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REGIONAL DELEGATION TASK GROUP 
 

Draft Principles for Delegation Agreements  
Between the Electric Reliability Organization and the Regional Entities 

 
Comments Submitted on Behalf of the New York State Reliability Council (“NYSRC”) 

 
1) The purpose of the Delegation Agreements (DA's) is to forge a constructive 

partnership between the Electric Reliability Organization (ERO) and the Regional 
Entities (RE's) for the development, implementation and enforcement of electric 
Reliability Standards under FERC and pertinent Canadian Provincial and Mexican 
jurisdictional authorities. 

2) In this partnership the ERO will propose for approval by FERC and pertinent 
Canadian Provincial and Mexican jurisdictional authorities: 

a. Reliability Standards to assure the reliable operation of the bulk-power 
system; and 

b. Delegation Agreements for RE development of proposals to the ERO of 
Reliability Standards (including Regional Differences), for RE 
implementation and enforcement of Reliability Standards, for RE support of 
ERO assessments of the reliability and adequacy of the interconnected bulk-
power system in North America, and for other appropriate support of ERO, 
FERC, or pertinent Canadian Provincial or Mexican jurisdictional activities 
relating to the reliability of such power system.  For this section to be 
meaningful there must be a clear description of the relationship between 
Reliability Standards proposed by the RE and Reliability Standards adopted 
by the ERO.  An RE should be authorized to propose Reliability Standards 
applicable to its region or subregion.  Such standards should be referred to as 
“Regional Reliability Standards”.  Also, the relationship between a Regional 
Reliability Standard proposed by a RE and a “Regional Difference” should be 
clarified.  It should be made clear that a Regional Reliability Standard that is 
compatible with an ERO Reliability Standard, but is more stringent or more 
specific, does not conflict with the ERO Reliability Standard.  The standard 
for approval of a Regional Reliability Standard or a Regional Difference 
should be defined.  An appropriate standard would be: “reasonably necessary 
to ensure the reliability of the bulk power system within the region or 
subregion”. 

 

3) The DA's should establish a highly functional interactive network that will enable the 
RE's to be effective vehicles for stakeholder participation in development of 
Reliability Standards and Regional Compliance and Enforcement Programs (RCEP's). 

4) Terms needing definition: 
a. Regional Entity (an entity operating with an approved DA).  It is necessary 

that the document include clear definitions of the terms “Reliability 
Standard”, “Regional Difference”, and “Subregional Difference”.  As noted 
above, the term “Regional Reliability Standard” should be adopted to describe 
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a reliability standard proposed by an RE for application within its region or 
subregion.  It is equally important that the document describe the relationship 
among these terms. 

b. Reliability Standard (explicitly would include any Regional Differences) 
c. Regional Difference (explicitly would include any Subregional Differences) 
d. Subregional Difference 
e. Limited Regional Standard (a reliability standard that is developed for 

implementation within a region and without approval of the ERO, FERC, or 
the pertinent Canadian Provincial or Mexican jurisdictional authorities -- such 
standard cannot be in conflict with an ERO Reliability Standard, cannot lessen 
reliability in other regions, and cannot be enforced through the imposition of 
monetary penalties or sanctions that limit activities, functions or operations 
for violation of a Limited Regional Standard unless approved by the users, 
owners and operators of the region's bulk-power system facilities) The term 
“Limited Regional Standard” should include a Limited Subregional Standard.  
It should be made clear that a Limited Regional or Subregional Standard that 
is compatible with an ERO Standard, but is more stringent or more specific, 
does not conflict with the ERO Reliability Standard.  With respect to 
enforcement, the document should simply state that a Limited Regional or 
Subregional Standard is not enforceable under the ERO enforcement process, 
and not attempt to specifically define how such a standard could become 
enforceable.  There may be more than one way that such standard could be 
rendered enforceable, including state action. 

f. ERO Rules (the charter, bylaws, procedures and protocols of the ERO) 
g. Regional Entity Rules (the charter, bylaws, procedures and protocols of the 

RE) 
h. Sectors (sets of users, owners and operators grouped by their similar 

interests).  The definition of the term “Sector” should be deleted, (see 
comments below). 

5) An entity may offer to enter into a DA with the ERO if it meets the following 
qualifications: 

a. Has the ability to develop, implement and enforce Reliability Standards; 
b. Is governed by an independent board or a balanced stakeholder board or a 

combination independent and balanced stakeholder board; 
c. Promotes effective and efficient administration of bulk-power system 

reliability (specify litmus test here for "effective and efficient"?); An RE 
should have a geographic scope that encompasses one or more entire control 
area. 

d. If international in scope, is prepared to take steps required to gain approval for 
operation in the pertinent Canadian Provincial and Mexican jurisdictions); 

e. Has rules that meet the requirements of Principle 6; 
f. Has an RCEP that meets the requirements of Principle 8; and 
g. Except for an entity in the state of Texas, is not an operator of the bulk-power 

system. 

6) Required attributes of Regional Entity Rules: 
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a) Ensure fair stakeholder representation in selection of the directors of the entity 
and balanced decision making in any entity committee or subordinate 
organizational structure; 

i. Decision making is structured so that no one sector has the ability to 
veto, and no two sectors have the ability to control an outcome; and 
This provision goes beyond the governance requirements established 
for REs in the statute.  The statute establishes the required governance 
attributes of REs and the DA should include those governance 
requirements.  While some RE governance structures may include 
provisions for industry “Sectors”, no such RE governance structure is 
required by the statute and should not be part of a pro forma DA. 

ii. If the RE is international in scope, each country is provided the 
opportunity to have persons from that country on the board of directors 
in numbers that reflect the country's approximate percentage of the 
region's net energy for load. 

b. Allocate equitably reasonable dues, fees, and other charges among end users 
for all activities carried out under the DA; 

c. Provide fair and impartial procedures for enforcement of Reliability Standards 
through the imposition of penalties and other appropriate sanctions; and 

d. Provide for reasonable notice and opportunity for public comment, due 
process, openness, and balance of interests in developing Reliability Standards 
and otherwise exercising the duties of an RE. 

7) When considering a delegation of authority to a proposed RE, the ERO will take into 
consideration whether the size and scope of the proposed RE would result in 
difficulty in conducting cross-border trade, and whether the boundaries of the 
proposed RE sufficiently encompass the boundaries of transmission organizations 
(such as RTO's and ISO's). 

8) Required attributes of an RCEP: 
a. Identification of the Standards enforced by the RCEP; 
b. Identification of the owners, operators and users of the bulk-power system 

who must comply with each Reliability Standard; 
c. Statement of obligation of the users, owners and operators of the bulk-power 

system to comply with the identified Reliability Standards and to collect and 
submit required data on a timely basis; 

d. Provisions for appropriate maintenance, confidentiality and reporting of data; 
e. Procedures for determining compliance or non-compliance of users, owners 

and operators of the bulk-power system; 
f. Immediate notification of the ERO, FERC and the pertinent Canadian 

Provincial and Mexican jurisdictional authorities of all instances and potential 
instances of non-compliance, together with immediate identification of the 
persons or entities responsible to review data and to make the preliminary and 
final determinations of non-compliance; 

g. Opportunity of potentially non-compliant party to respond to preliminary 
findings of non-compliance, including by submission of supplemental or 
additional data; 
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h. Opportunity for hearing by impartial decision-maker before final 
determination of non-compliance; 

i. Identification of penalties and sanctions (including financial penalties and 
limitations on activities, functions or operations or other appropriate 
sanctions) for non-compliance;  An RE should have the flexibility to apply 
non-financial penalties if it concludes that such penalties would be the most 
appropriate and effective. 

j. Penalties and sanctions bear a reasonable relation to the seriousness of the 
non-compliance and take into consideration the efforts of the user, owner or 
operator to remedy the non-compliance in a timely manner; 

k. Statement that acceptance of penalty or sanction does not constitute 
authorization for non-compliance; 

l. Penalties and sanctions are sufficient to maintain reliability, and corrective 
actions are sufficient to ensure that reliability of the grid is restored; 

m. Statement of right to appeal; 
n. Identification of body that will hear appeal; 
o. Procedures and timetables for appeals; 
p. Confirmed instances of non-compliance are made public; 
q. Procedure for revising the RCEP; and 
r. Term of the RCEP is concurrent with term of the DA. 

9) The ERO will select, from among the entities offering to enter into a DA for a region, 
that entity which the ERO determines will be best able to develop, implement and 
enforce Reliability Standards for that region. 

10) The ERO will propose for each region of the bulk-power system the approval by 
FERC and the appropriate Canadian Provincial and Mexican jurisdictional authorities 
of a DA with the selected entity. 

11) Term of the DA will be concurrent with the term of certification of the ERO. 

12) Obligations of an RE in a DA: 
a. Implement an RECP that meets the requirements of Principle 8; 
b. Amend in a timely fashion the RCEP as needed to reflect ERO additions to, 

deletions from, or modifications of Reliability Standards; 
c. Propose in a timely manner modifications of Reliability Standards or of the 

RCEP as may be needed, as determined by FERC or the pertinent Canadian 
Provincial or Mexican jurisdictional authority, to resolve a conflict with a 
function, rule, order, tariff, rate schedule, or agreement accepted, approved or 
ordered by FERC or the pertinent Canadian Provincial or Mexican 
jurisdictional authority;   

d. Comply with the ERO's objective of ensuring consistency within an 
interconnection of Reliability Standards interpretation and of penalties and 
sanctions for non-compliance; An ERO objective of ensuring consistency 
within an interconnection with respect to the interpretation of Reliability 
Standards is appropriate.  However, it is important that the DA principles 
acknowledge that it is appropriate and expected that, when reasonably 
necessary to protect reliability, the RE will propose Regional Reliability 
Standards that reflect the particular characteristics and special reliability 
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requirements of the bulk power system in its region or subregion.  In fact, the 
development by an RE of Regional Reliability Standards to address the 
particular reliability requirements of its region or subregion,  if reasonably 
necessary to protect reliability, should be among the enumerated 
responsibilities of an RE.  Also, an RE should have flexibility with respect to 
the application penalties and sanctions.  While the penalty options available to 
REs may be consistent, the RE would be in the best position to determine the 
type of sanction that would be most appropriate and effective in a specific 
situation. 

e. Cooperate with ERO audits of RCEP effectiveness; 
f. Participate in ERO forums for the exchange of information among RE's 

pertaining to practices, experiences, and lessons learned in the implementation 
of RCEP's;  

g. Collect and submit data and make reports as may be required by the ERO, 
FERC, or the pertinent Canadian Provincial or Mexican jurisdictional 
authorities 

h. Submit to the ERO an annual budget of reasonable costs for carrying out its 
responsibilities under the DA with: 

i. Format, detail and timing as prescribed by the ERO in order that it 
may be incorporated into the ERO's annual budget submission to 
FERC and the pertinent Canadian Provincial and Mexican 
jurisdictional authorities for their approval; and 

ii. Provision for unforeseen and extraordinary funding. 
i. Transfer of collected funds to the ERO. 

13) Obligations of the ERO in a DA: 
a. Rebuttably presume that a proposal for a DA with an RE organized on an 

interconnection-wide basis promotes effective and efficient administration of 
bulk-power system reliability and should be approved; 

b. Consider proposals from RE's for Reliability Standards, including Regional 
Differences; As noted above, the DA principles should include a definition for 
“Regional Reliability Standard” and clearly explain the relationship among a 
Reliability Standard, a Regional Reliability Standard and a Regional 
Difference. 

c. Rebuttably presume that a proposal from an RE organized on an 
interconnection-wide basis for a Reliability Standard or modification of a 
reliability Standard to be applicable on an interconnection-wide basis is just, 
reasonable, not unduly discriminatory or preferential, and in the public 
interest, and should be proposed for approval by FERC and the pertinent 
Canadian Provincial or Mexican jurisdictional authorities; While the statute 
mandates a rebuttable presumption in favor of Reliability Standards proposed 
by an RE organized on an interconnection-wide basis, it does not in any way 
inhibit the ERO for according appropriate deference to the expertise and 
experience of an RE that comprises a segment of an interconnection.  Existing 
regional and subregional reliability organizations, such as NPCC and the 
NYSRC, have extensive expertise and experience, and special knowledge of 
the bulk power system in their region or subregion.  While such deference 
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may not rise to level of a rebuttable presumption, it would be unreasonable for 
the ERO not to accord due deference to the special knowledge and expertise 
of an RE with respect to proposals for the adoption of reliability standards 
within its region or subregion. 

d. Assess the effectiveness of RCEP's through the conduct of readiness audits 
and compliance review audits; 

e. Provide appropriate technical and administrative support to the RE's for their 
carrying out their responsibilities under the DA; 

f. Consult with appropriate authorities at FERC and the pertinent Canadian 
Provincial and Mexican jurisdictions with regard to potential Reliability 
Standards under development in order to minimize the likelihood that a 
Reliability Standards proposal would be remanded; and 

g. Establish and support the operation of a Compliance Program Council, 
consisting of one representative designated by each RE and one representative 
of the ERO, to review assessments of the effectiveness of the RCEP's, to 
review the annual program plans of the ERO's compliance director, to 
facilitate exchanges of information, and to make recommendations to the ERO 
board of directors for the betterment of the compliance program. 

14) ERO cost allocation (by interconnection, by country, by region, by load) 

15) Dispute resolution 

16) Termination of a DA before the end of its term: 
a. RE may withdraw from DA on 12 months notice to the ERO. 
b. DA is dissolved immediately upon rescission of its approval by FERC or a 

pertinent Canadian Provincial or Mexican jurisdictional authority. 
c. DA is dissolved immediately upon imposition, by FERC or a pertinent 

Canadian Provincial or Mexican jurisdictional authority, of a change in the 
DA that does not meet with the approval of the boards of directors of the ERO 
and the RE. 

d. DA is dissolved immediately upon imposition, by FERC or a pertinent 
Canadian Provincial or Mexican jurisdictional authority, of a change in the RE 
rules that does not meet with the approval of the board of directors of the RE. 
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