authority to establish 
resource adequacy 
requirements) are part of 
the target audience.  
• Reliability review 
• Qualitative assessment 
• Scenario development 
• Probabilistic assessment 

Standing/ 
Emerging 
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Topic Description Potential Analysis 
Approach Issue Type 

Changing 
End-Use 
Load 
Characterist
ics and 
Dynamic 
Load 
Modeling 

End-use loads are rapidly changing due to energy efficiency 
standards and economics. “Grid friendly” loads that exhibit 
electrical characteristics that support the power grid during 
abnormal conditions (such as faults) are being replaced with 
electronically coupled loads controlled by converter 
technology. These electronically coupled loads may not exhibit 
this “grid friendly” characteristic; rather, they tend to have 
controls that maintain constant power consumption regardless 
of system voltage or frequency (with current limiters for 
protection purposes). The make-up and characteristics of end-
use load technology are continually and rapidly evolving with 
the continued penetration of electronically coupled loads such 
as electric vehicles, plug-in electric hybrids, higher efficiency 
single-phase air conditioners, compact fluorescent lighting, 
LED lighting, LCD and LED televisions, variable-frequency 
drives, and electronically commutated motors. Dynamic load 
models and modeling practices must evolve to capture the 
changing dynamics of the end-use loads to predict system 
behavior with the integration of electronically coupled loads. 

Perform an assessment that 
highlights the evolving end-
use load characteristics and 
the impacts they can have 
on BPS reliability. Possible 
approaches include: 
• Review of end-use load 

characteristics 
• Analysis of industry load 

model records 
• Dynamic load modeling 

and dynamic simulations 
 

Emerging 

 



MEMORANDUM 

TO: Roy Thilly, Chair  
NERC Board of Trustees  

FROM: Delia Patterson, General Counsel and Vice President, Regulatory Affairs, American 
Public Power Association 
John Di Stasio, President, Large Public Power Council 
John Twitty, Executive Director, Transmission Access Policy Study Group   
 

DATE: April 26, 2017 

SUBJECT: Response to Request for Policy Input to NERC Board of Trustees 

  
The American Public Power Association, Large Public Power Council, and Transmission Access 
Policy Study Group concur with the Policy Input submitted today by the State/Municipal and 
Transmission Dependent Utility Sectors of the Member Representatives Committee, in response to 
NERC Board Chair Roy Thilly’s April 6, 2017 letter requesting policy input in advance of the May 
10-11, 2017 NERC Board of Trustees meetings.  
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NERC Board of Trustees Policy Input – Canadian Electricity Association 

St. Louis, Missouri; May 10-11, 2017 
 

The Canadian Electricity Association (“CEA”) appreciates this opportunity to provide policy 

input for the NERC Member Representatives Committee (“MRC”) and Board of Trustees 

(“Board”).  
 

Summary of Key Points 

• Item A: CEA has prioritized the following three NERC Special Reliability Assessments 

Under Consideration: Contingency Response for Distributed Energy Resources and other 

Inverter-Based Resources; Changing End-Use Load Characteristics and Dynamic Load 

Modeling; and Changing Resource Mix Impacts on Planning and Operational Reserves. 

• Item B: CEA applauds the commitment by NERC to develop ideas and approaches to 

consider cost effectiveness of Reliability Standards, and encourages NERC to continue to 

move forward with these efforts. As NERC continues this work, it should identify stumbling 

blocks to success, and it should be mindful that new standards may not always be the 

optimal means to address an identified issue.  
 

A. Special Reliability Assessments Under Consideration 

• Using the list provided in the April 6 Policy Input Letter, CEA has prioritized three special 

assessment topics, and has provided an explanation of the importance of each.  

• While three topics have been prioritized, CEA recognizes all topics associated with RISC 

recommendations as important. 
 

Prioritized Topics 

• Contingency Response for Distributed Energy Resources and other Inverter-Based 

Resources;  

o This is CEA’s top choice in the near term. 

o Increasing penetration of distributed energy resources (DER), and their interaction 

with the Bulk Power System, is an emerging issue that NERC should continue to 

assess.  

o There is consequently an increasing risk of a significant reliability impact on the Bulk 

Electric System should a transmission contingency cause a loss of a significant amount 

of distributed energy resource capacity, affecting demand resource balance and/or 

frequency performance. 

o NERC should identify and evaluate acceptable risks and associated resource loss due 

to recognized contingencies to help identify appropriate reliability risk mitigation 

measures.  

• Changing End-Use Load Characteristics and Dynamic Load Modeling; 

o CEA recognizes and supports the choice in consumer products, including electric 

vehicles and high-efficiency air conditioners, that customers now have. 

o The electricity sector must study the potential impact of these products on bulk power 

system reliability to inform mitigation strategies – either on the power grid side or on 

the product side. We do not want to reach a point where regulators must limit 

consumer choice in order to protect system reliability.  
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o Given the concerns for Contingency Response for Distributed Energy Resources and 

Other Inverter-Based Resources, there is a potential for interactions that should be 

assessed. 

• CEA also encourages NERC to address the topic of Disturbance Response. This topic may 

not require a stand-alone special reliability assessment; perhaps it can be addressed within 

the context of an Inverter-Based Loads study.  
 

B. Application of Cost Effectiveness Methods for Standards Development 

• CEA continues to support NERC’s efforts to develop and incorporate cost effectiveness 

considerations and activities into Reliability Standards development.  

• CEA believes NERC should move ahead with this work. As part of the effort, NERC should 

take stock of efforts to date and focus on lessons learned. 

• CEA also encourages NERC to identify potential stumbling blocks to achieving meaningful 

cost efficiency analysis. This can help NERC to move forward with an appropriate and 

clearly defined conceptual framework to inform ongoing cost effectiveness work. 

• For example, CEA is aware of two pilot projects that have been undertaken: NERC’s Cost 

Effective Analysis Process or “CEAP” and an analogous procedure piloted by the Northeast 

Power Coordinating Council.  

o While CEA appreciates that a high-level overview of lessons-learned from these pilots 

was shared, to continue to make progress, a more detailed analysis of how the lessons 

learned can inform further action would be helpful when considering next steps.  

• With lessons in hand and a clearer understanding of the stumbling blocks to success, NERC 

and its stakeholders will be able to have a robust discussion on the conceptual framework.  

• While achieving consensus may require effort, this should not discourage NERC from 

continuing with these activities. 

• CEA also encourages NERC to define success. We feel that an appropriate goal is to 

efficiently develop standards, or an alternative approach if appropriate, that will ensure an 

adequate level of reliability at the least cost, or exceed that baseline in a manner that 

provides maximum value (i.e. cost vs. reliability). 

• As NERC moves forward with cost effectiveness activities for standards, NERC must be 

mindful that there may be more effective ways to achieve reliability, other than a new 

standard. NERC should continually assess if new standards are the most appropriate tool to 

address the issue identified.  

 

CEA thanks the Board for considering these comments. CEA and its members look forward to 

continuing the discussion in St. Louis.  
 

Dated: April 26, 2017 
 
 

Contact: 
Devin McCarthy      

V.P. Public Affairs & U.S. Policy     

Canadian Electricity Association 

McCarthy@electricity.ca 

mailto:McCarthy@electricity.ca


 

 

 
 
 
 
 
 

Policy Input for the NERC Board of Trustees 

Provided by the Edison Electric Institute 

April 26, 2017  

 
On behalf of the member companies, the Edison Electric Institute (“EEI”) 

appreciates the opportunity to provide the following brief policy input for the NERC 

Board to review in advance of the meetings in St. Louis.  EEI perspectives on bulk 

power system reliability are formed by the CEO Policy Committee on Reliability, 

Security and Business Continuity, and the Reliability Executive Advisory Committee 

with the support of the Reliability Task Force and CIP Standards Subgroup.  We look 

forward to an active discussion on the policy issues at the upcoming meetings. 

 

Item 1: Special Reliability Assessments Under Consideration 

 

• EEI supports the first topic, accelerated nuclear retirements, for a special 

assessment. 

• Instead of special assessments, EEI recommends that NERC and the DER 

Task Force develop a roadmap to prioritize and address the DER-related 

impacts on the bulk power system, which may include assessments or other 

activities that address the work described by the second, third, fourth, and 

fifth topics.    

• EEI does not support the sixth and seventh topics.  The current natural gas 

interdependency assessment should be completed before considering and 

scoping additional activity.  EEI also recommends that NERC consider the 

seventh topic for a technical committee to address. 

The policy input letter requests the prioritization of three special assessment topics 

from a list of seven topics under consideration: (1) accelerated nuclear retirements, 

(2) contingency response for distributed energy resources and other inverter-based 

resources, (3) changing resource mix impacts on demand and variable resource 

forecasting, (4) changing resource mix impacts on planning and operational 

reserves, (5) evaluation of resource adequacy approaches, (6) capacity value for 

generation with non-firm fuel, and (7) changing end-use load characteristics and 

dynamic load modeling. 

EEI supports the first topic, accelerated nuclear retirements.  EEI agrees that 

nuclear power is an important baseload resource for the bulk power system.  A 

special assessment on the impacts of these retirements will be useful to influence 
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future bulk power system planning, development, and analysis.  Performing this 

assessment will also provide valuable input to policy makers on reliability impacts 

at a time when this issue is being discussed at both the federal and state levels.1 

EEI continues to agree that Distributed Energy Resources (“DER”) are transforming 

the resource mix of the North American electric power system and that the impacts 

of DER on the bulk power system should be carefully studied.  The second, third, 

fourth, and fifth topics are all related to this transformation.  Instead of prioritizing 

these topics, we recommend that NERC work with the existing DER Task Force to 

develop a strategy or roadmap for NERC to address the planning, operational, and 

technical needs through assessments and other activities.  Based on the work 

already done by NERC, we believe this will provide a more meaningful approach to 

addressing DER and variable energy resource (“VER”) impacts on the bulk power 

system.  We also recommend that NERC seek stakeholder comment on the roadmap 

before beginning implementation.   

At this time, EEI does not support topic six, capacity value for generation with non-

firm fuel, as a special assessment.  There are vast differences among companies and 

complex considerations that must be studied regarding generation fuel risk.  A 

meaningful assessment would require a detailed, local analysis throughout North 

America.  We do not think this undertaking would be appropriate for a NERC special 

assessment.  Also, the current assessment focused on natural gas-electric 

interdependency – single point of failure should be completed and understood 

before additional assessments or other activities are planned. 

And finally, EEI does not support topic seven, changing end-use load characteristics 

and dynamic load modeling, as a special assessment.  EEI recommends that NERC 

consider addressing this topic through a technical committee such as the NERC 

Planning Committee. 

Item 2: Application of Cost Effectiveness Methods for Standards Development 

• NERC’s current cost effectiveness activities are sufficient and EEI does not 

recommend additional approaches. If additional activities are considered, 

then EEI recommends that the administrative burden on companies of any 

new activity be balanced against expected efficiency benefits. 

The policy input letter also seeks input on cost effectiveness activities during 

standard authorization requests (SARs), standards development, and periodic 

reviews.  Informative cost-benefit analysis based on a SAR is difficult because the 

specific requirements are not yet developed.  During standards development, 

companies have not yet engaged in the technical work involved with implementing 

the requirements.  Implementation experience is particularly important to enable 

cost analysis for the CIP requirements; however, analyzing the benefits is difficult to 

                                                        
1 See e.g., DOE Mem., Study Examining Electricity Markets and Reliability (Apr. 14, 2017). 
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measure and describe.  As a result, we believe the current approaches that use 

questions specific to cost effectiveness in the SARs, standards development, and 

periodic reviews are sufficient.  We also recommend that if NERC considers new 

cost effectiveness activities, then the related administrative burden to companies 

created by the activity should be balanced with the expected efficiency benefits of 

the activity.   
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Sector 8 Policy Input for the 
NERC Board of Trustees & Member Representatives Committee 

May 10-11, 2017 Meetings in St. Louis MO 
 

ELCON, on behalf of Large End-Use Consumers, submits the following input for consideration of 
NERC’s Board of Trustees (BOT) and the Member Representatives Committee (MRC).  It responds 
to BOT Chairman Roy Thilly’s April 6, 2017 letter to John Twitty, Chair of the MRC. 

SUMMARY 

Item 1: Special Reliability Assessments Under Consideration 

The proposed special reliability assessments that have ELCON’s highest priorities 
are (1) Accelerated Nuclear Retirements, (2) Contingency Response for Distributed 
Energy Resources (DER) and Other Inverter-Based Resources and (3) Changing 
End-Use Load Characteristics and Dynamic Load Modeling.  The issues or concerns 
at hand in each of these assessments hopefully will illuminate future impacts to 
the adequate provision of Essential Reliability Services (ERS).  ERS adequacy is 
extremely important for the safe and reliable operation of industrial process 
equipment such as high-voltage motors.  If damaged, the repair or replacement of 
the equipment can result in months of lost production. 

Item 2: Application of Cost Effectiveness Methods for Standards Development 

ELCON sees the need for the cost-effectiveness program to transition to the next 
level of detail. We believe that the appropriate entities can and should provide 
cost estimates to the level of detail requested by NERC. Notwithstanding the 
flexibility inherent in many Standards, each standards drafting team will consider 
several of the most common strategies that entities will employ to assure 
compliance.  Cost can be used as guidance in drafting the Standard. Identifying the 
societal benefits of reliability requirements can be reasonably achieved because 
such benefits are correlated to the sizes of penalties assigned to violations. 
Certainly avoiding a seven-digit fine is an indication of a significant societal benefit. 

  



 
 

—2— 
 

SECTOR 8 POLICY INPUT 

Item 1: Special Reliability Assessments Under Consideration 

In addition to the long-term and seasonal reliability assessments, NERC conducts special 
assessments on emerging issues and trends that will influence future bulk power system 
planning, development, and system analysis. NERC leverages the technical expertise of industry 
experts as it develops its independent reliability assessments. In the past, special reliability 
assessment topics have included analysis of operational risks, evaluation of emergency response 
preparedness, adequacy of fuel supply, and topics related to the changing resource mix. 

The ERO Enterprise maintain a list of assessment topics that are regularly reviewed in 
consideration for the development of special assessments. They were included in Attachment A 
of Chairman Thilly’s letter request. The assessments are: 

Special Assessments Currently Under Development: 

• NERC Special Assessment: Natural Gas-Electric Interdependency – Single Point of 
Disruption (SPOD) 

Special Assessments Under Consideration: 

• Accelerated Nuclear Retirements 
• Contingency Response for Distributed Energy Resources and Other Inverter-Based 

Resources 
• Changing Resource Mix Impacts on Demand and Variable Resource Forecasting 
• Changing Resource Mix Impacts on Planning and Operational Reserves 
• Evaluation of Resource Adequacy Approaches 
• Capacity Value for Generation with Non-Firm Fuel 
• Changing End-Use Load Characteristics and Dynamic Load Modeling 

NERC and Regional Entity staff receive input on this list from various sources, including, but not 
limited to, NERC’s technical committees, the MRC, the Long-Term Reliability Assessment, the 
State of Reliability Report, various Regional studies, and NERC’s Reliability Issues Steering 
Committee. NERC coordinates with the Regional Entities to develop a scope for each potential 
assessment, determine data collection needs and requirements, and identify technical groups 
and stakeholders that would ultimately support the development of the assessment.  

Using the list provided in Attachment A as a starting point, the Board is requesting the MRC 
members prioritize three special assessment topics with an explanation of their importance. 

ELCON Response: ELCON strongly supports the ERO Enterprise conducting special assessments 
in order to identify and understand emerging risks to the reliability of the bulk power system. 
Petroleum refineries, chemical plants, automotive plants, steel mills, and many other types of 
manufacturing facilities all require large amounts of reliable electricity in order to conduct their 
business. An unreliable bulk power system can have major negative consequences for individual 
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large electricity users. Impacts are not limited to inconvenience or mere loss of production but 
also include damaged products and processes, high repair and restart costs, and potentially 
significant safety and environmental consequences. 

Large End-Use Consumers understand the importance of a reliable bulk power system and often 
invest substantial amounts of capital in order to procure the required level of reliability for their 
operations. Any issue that might reduce the reliability of the bulk power system is a concern. The 
majority of the issues listed by the ERO Enterprise seem to be related to resource adequacy and 
balancing. Even though these are of high importance, ELCON would like to emphasize the 
importance of Essential Reliability Services to large manufacturers. 

For example, the manufacturing processes of refineries and chemical plants often require the 
installation of very large high voltage motors, sometimes in excess of 20,000 HP. Any change in 
voltage or frequency supplied to these machines can increase the risk for damage. These assets 
are not only expensive in themselves but are also critical to operations and if damaged, result in 
months of lost production while waiting for repair or replacement. Major voltage events are of 
concern as well as smaller voltage dips and transients. This is due to the fast-acting motor 
protection systems installed to prevent unnecessary damage and extended outages. In fact, a 
large portion of the impacts to large electricity users are not due to total power loss but to an 
inability of the bulk power system to quickly respond to and correct changes to system voltage 
and frequency. 

ELCON sees a top priority to be the topic of Accelerated Nuclear Retirements since removing 
large amounts of synchronized, baseload generation could potentially have the largest impact on 
Essential Reliability Services. ELCON also sees value in the Contingency Response for DER and 
other Inverter-Based Resources and Changing End-Use Load Characteristics and Dynamic Load 
Modeling topics in understanding how Essential Reliability Services might be impacted in the 
future, with the clarification that any information gathering or modeling should be limited in 
scope to resources or technologies that are rapidly increasing and that could collectively have an 
influence on the bulk power system. 

Item 2: Application of Cost Effectiveness Methods for Standards Development 

Federal, state and provincial regulatory authorities, the Board, Regional Entity Boards, and many 
industry stakeholders have expressed interest in the identification and evaluation of costs 
incurred from implementing NERC Reliability Standards compared to risks they address. The goal 
is to ensure that these elements are appropriately considered during the Reliability Standards 
development and revision process. This objective is clearly important and also presents a difficult 
challenge since the costs may vary significantly from entity to entity and the risk addressed may 
be low but the potential impact very substantial. Those who will be subject to a proposed 
standard are in the best position to identify and quantify potential costs of the standard and to 
identify alternative approaches to achieving the standards goals at a lower cost. The same is true 
when evaluating costs after a standard has been in effect to learn from actual experience. It is 
very important to the success of this initiative that registered entities comment as specifically as 
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possible during the standard authorization request, standards development and periodic review 
processes on this issue.  

NERC staff and the Standards Committee are committed to continuing to develop ideas and 
approaches to consider cost effectiveness of Reliability Standards. Efforts to address costs have 
included the initial version of the NERC Cost Effective Analysis Process (CEAP) and a proposed 
cost effectiveness method. The Standards Committee and NERC staff have included questions 
that seek public comment on the cost effectiveness of existing Reliability Standards during 
periodic reviews. These questions help capture implementation and compliance costs for 
entities, providing a more complete picture of costs incurred that may be helpful in terms of 
modifying the standard and in developing other standards. Additionally, standard drafting teams 
will now include questions seeking specific comments on cost effectiveness considerations, 
including lower cost alternative approaches that achieve the reliability object of the proposed 
standard, during public comment periods of proposed new and revised Reliability Standards and 
ask for specific examples that can be used to support decisions in the development of the 
standard. These comments will be identified in the presentation material provided to the Board 
when the standard at issue is presented for adoption. An overview of these initiatives will be 
presented at the MRC Informational Session on April 13, 2017, and is included in the posted 
agenda package.  

The Board requests MRC policy input on the current and proposed cost-effectiveness activities, 
including whether they are sufficient or if additional approaches should be considered. 

ELCON Response:  ELCON appreciates the opportunity to offer our feedback on NERC’s cost-
effectiveness program from the perspective of Large End-Use Consumers.  We have always 
maintained that there is a fundamental need to balance the cost of every reliability requirement 
against its benefit.  This is consistent with a basic economic law that every business must adhere 
to – or risk bankruptcy by attempting to maintain programs whose costs are unsustainable.   

In fact, we believe that out of all the industry segments, the Large End-Use Consumers (who are 
primarily large manufacturers) are the most sensitive to costs.  Our members cannot rely on a 
base of ratepayers that can absorb the additional costs of reliability deemed necessary by the 
regulatory community.  That burden is taken on by the internal customer – who must meet a 
corporate rate of return commiserate with the industry they compete in (e.g., petroleum 
products, specialty chemicals, etc.)  If that return is not achievable, new investments (such as 
cogeneration initiatives) are discontinued. 

Over the years, we have witnessed several attempts by NERC to deploy a cost-effectiveness 
program.  Until now, feedback on the results was sparse.  In fact, the introductory portion for 
Agenda Item 2b of the MRC Informational Session was the first time we had seen some tangible 
findings.  Overall, we found some of the findings illuminating – and see some promise in the next 
steps that NERC proposes to take on the topic.  But progress has been too slow, and the 
challenges continue to mount.  Several identified in Agenda Item 2b are addressed in the 
paragraphs below: 

1. Many entities cannot devote the time to provide cost estimates to the level of detail 
requested by NERC.  ELCON believes that this is a one-time issue.  There are enough 
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organizations who do respond to the cost requests to populate a spreadsheet or 
database.  Some of our members provided some very detailed information in support of 
the Cost-Effective Analysis Project (CEAP), but summary results were never posted.  No 
reason was given at the time. 

As cost data is accumulated, generic prices can be identified for pieces of equipment, 
processes, and functions.  It may take several iterations before the figures converge 
within a consistent range, but in the interim the averages should suffice.  Furthermore, 
the data should be kept in a spreadsheet accessible to all Registered Entities – so they 
may independently evaluate the raw figures and underlying assumptions.  Once that 
happens, most will have enough information to provide useful commentary about the 
estimated costs for each reliability requirement. 

2. The standards are designed to be flexible.  It is counter-productive to determine the 
most cost-effective solutions – as Registered Entities may choose among a range of 
solutions which best suit their compliance approach.  This is true, but during the 
Standards Development process, the project team will consider several of the most 
common strategies that entities will employ to assure compliance.  In fact, ELCON would 
argue that it is impossible for them to determine the appropriate reliability criteria and 
measures without doing so.  During those discussions, a high-level assessment of the top 
three approaches could be captured (again on a spreadsheet) and posted for 
commentary.  The figures could then be refined as the initiative progresses. 

3. The societal benefits of reliability requirements are impossible to measure.  This may be 
the most difficult parameter to quantify, but in a sense NERC has already identified the 
worth of many requirements by the size of the penalties they assign to violations.  For 
example, a vegetation-related outage or the loss of situational awareness may lead to a 
five or six figure fine – whereas, penalties for violating the Interchange standards are 
almost unheard of.  As such, it makes sense for NERC’s Enforcement database to provide 
the initial benefit figures.    

ELCON realizes that this approach understates the risk taken on by society when a 
Registered Entity performs in an unreliable fashion.  There are considerations of the 
damage to life and property that occur when their actions lead to an electric system 
impairment.  But, NERC’s outage databases can be used to augment the calculations.  It 
seems to us that the average geographical extent and duration of outages by root cause 
can be factored into the benefit equations.  Once again, the calculations and assumptions 
could be captured in a spreadsheet for review – and iteratively improved     in accordance 
with the comments returned by the industry. 

To summarize, ELCON sees the need for the cost-effectiveness program to transition to the next 
level of detail.  We visualize the ultimate deliverable as a spreadsheet on the project page which 
captures the costs and benefits of each new or modified reliability requirement.  Enough detail 
should be provided so that Registered Entities may verify the impact to their capital and 
operations budgets – using the compliance strategy of most interest to them.   
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As an aside, we believe the Compliance Organization will also benefit from this exercise.  
Although they strive to adhere to the language and intent of the reliability requirements, 
Compliance Enforcement Authorities see every kind of implementation, and tend to reformulate 
their own preferences over time.  Should that occur, a well-designed cost/benefit spreadsheet 
could re-ground them in the approaches the project team considered to be acceptable during 
the Standards Development process. 

 

### 
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Policy Input to the May 2017 NERC BoT Meeting 

The ISO/RTO Council (IRC) appreciates the opportunity to provide comments on the NERC Board policy 
input questions for May 2017.   

Item 1: Special reliability assessments under consideration 
 
The IRC recommends that among the listed items, the following three special assessment topics be 
placed on a high priority: 

1) Contingency Response for Distributed Energy Resources and Other Inverter-Based Resources. 
 
The loss of a significant amount of distribution energy resource capacity due to a transmission 
contingency can have an adverse reliability impact on the Bulk Electric System from a demand 
resource balance and frequency performance viewpoint.  Loss of such resources due to 
recognized contingencies should be evaluated, and appropriate measures developed in light of 
that evaluation.  
 

2) Changing End-use Load Characteristics and Dynamic Load Modeling.   
 
Proper modeling of load characteristics is critical to transmission planning assessments. Evolving 
load characteristics resulting from technology advances need to be modeled and assessed in 
order to address potential adverse impact on the power grid.  
 

3) Changing Resource Mix Impacts   
 
The IRC recommends combining “Changing Resource Mix Impacts on Demand and Variable 
Resource Forecasting” and “Changing Resource Mix Impacts on Planning and Operational 
Reserves” into a single assessment that focuses on evaluating all potential impacts of a changing 
resource mix. 
 
Accurate load forecasting and modeling are prerequisites for transmission planning and 
resource adequacy assessments.  A changing resource mix also has a significant impact on the 
evaluation of operating reserve requirements, and on the dynamic response of the power 
system. Load and resource forecast accuracy should be based on accurate power system models 
that reflect the changing resource mix.  
 

Item 2: Application of cost effectiveness methods for standards development 
 

1. The IRC strongly supports NERC’s cost effectiveness effort with the goal to have an initial “order of 
magnitude” estimate for proposed standard development projects such that informed decisions can 
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be made prior to starting the projects, and to obtain an estimate on the various approaches that 
achieve the reliability object of the proposed standard. 
 

2. In estimating the “order of magnitude” of cost associated with a proposed standard development 
project, the IRC suggests that NERC ask some key questions such as: the number of applicable 
entities; whether the standard and/or its proposed requirements are new or a variation of existing 
requirements; the level of implementation effort (rough infrastructure and ongoing 
operating/maintenance cost for responsible entities); and effort in administering compliance, etc. 
Answers to these questions will contribute to the discussion as to whether the potential reliability 
benefits are warranted given the anticipated costs.   

 
3. The IRC proposes that NERC continue to assess alternative approaches to developing standards that 

could be equally adequate or effective in addressing the identified risks.  
 

4. A good number of recently approved new and revised standards (about 35-40) are coming into 
effect in each of 2016 and 2017.  Among them, several appear to be repackaging of existing, well-
understood standards that were already stipulating adequate requirements to maintain reliability.  
Judging from some recent regulatory directives in response to petitions to approve proposed 
standards, the IRC assesses that even a relatively minor change to a standard can result in a ripple 
effect of having to further revise or modify the standard and the associated procedures and RSAWs, 
and to reformat evidence and retrain operating personnel. These add to the total cost of revising 
standards that are already of reasonable quality and effectiveness in maintaining reliability.  

 
5. In order to minimize changes to the body of standards and make effective decisions on initiating 

standard revisions with due consideration to cost and risk, the IRC offers the following 
recommendations: 

 
• NERC should:   

o Establish a list of the standards that are due for review in the next 10 years and a timetable 
for determining whether enhancements to the standards are warranted.  These 
determinations should be based on cost/benefit analyses that are developed with industry 
input. 

o Avoid revising a standard to fix minor zero-defect compliance issues (e.g. CIP Exceptional 
Circumstances and low value "paragraph 81" requirements) unless cost savings can be 
achieved.  The Compliance Monitoring and Enforcement Program (CMEP) Practice Guides 
could provide compliance exception treatments instead of addressing it in a standard.   

o A number of standard projects are still being initiated to address directives from the early 
years of standard development or to address follow-up directives from filing of new or 
revised standards to address directives in more recent years.  The IRC encourages the ERO 
to review with FERC whether the issues the directives intend to address are still relevant 
and important, and whether there are alternative approaches that could be pursued before 
initiating a standard project. This can help avoid the cost associated with developing 
unnecessary new, or revised, standards.  



North American Generator Forum 
 
 
 
 
 

Policy Input to the NERC Board Of Trustees 
May 11, 2017, St. Louis, MO 

Provided by the North American Generator Forum 
     
------------------------------------------------------------------------------------------------------------ 
 
The North American Generator Forum appreciates the opportunity to provide the 
following policy input in advance of the NERC BOT meeting.  

 
 

Summary 
 

 
• Item 1: Special Reliability Assessments Under Consideration  

 
The NAGF believes the focus of the assessments needs to be on the current 

changes impacting both system reliability and resource adequacy. The NAGF 
recommends the following three assessments be considered: 
 

• Contingency Response for Distributed Energy Resources and Other Inverter- 
  Based Resources   
• Changing Resource Mix Impacts on Demand and Variable Resource    
   Forecasting 
• Capacity Value for Generation with Non-Firm Fuel 

  
 

• Item 2: Application of Cost Effectiveness Methods for Standards Development 
 

The NAGF believes the proposed cost-effectiveness activities with the inclusion 
of the requirement for standard drafting teams to include questions seeking specific 
comments on cost effectiveness considerations, including lower cost alternative 
approaches that achieve the reliability object of the proposed standard, will be effective. 
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Discussion 
 

• Item 1: Special Reliability Assessments Under Consideration. Using the list 
provided in Attachment A as a starting point, the Board is requesting the MRC 
members prioritize three special assessment topics with an explanation of their 
importance. 
 

The NAGF notes the system may have never seen a time of greater change than 
what is currently emerging. The change has predominantly occurred in the resource mix 
as technologies, fuels and distribution-level resources have greatly altered the paradigm. 
The three following topics identified by the NAGF were also recommendations from the 
RISC Committee in 2016.  
 

• Contingency Response for Distributed Energy Resources and Other      
   Inverter- Based Resources   
The WECC event of 8/16/16, where solar inverter response to system events 

dropped over 1000 MW from the system emphasizes the need for an assessment of 
both the contingency response of inverter-based resources but also based on the 
technical capabilities of the inverters, a recommendation of the response Transmission 
Planners desire. During the Trades Association call in April, NERC questioned how to 
influence interconnection requirements and inverter response on the Distribution 
System. The NAGF notes that many GO/GOP’s are also the owner/operators of existing 
or planned DER’s and storage. Desired response from BES inverter-based resources 
could easily be transferred to the DER’s. 

 
• Changing Resource Mix Impacts on Demand and Variable Resource 
   Forecasting 
The NAGF believes the solution to Demand Forecasting is the same as the 

inverter-based response. An assessment could identify the data the Balancing Authority 
could use to quantify the existing load the current level of DER generation is masking. 
That data could be communicated to the BA.  

 
• Capacity Value for Generation with Non-Firm Fuel 
The NAGF recommends this special assessment not be limited to non-firm fuel. 

While the implication might be that firm-fuel resources have a greater value, the non-firm 
fuel resources generally have value greater than energy in their ability to be dispatched, 
ramped and to follow load. At the 2017 Reliability Leadership Summit it was noted by a 
speaker that the industry needs to identify the resources and technologies that hold the 
system together. The assessment needs to determine the value to the system of the 
following attributes:  

• Firm fuel 
• Ramping capability 
• The ability to be dispatched 
• Primary Frequency Response 
• Voltage Support  
• Regulation 
• Spinning or Fast Response Reserve 

 
There are many emerging challenges to the Interconnections in North America, to 

the markets and to merchant generation. The challenges vary from a lack of fuel 
diversity, natural gas depressing market prices impacting nuclear generators, 
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maintaining ramping capability while dispatchable thermal generators are retiring and 
maintaining system inertia. The assessment may not only provide a better understanding 
of various generator attributes value to the system which may vary in different areas of 
the system, but also allow the markets to place a monetary value on those attributes.  

 

 
• Item 2: Application of Cost Effectiveness Methods for Standards Development 

 
 

The NAGF recommends that NERC staff and the Standards Committee continue 
to develop ideas and approaches to consider cost effectiveness of Reliability Standards. 
The current method to capture implementation and compliance costs when coupled with 
the inclusion of questions seeking specific comments on cost effectiveness 
considerations, including lower cost alternative approaches and the request for specific 
examples that can be used to support decisions in the development of the standard 
should be sufficient. 
  

.  
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NPCC Board of Directors Policy Input 
to the May 10, 2017 NERC Member Representatives Committee and 

May 11, 2017 NERC Board of Trustees Meetings 
 

1. Special Reliability Assessments Under Consideration 
 NPCC recommends as the highest priority that a special reliability assessment on 

“Changing Resource Mix Impacts on Planning and Operational Reserves” be conducted 
in conjunction with Planning Coordinator representatives, in order to inform near-term 
reviews of resource adequacy 

 NPCC recommends that a special reliability assessment on “Changing End-Use Load 
Characteristics and Dynamic Load Modeling” be conducted to additionally inform near-
term resource adequacy planning 

 NPCC suggests that a special reliability assessment on “Capacity Value Equivalent of 
Variable Generation” be conducted to consider the impacts of other non-firm energy 
sources (hydro, wind, solar) and other reliability interdependencies, in addition to gas-
fired generation 

 
2. Application of Cost Effectiveness Methods for Standards Development and Other Standards 

Recommendations 
 NPCC supports the broad implementation of a two-step cost effectiveness process, 

consisting of a cost impact analysis for mitigating a reliability risk, done prior to standard 
development, and a more targeted analysis to solicit more cost effective alternative 
reliability requirements from the industry, as the standard is being drafted 

 NPCC supports the implementation of an adaptable cost effectiveness process that will 
promote cost transparency in standards approvals, and not obstruct the different types of 
standards activities (new SARS, directive-responsive standard development, or quality-
driven revisions) 

 NPCC recommends the development of a set of distributed energy resource guidelines that 
inform the necessary definitions, modeling requirements, and assessments to determine the 
potential reliability impacts of distributed energy resources 
 

 
 

Approved by the NPCC Board of Directors  
at its May 3, 2017 Meeting 
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National Rural Electric Cooperative Association (NRECA) and Cooperative Sector 
Policy Input to the NERC Board of Trustees (BOT) 

April 26, 2017 
 

NRECA appreciates the opportunity to provide policy input to the NERC BOT regarding several issues 
that will be discussed at the May 10/11 MRC and BOT meetings.  
 
Summary of Policy Input  

• Top three choices for reliability assessments 
o Changing Resource Mix Impacts on Planning and Operational Reserves 
o Evaluation of Resource Adequacy Approaches 
o Contingency Response for Distributed Energy Resources and Other Inverter-Based 

Resources 
• Strongly support the consideration of cost effectiveness of reliability standards 

o Standard Drafting Teams need further guidance on how to consider cost effectiveness 
information provided by commenters during SAR and standard comment periods 

o Closely follow the results-based standard development philosophy 
 
Item 1: Special Reliability Assessments Under Consideration 

• While all the options listed are important, NRECA offers the following as our top three choices: 
o Our first choice for consideration is “Changing Resource Mix Impacts on Planning and 

Operational Reserves” option. 
 The historical approach to determining planning reserves will be impacted as 

the mix of resource types (inverter vs rotating machine) changes.  Accepted 
and proven industry norms like planning to a one day in ten-year loss of load 
event considers the historical performance of the set of resources on the 
system.   

 Another impact would be associated with the randomness of availability of 
variable energy resources that are contributing to the changing resource mix.  
The traditional power system consists of resources that are primarily steam 
driven rotating devices of significant mass.  By characteristics of these rotating 
machines alone, a certain amount of inertia/operating reserves is inherent to 
the system.  This fact points directly to the operational reserve impact as the 
mix changes.  We support analysis of this as it’s an emerging and relatively 
new impact to our traditionally designed BES. But each system, each BA, each 
region is different with characteristics that make it unique. A one size fits all 
requirement should be avoided. Guidelines could be helpful. 

 We continue to support the ERSWG’s work on analyzing what essential 
services are needed for the grid. Then trying to determine if there are metrics 
that might define how much of those essential services are required as a 
minimum. A derivative of that analysis has been some good screening tools 
that help to analyze if there is a theoretical ‘max’ of solar (for example) we can 
use and still meet our NERC standard compliance requirements. 

o Evaluation of Resource Adequacy Approaches 
 Adequacy is number two for many of the same reasons above. As solar and 

wind penetration increases as a percentage of one’s total resource mix, utilities 
must be cognizant of why you can’t cover your requirements with an “all your 
eggs in one basket” approach.  As this mix changes, we have little historical 
data on how the grid will perform during contingencies, thereby bringing 
adequacy into question and whether the approaches used in the past to make 
that determination are still appropriate.   
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o Contingency Response for Distributed Energy Resources and Other Inverter-Based 
Resources 
 As out third choice it is important to understand the impact on the BES when 

Distributed Energy Resources isolate from the power grid because of rapid 
changes to the BES.  The key is visibility of all resources on the BES or 
possibly also on the distribution system.   

 
Item 2: Application of Cost Effectiveness Methods for Standard Development 

• Overall, NRECA strongly supportive of efforts to evaluate the cost-effectiveness of NERC 
Reliability Standards.  Providing reliable and affordable electricity to consumers is critical to 
our success as an industry.  The spirit and intention of the cost-effectiveness activities are well 
meaning.  We are largely supportive of the Phase 1 Cost Impact Analysis performed in 
conjunction with the development of the SAR which seeks to identify whether and how to 
proceed with the standards development process but Phase 2 of these activities falls short of 
establishing a process that ensures the necessary balance between limited resources and 
reliability benefits is achieved.   

• A contributing factor to the issues in NERC’s approach to evaluating cost-effectiveness is that 
it is proposing to perform the cost-effectiveness assessment prior to the implementation of 
standards when realistic cost estimates likely do not exist.   

• Ultimately, the current Phase 2 approach translates to the issuance of canned questions 
during the stakeholder comment period of the standards development process.  No guidance 
is given to standards drafting teams on how to assess the feedback received and how to 
create more cost-effective standards.  While we recommend that this approach be 
discontinued, if the existing approach is maintained, sufficient guidance to standards drafting 
teams must be incorporated into the Drafting Team Reference Manual.  The only guidance 
currently provided in the Drafting Team Reference Manual is to report any stakeholder 
feedback regarding costs.  There is no mention of how to incorporate cost-related feedback 
into the development of the requirements. 

• In addition to pre-implementation estimates, (1) NERC should focus analysis efforts where 
actual cost data exists and (2) focus new standards development efforts on the use of existing 
tools that have the potential to create cost-effective standards.    

• Since existing standards were largely developed without cost-benefit principles in mind, a 
substantial improvement could be realized by evaluating existing requirements for cost-
effectiveness.  An evaluation of all currently effective NERC Reliability Standards should be 
conducted by subject matter experts assessing three factors that have the potential to 
unnecessarily increase costs: 

o For those requirements identified that prescribe a specific method to achieve a 
reliability objective, modifications should be proposed that are in line with the results-
based standards initiative.   

o For those requirements with a defined frequency that could be extended, alternative 
frequencies should be considered to increase the cost-effectiveness.   

o For those requirements in which it is unduly costly to document and demonstrate 
compliance, subject matter experts should confer with NERC compliance staff to 
identify alternative methods by which performance can be demonstrated.  Auditor 
practice guides should be developed documenting these alternative evaluation 
methods and be made available to regional audit staff and registered entities. For 
those requirements in which the reliability benefit could be achieved at a lower cost, 
subject matter experts should confer with NERC compliance staff to identify alternative 
methods by which the reliability benefit can be achieved.  Finally, for those 
requirements that are simply not cost effective, consider retirement. 

• Leverage Existing Tools and Programs to Create New Standards in a Cost-Effective Manner 
o The October 2012 CEAP (Cost Effective Analysis Process) document states that the 

Phase 2 Cost Effectiveness Analysis should allow for “industry to evaluate and propose 
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alternative approaches for achieving the reliability objectives of the standard” as they 
are commenting on a draft standard.  Rather than reviewing industry responses to 
canned questions, NERC should encourage standards drafting teams to utilize Field 
Trials for new standards so that actual implementation cost data can be collected and 
analyzed rather than relying on the speculation offered during the stakeholder 
comment process.  Additional benefit could be achieved by ensuring drafting teams 
maintain strict adherence to the results-based standards format.  The Phase 2 Cost 
Effectiveness Analysis assumes that a requirement necessarily prescribes a particular 
method to achieve a reliability objective and instructs the standards drafting team to 
request feedback from industry on whether an alternative approach may achieve the 
same objective.  Rather, the requirement itself, consistent with the results-based 
standards initiative, should simply state the reliability objective leaving Registered 
Entities the flexibility to choose any solution during implementation. 

 
 
Barry R. Lawson 
Regulatory Affairs, Senior Director 
National Rural Electric Cooperative Association (NRECA) 
703.907.5781 
barry.lawson@nreca.coop  

mailto:barry.lawson@nreca.coop
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NERC Board of Trustees 
 

St. Louis, MO 
May 10-11, 2017 

Policy Input of the Merchant Electricity Generator and Electricity Marketer 
Sectors 

 
Sector 6, Merchant Electricity Generator, and Sector 7, Electricity Marketer,1 take this 
opportunity to provide policy input in advance of the upcoming St. Louis NERC Member 
Representatives Committee (“MRC”) and Board of Trustees (“BOT”) meetings.  
 
In the quarterly policy input letter, BOT Chair Roy Thilly requested of MRC Chair John 
Twitty that the MRC provide input on two areas of interest to the BOT. Herein the 
Merchant Electricity Generator and Electricity Marketers (G&Ms) respond to the topics: 
(1) Special Assessment Topics, and, (2) Application of Cost Effectiveness Methods for 
Standards Development.  
 
Key Points 
 

• The G&Ms sectors offer two topics for Special Reliability Assessments; and,   
• generally support the Cost Assessment Activities as proposed and wish to review 

current standards for cost effectiveness as well.   
 
Special Reliability Assessment Topics 
 
BOT Questions:  

The Board is requesting the MRC members prioritize three special 
assessment topics with an explanation of their importance. 

 
G&Ms are pleased to identify two special assessment topics that are considered higher 
priority above others.  Those two are 1) Evaluation of Resource Adequacy Approaches, 
and 2) Changing End-Use load Characteristics and Dynamic Load Modeling.   
 

1) Evaluation of Resource Adequacy Approaches 
 
This topic is high-level, and its findings and recommendations can be used to impact 
one or more of the other related resource adequacy assessment topics on the list in 

                                                 
1 The Electric Power Supply Association (“EPSA”) endorses the Sector 6 & 7 policy input.  Celebrating its 
20th anniversary in 2017, EPSA is the national trade association representing leading independent power 
producers and marketers.  EPSA members provide reliable and competitively priced electricity from 
environmentally responsible facilities using a diverse mix of fuels and technologies.  Power supplied on a 
competitive basis collectively accounts for 40 percent of the U.S. installed generating capacity.  EPSA 
seeks to bring the benefits of competition to all power customers.  This pleading represents the position of 
EPSA as an organization, but not necessarily the views of any particular member with respect to any 
issue. 
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Attachment A. Therefore, this item is listed first because G&Ms believe that revised 
approaches or practices resulting from this evaluation can be applied and make for 
better and more informed assessments for resource adequacy issues, including the 
assessment topic of Accelerated Nuclear Retirements.   
 

2) Changing End-Use Load Characteristics and Dynamic Load Modeling 
 
This potential assessment subject has been a concern of the G&Ms for several years as 
changing load characteristics impact the expected dynamic response from generators in 
real-time operations. Better understanding how loads will respond to future 
contingencies can help all parts of the industry determine how to provide needed 
dynamic support.  We believe observations from this assessment can be used to inform 
another of the suggested assessments: Contingency Response for Distributed Energy 
Resources.  While there may be a chicken-and-egg association here, G&Ms feel that 
understanding changing load characteristics, which have minimal standardized 
operating requirements, can be used to inform how distributed energy resources and 
other resources can be part of an improved solution.   
 
G&Ms look forward to the discussion in St. Louis on the Special Assessment Topics. 
 
 
Cost Effectiveness Activities 
BOT Question: 

The Board requests MRC policy input on the current and proposed cost-
effectiveness activities, including whether they are sufficient or if 
additional approaches should be considered. 

 
G&Ms support the current and proposed cost effectiveness activities.  The need to 
consider costs and alternatives is essential as the industry reaches a point of 
diminishing reliability returns for higher costs to implement new standards in a maturing 
standard-compliance model.  Generator owners are encouraged by remarks that current 
standards will be reviewed using cost effectiveness as a consideration.  This may be 
where the real cost effectiveness initiative can realize its full potential. 
 
While we support the activities, there are limits and expectations that need to be placed 
on the use of cost effectiveness activities.  There appears to be a desire for standards 
commenters to include cost data when requested, the inference being that the data 
should be accurate.  For new standards, many commenters will only be able to provide 
gross cost estimates due to the uncertainty of how to best implement the standard for 
their situation and the limited time of the comment period to develop estimated costs.  
Further complicating the matter is how the standard drafting team extrapolates the 
limited and differing cost data they receive to reflect overall costs.  The lack of accurate 
information does not bode well for proper decision making.   
 
Reviewing existing standards has the advantage of using documented costs for 
implementation as well as the associated effectiveness from compliance or operating 
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performance.  Reviewing actual costs and assessing documented effectiveness of 
existing standards could lead to improving standards and reducing the underlying costs 
associated with implementation and compliance.  G&Ms encourage further work by 
NERC on the cost effectiveness of existing standards.   
 
Additional Input 
 
G&Ms have concerns with the recent voting on the proposed standard CIP-013-1 for 
Cyber Security Supply Chain Risk Management.  The weak vote “For” the draft 
standard shows there are fundamental problems with the standard that are likely not 
going to be resolved within the one-year timeframe ordered by FERC.  The specter of 
missing this deadline could trigger the use of Section 321 whereby the NERC BOT 
passes a standard that is not supported or approved by industry stakeholders.  G&Ms 
do not support the use of this tactic.  G&Ms strongly encourage the NERC BOT and 
staff to pursue avenues with FERC to extend the deadline and allow for a change in the 
scope and direction of the standard so a workable standard can be drafted and 
approved by stakeholders.  
 
We look forward to the discussion in St. Louis. 
 
 
Sincerely, 
/s/ 
Sector 6 Merchant Electricity Generator Representatives: 
 
Martin Sidor 
NRG 
Donald Holdsworth 
PSEG 
 
Sector 7 Electricity Marketer Representative: 
 
Jack Cashin 
EPSA 
 
 
May 25, 2017 
 
 
 
 
 
 
 
 



MEMORANDUM 
TO: Roy Thilly, Chair NERC Board of Trustees 
FROM: Jacqueline Roberts and Herb Schrayshuen– MRC Sector 9 Small End-Use Electricity 
Customer Representatives 
 
DATE:  April 26, 2017 
SUBJECT:  Small End-Use Sector (9) Response to  

Request for Policy Input to the NERC Board of Trustees 
 

The representatives to the NERC Member Representatives Committee for the Small End‐Use Customer 

Sector (9) appreciate the opportunity to provide these comments in response to the requests in your 

letter to Mr. John Twitty dated April 6, 2017. 

Item 1: Special Reliability Assessments under Consideration 

Q1. Using the list provided in Attachment A as a starting point, the Board is requesting the MRC 

members prioritize three special assessment topics with an explanation of their importance.   

Sector 9 response‐ Sector 9 members identified the three most important assessment topics in the list 

below. We have prioritized all of the special assessment topics with the reasoning as explained below:  

1. Contingency Response for Distributed Energy Resources and Other Inverter‐ Based Resources 

2. Accelerated Nuclear Retirements 

3. Changing Resource Mix Impacts on Planning and Operational Reserves 

4. Changing End‐Use Load Characteristics and Dynamic Load Modeling 

5. Changing Resource Mix Impacts on Demand and Variable Resource Forecasting 

6. Evaluation of Resource Adequacy Approaches 

7. Capacity Value for Generation with Non‐ Firm Fuel 

The recent discussion at the February meeting highlights the inverter problem and is very important in 

those areas where there are currently significant penetrations of inverter technology based installed 

generation capacity.  It is important to address this issue as soon as possible so that new installation can 

provide the post disturbance support needed to assure reliable operation of the bulk power system. 

The most recent issues with new nuclear build, related to the financial viability of the prime contractor, 

bring new urgency to planning for downside outcomes relative to new and existing nuclear resources. 

That is why this issue moves to # 2 on our priority list. 

With the delay in implementation of the Clean Power Plan we move all of the changing resource mix 

related studies (#3, 4, 5) downward in priority. The operational reserves portion of the changing 

resource mix issue keeps that topic as # 3 on our list. 

Regarding #6 we note also that there has been significant work in the Planning Committee on 

probabilistic resource adequacy assessments. We believe this work addresses the topic, but also support 



the outreach effort for states to understand the variable generation issues and risks to reliability as a 

worthwhile effort.  

Regarding #7 our sector believes that the capacity value of fuel in terms of common mode events 

(pipeline, or storage facility failure) has been or is being addressed in some high single fuel dependence 

areas. We recognize that other areas have substantial unaddressed fuel interruption risks. We believe 

those areas are aware of their risks and will work toward solutions on their own. 

 

What is the current capacity of the current NERC personnel (including supporting stakeholder subject 

matter experts) and the current NERC budget to handle special assessments?  Is it, 1, 2, 3, 4 or some 

other number of special assessments? The BoT might consider asking the industry or NERC management 

what the potential benefits in terms of reliability risk reduction is if personnel and budget resources 

were raised to handle more assessments?  Does the benefit of addressing additional special assessments 

warrant the cost increase to the ultimate electricity consumers for NERC to undertake the additional 

assessments? 

Item 2:  Application of Cost Effectiveness Methods for Standards Development:   

Q2. The Board requests MRC policy input on the current and proposed cost‐effectiveness activities, 

including whether they are sufficient or if additional approaches should be considered.  

Sector 9 response‐ It is very difficult to obtain a valid cost benefit assessment for avoiding blackouts. 

Sector 9 recognizes that it is cost prohibitive to create a service environment where prevention oriented 

methods result in zero outages. The sector also is cognizant of the cost of the implementation of the 

standards requirements themselves.   

The NERC Staff proposal consists of four parts: 

1. Cost effectiveness related questions to stakeholders in periodic reviews 

2. Cost effectiveness related questions in Standard comment periods 

3. Evaluate compliance and enforcement cost impacts 

4. Cost related comment themes to be provided during Board of Trustees standards approval 

related presentations 

Sector 9 recommends the addition of the following question in process activities 1 and 2 above as 

follows: 

Does the responding utility or other commenter have a more cost effective approach of achieving 

the stated reliability objective in any standard requirement or to meet the results called for in the 

purpose statement of the standard?  

This will create an environment wherein if a no more cost effective approach can be identified 

found, then society can be assured that the most cost effective approach is being taken. If a risk 



remains high, then it will be clear that recovery and restoration related activities are more cost 

effective than prevention. This assurance will be important to those state, federal and provincial 

regulatory entities responsible for balancing societies need for economic and reliable outcomes 

within their jurisdictions. 
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Roy Thilly, Chairman 
NERC Board of Trustees 
3353 Peachtree Road NE 
Suite 600, North Tower 
Atlanta, GA 30326 
 

Re: Sector 12 Policy Input to NERC Board of Trustees 
 
Dear Mr. Thilly: 
 

Thank you for your letter dated April 6, 2017 (“Policy Input Letter”).  The NERC Member 
Representatives Committee (MRC) Sector 12 representatives (herein referred to as “State 
Government Sector”), supported by the National Association of Regulatory Utility Commissioners 
(NARUC), appreciate the opportunity to provide policy input on issues critical to NERC’s mission 
as an effective electric reliability organization. 
 

Item 1: Special Reliability Assessments Under Consideration 
 
The State Government Sector would prioritize the following three special assessment 

topics: 
 

• Contingency Response for Distributed Energy Resources and Other Inverter-Based 
Resources 
 

• Changing Resource Mix Impacts on Demand and Variable Resource Forecasting 
 

• Accelerated Nuclear Retirements 
 

Item 2: Application of Cost Effectiveness Methods for Standards Development 
 

 It was correctly stated in the Policy Input Letter that the State Government Sector has, for 
some time now, requested that cost be considered in standard development and review.  We are 
pleased that NERC has provided attention to this request in the Policy Input Letter.  That, in and 
of itself, shows continued progress on this topic. 
 
 As representatives from the State Government Sector who are not responsible for 
implementing standards, it is difficult to determine what the correct mechanism should be to 
incorporate the concept of cost into standard development and review.  The Policy Input Letter 
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similarly makes the point that those who will be subject to a proposed standard are in the best 
position to identify and quantify potential costs.     
 

As such, the State Government Sector, rather than focusing on the methodology utilized to 
incorporate cost into standard development and review, respectfully requests that NERC provide 
meaningful reporting related to the outcomes of these endeavors at least biannually.  According to 
the Policy Input Letter and agenda package, NERC has taken steps historically and recently to 
evaluate cost.  After the latest endeavors are initiated, the State Government Sector would like to 
know how these endeavors are tangibly impacting the standard development and review processes, 
if at all. 

 
As state regulators, cost is a major part of our vocabulary.  We are concerned about “gold 

plating,” waste, whether the expenditure is still needed, and whether outcomes are being achieved 
that are simply not worth the associated costs.  Because the costs associated with NERC standard 
implementation are pushed down to consumers, naturally, our concerns here are similar. 

 
The State Government Sector appreciates greatly the opportunity to provide input herein, 

and looks forward to NERC’s implementation of meaningful endeavors that will result in thorough 
reporting associated with the consideration of cost in standard development and review.  
 
 
Sincerely yours, 

/s/ Asim Z. Haque  /s/ David Clark 
 

Chairman Asim Z. Haque, Ohio Public Utilities Commission 
Commissioner David Clark, Utah Public Service Commission 

 
MRC Sector 12 Representatives 
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SERC Board of Directors 
Policy Input to NERC 

May 2017 
 

The SERC Board of Directors (SERC Board) appreciates the opportunity to provide policy input 
to the North American Electric Reliability Corporation (NERC) for the May 2017 NERC Board of 
Trustees and Member Representatives Committee (MRC) meetings. 
 
Item 1: Special Reliability Assessments under Consideration 
The SERC Board would prioritize the top three special assessment topics as follows: 
 

1. Contingency Response for Distributed Energy Resources and Other Inverter-
Based Resources 
Given the opportunities the upcoming August 21, 2017 solar eclipse could provide in 
capturing the reliability effects of photovoltaic devices (PVs) on the system in real 
time, the SERC Board encourages NERC to prioritize this special assessment in 
advance of that date.  
 

2. Combining the three special assessment topics on Distributed Energy 
Resources and Changing Resource Mix (i.e., Contingency Response for 
Distributed Energy Resources and Other Inverter-Based Resources; Changing 
Resource Mix Impacts on Demand and Variable Resource Forecasting; and 
Changing Resource Mix Impacts on Planning and Operational Reserves) 
With the current shift toward renewables and other cleaner forms of power 
generation, the SERC Board encourages NERC to develop a policy or technical 
guidance focused on identifying how to ensure an adequate level of reliability with 
the impact of Distributed Energy Resources and the Changing Resource Mix.   
 

3. Accelerated Nuclear Retirement 
The SERC Board encourages NERC to consider a more holistic view toward 
accelerated retirements in general, not just accelerated nuclear retirement.  NERC 
could also combine this topic with the proposed assessment topic regarding the 
Evaluation of Resource Adequacy Approaches for a more fulsome assessment of 
potential resource issues. 

 
The SERC Board ranks its top three special assessment topics with an explanation of their 
importance as follows: 
 

1. Contingency Response for Distributed Energy Resources and Other Inverter-
Based Resources 
SERC has the second largest penetration of solar PVs in the continental United 
States with PV generation eclipsing wind generation and other renewable resources 
in the SERC Region.  The Energy Information Administration and NERC both collect 
data regarding the growing reliance on PV as a viable utility-scale energy resource, 
and still more PV resources exist behind the meter and are not captured in these 
statistics. 
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Given the large penetration of PVs, in the SERC footprint and across the U.S., the 
SERC Board encourages NERC to take advantage of the rare opportunity the 
upcoming August 21, 2017 solar eclipse could provide for the ERO to capture the 
effects of PVs on the system in real time.  In certain respects, the solar eclipse 
represents a broad system contingency.  With proper foresight, the ERO would be 
able to capture real time data pertaining to actual contingency response, such as 
capturing the actual shift in demand for the duration of the eclipse; identifying where 
real ramping issues exist; and testing demand response in relation to Distributed 
Energy Resource penetration (contingency response).  This contingency response 
analysis could be conducted in real time, and would capture information that could 
only otherwise be assumed in an offline simulation.  Additionally, while system 
operations and generator dispatch during the time of the solar eclipse “contingency” 
may affect the ability to completely gauge system response, data collection during 
the eclipse would still be a valuable exercise to witness solar penetration levels that 
may otherwise remain unknown.  For this reason, the SERC Board encourages 
NERC to prioritize its special assessment on Contingency Response for Distributed 
Energy Resources and other Inverter-Based Resources in advance of the August 21, 
2017 solar eclipse given the valuable insights real time contingency analysis could 
provide with respect to the impact PVs have on reliability.   
  

2. Combining the three special assessment topics on Distributed Energy 
Resources and Changing Resource Mix (i.e., Contingency Response for 
Distributed Energy Resources and Other Inverter-Based Resources; Changing 
Resource Mix Impacts on Demand and Variable Resource Forecasting; and 
Changing Resource Mix Impacts on Planning and Operational Reserves) 
The Clean Power Plan (CPP), as a policy initiative, appears to have run its course.  
As a result, a steep transition from coal to other fuel sources will likely not materialize 
in the coming years as originally hypothesized.  Nevertheless, the CPP was 
indicative of a broader societal shift away from fossil-based fuels and toward 
renewable and other cleaner forms of power generation.  The reliability analyses 
performed in preparation for CPP implementation tended to show that a gradual and 
deliberate shift of resource portfolios can be accommodated through normal 
interconnection processes.  
 
Accordingly, a well thought out policy or technical guidance focused on identifying 
how to ensure an adequate level of reliability with the changing resource mix would 
serve the industry well.  Work that has already been done could be leveraged to 
develop this policy or technical guidance, such as the work the SERC Engineering 
Committee is doing to scope the Changing Resource Mix as well as the work that 
has already been done by the Distributed Energy Resources Task Force.  For this 
reason, the SERC Board encourages NERC to prioritize the special assessment 
topics that related to Distributed Energy Resources and changing resource mix.  
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3. Accelerated Nuclear Retirements 
The SERC Board agrees that a special assessment around accelerated nuclear 
retirements is important given the impact nuclear plant retirements could have on 
Bulk-Power System reliability.  However, accelerated deactivation of large generation 
facilities in general could have significant reliability impacts regardless of the fuel 
source.  Nuclear plants are not unique in this characteristic.  The SERC Board 
encourages NERC to consider a more holistic view toward accelerated retirements.  
NERC could also combine this topic with the proposed assessment topic regarding 
the Evaluation of Resource Adequacy Approaches for a more fulsome assessment 
of potential resource issues. 

 
Item 2: Application of Cost Effectiveness Methods for Standards Development 

The SERC Board agrees with the proposal to seek input on cost effectiveness during the 
periodic review and development processes, noting that some significant costs in 
Standards implementation may not be quantifiable during this time. 

  
The SERC Board commends NERC for its work on the Cost Effective Analysis Process (CEAP).  
The SERC Board also agrees with the proposal to seek input on cost effectiveness during the 
periodic review process as well as during the public comment periods of proposed new and 
revised Reliability Standards given that input received at this stage could help Standard drafting 
teams come up with alternative considerations in Standards development for potential cost 
savings while still achieving the necessary reliability benefit. 
  
However, the SERC Board also notes that cost information applicable to the implementation of 
a new or revised Reliability Standard may not always be quantifiable during the development of 
a Standard.  Therefore, while every effort should be made to understand cost effectiveness 
during the Standard development process, the CEAP should also account for significant costs in 
Standards implementation that may not be quantifiable until a later date.    
 
 
 
 



 

MEMORANDUM 
 

TO:   Roy Thilly, Chair 
  NERC Board of Trustees 
 
FROM: Carol Chinn  

Vicken Kasarjian 
  William J. Gallagher 
  David Osburn 
 
DATE:  April 26, 2017  
 
SUBJECT: Response to Request for Policy Input to NERC Board of Trustees  
 
 
The Sector 2 and 5 members of the NERC Member Representatives Committee (MRC), 
representing State/Municipal and Transmission Dependent Utilities (SM-TDUs), appreciate the 
opportunity to respond to your letter dated April 6, 2017 to Mr. John Twitty, Chair of the MRC, 
requesting policy input on topics that will be of particular interest during the upcoming meetings of 
the NERC Board of Trustees (BOT), Board committees, and the NERC MRC on May 10-11, 2017. 

Summary of Comments 

 Item 1: Special Reliability Assessments Under Consideration 

o With the decline of base-load generation and the increase in variable generation in the 
supply mix, the SM-TDUs propose to prioritize the following three areas for 
consideration in an upcoming Special Assessment: “Accelerated Retirements of Base-
load Resources,”1 “Changing Resource Mix Impacts on Planning and Operational 
Reserves,” and “Evaluation of Resource Adequacy Approaches.” 

 Item 2: Application of Cost Effectiveness Methods for Standards Development 

o NERC should establish a formal initiative to document steps to evaluate not only new 
Reliability Standards, but also existing Reliability Standards for their cost effectiveness. 
Any evaluation must include the associated compliance and enforcement costs  

o For both new and existing Reliability Standards, cost effectiveness assessments must 
include consideration of disparate cost impacts on smaller registered entities. And, 
NERC should ensure that the consideration of cost effectiveness will not lead to more 
prescriptive, less performance-based Reliability Standards. 

 

																																																													
1  Please note that the Policy Input Letter Attachment A lists “Accelerated Nuclear Retirements” as a topic. The 
SM-TDUs consider this too narrow of a scope and therefore would support a broader assessment of all base-load 
generation retirements.  
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o Specifically, for new Reliability Standards, the SM-TDUs support the two-stage 
approach for consideration of the cost effectiveness during the drafting of a new 
Reliability Standard, but would urge NERC to interpose a third phase that would look at 
the cost effectiveness of newly adopted Reliability Standards within two years of the 
effective date of such standards. 

 The cost effectiveness process should incorporate these additional 
considerations: 

 While the individual Standard Drafting Teams (SDTs) would take 
the lead in assessing the cost effectiveness of the standards they are 
drafting, there should be a feedback and oversight mechanism for 
NERC and the Standards Committee to ensure consistency and 
standardization in such assessments. 

 The cost effectiveness assessment at the Standard Authorization 
Request (SAR) stage should take into account the “Guideline on 
Consensus Building and SAR Development”2 approved by the 
Standards Committee in June 2016. 

 A cost effectiveness assessment should be conducted within two 
years after a Reliability Standard’s effective date. 

o Specifically, for existing Reliability Standards, much like the Paragraph 81 process for 
review of standards to be retired, NERC should solicit from stakeholders a listing of 
candidate Reliability Standards whose cost effectiveness is in question and prioritize the 
process for review and revision (or retirement) of such standards to achieve cost 
effectiveness. 

Item 1: Special Reliability Assessments Under Consideration 

Using the list provided in Attachment A as a starting point, the Board is requesting 
the MRC members prioritize three special assessment topics with an explanation of 
their importance. 

The SM-TDUs have long supported NERC’s performance of special assessments to supplement its 
long-term and seasonal reliability assessments on important reliability considerations that deserve 
special focus, and we appreciate the opportunity to provide input in NERC’s selection of topics to 
be addressed in upcoming special assessments. As you requested, the SM-TDUs would prioritize 
the following three areas for consideration in an upcoming Special Assessment: “Accelerated 
Retirements of Base-load Resources,” “Changing Resource Mix Impacts on Planning and 
Operational Reserves,” and “Evaluation of Resource Adequacy Approaches.” 

																																																													
2  This Guideline included in the Standards Committee’s agenda package for its June 15, 2016 meeting (Item 
9b(ii)(1)), which is available at: http://www.nerc.com/comm/SC/Agenda%20Highlights%20and%20Minutes 
/SC%20Agenda%20Package%20June%2015%202016.pdf. 
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“Accelerated Nuclear Retirements” is the first topic listed in Attachment A to the policy input 
request,3 and with an expansion to cover retirements of all base-load units. The SM-TDUs agree 
that a special assessment is needed to address the impacts of such retirements. As the SM-TDUs 
commented in our policy input dated August 3, 2016, a detailed assessment of the implications for 
nuclear retirements was notably absent in the CPP Phase II Report.4 In this August 3, 2016 policy 
input, we noted that “with respect to the Accelerated Nuclear Retirements Generation Case, the 
CPP Phase II Report failed to provide any guidance or possible alternative paths forward to 
address, in a practical and useful manner, the very large base load capacity losses and attendant 
reliability impacts that necessarily occur when an existing nuclear unit retires.” With the most 
recent announcements concerning Diablo Canyon in California and Indian Point in New York, 
addressing this open issue has become even more important. 

The SM-TDUs, however, would strongly urge NERC to consider expanding this special 
assessment to cover the retirements of all base-load generation, not just nuclear resources. Even 
with the suspension of the Clean Power Plan and the Trump Administration’s support for the coal 
industry, it is apparent that the market forces and public policies that are driving the acceleration of 
nuclear retirements (e.g., low natural gas prices and state and local support for wind, solar and 
other renewables) will have the same impact on traditional coal-fired base-load generation. As 
noted in Utility Dive’s recent survey: 

Utility executives were most confident about the growth of utility-
scale solar and distributed generation in their service areas, followed 
by distributed and grid-scale storage, wind and natural gas. They 
were most pessimistic about coal, oil and nuclear. 

… In no region did more than 10% of respondents indicate an 
expectation of any coal growth in the fuel mix, reflecting more 
competitive economics for natural gas and renewable energy across 
the nation.5 

While the same factors contributing to the accelerated retirement of nuclear plants likely will drive 
retirements of coal-fired generation, it also is apparent that the retirements of any base-load 
resource, whether nuclear or coal-fired, will raise similar issues to be reviewed in the special 
assessment (i.e., “generation adequacy, essential reliability services and fuel diversity and 
security”). The SM-TDUs submit that expanding the special assessment to cover the retirement of 
all base-load generation, not just nuclear, will not change the fundamental nature of the analysis 

																																																													
3  “NERC Special Reliability Assessment Topics Under Consideration” (March 2017). 

4  Potential Reliability Impacts of EPA’s Clean Power Plan Phase II (May 2016). 

5  Utility Dive, 2017 State of the Electric Utility Survey at 27, 30, available at 
http://www.utilitydive.com/library/2017-state-of-the-electric-utility-survey-report/ (April 2017); see also id. at 28 
(noting that 52% of the respondents predicted that coal-fired generation would “decrease significantly” over the next 
10 years). 
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proposed on this topic and would broaden the appeal and usefulness of this special assessment to a 
wider set of stakeholders.6 

The SM-TDUs also support prioritization of special assessments for “Changing Resource Mix 
Impacts on Planning and Operational Reserves” and “Evaluation of Resource Adequacy 
Approaches.” This is for many of the same reasons why we support a special assessment on 
retirements of base-load generation. The changing generation resource mix is a primary concern as 
traditional base-load resources likely become a smaller part of the fleet and the penetration of 
intermittent resources continues to rise. The SM-TDUs recognize that the ways we have 
historically accounted for these resources in planning will need to evolve as the resource mix 
changes. While we would not support Reliability Standards to address these issues or NERC’s 
direct involvement in modelling or planning, the SM-TDUs would welcome input from a special 
assessment that applies NERC’s technical expertise to survey analytical techniques used to assess 
and account for variable generation resources. 

Item 2: Application of Cost Effectiveness Methods for Standards Development 

The Board requests MRC policy input on the current and proposed cost-
effectiveness activities, including whether they are sufficient or if additional 
approaches should be considered. 

The SM-TDUs fully support NERC’s efforts to address cost effectiveness as part of standards 
development and strongly urge NERC to move with all deliberate speed to formalize this process. 
The evaluation of the cost effectiveness of standards must include compliance and enforcement 
costs. It is resource intensive to document, archive evidence for years and have proof of 
compliance for an audit, self-certification or spot check. And it is imperative that NERC apply its 
assessment of cost effectiveness not only to new Reliability Standards, but also to existing 
Reliability Standards. As the Commission noted ten years ago in Order No. 693, “[a] Reliability 
Standard may take into account the size of the entity that must comply and the cost of 
implementation.”7 While we appreciate the hard work conducted by NERC to explore the issue of 
cost effective standards, including the Cost Effectiveness Analysis Process proposed in 2011 and 
the subsequent pilot programs, it has not progressed nearly far enough and the SM-TDUs would 
ask that the BOT elevate the status of this work to a formal ERO initiative. As with other recent 
initiatives (such as the Reliability Assurance Initiative and the Risk-Based Registration Initiative), 
a formal prioritization and project schedule are needed to ensure that the exploration of cost 
effectiveness of Reliability Standards does not continue on an ad hoc basis. 

As a general principle that applies to new and existing Reliability Standards, it is important that 
any consideration of cost effectiveness include consideration of the disparate cost impacts of a 
Reliability Standard on smaller registered entities. Logically, the costs of complying with a 
Reliability Standard include both a non-recurring implementation cost as well as a recurring 
																																																													
6   In fact, this broader interest was echoed in a recent memorandum from Secretary of Energy Rick Perry (Perry, 
Rick, Memorandum to Chief of Staff re Study Examining Electricity Markets and Reliability, available at 
https://s3.amazonaws.com/dive_static/paychek/energy_memo.pdf (Apr. 14, 2017). 
7  Mandatory Reliability Standards for the Bulk-Power System, Order No. 693, 72 Fed. Reg. 16,416 (Apr. 4, 
2007) FERC Stats. & Regs. ¶ 31,242 at P 6 (2007). 
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maintenance cost it is reasonable to consider that such costs likely will burden smaller utilities 
more severely than larger utilities. As noted above, the Commission specifically found that “[a] 
Reliability Standard may take into account the size of the entity that must comply.” Moreover, the 
Commission is required under the Regulatory Flexibility Act to look specifically at cost impact of a 
proposed rule (such as a rule to adopt a proposed Reliability Standard) on “small entities.” And, the 
development of this cost impact record for the Commission through cost effectiveness assessments 
in the development and during application of Reliability Standards would facilitate the 
Commission’s review of Reliability Standards. 

In addition, the adoption of a formal cost effectiveness process should not come at the expense of 
performance-based standards. When a Reliability Standard is appropriately drafted to identify the 
reliability goal to be achieved (the “what”) while avoiding prescriptively dictating the means of 
achieving that goal (the “how”), the Reliability Standard empowers each registered entity to decide 
for itself the most cost effective way to comply. As cost effectiveness of a Reliability Standard is 
considered, it will necessarily assume a particular approach to implementation and compliance, and 
cost data based on that assumption. The SM-TDUs, however, would caution against hard-coding 
that assumption into the requirements of the Reliability Standard because that would undermine 
NERC’s goal of drafting performance-based standards.  

With these general principles in mind, for new Reliability Standards specifically, the SM-TDUs 
support a two-phase approach like the one used with the pilot project in Project 2015-10: Single 
Points of Failure TPL-001, but would also add a third phase in which a newly adopted Reliability 
Standard would be evaluated for cost effectiveness within 2 years of its effective date. Under the 
approach currently governing the pilot project, the SDT would first solicit comments on the cost 
effectiveness of a proposed Reliability Standard in the review of a proposed SAR, and once a draft 
standard is developed, the SDT would conduct an assessment of implementation costs for specific 
types of registered entities that may incur an incremental burden in complying with the draft 
standard. However, the actual cost effectiveness of the standard will not be known until the 
Reliability Standard is actually implemented by responsible registered entities. Accordingly, a third 
phase is needed to ensure that cost effectiveness of newly adopted Reliability Standard is reviewed 
early on in its implementation and actual implementation costs (which may not have been expected 
during the drafting of the standard) can properly be identified. This three-phase approach will 
allow for more holistic review of the cost effectiveness of new Reliability Standards, and this 
approach needs to be documented as part of the standard development process as soon as possible. 

In addition, the SM-TDUs would suggest the following reforms be incorporated into the cost 
effectiveness process when it is documented in detail: 

 While it is appropriate for the each SDT to take the lead in assessing the cost effectiveness 
of the Reliability Standard(s) it develops, the cost effectiveness process should include 
some mechanism for feedback and oversight by NERC and the Standards Committee. This 
mechanism would ensure consistency in the collection and assessment of cost effectiveness 
data and facilitate the standardization of such assessments as part of the overall standards 
development process. It also would minimize the possibility of disputes as to whether the 
implementation costs and reliability benefits of a particular standard have been properly 
considered and balanced. 
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 The first phase of the cost effectiveness process should reflect the references to cost 

effectiveness in the “Guideline on Consensus Building and SAR Development” adopted by 
the Standards Committee in June 2016. It is important during the SAR phase to achieve 
consensus on whether the reliability benefits anticipated by a proposed Reliability Standard 
will outweigh the costs of implementing it. 
 

 As noted above, the SM-TDUs suggest that NERC assess the cost effectiveness of a newly 
adopted Reliability Standard within two years of its effective date to ensure that the actual 
implementation costs and reliability benefits continue to support that standard. For any 
newly adopted Reliability Standard that proves not to be cost effective in actual 
implementation, the SM-TDUs would suggest accelerating the periodic review to determine 
whether that standard should be modified or retired. 

For existing Reliability Standards specifically, the bulk of the Reliability Standards have already 
been written without any review of cost effectiveness. Much like the Paragraph 81 process for 
review of standards to be retired, NERC should solicit from stakeholders a listing of candidate 
Reliability Standards whose cost effectiveness is in question, and prioritize the process for review 
and revision (or retirement) of such standards to achieve greater cost effectiveness. Thereafter, the 
process for conducting periodic reviews of Reliability Standards (Section 13.0 of the Standards 
Process Manual) should be updated to clarify that an assessment of the cost effectiveness of each 
Reliability Standard will be conducted during the periodic review for that standard.  

Thank you for the opportunity to provide this policy input. 
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