FY 2009
PERFORMANCE AND
ACCOUNTABILITY REPORT

FEDERAL ENERGY REGULATORY COMMISSION
NOVEMBER 2009

Jon Wellinghoff
Chairman






Table of Contents

Letter from the CRaITMEAN. .......ccooiiiiiiei et bbb 1
Management’s DiSCUSSION 8N ANGIYSIS .......ceveirrirriiiineieise e 3
INELOAUCTION ...ttt et e eb e et b ettt esbt e e bt e bt e st e ebeesaees 4
Organizational SIIUCTUTE ......ccuiiiiiiiiiiiieeeet ettt ettt ettt st saeeae e enaes 4
Strate@ic PLan OVEIVIEW .......ccoviiiiiiiiieiiieiieeie et ete et e stteeteestteebeessbeesteesaseesseessseenseessseesseesssennseens 6
Strategies for Carrying Out the Commission’s Responsibilities ...........ccceveeviiniineriieneeneniicneenne. 7
BUSINESS PIAN ...ttt ettt sttt et 9
FUIl COSt RECOVETY ...ttt ettt ettt e 9
Program Performance OVETVIEW.........c.uieeiuiieiiiiieiiieeeiiee e eeiee et etee e svee e e e beeesbeessnseeenseeennee 9
Financial Performance OVETVIEW ...........cccvuiiiiiieiiiiieeiiieeeiie ettt evee s e e sreeesveeeeveeesnreaens 18
Controls, Systems, and Legal COmMPIIANCE .........c.cccveeiiiiriiieiieie et 22
Possible Future Effects of Existing Events and Conditions............ccecveververieneenenieneeneeieneene. 26
Limitations of the Financial Statements ............cocerieriirienieniiiereceeeee e 26
Improper Payments Information Act RepOTting .........cccueevuieiiiiiiiiiiiieiieiieeee e 26
FINANCIAL SEBCLION ...ttt bbbt n et ane e 27
Message from the Chief Financial OffiCer.........coooiiiriiiiiiiiniiiiiieceee e 28
Independent AUditors’ REPOTL......cccuiiiuiiiiieiiieiiieiieeie ettt ettt e aeetaeseaaeseeesseensaens 30
Balance SREELS ......c..uiiiiiiecieece et e et e e b e e e b e e eaae e nreeenreeens 34
StatemeEnts OF INEE COSt.....couiiiiiiiiei ettt ettt et e e 35
Statements of Changes in Net POSTHON ......cc.eeviriiiiiiiiiiiictcnt et 36
Statements of Budgetary RESOUICES..........ooiiuiiiiiiiiiiie et 37
Statements 0f Custodial ACHIVILY ....c..oviiriiiiiiiieeieeeeee ettt 39
Notes to Financial Statements........cccuoiiiiuiiiiiieiieieceeee ettt 40
Performance REPOIT ........ooiiiiiiieiei bbb eneas o7
INEEOAUCTION ...ttt et sttt et b et et s bt e bt et e bt et e eaeenas 58
Performance Measurement Data for Energy Infrastructure:

FY 2006 — FY 2009 ...ttt sttt ettt ettt ettt 59
Performance Measurement Data for Competitive Markets:

FY 2006 — FY 2000 ...ttt sttt ettt sttt ettt 74
Performance Measurement Data for Enforcement:

FY 2006 — FY 2000 ...ttt sttt ettt et sttt et 85
Performance Measurement Data for Supporting Initiatives:

FY 2006 — FY 2000 ...ttt sttt ettt sttt et e 92
Appendix A: Organizational Chart............cccooiiii s 105
Appendix B: FY 2006 — 2011 StrategiC Plan ........ccccoovreiiiiiieiseseeeseee s 109
Appendix C: Statutory AULNOTITY........ccooiiiiiiiec e 113

ADPPENTIX D: ACFONYIMN GIOSSAIY ... .t e e e ettt e e e e e e e e et et e eeeeenae e eeeeeeeeeaans 117







FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, DC 20426

OFFICE OF THE CHAIRMAN

Letter from Chairman Wellinghoff

[ am pleased to present the Federal Energy Regulatory Commission Performance and
Accountability Report for fiscal year 2009. This report was prepared in accordance with
the guidelines set forth in Office of Management and Budget Circular A-136 and Section
230 of Circular A-11.

This report details the progress the Commission has made in achieving its mission to
regulate and oversee energy industries in the economic, environmental, and safety
interests of the American public. The strategic goals, objectives, and strategies that
support the Commission's mission are included in Appendix B.

The Commission has completed evaluations of its management controls and financial
management systems and, based on these evaluations, I am providing a statement of
assurance that the Commission meets the objectives required by the Federal Managers
Financial Integrity Act and that our financial systems conform with government-wide
standards. In addition, I can provide assurance that the performance information
contained in this report is complete and reliable and describes the results achieved
towards our goals.
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Sincerely,

Chairman
Federal Energy Regulatory Commission
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Introduction

In accordance with the guidelines set forth in Office of Management and Budget (OMB) Circular
A-136 and Section 230 of Circular A-11, this report presents the Federal Energy Regulatory
Commission’s (the Commission’s, FERC’s) fiscal year (FY) 2009 audited annual financial
statements and program performance report. The financial section includes the Commission’s
audited balance sheets, statements of net cost, changes in net position, budgetary resources,
custodial activity, and notes to the financial statements. The performance report section includes
performance measurement data for fiscal years 2006 through 2009. Additionally, this report
includes an overview of the Commission, including its mission and organizational structure.

This Performance and Accountability Report serves as a guide to the Commission’s key
initiatives and activities during FY 2009. Approximately 1,396 full time equivalents (FTEs)
carried out the Commission’s mission in FY 2009 using a budget of $273.4 million.

Organizational Structure

The Federal Energy Regulatory Commission is an independent regulatory agency within the U.S.
Department of Energy (DOE). The Commission’s statutory authority centers on major aspects of
the Nation’s wholesale electric, natural gas, hydroelectric, and oil pipeline industries.

The Commission was created through the Department of Energy Organization Act on October 1,
1977. At that time, the Federal Power Commission (FPC), the Commission’s predecessor that
was established in 1920, was abolished and the Commission inherited most of the FPC’s
regulatory mission.

FERC is composed of up to five commissioners who are appointed by the President of the United
States with the advice and consent of the Senate. Commissioners serve staggered five-year terms
and have an equal vote on regulatory matters. To avoid any undue political influence or
pressure, no more than three commissioners may belong to the same political party. One
member of the Commission is designated by the President to serve as Chair and as FERC's
administrative head. FERC’s decisions are not reviewed by the President or Congress,
maintaining FERC's independence as a regulatory agency, and providing for fair and unbiased
decisions.

In addition to the Chairman and four Commissioners, FERC is organized into ten separate
functional offices; each responsible for carrying out specific portions of the Commission’s
responsibilities. The offices work in close coordination to effectively carry out the
Commission’s statutory authority.

The Commission modified its organizational structure in FY 2009. The Commission established
its tenth office, the Office of Energy Policy and Innovation on May 4, 2009. Formerly a division
within the Office of Energy Market Regulation, this new office provides leadership in the
development and formulation of policies and regulations to address emerging issues affecting
wholesale and interstate energy markets. An organizational chart, as of June 30, 2009, is
included in Appendix A. The following is a brief description of the ten offices and their
operational roles.
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Office of Administrative Law Judges - Resolves contested cases as directed by the
Commission either through impartial hearing and decision or through negotiated settlement,
ensuring that the rights of all parties are preserved.

Office of Administrative Litigation - Litigates or otherwise resolves cases set for hearing.
Represents the public interest and seeks to litigate or settle cases in an equitable manner while
ensuring the outcomes are consistent with Commission policy. The Dispute Resolution Service is
located within this office and provides neutral, third-party assistance using alternative dispute
resolution methods to parties in regulatory and environmental conflict; trains staff and energy
stakeholders in collaborative problem-solving tools to develop and ensure a reliable
infrastructure.

Office of Electric Reliability - Oversees the development and review of mandatory reliability
and security standards; ensures compliance with the approved mandatory standards by the users,
owners and operators of the bulk power system.

Office of Energy Market Regulation - Provides technical and policy advice on matters
involving markets, tariffs and rates relating to electric, natural gas and oil pipeline facilities and
services as well as demand response, energy efficiency, distributed generation, renewable energy
issues, greenhouse gas emissions policies and advanced technologies relevant to the grid and
wholesale markets.

Office of External Affairs - Responsible for all external communications with the public and
media for the Commission.

Office of Energy Policy and Innovation - Issues, coordinates and develops proposed policy
reforms to address emerging issues affecting wholesale and interstate energy markets, including
such areas as climate change, the integration of renewable resources, and the deployment of
demand response and distributed resources, smart grid and other advanced technologies.

Office of Energy Projects - Fosters economic and environmental benefits for the Nation
through the approval and oversight of hydroelectric, natural gas (including pipelines, storage and
liquefied natural gas facilities) and electric transmission projects that are in the public interest.

Office of Enforcement - Protects customers through understanding markets and their regulation,
timely identifying and remedying market problems, assuring compliance with rules and
regulations, and detecting violations and crafting appropriate remedies, including civil penalties.

Office of the Executive Director - Provides administrative support services to the Commission
including human resources, procurement, information technology, organizational management,
financial and logistic functions.

Office of the General Counsel - Provides legal services to the Commission. Represents the
Commission before the courts and Congress and is responsible for the legal aspects of the
Commission’s activities.
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Mission
Regulate and oversee energy industries in the
economic, environmental, and safety interests of the
American public.

Vision
Abundant, reliable energy in a
fair competitive market.

Strategic Plan Overview

The United States has the world’s most durable market economy, every sector of which depends
vitally on energy. The Commission has an important role in the development of a reliable
energy infrastructure and the protection of wholesale customers from unjust and unreasonable
rates and undue discrimination and preference. The Commission draws its authority from
various statutes and laws, which are listed in Appendix C. The Commission’s vision is to
promote abundant, reliable energy in a fair, competitive market thereby supporting a strong,
stable national economy. To accomplish this, the Commission has three main goals:

1. Energy Infrastructure

Goal: Promote the Development of a Strong Energy Infrastructure.

This goal encourages investment in the infrastructure needed to sustain energy markets by
expediting the decision-making process, maintaining regulatory and cost certainty, and
protecting the energy infrastructure. This goal, which focuses on infrastructure, covers many of
the Commission’s important responsibilities such as, pipeline certificates, hydropower licenses
and preliminary permits, liquefied natural gas (LNQ) siting and inspections, compliance
activities, environmental and other licensing conditions, dam safety inspections and most rate
determinations. This goal also captures the Commission’s responsibilities over the reliability of
the interstate transmission grid.

2. Competitive Markets

Goal: Support Competitive Markets.

This goal focuses on the competitive forces within the electric and gas markets, and the rules that
govern those markets. This involves the Commission employing best practices in market rules,
promoting transparency in electric and gas markets, and reforming market policies where
necessary. Along with some traditional work in the area of rate determinations, this goal
includes various initiatives to address market power.
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3. Enforcement

Goal: Prevent Market Manipulation.

This goal ensures that competitive energy markets benefit the Nation over the long run by
ensuring that the Commission will identify and remedy energy market problems. This entails
recognizing problems quickly and addressing them before they become severe. Effective
internal compliance programs within companies and self-policing will also help achieve this
goal. The Commission will conduct traditional investigations and apply its expanded penalty
authority where appropriate.

The Commission’s Strategic Plan also includes several initiatives that support each of the
strategic goals. These initiatives include functions such as enhancing the talents and skills of the
staff through recruitment and training; building effective, customer-friendly information
technology services; supporting the Commission with logistics and financial services; and
strengthening strategic management processes. Additionally, the initiatives include the
Commission’s litigation, alternative dispute resolution services, communication, outreach and
other collaboration efforts.

As the Commission works to achieve its mission, its focus remains on five guiding principles:
organizational excellence, due process and transparency, regulatory certainty, stakeholder
involvement, and timeliness. Whether the Commission is adjudicating a rate filing, ruling on a
permit application, or developing a new policy, it strives to meet these criteria as a means of
ensuring that each of its actions is consistent with the public interest.

Strategies for Carrying Out the Commission’s Responsibilities

The backbone of the Commission’s work is to ensure that energy infrastructure is developed in
the public interest and that wholesale electric and natural gas rates are just and reasonable and
not unduly discriminatory or preferential. As early as 1986, the Commission promoted effective
competition in the wholesale markets it regulates by establishing rules for open access to
transmission facilities. Over time, the natural gas and electric industries transformed from
companies using their monopoly-owned transportation and transmission facilities to supply all
the needs of their own wholesale customers, to companies providing competing suppliers and
wholesale customers with open and non-discriminatory access to their facilities, under
Commission-approved tariffs. This allows independent suppliers to compete for natural gas and
electric energy sales and to offer market choices for customers at wholesale. The development
and operation of regional transmission organizations (RTOs), independent transmission system
operators (ISOs), and independent transmission companies in the electric industry and market
hubs in the gas industry has increased competitive opportunities in the provision of services for
buying and selling energy. The Commission monitors wholesale power and natural gas markets
to ensure that its policies mitigate market power.

Regulation and competition work in concert and the Commission relies on a combination of both
to carry out its duties across industries. While the Commission encourages competitive
wholesale markets, they continue to be subject to the Commission’s regulatory oversight. The
Commission’s energy market regulation will continue to refine market operations so competition
encourages investment in infrastructure in a manner that is efficient and protects customers.
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In addition to the regulation and oversight of energy markets, the Commission must respond
timely to requests for infrastructure development to meet the growing demand for energy. The
Commission’s authority applies when companies propose to expand or construct additional
hydropower, LNG, natural gas pipelines, storage, and related facilities, and electric transmission
lines. In an effort to reduce the amount of time it takes to process an application, a perceived
barrier to investment, the Commission has expedited the licensing and certification process of
these facilities by having Commission staff actively participate in projects that undergo the pre-
filing process. Pre-filing allows the environmental review process to start earlier in the project
review and allows the public, government agencies, and other stakeholders to get involved at a
time when fundamental decisions are being made, all of which helps to open the communication
earlier in the project review process so problems can be averted later in the process. The
Commission’s participation and initiative in these efforts have allowed for the filing of more
complete applications which enables more efficient and expeditious licensing actions by the
Commission.

To protect and improve the reliability and security of the Nation’s bulk power system, the
Commission will oversee the development and review of mandatory reliability and security
standards. The Commission will achieve this through active involvement in the standards
development process of the Electric Reliability Organization (ERO) and review of all reliability
standards filed by the ERO. The Commission will provide extensive oversight of the ERO
processes and compliance efforts to ensure firm, fair, and consistent implementation of, and
compliance with, the approved mandatory reliability standards, including cyber and physical
security. FERC will also join or lead incident and alleged violation analyses and/or
investigations following bulk-power system incidents or complaints. The Commission will also
track and review all alleged violations, mitigation plans, and proposed penalties and conduct
ERO and regional entity performance reviews and audits. Finally, the Commission will review
all notices of appeal of ERO compliance registry decisions.

The Commission will rely on its Reliability Monitoring Center and its 24/7 emergency message
system to monitor the integrity of the system continuously. In addition, FERC will monitor the
reliability and adequacy planning of the bulk-power system by evaluating the ERO’s and
Regional Entities’ short-term and long-term reliability assessments for compliance with
reliability planning standards as well as the adequacy of the bulk-power system and evaluating
siting applications within the DOE designated National Interest Electric Transmission Corridors.

To ensure that jurisdictional infrastructure projects are safe, the Commission performs detailed
safety and security analysis during its comprehensive review of a proposal for a new LNG or
hydropower facility. The Commission also monitors and inspects these projects throughout the
life cycle to ensure safety and security compliance. During construction, Commission staff
engineers frequently inspect a project and once construction is complete, the Commission
follows inspection schedules depending on the type of facility. In addition, all LNG and
hydropower facilities are required to coordinate with federal, state and local agencies and
develop emergency response plans.

For the ongoing success of market operations and infrastructure development, the Commission

must ensure that all of its rules and regulations are followed by regulated entities, and those
doing business with regulated entities. Among the most notable, FERC has codified Market
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Behavior Rules and the prohibition of energy market manipulation. In addition to actively
monitoring compliance, the Commission also supports and strongly encourages regulated entities
to maintain effective internal monitoring and compliance programs. If an entity is found to be in
violation of any rules or regulation, the Commission has established factors it will consider when
assessing civil penalties or developing remedies. This allows the Commission’s enforcement to
be fair; a key component of the Commission’s approach to enforcement. The Commission has
provided greater due process to industry by, for example, providing a no-action letter process and
increasing the opportunities for companies to resolve disputed matters during the course of an
audit. To facilitate fair and equitable compliance and enforcement efforts, the Commission
conducts outreach efforts with the regulated community and adjusts enforcement polices where
appropriate.

On September 30, 2009, the Commission submitted to Congress its updated Strategic Plan which
will serve as a guide through fiscal year 2014. During this update process, the Commission
reassessed its, mission, strategic goals and objectives. The Commission identified strategies and
realigned resources to accomplish the updated mission of assisting consumers in obtaining
reliable, efficient and sustainable energy services at a reasonable cost through appropriate
regulatory and market means. In the updated Strategic Plan, the Commission has two strategic
goals:

« Just and Reasonable Rates, Terms and Conditions: Ensure that rates, terms and conditions are
just, reasonable and not unduly discriminatory or preferential.

* Infrastructure: Promote the development of safe, reliable, and efficient infrastructure that
serves the public interest.

Business Plan

The Commission’s annual Business Plan details the activities and resources allocated to meet the
Strategic Plan’s goals and objectives. This increases internal accountability by enabling
management to link individual office responsibility, due dates, priorities, and budget resources to
Commission activities. The Business Plan is an iterative process that helps to identify which
activities are leading the Commission towards achieving particular goals and objectives. During
FY 2009, the Commission reported actual FTE usage at a detailed activity level in its Business
Plan, which improved offices’ ability to organize and allocate resources effectively.

Full Cost Recovery

The Commission recovers the full cost of its operations through annual charges and filing fees
assessed on the industries it regulates as authorized by the Federal Power Act (FPA) and the
Omnibus Budget Reconciliation Act of 1986. The Commission deposits this revenue into the
Treasury as a direct offset to its appropriation, resulting in no net appropriations.

Program Performance Overview

The performance measurement data and other achievements included below constitute a few of
the Commission’s key achievements during FY 2009. The performance measures and targets
were selected from the Commission’s FY 2009 Performance Budget Request. A complete list of
the Commission’s performance measurement data for fiscal years 2006 through 2009 is included
in the Performance Report section of this report.
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Performance Measurement Data for Energy Infrastructure

Goal: Promote the Development of a Strong Energy Infrastructure

Market and Financial Regulation Accomplishments

Performance Measure Performance Target Results

- 0
}OQA) of statutory cases processed - Target Met - 100% of the 15
within statutory deadlines or by . .
statutory incentive rate cases were

applicant’s requested date, whichever o
Timeliness of processing complete is later processed within the stafutory
timeframes

N . . . 200
applications for incentive rates 80% of declaratory orders filed for « Target met; 100% (6 of 6) of

Commission action within 180 days declaratory orders related to incentive

of filing date or by_app hcam S rates were filed within target dates.
requested date, whichever is later.

In FY 2009, the Commission advanced its goal of stimulating investment in needed transmission
infrastructure by approving applications for incentive rate treatment of 17 transmission projects
to build over 7,000 miles of transmission lines at a total cost over $27 billion. Included in these
applications were a number of proposals for 765 kV high-voltage transmission projects. The
Green Power Express is one such proposal approved in April 2009. This $12 billion project will
add 3,000 miles of transmission to the electric grid. This project aims to connect major
population centers in Midwestern states with the large quantities of renewable generation present
in nearby rural areas.

Performance Measure Performance Target Results

- 0,
100% of statutory cases processed |, p o i Mot - 100% of the 3,808
within statutory deadlines or by . . .
. s X statutory items, including cost
applicant’s requested date, whichever
recovery cases, were processed

is later within the statutory deadlines

Timeliness of processing cost = 90% of rate inserts for certificate « Taroct Met Prl(;};i ded timely rate
recovery cases (including prudently- | cases processed within 30 days prior . g ; y
. , inserts for 94% (47 out of 50) of the
incurred expenses to safeguard and to lead office’s target date for cases that were tarected for
enhance the reliability, security and completion of pipeline certificate . & .

: completion by the lead office during
safety of the energy infrastructure) case

the fiscal year

= Target not met; 50% (2 of 4) filed
within 12 months of Briefs Opposing
Exceptions.

= 85% of cases that were set for
hearing filed for Commission action
within 12 months of briefs opposing
exceptions

In FY 2009, the Commission promoted nondiscriminatory access to energy markets by allowing
flexibility in rate design. For example, wind and other renewable resources are often “location-
constrained” and do not have the flexibility to locate near existing transmission lines. To
recognize this difference among transmission customers and reduce barriers to development of
renewable resources, the Commission approved a proposal by Southwest Power Pool (SPP) in
June 2009, which allows SPP to change their transmission cost allocation for wind resources and
to designate them as “network resources.” This designation makes more of the costs associated
with wind resource projects eligible for “base plan” funding, or funding for certain network
upgrades that are included in and constructed under the SPP transmission expansion plan.

10
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In February 2009, the Commission revised the criteria it uses for evaluating merchant
transmission projects and rates. At times, merchant transmission projects find it difficult to
compete with existing transmission owners, as the existing transmission facilities may be
subsidized by other sectors of the utilities’ businesses. To help promote the development of
transmission projects, the Commission introduced the concept of an anchor shipper to the
process. Revising the way it evaluates negotiated-rate applications for merchant transmission
lines, the Commission for the first time allowed developers to pre-subscribe half the capacity of
their proposed lines to an anchor customer. This policy is particularly beneficial for large and
costly projects of the type required for efficiently serving location-constrained renewable energy
resources.

Performance Measure Performance Target Results

Target met. 100 percent of EQR
submissions were verified within 10
business days.

Timeliness of verification of EQR Within 10 business days of filing due
submissions date

The Commission launched its EQR Price Analysis in FY 2009. On an ongoing basis and in
support of the Commission’s market-based rate program, the Commission analyzes price,
volume, and contract data to determine whether reported sales indicate that a seller may be
charging excessive rates. Transactions that are outside expected ranges, as defined by the market,
are investigated. Sellers that routinely charge high market-based rate prices relative to other
sellers are identified and their sales scrutinized.

Other Significant Market and Financial Regulation Accomplishments

In July 2009, the Commission proposed to modify its contract reporting requirements for (1)
intrastate pipelines providing interstate services pursuant to section 311 of the Natural Gas
Policy Act of 1978 and (2) Hinshaw pipelines providing interstate services subject to the
Commission’s Natural Gas Act jurisdiction pursuant to blanket certificates issued under section
284.224 of the Commission’s regulations. The Commission proposed to increase the availability
and usefulness of the transactional information reported by intrastate and Hinshaw pipelines by
requiring that the existing annual section 284.126(b) transactional reports be filed on a quarterly
basis. In addition, the Commission proposed to require that the quarterly reports (1) include
certain additional types of information and cover storage transactions as well as transportation
transactions, (2) be filed in a uniform electronic format and posted on the Commission’s web
site, and (3) be public and not be filed with information redacted as privileged. These proposals
are intended to improve market transparency without making it unduly burdensome for intrastate
and Hinshaw pipelines to participate in interstate markets.

FY 2009 was also the inaugural filing year for FERC Form No. 552, Annual Report of Natural
Gas Transactions. In FY 2009, approximately 1,100 filers submitted a Form No. 552, including
approximately 300 which required follow up by Commission staff. The Commission staff also
drafted a list of the most common filing errors and continues to work with companies to
determine if they are required to file the Form No. 552. In response to requests by industry
officials, Commission staff updated Commission’s website in March 2009 to include a list of
Frequently Asked Questions regarding Form No. 552. The guidance provides details on
reporting requirements, fixed price trades, energy management agreements, exchange for

11
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physical transactions, physical basis transactions, Nymex Trigger and Nymex Plus transactions,
cashouts, unprocessed gas, pre-bidweek transactions and take or release contracts.

Reliability Accomplishments

Performance Measure Performance Target Results

Target met. The draft order
approving the 2009 ERO/RE budgets
Complete by November 1, 2008 and business plans was issued in
Docket No. RR08-6-000 on October
16, 2008.

Timely approval of ERO/RE budgets
and business plans

In FY 2009, the Commission reviewed and approved the business plans and budgets for North
American Electric Reliability Corporation, as the Electric Reliability Organization (the ERO)
and for the eight Regional Entities, as well as the budget for the Western Interconnection
Regional Advisory Body. However, the Commission expressed concern that the ERO’s budget
may not provide adequate funding for certain activities, and conditioned acceptance of the North
American Electric Reliability Corporation (NERC) budget on a compliance filing that provided
further explanation regarding funding levels by the ERO and a possible supplemental request for
funding. Also, the order directed that additional information be supplied to the Commission to
help the Commission assess the accomplishments achieved under the business plans.

Additional accomplishments in the Reliability Program Logistics & Security:

In FY 2009 the Commission reviewed and approved version 2 of the Critical Infrastructure
Protection (CIP) Reliability Standards while concurrently directing significant modifications,*
which pertain to cyber security protections for the bulk power system. These CIP Reliability
Standards represent NERC’s first phase of revisions to comply with the Commission directives
contained in Order No. 706 and they will become effective on April 1, 2010. In addition, the
Commission reviewed and approved the remaining 51 violation risk factors associated with the
CIP Reliability Standards that had been directed for revision or completion by Order No. 706.

In order to assure that no cyber security regulatory gap occurs in the application of the CIP
Reliability Standards, the Commission proposed and issued Order No. 706-B in March 2009
clarifying that the facilities within a nuclear generation plant in the United States that are not
regulated by the U.S. Nuclear Regulatory Commission (NRC) are subject to compliance with the
mandatory CIP standards. The Commission directed the ERO to establish a stakeholder process
to determine the appropriate implementation timetable for nuclear power plants, and to submit a
compliance filing to the Commission within 180 days of the date of the order, and is now
addressing that compliance filing. In addition, on September 2, 2009, the Commission and the
NRC executed a Memorandum of Agreement which outlines their cooperation and
communication on matters of mutual interest such as the enforcement of CIP Reliability
Standards at nuclear power plants. Further, the Commission participated in the discussions

! CIP-002-2 Critical Cyber Asset Identification, CIP-003-002 Security Management Controls,
CIP-004-002 Personnel & Training, CIP-005-002 Electronic Security Perimeters, CIP-006-002
Physical Security Perimeters, CIP-007-002 System Security Management, CIP-008-002 Incident
Reporting and Response Planning, and CIP-009-002 Recovery Plans for Critical Cyber Assets.

12
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encouraged by Order No. 706-B between the ERO and the NRC on the development of a
memorandum of understanding on enforcement of the CIP standards.

In FY 2009, some of the requirements of the eight approved CIP Reliability Standards became
mandatory, enforceable and auditable compliant. During this first year, Commission staff attended
as “observers” six Cyber Security audits of registered entities led by the Regional Entities. In
addition, the Commission participated in approximately four compliance violation investigations
and reviewed mitigation plans and proposed Notices of Penalty related to subsequent violations of
the CIP Reliability Standards.

Additional accomplishments in Reliability Standards:

The Commission issued two notice of proposed rulemakings related to reliability standards that
were particularly significant:

» Modeling data and analysis reliability standards related to available transmission
capability - proposes to approve several reliability standards related to the calculation of
available transmission capability, as directed in Order Nos. 890 and 693. This far-
reaching set of issues focuses on many aspects of electric reliability and competitive
markets, and thus required considerable coordination among numerous offices and
specialties within the Commission.

» PRC-023 (Special Protection System Misoperations) — addresses an important
recommendation from the Blackout Report 2relating to the proper use of protective
relays. Among other critical issues, the final rule will address jurisdictional issues and
applicability concerns and help to ensure that reliability standards properly apply to
components of the Bulk Electric System that affect reliability.

Performance Measure Performance Target Results

Number of ERO Regional Entity Target met. Participated on 8
compliance audits in which FERC Regional Entity audits, one in each
participates region, by June 25, 2009.

At least one in each of the eight
regions

Commission staff has worked extensively with ERO and Regional Entity Compliance staff to help
improve the quality of audits and investigations. This includes establishing a weekly conference
call with ERO compliance staff to discuss and resolve current compliance issues. Discussions
through this forum led to greater timeliness and effectiveness of the ERO’s compliance
investigations, including the initiation of a compliance inquiry process, improved auditing
procedures, and processes to reduce the ERO’s backlog of alleged violations. This also included
participating with ERO staff on 45 investigations and inquiries into possible violations of the
Reliability Standards arising from Bulk-Power System incidents or disturbances.

2 Final Report on the August 14, 2003 Blackout in the United States and Canada dated April 2004 by the U.S.-
Canada Power System Outage Task Force

13
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Additional Significant Accomplishments in Reliability Compliance:

On September 24, 2009, Commission staff achieved a settlement between staff and Florida
Power & Light Company of all Reliability Standards violations arising from the Florida
Blackout. This was the first reliability-related Commission Part 1b investigation and it resulted
in a $25 million penalty and extensive compliance measures to address concerns relating to a
range of Reliability Standards, including improving frequency response, operator training and
certification, equipment maintenance, operating procedures, and communications.

Commission staff developed and drafted an international data sharing protocol agreement
concerning cross-border compliance violation investigations between FERC staff and the staff of
the Manitoba Department of Science, Technology, Energy and Mines, signed on behalf of FERC
staff on December 4, 2008.

Additional accomplishments of Bulk Power System Analysis:

The Commission expanded the abilities of the Reliability Monitoring Center to provide near real-
time wide-area monitoring of the nation’s bulk power system. Through the Situational
Awareness for FERC, NERC and the Regions program, each NERC Region provided data in a
geospatial format to display the power flows on the various transmission paths and
interconnections. The need for increased situational awareness was cited as a contributing factor
in the August 2004 Blackout Report.

Other Significant Reliability Program Accomplishments

The Commission reviewed approximately 260 filings in docketed rate proceedings to evaluate
their engineering aspects and potential reliability implications to the Bulk Power System. The
engineering issues examined include but were not limited to: (1) contingency reserve
requirements; (2) reliability issues associated with industry tariff revisions; (3) generator reactive
power and voltage control requirements; (4) transmission and generation facility
interconnections and associated cost allocation; (5) interconnection of renewable generation
resources; (6) various characteristics and performance criteria of generators such as ramping,
derating and outages; (7) dynamic scheduling, eTag and OASIS matters; and (8) Reliability Must
Run agreements; (9) market power analyses; (10) transmission and advanced transmission
technology rate incentives; (11) demand response/load modifying resources; and (12)
transmission loading relief reliability standard. The Commission also completed review of
approximately 40 compliance filings to determine whether they met Order No. 890°s
requirements with respect to the available transmission capacity calculation, and directed
additional compliance filings because the filing failed to satisfy one of the requirements.

Other Significant Accomplishments: Smart Grid

In 2009, the Commission issued a Policy Statement to provide guidance on the development and
adoption of smart grid interoperability standards. Smart grid technologies can enable customers
to receive information about the cost and impact of their consumption of electricity and enhance
the ability of utilities to improve reliability, reduce outages, and increase the efficiency of the
grid. The Policy Statement identified priorities for the development of standards to facilitate

14



Federal Energy Regulatory Commission
FY 2009 Performance and Accountability Report

smart grid deployment, providing guidance to the National Institute of Standards in Technology
in its work to prepare smart grid standards for Commission review. The functional areas that the
Commission identified as priorities for standard development are: Wide-Area Situational
Awareness, Demand Response, Electric Storage and Electric Vehicles. The cross-cutting areas
identified are: a common semantic framework for communications and coordination across inter-
system interfaces; and cyber security. The Commission’s reliability program staff focused on
cyber security protections for the Smart Grid so that the devices and systems developed for it
will be protected from exploitation while improving the operation of the bulk power system. The
Policy Statement also established an interim rate policy to encourage early investment in smart
grid infrastructure

Other Significant Accomplishments: Hydrokinetic Technologies

Working within the existing regulations, FERC continued to foster the orderly and
environmentally sound development of hydrokinetic technology. The Commission negotiated an
memorandum of understanding between the Commission and the Department of the Interior,
which resolved the long-standing jurisdictional dispute over siting hydrokinetic projects on the
Outer Continental Shelf (OCS) and provided a cohesive process to accelerate the development of
renewable energy on the OCS in an environmentally sensitive manner. The Commission also
successfully negotiated a memorandum of understanding with the Governors of Washington and
Maine and their respective state agency executives to coordinate procedures and schedules for
review of hydrokinetic energy projects in Washington. In coordination with the U.S. Army
Corps of Engineers, U. S. Coast Guard, U.S. Fish and Wildlife Service and the U.S.
Environmental Protection Agency, FERC developed an innovative “lead project” approach to
achieve efficiencies for an unprecedented number of hydrokinetic projects proposed to be located
on the Mississippi River between St. Louis and New Orleans. There are nine pending
hydrokinetic projects engaged in pre-filing and 12,192 megawatt (MW) of potential hydrokinetic
capacity proposed in 166 issued preliminary permits.

Other Significant Accomplishments: Natural Gas Storage Capacity

To meet the growing demand for natural gas, the Commission must respond to these applications
in a timely manner. In FY 2009, FERC approved 203.4 billion cubic feet (Bcf) of natural gas
storage capacity. At the end of FY 2009, total working gas in storage in the United States was
approximately 3,716 Bcf, approximately 500 Bcf above the five year historical range.
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Performance Measurement Data for Competitive Markets

Goal: Support Competitive Markets

Performance Measure

Performance Target

Results

Timeliness of review of proposed
RTO/ ISO market rules

100% by the statutory due date or the
applicant’s requested date, whichever
is later

Target Met - 100% of the 221 filings
from PJM, ISO New England, New
York ISO, Southwest Power Pool,
Midwest ISO, and California ISO
were acted on by the statutory due
dates

Timeliness of processing cases that
encourage demand response in organ-
ized markets

100% of statutory cases processed
within statutory deadlines or by the
applicant’s requested date, whichever
is later

Target Met - 100% of the 15 filings
to encourage demand response were
acted on by the statutory deadlines

With the October 2008 issuance of Order No. 719, “Wholesale Competition in Regions with
Organized Electric Markets,” the Commission amended its regulations under the Federal Power
Act to improve the operation of organized wholesale electric markets. The changes aim to
improve the operation of organized wholesale electric markets in the areas of: (1) demand
response and market pricing during periods of operating reserve shortage; (2) long-term power
contracting; (3) market-monitoring policies; and (4) the responsiveness of RTOs and ISOs to
their customers and other stakeholders, and ultimately to the consumers who benefit from and
pay for electricity services. In July 2009, the Commission reaffirmed on rehearing that, because
demand response directly affects wholesale rates, reducing barriers to demand response in
organized wholesale electric markets helps the Commission to fulfill its responsibility to ensure
those rates are just and reasonable.

The Commission has continued to implement its Order No. 890 transmission planning principles,
conducting outreach, reviewing related filings, and obtaining stakeholder and customer input to
help RTOs and ISOs refine their planning processes. In September 2009, the Commission
convened regional conferences on transmission planning to assess the Order No. 890
transmission planning processes. The conferences focused on existing transmission planning
processes and promoting discussion of the progress of current processes. The conferences
included discussion on whether existing transmission planning processes adequately consider
needs and solutions on a regional or interconnection-wide basis to ensure adequate and reliable
supplies at just and reasonable rates. Additionally, the conferences allowed discussion of
whether existing processes are sufficient to meet emerging challenges to the transmission
system, such as the development of interregional transmission facilities, the integration of large
amounts of location-constrained generation, and the interconnection of distributed energy
resources into the electricity grid.

The Commission further encouraged the participation of demand response in energy markets by
proposing to adopt North American Energy Standards Board business practice standards in
September 2009. These standards categorize various demand response products and services and
to support the measurement and verification of these products and services in wholesale electric
energy markets.
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Performance Measure Performance Target Results

Target met. Order No. 717 revising
Standards of Conduct for
Transmission Providers issued
October 16, 2008, and became
effective November 26, 2008.

Revise and clarify Standards of Issue Final Rule by December 31,
Conduct 2008

The Commission issued a Policy Statement on Compliance that emphasized the
importance for regulated entities of developing adequate compliance measures. Where
companies have active and effective compliance programs supported by senior
management that identify, remediate, and report compliance lapses, the Commission may
reduce or even eliminate penalties in certain cases. As part of its investigation of possible
violations, the Commission reviews the compliance measures taken by the subject of the
investigation, and includes information on compliance with its recommendations.

Other Significant Accomplishments

The Commission also fulfilled its statutory requirement under the Energy Independence and
Security Act of 2007 to prepare a National Assessment of Demand Response Potential, which
the Commission submitted to Congress in June 2009. The Assessment is the first national
analysis of demand response done on a state-by-state basis. The report estimated demand
response potential by analyzing how customers in each state respond to changing prices, and
how their responses vary with climate, customer type, the type of demand response program, and
other factors. The Assessment also identified an extensive list of barriers to fuller
implementation of demand response and made a number of recommendations for overcoming
these barriers.

Performance Measurement Data for Enforcement

Goal: Prevent Market Manipulation

Performance Measure Performance Target Results

Target met and exceeded. All market
manipulation investigations
completed in FY2009 were
completed within two years.

Percentage of market manipulation
enforcement investigations 75% within two years of initiation
completed

In FY 2009, the Commission issued 21 orders approving settlements, collected more than $77
million in civil penalties and disgorged profits, increased efforts surrounding the enforcement of
reliability standards, and encouraged regulated entities to improve their compliance practices.

Five market manipulation cases reached significant milestones in FY 2009. Three cases were set
for hearings before Administrative Law Judges, with one case settling on the eve of the hearing
with a record $30 million settlement. In two other cases currently pending before the
Commission, the Commission issued orders to show cause why penalties should not be imposed
for alleged manipulation.

In other matters involving alleged manipulation, the Commission authorized the release of two
staff reports on investigations of potential manipulation in which staff found no manipulation.
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The release of the staff reports provides information to the public about the circumstances of the
transactions and why the conduct investigated did not constitute manipulation.

FY 2009 marks the first year in which the majority of new investigations opened by the
Commission involved potential market manipulation.

Performance Measure Performance Target Results
Percentage of operational audit o Target met. 99 percent (75/76) of
recommendations issued and 90% within 6 months operational audit recommendations
implemented implemented in 6 months.
Percentage of financial audit o Target met. 100 percent (36/36) of
recommendations issued and 90% within 6 months financial audit recommendations
implemented implemented in 6 months.

In FY 2009, the Commission completed 28 audits of public utilities and natural gas pipeline and
storage companies. The audits focused on reliability, RTOs and ISOs, Open Access
Transmission Tariffs, gas tariff compliance, the Public Utility Holding Company Act of 2005,
preservation of records, Fuel Adjustment Clauses, Order No. 890, and various Commission
reporting requirements and regulations.

These 28 audits resulted in 112 recommendations for corrective action and included $2.4 million
in recoveries from accounting and billing adjustments. The Commission was successful in
overseeing jurisdictional companies’ implementation of 100 percent of its recommendations to
correct the areas of noncompliance discovered during the audit engagements within 6 months.

The Commission continues to require jurisdictional companies to implement compliance plans to
ensure compliance with the Commission’s regulatory requirements, including requirements to
undertake comprehensive training of employees, periodic self-auditing, and establishing and
monitoring of processes, practices, and procedures.

Financial Performance Overview

As of September 30, 2009, the financial condition of the Commission was sound with sufficient
funds to meet program needs and adequate controls were in place to ensure Commission
obligations did not exceed budget authority. The Commission prepared its financial statements
in accordance with the accounting standards codified in the Statements of Federal Financial
Accounting Standards and with OMB Circular No.A-136, Financial Reporting Requirements.

Sources of Funds. The Commission receives an appropriation from Congress that is available
until expended. The Commission’s FY 2009 new budget authority was $273.5 million. This
represents an increase in new budget authority of approximately $13.0 million over FY 2008.
Additional funds available to obligate in FY 2009 were $16.7 million from prior-year
unobligated appropriations and $0.7 million of prior-year obligations that were subsequently de-
obligated in the current year. The sum of all funds available to obligate in FY 2009 was $290.9
million. Additionally, the Commission receives an appropriation from Congress to pay states the
fees it collected for the occupancy and use of public lands. The payments to states appropriation
in FY 2009 was $3.4 million.
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Consistent with the requirements of the Omnibus Budget Reconciliation Act of 1986, as
amended, the Commission collected fees to offset 100% of its budget authority in FY 2009.

Costs by Function. The Commission incurred costs of $288.4 million in FY 2009, which was
an increase of $34.2 million over FY 2008. Approximately 70 percent of costs were used for
salaries and benefits. The remaining 30 percent was used to obtain technical assistance for the
Commission's principal regulatory programs, to cover operating expenses, staff travel, and
reimbursable work. Salaries and benefits increased by $22 million over 2008 while the net affect
on the other cost categories was an increase of $12.2 million.

Costs by Function (millions)

Costs FY 2009 | FY 2008
Salaries and Benefits $202.6 $180.6
Travel/Transportation 3.7 3.6
Rent/Comm/ Utilities 23.1 22.3
Contract Support 44.8 37.2
Printing/Supplies/Other 14.2 10.5
Total Costs $288.4 $254.2

Audit Results. The Commission received an unqualified audit opinion on its FY 2009 financial
statements. This was the sixteenth consecutive year the Commission has received an unqualified
opinion. For FY 2009, no material weaknesses were identified by the audit.

Financial Statement Highlights. The Commission's financial statements summarize the
financial activity and financial position of the agency. The financial statements and footnotes
appear in the financial section of this report.

Analysis of the Balance Sheet

The Commission's assets were approximately $91.3 million as of September 30, 2009. This is a

decrease of $10.6 million from September 30, 2008. The assets reported in the Commission's
Balance Sheet are summarized in the Asset Summary table.

Assets Summary (millions)

Assets FY 2009 FY 2008
Fund Balance with Treasury $63.5 $72.7
Accounts Receivable, net 23.0 22.9
Property and Equipment, net 4.8 6.3
Total Assets $91.3 $101.9
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The Fund Balance with Treasury represents the Commission's largest asset of $63.5 million as of
September 30, 2009, a decrease of $9.2 million from the FY 2008 balance. This balance
represents appropriated funds, collected penalties and other funds maintained at the Treasury
until final disposition is determined. The decrease from FY 2009 to FY 2008 is primarily due to
disposition of disgorged profits.

The Accounts Receivable, net has a balance of $23.0 million as of September 30, 2009. This
balance represents the outstanding amounts due from either annual charges, civil penalties or
other penalties issued by the Commission to entities under its regulation.

The Property and Equipment, net was $4.8 million as of September 30, 2009, a decrease of $1.5
million from FY 2008. The balance is comprised of the net value of the Commission’s
equipment, furniture, leasehold improvements, and computer hardware and software. The $1.5
million net decrease is primarily due to the decrease in Property and Equipment resulting from
the depreciation of assets throughout the year.

The Commission's liabilities were $75.2 million as of September 30, 2009. The Liabilities
Summary table shows a decrease in total liabilities of $12.2 million from FY 2008. The $75.2
million balance is primarily the result of accrued expenditures for payroll, benefits and operating
expenses. The Commission also has $17.4 million in penalties issued to entities under its
regulation that were found guilty of market manipulation that are subsequently due to other
entities.

Liabilities Summary (millions)

Liabilities 2'32)(9 222)(8
Accounts Payable $17.8 16.4
Federal Employee Benefits 10.2 7.7
Other Liabilities 47.2 63.3
Total Liabilities $75.2| $87.4

The difference between total assets and total liabilities is net position. The Commission’s net
position was approximately $16.1 million as of September 30, 2009. The increase in net position
in FY 2009 compared to FY 2008 is the result of the amount of adjusted annual charges assessed
by the Commission which impacted the cumulative results of operations.
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Net Position Summary (millions)

Position FY 2009 FY 2008
Unexpended Appropriations $20.1 $24.6
Cumulative Results of Operations (4.0)| (10.1)
Total Net Position $16.1 $14.5

Analysis of the Statement of Net Cost

The Statement of Net Cost presents the net cost of the Commission's three strategic goals as
identified in the Commission’s Strategic Plan. The purpose of the statement is to show,
separately, the components of the net cost of operations that can be linked to the costs of
program performance under the Government Performance and Results Act of 1993 (GPRA). Net
costs by strategic goal are shown in the Net Cost of Operations table.

Net Cost of Operations
Operation FY 2009 FY 2008
Energy Infrastructure | $(3,296) $0
Competitive Markets (527) 0
Enforcement (571) 0
Net Cost of Ops $(4,394) $0

The Commission's net cost of operations for FY 2009 was ($4,394). The Commission is a full
cost recovery agency and recovers all of its cost through the allocated annual charges to the
entities that it regulates. In FY 2009, the Commission billed and collected some PY
reimbursable costs.

Analysis of Statement of Changes in Net Position

The Statement of Changes in Net Position reports the change in net position during the reporting
period. Net position is affected by changes in its two components: Cumulative Results of
Operations and Unexpended Appropriations. The overall increase in Net Position of $1.6
million is the result of the amount of adjusted annual charges assessed by the Commission which
impacted the cumulative results of operations for FY 2009 compared to FY 2008.

Analysis of the Statement of Budgetary Resources

The Statement of Budgetary Resources shows the sources of budgetary resources available and
the status at the end of the period. It represents the relationship between budget authority and
budget outlays, and reconciles obligations to total outlays. For FY 2009, the Commission had
budgetary resources available of $294.3 million, the majority of which was derived from new
spending authority. This represents an increase of $26.7 million over FY 2008 budgetary
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resources available of $267.6 million. The unobligated budget authority available at September
30, 2009 was $7 million, which is a decrease of $9.8 million from the FY 2008 amount of $16.8
million.

The status of budgetary resources includes obligations incurred of $285.9 million, or 97 percent
of funds available. Similarly, FY 2008 obligations incurred were $250.9 million or 94 percent of
funds available. Total net outlays for FY 2009 were $(47.5) million, which represents a $19.3
million decrease from FY 2008 net outlays of $(66.8) million. The decrease from last year is a
result of approximately $40 million in higher gross outlays offset by $20 million in higher
offsetting collections and distributed receipts in FY 2009 compared to FY 2008.

Analysis of the Statement of Custodial Activity

The Statement of Custodial Activity displays the total Custodial Revenue and the Disposition of
Collections related to that revenue activity. This statement ensures that revenue billed and
collected by the Commission on behalf of other federal agencies will not be reported twice as
revenue on the consolidated government’s Statement of Net Cost. In FY 2009, the Commission
reported $69.0 million in custodial revenue as of September 30, 2009 compared to $55.6 million
in FY 2008. The majority of the increase over FY 2008 is due to more civil penalties billed in
FY 2009 to entities under the Commission’s regulation.

Controls, Systems, and Legal Compliance
This section provides information on the Commission's compliance with the:

Federal Managers' Financial Integrity Act of 1982;
Federal Financial Management Improvement Act of 1996;
Prompt Payment Act;

Debt Collection Improvement Act of 1996; and

Revised OMB A-123.
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Integrity Act Statement

During Fiscal Year 2009, the Commission focused it efforts on four fundamental
Commission responsibilities: developing needed energy infrastructure, fostering competitive
energy markets, overseeing reliability standards and effectively enforcing both market and
reliability rules. We are progressing in each of these areas while we continue to improve our
capabilities to meet the challenges of the energy issues confronting our nation.

To accomplish our goals, we must manage our resources efficiently and integrate our budget,
performance measures, and management controls to improve performance and accountability. Our OMB
A-123 internal control program is helping us accomplish this by monitoring our financial, human capital
and information resources to safeguard our assets, improve the integrity of our reporting, and use our
resources more effectively in reaching our goals. Problems that impede our progress continue to be
brought to the attention of management and resolved within the Commission at the appropriate level. The
auditors' FY 2009 report on the Commission's internal control structure disclosed no material weaknesses
and no instances of noncompliance with laws and regulations. We will continue to maintain a strong
management control system.

The Commission's management is responsible for establishing and maintaining effective internal
control and financial management systems that meet the objectives of the Federal Managers' Financial
Integrity Act (FMFIA). In accordance with OMB Circular A-123, Management's Responsibility for
Internal Controls; we evaluated the effectiveness and efficiency of our internal controls over operations
and our compliance with applicable laws and regulations as of September 30, 2009. Based on the results
of this evaluation, the Commission can provide reasonable assurance that its internal controls are
operating effectively and that no material weaknesses were found in the design or operation of our
internal controls.

In addition, the Commission assessed the effectiveness of internal controls over financial reporting,
which includes the safeguarding of assets and our compliance with applicable laws and regulations in
accordance with the requirements of OMB Circular A-123, Appendix A. The results of this assessment
found no material weaknesses in the design or operation of our controls over financial reporting. The
Commission can provide reasonable assurance that its internal controls over financial reporting as of
September 30, 2009, are operating effectively.

Jon Wellinghoff

Chairman

Federal Energy Regulatory Commission
September 2009
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Federal Managers Financial Integrity Act

The Federal Managers' Financial Integrity Act of 1982 (Integrity Act) mandates that agencies
establish controls that reasonably ensure that: (i) obligations and costs comply with applicable
law; (i1) assets are safeguarded against waste, loss, unauthorized use, or misappropriation; and
(ii1) revenues and expenditures are properly recorded and accounted for. This act encompasses
program, operational, and administrative areas as well as accounting and financial management.
The Integrity Act requires the Chairman to provide an assurance statement on the adequacy of
management controls and c