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November 19, 2007

VIA ELECTRONIC FILING
Ms. Kimberly D. Bose

Secretary

Federal Energy Regulatory Commission

888 First Street, NE

Washington, D.C. 20426

Re: North American Electric Reliability Corporation
Docket Nos. RM06-16-___ and RR08-___-___
Dear Ms. Bose:

The North American Electric Reliability Corporation (“NERC”) hereby submits this petition in accordance with Section 215(d)(1) of the Federal Power Act (“FPA”) and Part 39.5 of the Commission’s regulations seeking approval of the proposed reliability standard of NERC, NUC-001-1 — Nuclear Plant Interface Coordination standard, contained in Exhibit A to this petition.  The proposed NERC reliability standard has been approved by the NERC Board of Trustees.  NERC requests an effective date the first day of the quarter no sooner than fifteen months after approval by the Commission.  

NERC’s reliability standard petition consists the following:

· This transmittal letter;
· A table of contents for the entire petition;

· A narrative description explaining how the proposed reliability standard meets the Commission’s requirements;

· Reliability Standard, NUC-001-1 — Nuclear Plant Interface Coordination standard, submitted for approval (Exhibit A);
· The complete development record of the proposed reliability standard (Exhibit B); and
· The Standard Drafting Team roster (Exhibit C).
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Please contact the undersigned if you have any questions.







Respectfully submitted,
/s/ Rebecca J. Michael
Rebecca J. Michael

Attorney for North American Electric Reliability Corporation
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I. 
INTRODUCTION

The North American Electric Reliability Corporation (“NERC”)
 hereby requests the Federal Energy Regulatory Commission (the “Commission” or “FERC”) to approve, in accordance with Section 215(d)(1) of the Federal Power Act (“FPA”)
 and Section 39.5 of the Commission’s regulations, 18 C.F.R. § 39.5, one reliability standard, NUC-001-1 — Nuclear Plant Interface Coordination reliability standard.  This petition is the first request by NERC for Commission approval of this proposed reliability standard. 
On May 2, 2007, the NERC Board of Trustees approved NUC-001-1 reliability standard proposed by NERC.  NERC requests that the Commission approve the reliability standard and make it effective in accordance with the implementation plan included with the reliability standard in accordance with the Commission’s procedures.  Exhibit A to this filing sets forth the proposed reliability standard.  Exhibit B contains the complete development record of the reliability standard.  Exhibit C contains the Standard Drafting Team roster.
NERC also is filing this reliability standard with governmental authorities in Canadian provinces and with the National Energy Board.  
II. 
NOTICES AND COMMUNICATIONS

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

	Rick Sergel

President and Chief Executive Officer

David N. Cook* 

Vice President and General Counsel

North American Electric Reliability Corporation 

116-390 Village Boulevard

Princeton, NJ 08540-5721

(609) 452-8060

(609) 452-9550 – facsimile
david.cook@nerc.net
	Rebecca J. Michael*

Attorney

North American Electric Reliability      Corporation

1120 G Street, N.W.
Suite 990

Washington, D.C. 20005-3801

(202) 393-3998

(202) 393-3955 – facsimile

rebecca.michael@nerc.net
*Persons to be included on the

Commission’s service list are indicated with

an asterisk.



III. 
BACKGROUND
a. Regulatory Framework 

By enacting the Energy Policy Act of 2005,
 Congress entrusted FERC with the duties of approving and enforcing rules to ensure the reliability of the Nation’s bulk power system, and with the duties of certifying an ERO that would be charged with developing and enforcing mandatory reliability standards, subject to Commission approval.  Section 215 states that all users, owners, and operators of the bulk power system in the United States will be subject to the Commission-approved reliability standards.

b. Basis for Approval of Proposed Reliability Standard
Section 39.5(a) of the Commission’s regulations requires the ERO to file with the

Commission for its approval each reliability standard that the ERO proposes to become mandatory and enforceable in the United States, and each modification to a reliability standard that the ERO proposes to be made effective.  The Commission has the regulatory responsibility to approve standards that protect the reliability of the bulk power system.  In discharging its responsibility to review, approve and enforce mandatory reliability standards, the Commission is authorized to approve those proposed reliability standards that meet the criteria detailed by Congress: 

The Commission may approve, by rule or order, a proposed reliability standard or modification to a reliability standard if it determines that the standard is just, reasonable, not unduly discriminatory or preferential, and
in the public interest.
 


When evaluating proposed reliability standards, the Commission is expected to give “due weight” to the technical expertise of the ERO.  Order No. 672 provides guidance on the factors the Commission will consider when determining whether proposed reliability standards meet the statutory criteria.

c. Reliability Standards Development Procedure 
NERC develops reliability standards in accordance with Section 300 (Reliability

Standards Development) of its Rules of Procedure and the NERC Reliability Standards

Development Procedure, which is incorporated into the Rules of Procedure as Appendix 3A.  In its ERO Certification Order, the Commission found that NERC’s proposed rules provide for reasonable notice and opportunity for public comment, due process, openness, and a balance of interests in developing reliability standards and thus satisfies certain of the criteria for approving reliability standards.

The development process is open to any person or entity with a legitimate interest in the reliability of the bulk power system.  NERC considers the comments of all stakeholders and a vote of stakeholders and the NERC Board of Trustees is required to approve a reliability standard for submission to the Commission.

The proposed reliability standard set out in Exhibit A has been developed and approved by industry stakeholders using NERC’s Reliability Standards Development Procedure, and it was approved by the NERC Board of Trustees on May 2, 2007 for filing with the Commission.
d. Progress in Improving Proposed Reliability Standards 
NERC continues to develop new and revised reliability standards that address the issues NERC identified in its initial filing of proposed reliability standards in April 2006, the concerns noted in the Commission Staff Report issued on May 11, 2006, , and the directives the Commission included in Order No. 693, the first order the Commission issued approving NERC’s proposed reliability standards.
  NERC has incorporated these activities into its Reliability Standards Development Plan: 2008-2010 that was submitted to the Commission on October 5, 2007.  The reliability standard proposed for approval is a new reliability standard that addresses a key reliability goal that was not subject to Commission or staff review during the initial submission of NERC’s reliability standards.  Further, since the reliability standard is completed and approved, it is not included in NERC’s work plan.  
IV. 
JUSTIFICATION FOR APPROVAL OF PROPOSED RELIABILITY STANDARD 
This section summarizes the development of the proposed reliability standard and provides evidence that the proposed reliability standard meets the criteria for approval set by the Commission, that is, the proposed reliability standard is just, reasonable, not unduly discriminatory or preferential and in the public interest.  This section describes the reliability objectives to be achieved by approving the reliability standard and how the reliability standard meets the criteria the Commission has established.  The following section describes the stakeholder ballot results and how key issues were considered and addressed by the standard drafting team.  

The complete development record for the proposed reliability standard is available in Exhibit B.  This record includes the successive drafts of the reliability standard, the implementation plan, the ballot pool and the final ballot results by registered ballot body members, stakeholder comments received during the development of the reliability standard, and how those comments were considered in developing the reliability standard.  The standard drafting team roster is provided in Exhibit C.
a. Basis and Purpose of NUC-001-1 — Nuclear Plant Interface Coordination 
This reliability standard requires coordination between nuclear plant generator operators (may be generator owners or generator operators) and transmission entities for the purpose of ensuring nuclear plant safe operation and shutdown.  This proposed reliability standard, NUC-001-1 — Nuclear Plant Interface Coordination standard, addresses the coordination of interface requirements for two domains: (i) the bulk power system planning and operations; and (ii) the nuclear power plant licensing requirements for off-site power necessary to enable safe nuclear plant shutdown.  The proposed reliability standard represents the first such reliability standard that expressly addresses the interface between the bulk power system and the nuclear power plant.  The submission of this reliability standard is a landmark activity as it ensures that the unique needs of the bulk power system and the nuclear power plant at the interface are understood, formally documented, and adhered to in practice.  
The requirements applicable to the nuclear power plant are presented as Nuclear Plant Licensing Requirements (“NPLR”), while those applicable to the bulk power system are identified as system operating limits (“SOLs”) (or in severe cases, interconnection reliability operating limits).  The development of this watershed reliability standard provides a mutual benefit to both domains because a nuclear power plant generator must meet its NPLR in order to generate power in a safe manner, and bulk power system reliability is supported by the provision of the power to the grid by the nuclear plant.  Both domains operate under certain established reliability and safety concepts or processes to meet the individual needs of their respective domains.  This proposed reliability standard serves the important purpose of establishing a consistent set of expectations and the framework for coordinating and understanding the needs of both the bulk power system and the nuclear power plant at the interface.
The proposed reliability standard introduces four new definitions: nuclear plant generator operator, nuclear plant off-site power supply, NPLR, and nuclear plant interface requirements (“NPIRs”).  Further, the reliability standard proposes nine requirements summarized as follows:

R1.
The nuclear plant generator operator must provide the proposed nuclear plant interface requirements to the transmission entities with whom it interfaces.

R2.
The nuclear plant generator operator and the transmission entity must develop an agreement on the mutually-agreed upon NPIRs and how they are to be supported.

R3.
The transmission entity must incorporate the NPIR information into its planning analyses and forward the study results to the nuclear plant generator operator.

R4.
The transmission entity must incorporate the NPIR information into its operating analyses and operate to meet them.  

R5. 
The nuclear plant generator operator must operate in accordance with the agreement with the transmission entity.

R6.
The nuclear plant generator operator and the transmission entity must coordinate outages and maintenance activities that impact the NPIRs.

R7.
The nuclear plant generator operator must inform the transmission entity of actual or proposed changes at the plant that impact the NPIRs.

R8. 
The transmission entity must inform the nuclear plant generator operator of actual or proposed changes on the electric system that impact the NPIRs.

R9.
The nuclear plant generator operator and the transmission entity must include specific administrative, technical, operations, maintenance, coordination, communications, and training elements in the agreement as presented in the sub-requirements. 

Demonstration that the proposed reliability standard is just, reasonable, not unduly discriminatory or preferential and in the public interest
In Order No. 672, the Commission identified a number of criteria it will use to analyze reliability standards proposed for approval to ensure they are just, reasonable, not unduly discriminatory or preferential, and in the public interest.  The discussion below identifies these factors and explains how the proposed reliability standards have met or exceeded the criteria:

1. Proposed reliability standards must be designed to achieve a specified reliability goal 

Order No. 672 at P 321. “The proposed Reliability Standard must address a reliability concern that falls within the requirements of section 215 of the FPA. That is, it must provide for the reliable operation of Bulk-Power System facilities. It may not extend beyond reliable operation of such facilities or apply to other facilities. Such facilities include all those necessary for operating an interconnected electric energy transmission network, or any portion of that network, including control systems. The proposed Reliability Standard may apply to any design of planned additions or modifications of such facilities that is necessary to provide for reliable operation. It may also apply to Cybersecurity protection.”
Proposed reliability standard NUC-001-1 — Nuclear Plant Interface Coordination is designed to achieve the specific reliability goal of ensuring transmission entities understand and respect the nuclear power plant requirements for safe and reliable nuclear plant operations and safe nuclear reactor shutdowns, and that the nuclear plant generator operators understand the requirements for bulk power system operations and planning that affect and impact the grid interface at the nuclear power plant.  To achieve this goal, the proposed reliability standard establishes nine primary requirements for coordination between nuclear plant generator operators and transmission entities at the interface.  
According to the Nuclear Energy Institute, there are 104 operating nuclear reactors in the United States
 that provide almost 20% of the energy used in the U.S. annually.  These nuclear facilities require the bulk power system to interconnect and transport its energy across the grid.  Accordingly, it is necessary to have a clear understanding of the requirements on both sides of the interface to ensure power can be produced and delivered in a safe and reliable fashion.  It also is necessary to recognize the unique safe shutdown requirements at the nuclear power plants.  Requirement R2 requires documented agreements regarding planning, assessment, analysis and operation of the bulk power system relative to the safe and reliable operation and shutdown of the nuclear plants.  Requirements R3 through R8 provide additional specificity on the expectations of the nuclear plant generator operator and the transmission entities while Requirement R9 lists the required elements to be included in the agreement mandated by Requirement R2. 
This proposed reliability standard enables transmission entities and nuclear plant generator operators to consider and address the intersection of a myriad of activities with respect to planning, assessment, analysis, and operation issues.  The proposed reliability standard strikes a balance between the interests of both domains to achieve the communication and coordination necessary to meet the specified reliability and safety goals.  The agreements must be developed taking into account individual nuclear power plant license requirements that translate into NPIRs at the interface.  This is accomplished through Requirement R1 in which the nuclear plant generator operator provides its proposed NPIRs to the transmission entities.  Because unanticipated events in either domain may threaten to cause a violation of either a NPLR or a transmission reliability standard, the proposed reliability standard is important to facilitate prompt and effective communication and coordination as required in Requirements R3 through R8.  
2. Proposed reliability standards must contain a technically sound method to achieve the goal 

Order No. 672 at P 324. “The proposed Reliability Standard must be designed to achieve a specified reliability goal and must contain a technically sound means to achieve this goal.

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

· Nuclear power plant’s licensing requirements on a plant reactor basis that lead to mutually agreed-upon NPIRs for the nuclear domain; and
· Bulk power system reliability requirements that lead to mutually agreed upon NPIRs for the bulk power system domain as they affect the nuclear plant interface.  

Once identified per Requirement R1, the proposed NPIRs create a platform for establishing documented agreements (required in Requirement R2) under which the entities will coordinate planning, assessment, analysis, and operation of the bulk power system to ensure safe, nuclear plant operations and shutdowns.  The requirements within the standard are specific with respect to the required coordination (Requirements R3 through R8) and the general elements that must be included within the respective entities’ agreements as documented in Requirement R9 and its sub-requirements.  But the details of the agreements allow the unique nature of individual plant designs, physical/electrical interconnections with the grid, NPLR commitments, established regulatory standards, operational philosophies and procedures, and the specific day to day issues that arise in grid planning and operations to be accounted for within such agreements.  In particular, Requirement R9 and its sub-requirements of the proposed reliability standard each require that the agreement must include administrative elements, technical requirements and analyses, operations and maintenance coordination, and communication and training provisions.
Currently, many, if not all, nuclear plant generator operators and transmission entity owners of the offsite power sources identified in the plant’s technical specifications have agreements in place.  However, the agreements vary in scope and content and the requirements thereunder are not mandatory or enforceable under section 215 of the FPA.  This proposed reliability standard, once approved, will be mandatory and enforceable under section 215 of the FPA and will ensure each interface agreement addresses the critical elements needed to achieve the specified reliability objective.
3. Proposed reliability standards must be applicable to users, owners, and operators of the bulk power system, and not others 

Order No. 672 at P 322. “The proposed Reliability Standard may impose a requirement on any user, owner, or operator of such facilities, but not on others.”
The proposed reliability standard is applicable only to users, owners, and operators of the bulk power system, and not others.  The proposed reliability standard identifies applicable entities as the nuclear plant generator operator and transmission entities.  Transmission entities are defined, in the proposed reliability standard, as all entities that are responsible for providing services related to NPIRs.  Such entities may include one or more of the following: transmission operators, transmission owners, transmission planners, transmission service providers, balancing authorities, reliability coordinators, planning authorities, distribution providers, and load-serving entities.  Each of these entities is defined as a user, owner, or operator of the bulk power system.  NERC notes that certain entities as defined in the reliability standard, including, but not limited to, distribution providers, are transmission entities by virtue of their involvement with a nuclear plant, via a NPIR.  For example, a distribution provider who supplies backup power to a nuclear plant from a local 13.8 kV distribution system to meet the plant’s licensing requirements for offsite power for safe shutdown is considered a transmission entity.  In such a case, the distribution provider can impact the safety and reliability of the nuclear plant and the bulk power system.
Requirement R1 of proposed reliability standard NUC-001-1 requires the nuclear plant generator operator to identify all applicable nuclear plant generator operator and transmission entities that must be party to the agreement mandated by Requirement R2.  Because the relationship of each nuclear plant generator operator with its provider of transmission-related services is unique, it will be important and necessary for the registration process to identify on a plant-by-plant basis the specific transmission entities required to identify NPIRs and develop the requisite agreement.  Once the agreement becomes final, all applicable nuclear plant generator operator and transmission entities for each agreement will be identified by name and specific function. The respective Regional Entity will then be responsible for ensuring that each nuclear plant generator operator and transmission entities identified in the agreement(s) is registered on the NERC Compliance Registry for the applicable function(s).  NERC will work with the Regional Entities to ensure that all nuclear plant generator operator and transmission entities included in the agreements that result from the NPIRs are listed in the Compliance Registry for this specific reliability standard.    
4. Proposed reliability standards must be clear and unambiguous as to what is required and who is required to comply 

Order No. 672 at P 325. “The proposed Reliability Standard should be clear and unambiguous regarding what is required and who is required to comply. Users, owners, and operators of the Bulk-Power System must know what they are required to do to maintain reliability.”
As noted above, the proposed reliability standard applies to the nuclear plant generator operator and transmission entities (defined as including one or more of the following: transmission operators, transmission owners, transmission planners, transmission service providers, balancing authorities, reliability coordinators, planning authorities, distribution providers, and load-serving entities).  Also as discussed above, NERC will ensure its registration process provides for the identification of the specific transmission entities that are required to comply with this proposed reliability standard.  These entities will be explicitly identified in NERC’s Compliance Registry to ensure the obligation to comply is formally identified, documented, and acknowledged.  

The proposed reliability standard requirements are clear and unambiguous as to what is expected from applicable entities.  The proposed reliability standard has nine requirements, which include sub-requirements, which set forth the compliance obligations.  Requirement R9 identifies the elements required to be included in the agreements between nuclear plant generator operators and the transmission entities for each commercially operational nuclear reactor used to produce electricity.  The proposed reliability standard also clearly identifies in Requirement R2 that the agreements between nuclear plant generator operators and transmission entities must be developed, which must detail the mutually agreed upon procedures and protocols for coordination and communication at the interface.  The requirements also establish what the entities must do to coordinate planning, assessment, analysis, and operation of the power system to ensure safe, nuclear plant operations and shutdowns (Requirements R3 through R8).
5. Proposed reliability standards must include clear and understandable consequences and a range of penalties (monetary and/or non-monetary) for a violation 

Order No. 672 at P 326. “The possible consequences, including range of possible penalties, for violating a proposed Reliability Standard should be clear and understandable by those who must comply.”
The proposed reliability standard includes a violation risk factor for each main requirement in the reliability standard.  In addition, the reliability standard contains a description of violation severity levels that address the reliability standard’s requirements but not on a requirement-by-requirement basis.  NERC will develop violation severity levels for the NUC-001-1 standard to be included in the filing due on March 1, 2008 that are specific to individual requirements.  Once violation severity levels are approved by the Commission, the ranges of penalties for violations will be based on the applicable violation risk factor and violation severity levels and will be administered based on the sanctions table and supporting penalty determination process described in the Commission-approved  NERC Sanction Guidelines, located as Appendix 4B in NERC’s Rules of Procedure.  

6. Proposed reliability standards must identify clear and objective criterion or measure for compliance, so that it can be enforced in a consistent and non-preferential manner 

Order No. 672 at P 327. “There should be a clear criterion or measure of whether an entity is in compliance with a proposed Reliability Standard. It should contain or be accompanied by an objective measure of compliance so that it can be enforced and so that enforcement can be applied in a consistent and non-preferential manner.”
Each requirement in the proposed reliability standard is supported by a measure that clearly identifies what is required and how the requirement will be enforced.  These eight measures, with sub-requirements, will ensure the requirements are clearly administered for enforcement in a consistent manner and without prejudice to any party.  These eight measures are included in Section C of the proposed reliability standard.  Furthermore, to aid in the compliance monitoring processes, NERC will develop a reliability standard audit worksheet (“RSAW”) for this proposed reliability standard if it includes the reliability standard, once approved, in the list of actively monitored reliability standards for a particular program year.  As these RSAWs are guides, they assist the applicable entity in understanding what they are expected to provide in support of the particular measures to demonstrate compliance.
7. Proposed reliability standards should achieve a reliability goal effectively and efficiently - but does not necessarily have to reflect “best practices” without regard to implementation cost 

Order No. 672 at P 328. “The proposed Reliability Standard does not necessarily have to reflect the optimal method, or “best practice,” for achieving its reliability goal without regard to implementation cost or historical regional infrastructure design. It should however achieve its reliability goal effectively and efficiently.”

The proposed reliability standard helps the industry achieve the stated reliability goal effectively and efficiently.  The proposed reliability standard requires the identification and documentation of NPIRs (Requirement R2) relevant for both nuclear plant generator operators and the transmission entities at the interface and details the coordination and communication that is required to ensure the NPIRs are respected (Requirements R3 through R8).  The proposed reliability standard requires nuclear plant generator operators to expressly identify and provide proposed NPIRs to the transmission entity (Requirement R1), and for the transmission entity to identify its operational and system restrictions, and then to mutually agree on the NPIRs to be included in a documented agreement (Requirement R2).  For nuclear plant and transmission entity NPIRs that potentially may conflict in practice, the agreement must include the prospective course of action to be taken if a conflict occurs, as required in Requirements R9.3.4 and R9.4.2.  The required agreements and coordination will improve operations and planning at the interface, thereby improving efficiency.  NERC believes this cooperation and coordination is essential to effectively achieve the reliability goal.  
8. Proposed reliability standards cannot be “lowest common denominator,” i.e., cannot reflect a compromise that does not adequately protect bulk power system reliability 

Order No. 672 at P 329. “The proposed Reliability Standard must not simply reflect a compromise in the ERO’s Reliability Standard development process based on the least effective North American practice — the so-called “lowest common denominator”—if such practice does not adequately protect Bulk-Power System reliability. Although the Commission will give due weight to the technical expertise of the ERO, we will not hesitate to remand a proposed Reliability Standard if we are convinced it is not adequate to protect reliability.”
This proposed reliability standard does not reflect a “lowest common denominator” approach.  It requires users, owners, or operators of the bulk power system to coordinate with respect to planning, assessment, analysis, and operation of the bulk power system through establishment of NPIRs and the development of agreements, to ensure reliability of the bulk power system.  This proposed reliability standard advances system reliability from the current state in which coordination at the interface of the nuclear plant is not mandated explicitly.
In developing this proposed reliability standard, NERC conducted one ballot event, consisting of an initial ballot and a recirculation ballot required after the standard drafting team responded to comments associated with negative votes.  This one ballot event was successful in achieving the necessary 75% quorum of ballot pool participants and at least a two-thirds weighted segment affirmative vote to demonstrate industry consensus.  In this regard, the reliability standard as proposed was not balloted previously with a more stringent set of requirements that failed to achieve the required quorum and consensus.  
Further, the standard drafting team prepared three drafts of the proposed reliability standard, two that were published for industry comment, and the final version that was balloted.  The content of these drafts remained relatively consistent and no more stringent proposals were put forth for industry input and comment that were ultimately rejected.  The standard drafting team added further clarity to the proposed reliability standard to respond to stakeholder comments regarding: (a) clearly matching the title to reflect the content; (b) re-sequencing the requirements for better flow; (c) removing the reference to suspending the FERC Standards of Conduct; (d) restructuring the requirements to address transmission entity concerns that the NPIRs were being dictated to them; and, (e) adding insight into the use of the term ‘transmission entity.’  
9. Proposed reliability standards may consider costs to implement for smaller entities but not at consequence of less than excellence in operating system reliability 

Order No. 672 at P 330. “A proposed Reliability Standard may take into account the size of the entity that must comply with the Reliability Standard and the cost to those entities of implementing the proposed Reliability Standard. However, the ERO should not propose a “lowest common denominator” Reliability Standard that would achieve less than excellence in operating system reliability solely to protect against reasonable expenses for supporting this vital national infrastructure. For example, a small owner or operator of the Bulk -Power System must bear the cost of complying with each Reliability Standard that applies to it.”
While there will be costs incurred to formalize or align the currently-used interface agreements or to develop new agreements in line with the requirements in the proposed reliability standard, the benefits to the reliability of the bulk power system outweigh any such potential costs.  The proposed reliability standard will apply equally to all applicable entities in a consistent manner.  The record demonstrates that the cost impact to smaller entities was not a negative consideration in the development of the proposed reliability standard as no stakeholder offered comments in the public comment periods that pertained to cost based on the size of the entity.  The vital public interest of safe nuclear power plant operation outweighs the concern for costs potentially incurred by any entity, regardless of size.  Upon approval of the reliability standard and once identified as an applicable entity, all designated entities must comply with this proposed reliability standard.
10. Proposed reliability standards must be designed to apply throughout North America to the maximum extent achievable with a single reliability standard while not favoring one area or approach 

Order No. 672 at P 331. “A proposed Reliability Standard should be designed to apply throughout the interconnected North American Bulk -Power System, to the maximum extent this is achievable with a single Reliability Standard. The proposed Reliability Standard should not be based on a single geographic or regional model but should take into account geographic variations in grid characteristics, terrain, weather, and other such factors; it should also take into account regional variations in the organizational and corporate structures of transmission owners and operators, variations in generation fuel type and ownership patterns, and regional variations in market design if these affect the proposed Reliability Standard.”
The proposed reliability standard is a single standard that will be universally applicable in the U.S.  NERC also will file the proposed reliability standard with applicable governmental entities in Canada.  This proposed reliability standard recognizes the business and operational variations in the organizational and corporate structures of transmission owners, operators, variations in generation fuel type, and ownership patterns and practices and will be considered through the registration process.  The unique licensing requirements of each nuclear power plant are initially described through the individual nuclear plant generator operator’s proposed NPIRs (Requirement R1) that must be developed into mutually agreed upon NPIRs formalized through agreements between the nuclear plant generator operator and the transmission entity per Requirement R2.  The approach taken in the proposed reliability standard affords the flexibility to utilize a single standard that accommodates the organizational and technical differences between individual nuclear plants and their transmission entities.
11. Proposed reliability standards should cause no undue negative effect on competition or restriction of the grid 

Order No. 672 at P 332. “As directed by section 215 of the FPA, the Commission itself will give special attention to the effect of a proposed Reliability Standard on competition. The ERO should attempt to develop a proposed Reliability Standard that has no undue negative effect on competition. Among other possible considerations, a proposed Reliability Standard should not unreasonably restrict available transmission capability on the Bulk-Power System beyond any restriction necessary for reliability and should not limit use of the Bulk-Power System in an unduly preferential manner. It should not create an undue advantage for one competitor over another.”
This proposed reliability standard requires coordination, cooperation, and communication between and among nuclear plant generator operators and transmission entities per the elements to be included in the agreements as outlined in Requirement R9 and as specified in Requirements R3 through R8.  The proposed reliability standard was initially drafted such that the nuclear power plant entities could unilaterally identify or change the NPIRs as then defined without mutual collaboration and agreement with the transmission entity.  This approach could have created limitations on the bulk power system solely as a result of the NPIR declaration and resultant obligation of the transmission entity to operate the bulk power system to these NPIRs.  The standard drafting team responded to comments from Ameren, American Transmission Company, and the Midwest ISO Nuclear Plant Working Group during the first comment period for the draft reliability standard and created the term NPLRs.  NPLR is defined as the requirements included in the design basis of the nuclear plant and statutorily mandated for the operation of the plant, that includes its licensing requirements for off-site power supply and avoiding preventable challenges to nuclear safety.  The term NPIR was also modified to reflect the requirements based on NPLRs and bulk power system requirements that have been mutually agreed to by the nuclear plant generator operator and the applicable transmission entity.  These changes ensured that the transmission entities actively participated in the establishment of NPIRs and mitigated the potential for transmission limitations caused by unilateral decisions by the nuclear plant generator operators.  Additionally, in defining NPIRs and documenting them in the required agreements per Requirement R2, the transmission entities can safeguard against the acceptance of NPIRs not expressly tied to licensing requirements that could impose a constraint to grid operation and limit available transmission capability.

The proposed reliability standard also acknowledges that the obligation to public safety relative to nuclear plant operation establishes a unique set of requirements that other generating facilities are not subjected to.  In order to protect the common good, the applicable transmission entities must respect these unique requirements that maintain and/or restore offsite power adequate to supply minimum nuclear safety requirements.  The transmission entities, while respecting these NPIRs as provided for in the requirements of this proposed reliability standard, must then operate and plan the bulk power system in a non-discriminatory manner for all participants, respecting all system operating or interconnection reliability operating limits identified.  In this regard, the proposed reliability standard does not unduly constrain competition or restrict transmission capability beyond that necessary to satisfy the unique nuclear plant requirements.  
12. The implementation time for the proposed reliability standards must be reasonable. 

Order No. 672 at P 333. “In considering whether a proposed Reliability Standard is just and reasonable, the Commission will consider also the timetable for implementation of the new requirements, including how the proposal balances any urgency in the need to implement it against the reasonableness of the time allowed for those who must comply to develop the necessary procedures, software, facilities, staffing or other relevant capability.” 
The implementation plan for the proposed reliability standard indicates that the reliability standard is to become effective the first day of the quarter no sooner than fifteen months after regulatory approval by the Commission.  NERC believes this presents a reasonable time frame to identify the transmission entities that are responsible for compliance to the proposed reliability standard, to allow them to coordinate with the nuclear plant generator operators to identify and agree to a set of NPIRs, and then to formalize the overall coordination platform in a documented agreement.  
13. The reliability standard development process must be open and fair 

Order No. 672 at P 334. “Further, in considering whether a proposed Reliability Standard meets the legal standard of review, we will entertain comments about whether the ERO implemented its Commission-approved Reliability Standard development process for the development of the particular proposed Reliability Standard in a proper manner, especially whether the process was open and fair. However, we caution that we will not be sympathetic to arguments by interested parties that choose, for whatever reason, not to participate in the ERO’s Reliability Standard development process if it is conducted in good faith in accordance with the procedures approved by the Commission.”
NERC develops reliability standards in accordance with Section 300 (Reliability Standards Development) of its Rules of Procedure and the NERC Reliability Standards Development Procedure, which was incorporated into the Rules of Procedure as Appendix 3A.  In its ERO Certification Order, the Commission found that NERC’s proposed rules provide for reasonable notice and opportunity for public comment, due process, openness, and a balance of interests in developing reliability standards.
  The development process is open to any person or entity with a legitimate interest in the reliability of the bulk power system.  NERC considers the comments of all stakeholders and a vote of stakeholders and the NERC Board of Trustees is required to approve a reliability standard for submission to the Commission. 

The proposed reliability standard set out in Exhibit A has been developed and approved by industry stakeholders using NERC’s Reliability Standards Development Procedure, and was approved by the NERC Board of Trustees on May 2, 2007 for filing with the Commission.  Therefore, NERC has utilized its standard development process in good faith and in a manner that is open and fair.
14. Proposed reliability standards must balance with other vital public interests
Order No. 672 at P 335. “Finally, we understand that at times development of a proposed Reliability Standard may require that a particular reliability goal must be balanced against other vital public interests, such as environmental, social and other goals. We expect the ERO to explain any such balancing in its application for approval of a proposed Reliability Standard.”

Title 10 of the Code of Federal Regulations, Part 50 (10 C.F.R. 50), Appendix A – General Design Criterion (“GDC”) 17 requires a nuclear power plant’s offsite power system to “Provide sufficient capacity and capability to assure that (1) specified acceptable fuel design limits and design conditions of the reactor coolant pressure boundary are not exceeded as a result of anticipated operational occurrences; and (2) the core is cooled and containment integrity and other vital functions are maintained in the event of postulated accidents.”

A most vital public interest is the assured safety of nuclear reactors used for power generation under all conditions and circumstances.  Adherence to the nuclear plant’s licensing requirements, based on Title 10 C.F.R. Part 50, is core to developing this assurance.  Coordination is necessary to ensure that the transmission entities responsible for the planning, assessment, operation, and analysis of the bulk power system are aware of the specific licensing requirements of each nuclear power plant and that they incorporate these nuclear power plant requirements into the planning, assessment, operation, and analysis of the bulk power system.  This coordination requires the nuclear power plant licensee to convey its proposed requirements to the responsible transmission entities and to work with the transmission entities to establish mutually agreed upon interface requirements.  These interface requirements must address the nuclear power plant licensing requirements and the transmission system operating limits.  The coordination also requires the transmission entities responsible for the planning, assessment, operation, and analysis of the bulk power system to demonstrate to the nuclear power plant licensee that the specific requirements of the nuclear power plant are being addressed by the bulk power system.  This proposed reliability standard achieves this goal and, as a result, a vital public interest is served.

15. Proposed reliability standards must consider any other relevant factors 

Order No. 672 at P 323. “In considering whether a proposed Reliability Standard is just and reasonable, we will consider the following general factors, as well as other factors that are appropriate for the particular Reliability Standard proposed.”
Order No. 672 at P 337. “In applying the legal standard to review of a proposed Reliability Standard, the Commission will consider the general factors above.  The ERO should explain in its application for approval of a proposed Reliability Standard how well the proposal meets these factors and explain how the Reliability Standard balances conflicting factors, if any. The Commission may consider any other factors it deems appropriate for determining if the proposed Reliability Standard is just and reasonable, not unduly discriminatory or preferential, and in the public interest. The ERO applicant may, if it chooses, propose other such general factors in its ERO application and may propose additional specific factors for consideration with a particular proposed Reliability Standard.”

NERC does not propose any additional factors for consideration at this time.
V. 
SUMMARY OF THE RELIABILITY STANDARD DEVELOPMENT PROCEEDINGS
a. Development History
NERC received the Standard Authorization Request (“SAR”) for this proposed reliability standard on October 20, 2004 from the Nuclear Energy Institute Grid Reliability Task Force.  The SAR was posted for industry comment from December 1, 2004 – January 7, 2005.  Based on those comments, the SAR was revised and the second draft SAR was posted for industry comment from April 1, 2005 – May 16, 2005.  At its May 25, 2005 meeting, the Standards Committee approved the SAR and authorized the development of the reliability standard.  
The standard drafting team consisted of 26 participating members, with about 40 percent of the team representing the interests of the nuclear power plants and the remaining 60 percent from transmission entities and non-nuclear organizations.  NERC posted the first draft of the reliability standard for industry comment from December 1, 2005 – January 17, 2006.  NERC received 24 sets of comments from approximately 60 companies.  After considering and responding to the comments received, the standard drafting team posted its second draft for public comment from September 15, 2006 – October 16, 2006.  The standard drafting team considered the 29 sets of comments from more than 50 companies and incorporated additional changes to the proposed reliability standard.  The team finalized the proposed reliability standard, and, on February 9, 2007, the Standards Committee approved it for balloting.  In accordance with the Reliability Standard Development Procedure, NERC posted the proposed reliability standard for a 30-day pre-ballot review starting on February 15, 2007.  The first ballot took place March 19, 2007 – March 30, 2007.  During the first ballot, 89.62% of those registered for the ballot pool voted, which exceeded the minimum 75% quorum required to be considered a valid vote.  The proposed reliability standard received a weighted segment approval of 77.10%.  However, there were negative ballots submitted with a comment, triggering the need for a recirculation ballot.  

After the standard drafting team responded to the comments, the proposed reliability standard proceeded to a recirculation ballot that was conducted from April 17, 2007 – April 26, 2007.  The proposed reliability standard passed with a final quorum of 96.17% and a weighted segment approval of 79.94%.  A two-thirds weighted segment approval is required for passage.  On May 2, 2007, the NERC Board of Trustees adopted the proposed reliability standard. 

During the ballot, the standard drafting team received comments that fall into two main categories.  Commenters indicated that the use of “transmission entities” in the applicability section was ambiguous and that more specificity should be provided in order to be enforceable.  The standard drafting team agreed with the comment, noting that the varying nuclear plant relationships with the owners and operators of the grid to which the plant is interconnected drove this generic approach.  Further, the standard drafting team indicated that the standard implementation plan includes a process for specifying the entities to which the reliability standard will apply as discussed earlier. 
Also, commenters interpreted that the proposed reliability standard relegates SOLs and bulk power system integrity to nuclear plant requirements.  The standard drafting team responded that the NPIRs included in the agreements are to be developed by mutual collaboration between the nuclear plant generator operators and the transmission entities.  By mutually determining the interface requirements, both the nuclear plant generator operator and the transmission entity have the responsibility and expectation to identify and include any NPIRs and subsequent response procedures that impact operation of the nuclear power plant at the interface.  In this regard, bulk power system limits are identified and included in the agreements. 

b. Key Issues
During the development of the proposed reliability standard, the standard drafting team considered two major issues that are discussed in this section: (i) how to reconcile differences in business and operating models between the transmission entity and the nuclear plant generator operator, and (ii) how to properly apply standards under the various configurations and relationships at each nuclear power plant.

Different Business/Operation Models

Transmission entities operate in accordance with NERC Reliability Standards that provide for an adequate level of reliability of the bulk power system.  Nuclear plant generator operators operate in accord with their licensing requirements that must be met to ensure safe and reliable nuclear plant operation and safe shutdown of the nuclear reactor.  The standard drafting team needed to determine how best to provide the platform for coordination at the interface that allowed each to respect its main drivers.  The standard drafting team discussed the prudence of determining the common aspects of each model upon which they could build an effective coordination mechanism.  However, the amount of time and effort to identify areas of commonality would require first identifying all the various elements of each business model.  The ability, time, and effort to launch such an enormous effort were prohibitive and the value of such an exercise questionable.  The standard drafting team decided to examine the methods and processes currently used within both domains in support of its objectives and to link these to a consistent set of requirements to coordinate and communicate based on such current methods.  Because various types of interface agreements are widely used between the nuclear plant generator operators and the transmission entities, the standard drafting team decided to build its proposed reliability standard on this concept.  In doing so, the drafting team added a framework for consistency to these agreements by requiring that each include a list of topics to be included.  In this manner, both the nuclear plant generator operators and the transmission entities are given to opportunity to include the specific items it deemed necessary and important for inclusion in the agreement, and recognized that this specific list is variable based on the unique configurations and relationships at each plant.  Through this approach, each party continues to respect its main objectives while identifying those factors that are important to each at the interface that must be effectively identified and coordinated.


Applicability Issues

Each nuclear power plant has a unique relationship with the transmission entities with whom it interfaces or provides services to the plant.  There is no one model that is consistent across the 124 nuclear power plants in the U.S. and Canada due to the varying designs and interface relationships that exist.  The standard drafting team discussed how best to develop the applicability section to ensure those held accountable to the standard were clearly identified.  Because the responsible entities are dependent upon local operating relationships, the standard drafting team could not break down the requirements in the proposed reliability standard to identify the specific functional entity or entities that would be required to comply with each of the requirements as they may be different from plant to plant.  To address this issue, the standard drafting team determined that this specificity was best handled through the compliance registration process and thereby modified the implementation plan to include language to specify when and how ‘transmission entities’ will be identified.  In the proposed reliability standard itself, the standard drafting team developed a generic list of possible functional entities that could be included in this registration and used the term “transmission entity” to capture this grouping.  Through NERC’s Compliance Registry, NERC will identify the specific entities that have interface agreements with nuclear plant generator operators.  This listing will specifically determine those who will be required to comply with the proposed reliability standard.  Further, NERC will require the review of the agreements every five years or as needed to determine if the list of registered entities needs revision.

VI. 
CONCLUSION 


NERC requests that the Commission approve NUC-001-1 — Nuclear Plant Interface Coordination, as set out in Exhibit A, in accordance with Section 215(d)(1) of the FPA and Part 39.5 of the Commission’s regulations.  NERC requests that NUC-001-1 — Nuclear Plant Interface Coordination be made effective under the Commission’s procedures in accordance with the implementation plan provided with the reliability standard.
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� NERC has been certified by the Commission as the electric reliability organization (“ERO”) authorized by Section 215 of the Federal Power Act. The Commission certified NERC as the ERO in its order issued July 20, 2006 in Docket No. RR06-1-000.  116 FERC ¶ 61,062 (2006) (“ERO Certification Order).


� 16 U.S.C. 824o.


� Energy Policy Act of 2005, Pub. L. No. 109-58, Title XII, Subtitle A, 119 Stat. 594, 941 (2005


(to be codified at 16 U.S.C. § 824o).


� Section 215(d)(2) of the FPA, to be codified at 16 U.S.C. § 824o(d)(2) (2000).


� See Rules Concerning Certification of the Electric Reliability Organization; Procedures for the Establishment, Approval and Enforcement of Electric Reliability Standards, FERC Stats. & Regs., ¶ 31,204 at PP 320-36 (“Order No. 672”), order on reh’g, FERC Stats. & Regs. ¶ 31,212 (2006) (“Order No. 672-A”).





� Order No. 672 at PP 268, 270.


�  Mandatory Reliability Standards for the Bulk-Power System, 118 FERC ¶ 61,218, FERC Stats. & Regs. ¶ 31,242 (2007) (“Order No. 693”), order on reh’g, Mandatory Reliability Standards for the Bulk-Power System, 120 FERC ¶ 61,053 (“Order No. 693-A”) (2007).


� According to the Nuclear Energy Institute, about 31 different companies manage the operations of the 104 operating U.S. nuclear reactors, which are located throughout 31 different states.  This proposed reliability standard also applies to nuclear plant generator operators and associated transmission entities in Canada.


� Order No. 672 at PP 268, 270.
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