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Federal Energy Regulatory Commission

Strategic Plan FY 2006 - FY 2011

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.

Guiding Principles that Strengthen the Commission’s

Overall Performance
To fulfill its Mission, the Federal Energy Regulatory Commission commits to...

Organizational Excellence
Use resources efficiently and effectively to achieve its strategic priorities.

Due Process & Transparency
Complete regulatory proceedings in an open and fair manner, consistent with

established regulations.

Regulatory Certainty
Provide regulatory certainty through consistent Commission approaches and actions.

Stakeholder Involvement
Ensure that interested parties are informed and provided an appropriate

opportunity to participate in Commission proceedings.

Timeliness
Act on regulatory matters in an expeditious manner.




Goal 1: Energy Infrastructure

Promote the Development of a Strong Energy Infrastructure

Objective A:

Objective B:

Objective A:

Objective B:

Objective A:

Objective B:

Stimulate Appropriate Infrastructure Development

* Resolve regulatory and other challenges to needed development
¢ Encourage investment and effect timely cost recovery

Maintain a Reliable and Safe Infrastructure

¢ Assure reliability of interstate transmission grid
* Protect safety at LNG and hydropower facilities
¢ Incorporate environmental considerations into Commission decisions

Goal 2: Competitive Markets
Support Competitive Markets

Develop Rules that Encourage Fair and Efficient Competitive Markets

* Employ best practices in market rules
* Reduce barriers to trade between markets and among regions

Prevent Accumulation and Exercise of Market Power

* Assure proposed mergers and acquisitions are in the public interest
e Address market power in jurisdictional wholesale markets

Goal 3: Enforcement
Prevent Market Manipulation

Provide Vigilant Oversight

¢ Identify and remedy problems with structure and operations in energy markets

Provide Firm but Fair Enforcement

* Establish clear and fair processes
* Conduct investigations promptly and impose penalties where appropriate
* Encourage self-policing and -reporting of violations
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FY 2010 PERFORMANCE BUDGET REQUEST

SUMMARY OF FY 2010 RESOURCE REQUEST

The Federal Energy Regulatory Commission (FERC or the Commission) requests funding of $298,000,000 and 1,528
full-time equivalents (FTE) for fiscal year (FY) 2010. The increase in resources through FY 2010 is primarily associ-
ated with the continued strengthening of its reliability and enforcement efforts. FERC is requesting an additional 44
FTEs in FY 2010 for electrical engineers to respond to increased workload related to the reliability standards develop-
ment process; reliability compliance; critical infrastructure protection (CIP) standards work; emergency monitoring;
and the regional planning process. An additional five FTEs are requested to support the market oversight func-

tions. The Commission is also in need of additional attorneys to handle an increased workload associated with en-
forcement related orders and proceedings resulting from increased investigations. Lastly, additional resources are re-
quested to further develop and fully implement the dam safety reliability/risk assessment program and to aid in the
processing of hydroelectric license applications. The salary and benefit expense associated with the FTE increase ac-
counts for over 84 percent of the Commission’s funding increase. Additional rent expenses account for another twelve
percent of the increase. The remainder of the increase is associated with additional funding for consultants necessary
for enforcement proceedings as well as contractor support for hydroelectric project licensing and relicensing efforts.
The tables below are a summary of the Commission’s resources by program goals and objectives.

% (+/-
Progran Funding s | prae | || oy
FY 2010
Energy Infrastructure $ 190,018 | $ 205680 | $ 225,245 9.50%
Stimulate Development 134,074 135,654 141,656 4.40%
Maintain Reliable & Safe Infrastructure 55,944 70,026 83,589 19.40%
Competitive Markets $ 28,964 | $ 34,907 | $ 36,442 4.40%
Develop Rules 19,095 24,603 25,677 4.40%
Prevent Market Power 9,869 10,304 10,765 4.50%
Enforcement $ 28,707 | $ 32813 $ 36,313 10.70%
Oversight 8,841 8,718 10,521 20.70%
Enforcement 19,865 24,095 25,792 7.00%
TOTAL $ 247,689 |$ 2734001 $ 298,000 9.00%
% (+/-
FY 2010
Energy Infrastructure 983 1,090 1,148 5.30%
Stimulate Development 702 724 729 0.60%
Maintain Reliable & Safe Infrastructure 281 366 420 14.60%
Competitive Markets 158 194 194 0.20%
Develop Rules 104 137 137 0.10%
Prevent Market Power 54 57 57 0.30%
Enforcement 141 181 186 2.60%
Oversight 43 48 54 11.90%
Enforcement 97 133 132 -0.80%
TOTAL 1,282 1,465 1,528 4.30%

Note: Numbers in tables may not add due to rounding.
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FEDERAL ENERGY REGULATORY COMMISSION

OVERVIEW AND HISTORY

FULL COST RECOVERY

The Commission recovers the full cost of its operations through annual charges and filing fees assessed on the indus-
tries 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 ap-
propriation.

Full Cost Recovery FY 2008 FY 2009 FY 2010

(Dollars in Thousands) Actual Estimate Request
Appropriation $ 260,425 % 273,400 $ 298,000
Offsetting Collections -260,425 -273,400 -298,000
Net Appropriation $ -1 $ -1 $ -

PROPOSED APPROPRIATION LANGUAGE

For necessary expenses of the Commission to carry out the provisions of the Department of Energy Organization Act
(42 U.S.C. 7101 et seq.), including services as authorized by 5 U.S.C. 3109, the hire of passenger motor vehicles, and
official reception and representation expenses not to exceed $3,000, $298,000,000, to remain available until expended:
Provided, That notwithstanding any other provision of law, not to exceed $298,000,000 of revenues from fees and an-
nual charges, and other services and collections in FY 2010 shall be retained and used for necessary expenses in this
account, and shall remain available until expended: Provided further, That the sum herein appropriated from the gen-
eral fund shall be reduced as revenues are received during FY 2010 so as to result in a final FY 2010 appropriation
from the general fund estimated at not more than $0.




FY 2010 PERFORMANCE BUDGET REQUEST

HISTORY AND OVERVIEW OF THE FEDERAL ENERGY REGULATORY COMMISSION

The Commission is an independent regulatory agency within the U.S. Department of Energy (DOE). The Commis-
sion’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. As authorized by the FPA and the Omnibus Budget
Reconciliation Act of 1986, the Commission recovers the full cost of its operations through annual charges and filing
fees assessed on the industries it regulates. This revenue is deposited into the Treasury as a direct offset to its appro-
priation, resulting in no net appropriation.

FERC is composed of up to five commissioners who are appointed by the President of the United States with the ad-
vice 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 independ-
ence as a regulatory agency, and providing for fair and unbiased decisions.

FERC'’s Current Chairman and Commissioners

Chairman Wellinghoff
Sworn In: July 31, 2006
Term Expires: June 30, 2013

Commissioner Kelly
Sworn In: November 24, 2003
Term Expires: June 30, 2009

Commissioner Moeller
Sworn In: July 24, 2006
Term Expires: June 30, 2010

Commissioner Spitzer
Sworn In: July 21, 2006
Term Expires: June 30, 2011

In addition to the Chairman and Commissioners, FERC is organized into nine separate functional offices; each is re-
sponsible for carrying out specific portions of the Commission’s responsibilities. The offices work in close coordina-
tion to effectively carry out the Commission’s statutory authority.
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OVERVIEW AND HISTORY

FEDERAL ENERGY REGULATORY COMMISSION

FEDERAL ENERGY REGULATORY COMMISSION
Organizational Chart

[ Commissioner ] [ Commissioner ] [ Chairman ‘ [ Commissioner ] [ Commissioner j

Office of Enforcement

Hagersiown Suialite

st Office of Electric Reliability

Office of Energy Market Regulation Oifice of Energy Projects

Office of Administrative Litigation
Office of Administrative Law Judges Office of External Affairs

Office of the Executive Director

Office of the General Counsel

As of March 10, 2009

Office of Administrative Law Judges (ALJ) - 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 (OAL) - 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 (DRS) is located within OAL and provides neutral, third-party
assistance using alternative dispute resolution (ADR) methods to parties in regulatory and environmental conflict;
trains staff and energy stakeholders in collaborative problem-solving tools to develop and ensure a reliable infrastruc-
ture.

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

Office of Energy Market Regulation (OEMR) — 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, en-
ergy efficiency, distributed generation, renewable energy issues, greenhouse gas emissions policies, and advanced
technologies relevant to grid and wholesale markets.

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

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

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

Office of the Executive Director (OED) - Provides administrative support services to the Commission including human
resources (HR), procurement, information technology (IT), organizational management, financial, and logistic func-
tions.

Office of the General Counsel (OGC) - 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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REGULATORY AUTHORITY HISTORY AND OVERVIEW

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 that are described below.

HYDROPOWER

Congress passed the Federal Water Power Act of 1920 which gave the FPC its original authority to license and regu-
late nonfederal -hydropower projects on navigable waterways and federal lands. As the regulatory authority of the
FPC expanded, the Federal Water Power Act ultimately became Part I of the FPA. Part I of the FPA has been
amended by subsequent statutes including the Electric Consumers Protection Act of 1986 and the Energy Policy Act of
1992. The Commission relies on these authorities to carry out its hydropower responsibilities including: the issuance
of preliminary permits; the issuance of licenses for the construction of a new project; the issuance of licenses for the
continuance of an existing project (relicensing); the investigation and assessment of headwater benefits; and the over-
sight of all ongoing project operations, including dam safety and security inspections, public safety and environmental
monitoring. While the Commission’s responsibility under the FPA is to strike an appropriate balance among the many
competing developmental and environmental interests, several other laws, statutes, and executive orders affect hydro-
power regulation. These include, but are not limited to, the National Environmental Policy Act (NEPA), Clean Water
Act, Coastal Zone Management Act, Endangered Species Act, Fish and Wildlife Coordination Act, and National His-
toric Preservation Act.

ELECTRIC

Since 1935, the Commission has regulated certain electric industry activities under the FPA. Under FPA sections 205
and 206, the Commission ensures that the rates, terms and conditions of sales for resale of electric energy and trans-
mission in interstate commerce by public utilities are just, reasonable, and not unduly discriminatory or preferential.
Under FPA section 203, as amended by the Energy Policy Act of 2005 (EPAct 2005), the Commission reviews merg-
ers and acquisitions, and certain other corporate transactions involving public utilities and public utility holding com-
panies.

The Commission is also ultimately responsible for protecting and improving the reliability of the bulk power system.
Section 215 of the FPA provides for the establishment of a federal regulatory system of mandatory and enforceable
electric reliability standards for the Nation’s bulk power system. The standards, developed by a Commission-certified
Electric Reliability Organization (ERO) and approved by the Commission, apply to all users, owners, and operators of
the bulk power system. The ERO operates within the 48 contiguous states and is under the direct oversight of the
Commission. The Commission is ultimately responsible for the effective enforcement of the standards.

The Commission also has other electric regulatory responsibilities under portions of
the Public Utility Regulatory Policies Act of 1978 (PURPA) and the Public Utility
Holding Company Act of 2005 (PUHCA 2005) pertaining to qualifying facilities,
exempt wholesale generators, and books and records access requirements.

rt Grid is shorthand
wing array of applicati
and devices that enhance and
automate the monitoring and
control of electrical transmis-
sion and distribution networks
added reliability, efficie
st-effective operatio

Under the Energy Independence and Security Act of 2007 (EISA), the Commission,
along with DOE and National Institute of Standards and Technology (NIST), par-
ticipates in a smart grid taskforce to ensure awareness, coordination, and integration
of the federal government’s diverse activities related to smart grid technologies and
practices.

The Commission also has limited authority over the siting of electric transmission facilities. Under section 216 of the
FPA, the Commission is responsible, subject to certain conditions, for authorizing interstate electric transmission fa-
cilities that are proposed in National Interest Electric Transmission Corridors, designated by the Secretary of Energy.

The Commission’s regulations apply primarily to investor-owned utilities. Government-owned utilities (e.g., Tennes-
see Valley Authority, federal power marketing agencies), state and municipal utilities, and most cooperatively-owned
utilities are not subject to Commission regulation (with certain exceptions). Regulation of retail sales and local distri-
bution of electricity are matters left to the states. In addition, the Commission does not have a role in authorizing the
construction of new generation facilities (other than non-federal hydroelectric facilities) which is the responsibility of
state and local governments.

AYOLSIH ANV MEIAYFIAQ



OVERVIEW AND HISTORY

FEDERAL ENERGY REGULATORY COMMISSION

NATURAL GAS AND LIQUEFIED NATURAL GAS (LNG)

The Commission’s role in regulating the natural gas industry is largely defined by the Natural Gas Act of 1938 (NGA).
Under section 3 of the NGA, the Commission reviews the siting, construction, and operation of facilities to import and
export natural gas, including LNG terminals. As part of its responsibility, the Commission conducts cryogenic design
and technical review of the operational aspects of LNG facilities during the certificate process. Once a facility is con-
structed and operational, the Commission conducts safety, security and environmental inspections for the life of the
facility.

Under section 7 of the NGA, the Commission issues certificates of public convenience and necessity for the construc-
tion and operation of interstate natural gas pipelines and storage facilities. FERC is also responsible for conducting
compliance inspections of the natural gas pipelines and storage facilities during construction. Although the Commis-
sion does not have any jurisdiction over the safety or security of natural gas pipelines or storage facilities once they are
in service, it actively works with other agencies with these responsibilities, most notably the Pipeline and Hazardous
Materials Safety Administration of the Department of Transportation (DOT).

As required by NEPA, the Commission prepares environmental documents for proposed natural gas and LNG facilities
and acts in conformance with other environmental statutes as appropriate, including the Endangered Species Act, Na-
tional Historic Preservation Act, and Coastal Zone Management Act.

Under sections 4 and 5 of the NGA, the Commission oversees the rates, terms and conditions of certain sales for resale
and transportation of natural gas in interstate commerce. The Commission’s jurisdiction over sales for resale of natural
gas is limited by the Natural Gas Policy Act of 1978 (NGPA) and the Natural Gas Wellhead Decontrol Act of 1989.
Regulation of the production and gathering of natural gas, as well as retail sales and local distribution, are matters left
to the states.

(0)19

The Interstate Commerce Act gives the Commission jurisdiction over the rates, terms and conditions of transportation
services provided by interstate oil pipelines. The Commission has no authority over the construction of new oil pipe-
lines or over other aspects of the industry such as production, refining or wholesale or retail sales of oil.

OVERSIGHT AND ENFORCEMENT

The Commission’s enforcement role was significantly reinforced by EPAct 2005, which conferred expanded authority
on the Commission to assess penalties for violations of the NGA and all of Part I of the FPA. The Commission’s en-
forcement role was also expanded with respect to mandatory and enforceable electric reliability standards. EPAct
2005 further provided for or increased the level of civil penalties of up to $1 million per violation of any Commission
order or regulation for each day the violation continues.

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 com-
panies 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 com-
pete for natural gas and electric energy sales and to offer market choices for customers at wholesale. The development
and operation of regional transmission organizations (RTO), independent transmission system operators (ISO), and in-
dependent transmission companies (ITC) in the electric industry and market hubs in the gas industry has increased com-
petitive 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 opera-
tions so competition encourages investment in infrastructure in a manner that is efficient and protects customers.

6



FY 2010 PERFORMANCE BUDGET REQUEST

In addition to the regulation and oversight of energy markets, the Commission must respond timely to requests for in-
frastructure development to meet the growing demand for energy. The Commission’s authority applies when compa-
nies 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 environ-
mental 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 com-
munication earlier in the project review process so problems can be averted later in the process. The Commission’s
participation and initiative in these efforts allows for the filing of more complete applications that enables more effi-
cient and expeditious licensing actions by the Commission.

To protect and improve the reliability and security of the Nation’s bulk power system, the Commission oversees the
development and review of mandatory reliability and security standards through active involvement in the ERO’s stan-
dards development process and review of all Reliability Standards filed by the ERO. The Commission provides exten-
sive 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 also tracks and reviews all alleged violations, mitigation plans, and proposed penalties
and conducts ERO and regional entity performance reviews and audits. Finally, the Commission reviews all notices of
appeal of ERO compliance registry decisions.

The Commission relies on its Reliability Monitoring Center and its 24/7 emergency message system to monitor the
integrity of the system continuously. In addition, FERC monitors 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 con-
struction, 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 re-
quired to coordinate with federal, state and local agencies and develop a form of emergency response plan.

For 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 Behavior Rules and the prohibition of energy market manipulation. In addi-
tion 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
regulations, the Commission has established factors it will consider when assessing civil penalties or developing reme-
dies. This allows the Commission’s enforcement to be fair; a key component of the Commission’s approach to en-
forcement. 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.
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OVERVIEW AND HISTORY

FEDERAL ENERGY REGULATORY COMMISSION

What FERC Does:
Regulates the transmission and wholesale sales of electricity in interstate

commerce

Reviews certain mergers and acquisitions and corporate transactions by

electricity companies

Regulates the transportation and sale of
natural gas for resale in interstate com-
merce -
Regulates the transportation of oil by pipe-
line in interstate commerce /
Approves the siting and abandonment of
interstate natural gas pipelines and storage
facilities

Reviews siting applications for electric
transmission projects under limited cir-
cumstances

Ensures the safe operation and reliability
of proposed and operating LNG terminals
Licenses and inspects private, municipal,
and state hydroelectric projects

Protects the reliability of the high voltage
interstate transmission system through
mandatory reliability standards

Monitors and investigates energy markets
Enforces FERC regulatory requirements
through imposition of civil penalties and
other means

ReguTa on of mos: actlvmes of state and municipal power systems,
federal power marketing agencies like the Tennessee Valley Author-
ity, and most rural electric cooperatives

Regulation of nuclear power plants

Issuance of state water quality certificates

Oversight for the construction of oil pipelines

Abandonment of service as related to oil facilities

Mergers and acquisitions as related to natural gas and oil companies
Respons1b1hty for p1pehne safety or for pipeline transportation on or

onal responsibility are dealt with
s considered outside of FERC's

\\\ natural gas sales to consumers
construction of electric generation facilities

ental Shelf

ion of electricity and natural gas

tural gas vehicles \

lures of local distribution facilities \
n power lines in residential .

Oversees environmental matters related to natural gas and hydroelectricity

projects and other matters

Administers accounting and financial reporting regulations and conduct of

regulated companies

ELECTRIC, HYDROPOWER, & GENERAL STATUTES

Federal Power Act (FPA)

Energy Policy Act of 2005 (EPAct 2005)

Energy Policy Act of 1992

Power Plant and Industrial Fuel Use Act

Department of Energy Organization Act

Electric Consumers Protection Act (ECPA)

Electronic Freedom of Information Act of 1996

Energy Independence and Security Act of 2007 (EISA)
Public Utility Holding Company Act of 1935 (PUHCA)
Public Utility Regulatory Policies Act of 1978 (PURPA)
Small Business Regulatory Enforcement Fairness Act of
1996 (SBREFA)

Information Technology Management Reform Act of 1996
(ITMRA/Clinger-Cohen Act)

NATURAL GAS STATUTES

Natural Gas Act

Natural Gas Policy Act of 1978

Alaska Natural Gas Pipeline Act of 2004

Energy Policy Act of 2005 (EPAct 2005)

Alaska Natural Gas Transportation Act of 1976

Outer Continental Shelf Lands Act of 1978 (OCSLA)
Natural Gas Wellhead Decontrol Act of 1989 (NGWDA)

OIL STATUTES

Interstate Commerce Act
Energy Policy Act of 1992

ENVIRONMENTAL AND OTHER STATUTES

Clean Air Act

Clean Water Act

Rivers and Harbors Act

Endangered Species Act

Wild and Scenic Rivers Act

Coastal Zone Management Act

National Historic Preservation Act

Fish and Wildlife Coordination Act
National Environmental Policy Act (NEPA)
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GOAL 1: ENERGY INFRASTRUCTURE
PROMOTE THE DEVELOPMENT OF A STRONG ENERGY INFRASTRUCTURE

% (+/-
Frrw s oo | x| e | v || e o
FY 2010
Funding $ 190,018 |$ 205680 $ 225,245 9.50%
Stimulate Development $ 134074|$ 135654 | $ 41,656 4.40%
Program 111,262 112,995 118,761 5.10%
Support 22,811 22,658 22,895 1.00%
Maintain Reliable & Safe Infrastructure $ 55,944 | $ 70,026 | $ 83,589 19.40%
Program 46,816 58,573 70,400 20.20%
Support 9,127 11,451 13,188 15.20%
FTEs 983 1,090 1,148 5.30%
Stimulate Development 702 724 729 0.60%
Program 572 593 601 1.40%
Support 129 131 127 -3.00%
Maintain Reliable & Safe Infrastructure 281 366 420 14.60%
Program 229 300 346 15.60%
Support 52 66 73 10.40%

Note: Numbers in tables may not add due to rounding.

The Commission promotes the development of a strong energy infrastructure through effective regulation, includ-
ing the timely evaluation of proposals to construct facilities (along with appropriate environmental protection), and by
developing appropriate pricing policies and operating procedures.

Pricing policies and operating procedures influence the level of
infrastructure investment, timing of infrastructure development,
and the efficiency of infrastructure operations. The Commission is
committed to developing and implementing policies that encour- .
age investment in new energy infrastructure to meet the Nation’s .
current and future demands for electricity, natural gas, and oil. ‘

Adequate infrastructure helps make
competitive markets work by:

mitigating market power;
improving customer access to low-cost

L . . ) rs to choose among
The Commission’s strategic goals and objectives are interrelated Sollrces

and directly support and influence one another. Competitive and

reliable energy markets heavily rely on a strong infrastructure. The Commission’s work under its first goal will di-
rectly influence its second goal, to support competitive markets. Likewise, fair and competitive markets where inves-
tors have the opportunity to earn a fair rate of return, encourage the development of needed infrastructure. The Com-
mission is cognizant of the interdependency of its strategic goals and considers this relationship when developing poli-
cies.

HINLONALSVIAIN] ADYINH - ANO ¥dLdVHD



CHAPTER ONE - ENERGY INFRASTRUCTURE

FEDERAL ENERGY REGULATORY COMMISSION

1. OBJECTIVE A: STIMULATE APPROPRIATE INFRASTRUCTURE DEVELOPMENT

The Commission and its authority are crucial to the development of a strong energy infrastructure that operates effi-
ciently, effectively, and reliably. In pursuit of this objective, the Commission will encourage investment, effect timely
cost recovery, and resolve regulatory and other challenges to needed development. The Commission’s rate policies, con-
sistently applied to jurisdictional infrastructure projects in electric, natural gas, and oil pipeline markets, must do two
things: give investors confidence that they will have an opportunity to recover their investments and a reasonable rate of
return; and provide reasonable rates for electric, natural gas, and oil customers.

1.A.1: RESOLVE REGULATORY AND OTHER CHALLENGES TO NEEDED DEVELOPMENT

The Commission is responsible for licensing non-federal hydropower projects, certificating interstate natural gas pipe-
lines and storage projects, authorizing LNG facilities, and in certain circumstances permitting electric transmission lines.
Throughout all of these application processes, the Commission’s goal is to reduce the time it takes to review projects
without compromising its environmental protection and public participation responsibilities. However, reconciling com-
peting interests remains a significant challenge to this process. The Commission believes these issues are best addressed
openly and early in the application process. The Commission encourages, and sometimes requires, project proponents to
engage in early involvement of state and federal agencies, Indian tribes, affected landowners, and the public.

Also, the Commission has made a strong commitment to encouraging infrastructure development. Its policies on electric
transmission planning, interconnection of generating resources to the transmission grid, operation of capacity markets,
and the allocation of long-term transmission rights convey its expectations and requirements. To implement this strategy
in FY 2010, the Commission will use approximately 11 FTEs to identify and reform, as needed, issues surrounding gen-
eration interconnection queue management, and implementation of the Commission’s obligation under the EISA, among
other things.

Hydropower Licensing. Hydropower is an important component of the Nation's energy portfolio and supports efficient,
competitive electric markets by providing low-cost energy reserves and ancillary services. Hydropower projects also
provide other public benefits such as managed water sup-
ply, recreation, economic development, and flood control
while minimizing adverse impacts on environmental re-
sources. The Commission has jurisdiction of over 1,600
hydropower projects, encompassing approximately 2,500
dams and impoundments and the associated lakes and
IeServoirs.

The ILP Process. In an effort to increase the efficiency
of the hydroelectric licensing process, which involves
a multitude of stakeholders including citizen groups,
environmental organizations, tribal interests, and lo-
cal, state, and federal resource agencies, the Commis-
sion developed the Integrated Licensing Process
(ILP). The ILP, the default licensing process since
July 2005, has as its ultimate goal to establish an effi-
cient, predictable, and timely licensing process that
develops a record sufficient for the Commission to
take final action. To achieve the goals of the ILP,
Commission staff is fully engaged in the pre-filing
portion of the process to help stakeholders define the
scope of the licensing process along with the type and
number of studies that are undertaken. The ILP proc-
ess is designed to enable Commission final action on
the license application within a target timeframe of
between 16 to 18 months from filing.

ILP Pre-Filing. Throughout the pre-filing process, which
begins approximately five years prior to the license expi-
ration date, Commission staff meet with stakeholders to
develop study plans and ensure that the licensing pro-
posal will be considered complete by the time the appli-
cation is filed.! Public information meetings and site vis-
its are also conducted during this time. In FY 2010, the
Commission anticipates that there will be 55 projects in
the pre-filing process, representing a 37.5 percent in-
crease over FY 2008. Commission staff will conduct ap-
proximately 16 site visits and attend seven public infor-
mation meetings during this time. To keep up with the increas-

ing workload in the pre-filing process, the Commission will need to increase its staff by one FTE, for a total of 10 FTEs
working on pre-filing activities. The Commission also anticipates using contractors to aid staff in processing four pre-
filing applications. These services are estimated to cost a total of approximately $400,000. In FY 2008, 44 projects
were in the pre-filing process. Commission staff visited approximately 29 projects and conducted 43 public information
meetings. The success of the pre-filing process is evidenced by the substantial participation increase.

1. A relicense application must be filed with the Commission no later than two years before the license expires.
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Processing an Application. Whether an application is prepared using the ILP, traditional process, or Alternative Licens-
ing Process, Commission staff conducts an environmental analysis of the license application after the application is filed.
The Commission is responsible for ensuring that the environmental document analyzes the project’s effects on recrea-
tion, fisheries, wildlife, water quality, wetlands, and cultural resources and makes recommendations for the protection,
mitigation, and enhancement measures to be included in any license issued. During FY 2010 the Commission may be
processing up to 61 relicense, 60 original license and three 5-megawatt (MW) exemption applications and may take final
action on about 15 relicense applications, ten applications for original licenses and one 5-MW exemption applications.

Consistent with FY 2008, the Commission needs 30 FTEs to carry out these activities in addition to contractor support.

The Commission estimates that 16 Environmental Assessments and 7 Environmental Impact Statements (EIS) will be
contracted out. Based on FY 2008 costs, the Commission expects the contracted EAs to cost a total of $1,616,000 and
EISs to cost a total of $1,600,000. In FY 2008, there were 25 pending original license applications and 70 pending reli-
cense applications, and the Commission acted upon a total of 19 applications representing a total capacity of 2,788.35

MW.

Alternative Dispute Resolution. In FY 2007, the Commission’s DRS mediated a settlement over the course of several
months in the relicensing proceeding of the Upper American River Project and the Chili Bar Hydroelectric Project, com-
prised of eight hydroelectric developments. The projects, located in California on the American River and surrounding
tributaries, produce 1,095 MW. The insertion of the neutral, third parties in the collaborative discussions set the tone for
quick resolution of a multitude of issues. Within one year, all sixteen stakeholders, including the Sacramento Municipal

Utility District, Pacific Gas & Electric Co. and numerous federal and state resource agencies, and environmental interest
groups signed the settlement agreement. In March 2008, a final EIS was issued on the project. The agreement provides

for numerous environmental and recreational enhancements.

Expanding Hydropower Development. In FY 2007, the Commission authorized 11 MW of additional capacity at exist-
ing licensed hydroelectric projects and the number grew to 224.8 MW in FY 2008, a 20-fold increase. Since FY 2007,

FERC has experienced a moderate increase in interest in both conventional hydropower projects and hydrokinetic tech-
nology projects with over 10,000 MW of new hydropower proposals before the Commission. This trend is a result of
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high oil prices and market forces, growing interest in low emission, domestic and renewable energy sources, state re-
newable portfolio standard policies, and federal incentives consisting of tax credits, tax free bonds and direct subsidies.

In FY 2008 Commission staff developed licensing procedures for pilot projects tailored to meet
the needs of entities interested in testing new hydrokinetic technology, while minimizing the risk
of adverse environmental impacts. The goals of the pilot procedures are to: accommodate the rap-
idly expanding interest in hydrokinetic technologies; allow developers to test their new technolo-
gies; determine appropriate siting of these technologies; and confirm their environmental effects,

all while maintaining Commission oversight and input. The process allows the issuance of short- fr.om e
term licenses (five years) of small scale hydrokinetic projects (5 MW or less) in as few as six directly from
months to allow for project installation, connection with the electric grid, operation, and environ- the flow of

mental testing as soon as possible. Projects eligible to use this process are of limited size, are re-
movable or able to shut down on short notice, and are not located in waters with sensitive designa-
tions. The resulting license would be short-term and include rigorous environmental monitoring
and safeguards. The Commission expects three FTEs will be necessary in FY 2010 to work on
these new technology issues, consistent with FY 2008.

water in ocean
urrents, tides,
wa-

C)

Natural Gas Pipelines & Storage Projects. To meet the growing demand for natural gas, the Commission must con-
tinue to respond timely when companies propose to expand and construct needed natural gas pipelines and related fa-
cilities. The Commission has expedited the certification process through Commission staff’s active participation in the
pre-filing process. As with hydropower projects, the pre-filing process engages stakeholders in the identification and
resolution of concerns prior to a company filing a certificate application with the Commission. The Commission staff's
participation and initiative in these efforts allows for the filing of more complete certificate applications and enables
more efficient and expeditious certification determination by the Commission.

In FY 2010, the Commission anticipates reviewing at
least 12 natural gas storage project applications
which, if authorized, would have the potential to pro-
vide over 6 billion cubic feet (Bcf) of peak day deliv-
erability and 133 Bcf of storage capacity. The Com-
mission expects that the number of natural gas pipe-
line applications filed will remain constant and that
the rate by which applications are processed will re-
main steady. As a result, the Commission plans to
use approximately 33 FTEs in FY 2010 to process
natural gas pipeline and storage project applications
and pre-filing reviews, consistent with FY 2008 lev-
els.

In FY 2008, the Commission authorized 25 natural
gas pipeline projects resulting in 2,587 miles of additional pipeline. The Commission also authorized 14 storage pro-
jects resulting in 4 Bef of peak day deliverability and 124 Bcef of storage capacity. Approximately 33 FTEs were in-
volved in the pre-filing activities and environmental and engineering reviews that led to these Commission authoriza-
tions.

Alaska Natural Gas Pipeline Project. By FY 2010, the Commission expects to be fully engaged in the pre-filing re-
view” of a proposal(s) to construct and operate an Alaska natural gas pipeline, extending from the North Slope of
Alaska to the Alaska-Canada border. This initiative will involve up to seven weeks of on-site work in Alaska by ap-
proximately 5 FTEs. Based upon the projected decline in the lower United States production of natural gas and the

2. As part of the pre-filing process, FERC activities will include: familiarizing staff with the project area, attending the project spon-
sor's stakeholder outreach meetings, conducting Native Alaskan consultation, viewing the route and alternatives, meeting with fed-
eral and state agencies and stakeholders, holding NEPA scoping meetings, identifying data gaps, and evaluating the application for
completeness.

12
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potential reductions of natural gas imports from Canada, the Alaska Natural Gas Pipeline Project has the possibility of

providing eight percent of the total United States natural gas supply by 2030°.

LNG Facilities. The Commission’s LNG responsibilities include: analyzing the cryogenic design of proposed LNG
plants, reviewing site compliance with federal safety standards, coordinating with the US Coast Guard on waterway
suitability assessments, completing post-authorization final design review, reviewing design change requests, approv-

ing compliance with conditions, and conducting construction and op-
eration inspections (construction and operation inspection activities
will be addressed in Objective 1.B.2.).

In FY 2008, the Commission used approximately 12 FTEs supple-
mented by contractor support to assist four projects in the pre-filing
process and to review six applications for new import terminals and
one new-peak shaving facility. Based upon complicated global factors
including financing, gas supply and overall market conditions, the
Commission expects the number of applications filed for new terminals
will decline by FY 2010. The Commission will still require 12 FTEs
to review applications for new facilities, but the amount of contractor

Peak-shaving facility — Facilities at
which LNG is stored during peri-
s of low natural gas de-

resources needed to assist in reviewing applications will decline by about half, for an expected need of $324,000.

. See Table 14, Reference Case Tables, Annual Energy Outlook 2008, Energy Information Administration.
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Interconnection Queuing. New generating facilities must be able to
interconnect to the transmission grid and obtain transmission services in
a fair and timely manner. This can be a particular challenge for loca-
tion-constrained resources, such as wind and solar power. As the need
for new generating facilities continues to increase, the Commission con-
tinues to adapt its policies on interconnection and the queuing issues
associated with studying multiple interconnection requests. The Com-
mission has established standardized interconnection procedures and
agreements for connecting both large and small generators to the elec-
tric transmission grid. Additionally, the Commission has provided a
set of comprehensive queue management procedures in order to ensure
fair access to the grid. These policies will influence the Commission’s
first strategic goal by promoting infrastructure development and the
Commission’s second strategic goal by supporting competitive markets.

Developing Location
Constrained Resources

Location constrained resources such as wind
and solar power can generally site only in a
limited number of locations because of the
amount of space it takes to deploy the tech-
nology and the need to site this generation
technology where the solar and wind power/
fuels are most available. Often, these sites
are located far away from load centers where
the generation will be consumed. This will
necessitate potentially significant transmis-
sion investment.

Specifically, the Commission’s interconnection policy aims to: encour-
age investment in generation and transmission infrastructure; reduce opportunities for transmission owners to favor
affiliated generation; protect reliability; and ensure that rates are just and reasonable. To meet these goals and further
the Commission’s strategic plan, the Commission anticipates additional adjustments and refinements to interconnec-
tion policy will continue in this area through FY 2010.

In FYs 2008 and 2009, the Commission will be proactive in exploring how its electric interconnection policies may
need to be adapted or modified to address emerging issues. There are currently over 1,300 requests to connect genera-
tion facilities to the grid pending in various regions’ interconnection queues. Most of the increase in interconnection
requests for renewable resources comes from state renewable portfolio standards. However, experience has shown that
queues generally include a large number of requests for projects that are unlikely to be developed. This has clogged
the interconnection queues of regional grid operators, sometimes to the point of standstill. In December 2007, the
Commission held a technical conference on interconnection queuing practices. It learned, for example, that the Mid-
west Independent Transmission System Operator (Midwest ISO) would take until 2050 to complete processing of the
interconnection requests pending in its queue at that time--even after using techniques to expedite processing such as
semi-parallel processing and group studies/clustering for projects.

The Commission is helping RTOs and ISOs develop strategies for managing their queues so interconnection requests
for new generation can be addressed. In March 2008, the Commission directed RTOs and ISOs to file reports on the
status of their efforts to improve the processing of their interconnection queues. The Commission also provided guid-
ance to assist the RTOs, ISOs and their stakeholders in those efforts. These efforts have been resulting in requests to
the Commission in FY 2009 for variations from the current standardized interconnection procedures. For example, the
Commission approved requests by the California Independent System Operator (CAISO), Midwest ISO and Bonne-
ville Power Administration to implement measures to help manage large numbers of interconnection requests primarily
for renewable resources. These will continue in FY 2010. The Commission will also be monitoring interconnection
queue issues in regions of the country that do not have RTOs or ISOs to deter-
_ mine if reforms are necessary. In FY 2010, the Commission will rely on three
- to four FTEs to ensure that resources, including renewable resources, can be
 interconnected to the grid as efficiently as possible, helping to ensure ade-
. quate supplies of energy.

- Interoperability Standards. Also in FY 2010, the Commission will address
_ issues related to interoperability standards associated with the development of
emerging advanced technologies and a smart grid. Section 1305 of EISA di-

 rects NIST to coordinate the development of information management stan-

dards for interoperability of smart grid devices and systems. Once the Com-

. mission is satisfied that NIST’s work has led to sufficient consensus regarding

appropriate standards, the Commission is authorized to institute a rulemaking

to adopt those standards that may be necessary to ensure smart grid function-
ality and interoperability in interstate transmission of electric power, and re-

14
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gional and wholesale electricity markets. In FY 2010, the Commission will devote resources to tracking the develop
ment of this consensus and preparing to institute the EISA-required rulemaking. The Commission will also coordinate
with other federal organizations and state regulators on smart grid and demand response issues through its collabora
tive dialogue with the National Association of Regulatory Utility Commissioners (NARUC).

DOE, one of the federal organizations working on a Smart Grid Collaborative, has created the following table to sum-
marize seven characteristics of the vision of the smart grid and compares today’s grid with the emerging vision of the
smart grid.

Consumers are uninformed and

Enables active participation by S . Informed, involved, and active
non-participative with the power
consumers consumers
system
. Dominated by central generation Many distributed energy resources
Accommodates all generation and y L& .. . }:‘ - 4
. —many obstacles exist for distrib- | with “plug-and-play” conven-
storage options .
uted energy resources ience—focus on renewables
. Limited wholesale markets, not Mature, well-integrated wholesale
Enables new products, services . . o
well integrated—Tlimited opportu- | markets, growth of new electricity
and markets ..
nities for consumers markets for consumers
. . Power quality a priority with a
Provides power quality for the Focus on outages—slow response OWET quallty a pIioTity W

variety of quality/price options—

igital t lity 1 . . .
digital economy o power quality issues rapid resolution of issues

Greatly expanded data acquisition
of grid parameters—deeply inte-
grated with asset management
processes

Little integration of operational
data with asset management—
business process silos

Optimizes assets & operates effi-
ciently

Automatically detects and re-
sponds to problems—focus on pre-
vention, minimizing impact to cus-
tomer

Resilient to attack and natural dis-
asters with rapid restoration capa-
bilities

Responds to prevent further dam-
age—focus is on protecting assets
following fault

Anticipates and responds to sys-
tem disturbances (self-heals)

Operates resiliently against attack | Vulnerable to malicious acts of
and natural disaster terror and natural disasters

Demand Response. The Commission will dedicate resources in FY 2010 to work on
demand response issues as they relate to infrastructure and wholesale markets. Specifi-
cally, the Commission anticipates it will receive proposals related to reliability-based
demand response programs. Effective demand response can help meet many of the Com-
mission’s responsibilities and priorities, including enhancing reliability, reducing electric
price volatility, and mitigating generation market power.

Demand reduction activities occur principally during the summer when electricity de-
mand in most regions is highest. Demand reductions from these activities have proven
crucial to the reliable operation of electric markets during the record-setting peaks that
have occurred over the last several years. In FY 2010, states and individual utilities will \\\

continue taking actions to introduce more opportunities for demand response and price-
responsiveness.
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In FY 2010, the Commission will continue to monitor and act on distributed generation issues arising from proposals
that involve either renewable energy; onsite power, which can support demand response; or combined heat and power,
which can help address climate change concerns through increased energy efficiency. Anticipated actions will address
any regulatory barriers at the wholesale level that may impede the development of distributed generation.

In FYs 2009 and 2010, the Commission will also be working on the National Action Plan on Demand Response, which
is discussed further below. Chapter 2 describes how the Commission expects to encourage the use of demand response
in competitive energy markets as well as how independent energy market operators have been developing demand re-
sponse programs.

Electric Transmission Siting. The Commission has limited jurisdiction over the siting of electric transmission facili-
ties. The Commission’s jurisdiction is applicable when two conditions are met: 1) when the proposed facility is located
in the National Interest Electric Transmission Corridors, as designated by the Secretary of Energy, and 2) if the states
withhold approval for more than one year, do not have the authority to site transmission facilities, or cannot consider
interstate project benefits of facilities proposed to be constructed in a National Interest Electric Transmission Corridor.

The Commission will review each transmission siting application to ensure that it: is consistent with the public interest
and will protect or benefit consumers; will be used for transmission in interstate commerce; will significantly reduce
transmission congestion; is consistent with sound National energy policy and will enhance energy independence; and
will maximize the transmission capabilities of existing towers or structures to the extent reasonable and economical. The
Commission will further assess the transmission siting applications within the National Interest Electric Transmission
Corridors against any objections or alternative arguments from interested parties. The Commission will include in its
public interest review an analysis of the impact the proposed facilities (or their absence) will have on the reliability of the
bulk power system.

Pre-Filing Process. Before an application can be filed at FERC, a potential applicant must participate in a pre-filing
process. As part of the pre-filing process, an applicant is required to implement a Project Participation Plan that identi-
fies specific tools and actions to facilitate stakeholder communication and dissemination of public information to those
who are interested in the proposed transmission project. The work performed in the pre-filing process will form the ba-
sis for the application that is subsequently filed with the Commission. In May 2008, Southern California Edison re-
quested initiation of the first pre-filing proposal for a project in the Southwest National Interest Transmission Corridor.
The Commission granted this request and the company is currently developing its application.

Application Process. An application may be filed only after the Commission has determined that all necessary informa-
tion gathering is complete. After the application is filed, Commission staff will conduct a comprehensive project review,
including issuing a draft and final environmental document. All comments and recommendations from all affected enti-
ties and individuals will be compiled and carefully reviewed. Commission staff may conduct public meetings and techni-
cal conferences, as appropriate, to clarify project-related issues. After the issuance of a final environmental document,
the Commission will act on the request for a construction permit. The Commission must act within one year from the
date the application is filed with the Commission.

Proposed electric transmission siting projects will undoubtedly be contentious and complex. Based on current projec-
tions, the Commission expects that by FY 2010, staff may be processing up to five electric transmission siting applica-
tions, in either the pre-filing or application phases. The Commission increased its staff by six FTEs in FY 2007 to han-
dle these applications but anticipates needing additional contract expertise to assist in the development of the record
upon which Commission decisions will be based. Based on other contracted services, approximately $100,000 in con-
tractor assistance will be required for this effort.

1.A.2: ENCOURAGE INVESTMENT AND EFFECT TIMELY COST RECOVERY

The Commission’s second strategy to stimulate infrastructure development involves cost recovery for investors through
rates charged to the wholesale energy customer. To invest in electric transmission facilities and natural gas and oil pipe-
lines, investors need to know with sufficient certainty how and when they will have the opportunity to recover their
costs. The Commission therefore must establish and consistently apply policies that provide a fair opportunity for cost
recovery. Hand in hand with the cost recovery policies, FERC must ensure that the rates are just and reasonable and not
unduly discriminatory or preferential. The Commission ensures these approved rates are reviewable and transparent by
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administering, reviewing, and updating the Uniform System of Accounts and other reporting requirements.

To accomplish this, the Commission works with the electric, natural gas, and oil industries, state regulators, and custom-
ers to develop appropriate transmission pricing, cost allocation, and cost recovery policies that result in rates that are just
and reasonable and not unduly discriminatory or preferential. When assessing proposals, the Commission must consider
whether the cost allocation and cost recovery encourages potential investors to build needed infrastructure and fairly as-
signs costs among participants. The Commission must take into consideration those who cause such costs to be incurred
and those who will otherwise benefit from them.

National Interest Electric Transmission Corridor

Legend
r - Southwest Area National Corridor
B Critical Congestion Area

w— 345kV and Above Transmission Lines

Legend

=+ 20 Mid-Atlantic Area National Corridor
I Critical Cangestion Area
—— 345kV and Above Transmission Lines

e H C 1 T Lines

A large portion of the Commission’s resources will continue to be allocated to reviewing various types of rates filings.
In FY 2008 for work associated with the Energy Infrastructure strategic program, the Commission received 1,223 elec-
tric filings, 166 gas filings, and 563 oil filings. In addition, the Commission received 4,464 electric filings and 1,193 gas
rate filings which contained aspects from both the Energy Infrastructure and the Competitive Markets strategic pro-
grams. The Commission expects the workload to remain steady through FY 2010, requiring a similar level of FTEs.
The Commission requests a total of 157 FTEs to review the various rates filings associated with the Energy Infrastruc-
ture strategic Program.

Incentive Transmission Rates. The Commission allows for incentive rate treatment in some cases in order to encour-
age greater investment in the Nation's aging transmission infrastructure, to promote electric power reliability, and to
lower costs for consumers by reducing transmission congestion. Incentive rate treatments are applied to cost-based rates
and have included, for example, recovery of increased return on equity (ROE), accelerated recovery of depreciation, and
recovery of the cost of plant cancelled for reasons beyond the utility’s control.

For consideration of an incentive rate request, the Commission requires applicants to demonstrate that the new facilities
either will enhance reliability or reduce the cost of delivered power by reducing transmission congestion. Further, the
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Commission requires applicants to show a nexus between the incentive requested and the investment made. Finally, the
Commission must determine that the resulting rates, charges, terms and conditions from the incentives be just and rea-
sonable and not unduly discriminatory or preferential. The Commission expects requests for incentive rates to continue
through FY 2010 based on the continued need for increased investment in the interstate power grid to both ensure reli-
ability and support competitive wholesale power markets. In FY 2008, the Commission received and approved 15 re-
quests for incentive rate treatments for proposals to build over 5,356 miles of transmission lines at a total cost of ap-
proximately $22 billion.

Cost of Service Rates. In cost-of-service ratemaking, the Commission allows the opportunity to earn a fair profit, after
taxes, ascertained after taking into account a variety of factors, such as the risks of the business and the necessity of at-
tracting capital. The Commission determines the ROE necessary to
attract investors by using a proxy group to determine the return an Incentive Cost-Based Rates
investor could obtain from investments with similar risk-levels. The
basic regulatory premise that a utility must have the opportunity to
earn a comparable return refers to the after tax return to the investor,
regardless of the business’ form of ownership.

In Order No. 679, the Commission decided to
consider, on a case-by-case basis, incentives to
attract capital and provide cash flow, including:
overy in rate base of 100 per-

y incurred transmission-
work in progress

However, natural gas and oil pipeline firms are increasingly organ-
ized as Master Limited Partnerships (MLP). The Commission be-
lieves this trend will likely continue in the increasingly entrepreneu-
rial energy sector and affect the Commission’s rate making. There-
fore, the Commission’s cost-of-service ratemaking during FY 2010
for natural gas and oil pipelines will reflect the April 2008 policy
statement on the composition of the proxy group used to determine
the ROE under the Discounted Cash Flow (DCF) model. In the
April 2008 policy statement, the Commission concluded that MLPs
could be included in the proxy group used to determine the ROE the
pipeline will be allowed to collect for both oil and gas pipelines.
Under the first application of this policy, the Commission allowed
the Kern River Gas Transmission Company to include an MLP in
their proxy group, after several other firms in their proxy group were
found to be unrepresentative of the risk of Kern River’s investment. Utilizing this new proxy group, the Commission
determined that the previously determined ROE was too high and would cause unreasonable rates.

on costs instead of capi-

y of all prudently-incurred

sts in cases where construc-
tion o ilities may be abandoned or can-
celed due to circumstances beyond the con-
trol of the utility; and

e providing a rate of return on equity (ROE)
sufficient to attract new investment.

In FY 2008, the Commission received 15 requests to charge market based rates for natural gas storage. Based on the
Commission’s recent review of its policies and the situation in the natural gas market, it expects to receive an increase in
the number of such filings in FY 2010. The Commission’s rules provide that even where an applicant cannot demon-
strate a lack of market power, the Commission may grant authority to charge market-based rates for new natural gas stor-
age. In order to qualify for such market-based rate authority, the applicant must demonstrate that market-based rates are
in the public interest and necessary to encourage the construction of needed storage capacity and that customers are ade-
quately protected.

Cost Recovery. Also in FY 2010, the Commission will address cost-recovery issues including the extent to which costs
incurred by electric utilities, natural gas pipelines, and oil pipelines may be recovered from their ratepayers. One new
issue the Commission may have to address in FY 2010 is how public utilities should be permitted to recover the costs for
development of emerging technologies (such as smart grid) from ratepayers. For example, some of these new technolo-
gies may require shorter depreciation schedules.

Another issue affecting cost-recovery that the Commission may need to address in FY 2010 is the effect of the global
financial crisis. The crisis reached a pinnacle in September 2008, resulting in limited access to credit for power and
natural gas businesses. The Commission will need to take into consideration access to credit when determining ROE in
order to ensure that the resulting rates are just and reasonable. As of January 2009, credit issues in the gas industry were
beginning to dissipate. Conversely, stocks in the oil services and oil exploration and production sectors were valued
about 30% higher than they were at the beginning of the financial crisis. Although financial markets remain unstable
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and long-term effects on the energy sector are difficult to predict, the Commission will remain vigilant when reviewing
the regulated energy market practices related to settlement cycles, the number of days to post collateral, unsecured credit
policies, default allocation methodologies as well as credit risk management policies, processes and procedures.

Reporting Requirements. The Commission relies on approximately 10 FTEs each year to ensure compliance with its
Uniform System of Accounts and to oversee the collection of financial and transactional reporting requirements. The
Commission administers and updates the Uniform System of Accounts and financial statements to ensure they include
the information necessary for the Commission, public utilities customers, state commissions, and the public to determine
that rates are just and reasonable. The Commission’s reporting requirements are essential to the Commission and tie
each of the three strategic goals together. The reporting requirements provide transparency to FERC staff, state regula-
tors, and perhaps most importantly, the marketplace. The information is also used by the Commission staff to perform
audits and otherwise monitor and oversee compliance with Commission rules and regulations. These reporting require-
ments also form the basis for affected entities to file complaints with the Commission in the electric and natural gas in-
dustries.

In March 2008, the Commission issued a final rule
which enhanced the usefulness of the financial forms
filed by natural gas pipeline companies. In Order
No. 631, the Commission amended its regulations to
update the financial and reporting requirements under
its Uniform System of Accounts for natural gas pipe-
lines, public utilities, and oil pipelines to add new
accounts that would reflect the costs related to the
final retirement of certain assets, referred to as asset
retirement obligations (ARO). In FY 2008, the Com-
mission approved a settlement with Transcontinental
Gas Pipeline Corporation for a comprehensive
mechanism for the recovery of ARO costs through
rates that is transparent and reviewable. The inclu-
sion of an allowance in current rates for final retire-
ment costs provides the pipeline with increased cer-
tainty and creates more equitable rates by allocating
costs that fall at the end of the pipeline’s useful life to
the customers using the system throughout the pipe-
line’s life. This leads to reasonable rates for the customers and less risk for the pipeline and its investors. The Commis-
sion is currently working on a parallel effort to improve the usefulness of the financial forms for electric utilities.

The Commission also ensures compliance with Electric Quarterly Reports (EQR), a quarterly reporting requirement for
public utilities, including power marketers, that summarizes the contractual terms and conditions of jurisdictional ser-
vices. This information is made publicly available to provide transparency of market-based and cost-based power
sales. Each calendar quarter, over 1,100 companies file EQRs, which contain data on approximately 50,000 contracts
and 8 million transactions. Failure to file EQRs can result in revocation of market-based rate authority.

1. OBJECTIVE B: MAINTAIN A RELIABLE AND SAFE INFRASTRUCTURE

The Nation’s energy infrastructure must be reliable and safe in serving energy customers. The Commission is responsi-
ble for the safety of LNG and non-federal hydropower facilities. To address this authority, FERC primarily relies on
physical inspections of the facilities. The Commission is also charged with approving and overseeing mandatory and
enforceable electric Reliability Standards, with potential penalties for violations. One of the Commission’s primary
goals is to protect and improve the reliability and security of the Nation’s bulk-power system, based on enforcement of
the Reliability Standards by the Commission-certified ERO, and the eight Regional Entities, subject to Commission re-
view. The Regional Entities, using authority delegated by the ERO and approved by the Commission, oversee compli-
ance by the almost 1,800 users, owners, and operators of the Nation’s bulk-power system.
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1.B.1: ASSURE RELIABILITY OF INTERSTATE TRANSMISSION GRID

The electricity system of the United States is a complex network delivering
more than 800,000 MW of generating capability over more than 200,000 miles
of transmission lines.* Given the economy’s dependence on a reliable supply of
electricity, it is critical for the industry to have clear, mandatory, and enforce-
able Reliability Standards.

Regulation of the ERO and the adoption and enforcement of mandatory Reli-
ability Standards is a significant responsibility for the Commission. The over-
sight and audit of the ERO will be a growing source of work for the Commis-
sion through FY 2010. The issues confronted will be extremely complex and
time consuming, requiring extensive outreach and education. The Commission
estimates that 44 additional FTEs will be necessary to meet these needs.

As described more fully below, the Commission’s work to implement these re-
sponsibilities will focus on:

e overseeing the ERO’s development of Reliability Standards, including cy-
ber and physical security standards, reviewing the proposed standards for
either approval or remanding them to the ERO, and monitoring compliance
activities;

e overseeing and, at times, engaging in the enforcement of the Reliability
Standards; investigating instances of potential noncompliance with those
standards; reviewing proposed penalties and mitigation plans;

e monitoring and assessing the reliability of the bulk-power system and en-
gaging in the regional planning process; investigating system events and
near-misses; and

e participating in the processing of reliability-related cost recovery filings
through evaluation of their engineering aspects and potential impacts to the
bulk-power system.

In addition, the Commission will be exploring technical, reliability, and market
issues associated with integrating additional renewable generation into the
wholesale grid. The Commission has already hosted one technical conference
on this topic and anticipates holding additional conferences to further explore
and find ways to resolve issues that have been identified.

Reliability Standards. The Reliability Standards development process requires
the ERO to use an open and inclusive process that involves extensive negotia-
tion, consultation, and coordination among the electric market participants and
other stakeholders. Under some circumstances, Regional Entities may also de-
velop and propose regional Reliability Standards or regional modifications to a
national Reliability Standard.

In all such cases, the Commission must either accept, order modifications to, or

4. U.S. Government Accountability Office, Report to Congressional Requesters, Criti-
cal Infrastructure Protection: Multiple Efforts to Secure Control Systems Are Under
Way, but Challenges Remain (Sept. 2007), page 27.

5. The North American Electric Reliability Corporation (NERC) is the certified ERO.
However, the entity is still in transition from the North American Electric Reliability
Council to the North American Electric Reliability Corporation. Therefore, thus far, the
Council has been filing documents with the Commission on behalf of the Corporation.

as the ERO
mission. As the ERO, NERC is re-
sponsible for developing and propos-
ing, for the Commission’s review and
approval, mandatory electric Reliabil-
ity Standards. After approval, the
standards become mandatory and are
enforced by egional
Entities, su i
approva

The Commission approved delegation
agreements between NERC and each
of the eight Regional Entities. The
eight Regional Entities are: Texas Re-
gional Entity (TRE), a Division of
Electric Reliability Council of Texas,
Inc. (ERCOT); Florida Reliability Co-
ordinating Council (FRCC); Midwest
Reliability Organization (MRO);
Northeast Power Coordinating Coun-
cil: Cross Border Regional Entity, Inc.
(NPCC); Reliability First Corporation
(RFC); SERC Reliability Corporation
(SERC); Western Electricity Coordi-
nating Council (WECC), and South-
west Power Pool, Inc. (SPP).

Reliability Standards detail the re-
quirements for planning and operating
the bulk power system. In addition,
Reliability Standards also define the
reliability requirements for the cyber
and physical security of the bulk

proved by 1
section, to |
tion of t

cilities to
vide for t
Bulk-Power
not include
such facilities o \
transmission capacity or generation
capacity.” 16 U.S.C. 8240(a)(3). The
Reliability Standards will apply to
users, owners and operators of the
Bulk-Power System, as set forth in
each Reliability Standard.
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remand the standards proposed by the ERO. In addition to approving new Reliability Standards, the Commission also
receives requests for approval of interpretations of Reliability Standards and expects such requests to significantly in-
crease over the next few years. In some cases, these interpretation requests are as complex as modifications to or newly
proposed Reliability Standards.

For each Reliability Standard there are specified associated mandatory requirements that must be material to reliability,
measurable, support one or more of the stated reliability principles, and consistent with all of the stated reliability and
market interface principles. Each requirement identifies who is responsible and what action is to be performed or what
outcome is to be achieved. Each requirement of a Reliability Standard has Violation Severity Levels (VSL) and a Vio-
lation Risk Factor (VRF) assigned to it. The VRFs and VSLs, respectively, reflect the relative risk to the bulk-power
system associated with a violation of the requirement of a Reliability Standard and the severity of a single violation.
VSLs and VRFs are used by the ERO and the Regional Entities to determine proposed financial penalties for violating a
Reliability Standard.

On June 18, 2007, the Commission approved 83 Reliability Standards as mandatory and enforceable. These standards
included 739 requirements, or an average of nine requirements per Reliability Standard. There are approximately 3,000
VSL assignments and 739 VRFs associated with the reliability standard requirements. Each time a new or modified Re-
liability Standard or interpretation is filed, the associated requirements, VRFs and VSLs must also be reviewed by the
Commission.

Reliability Standards Development. The Commission estimates that in FYs 2009
and 2010, the ERO will make about three or four filings per quarter of new or modi-
fied Reliability Standards. The number of entities subject to reliability standards in-
creased from approximately 500 entities subject to the voluntary standards prior to
June 2007, to approximately 1,800 entities subject to the mandatory standards that
took effect in June 2007. Based on the increase in the number of entities subject to
Reliability Standards and an increased awareness of the Reliability Standards by those
entities, the Commission anticipates reviewing 24 to 32 interpretations, double the
number reviewed in FY's 2007 and 2008. The Commission also anticipates reviewing
three or four new or modified Regional Reliability Standards each quarter by the end
of FY 2010. Based on these expectations, the Commission estimates that review and
analysis will require a total of 18 FTEs. The Commission will require up to $1.25
million to procure contractor expertise to supplement this large undertaking.

Commission staff will also monitor and periodically attend standards drafting team
meetings. The Commission estimates that it will be engaged in approximately 25
ERO standards drafting teams as well as approximately 30 drafting teams for the Re-
gional Entities’ standards. The Commission estimates this will require a total of 12
FTEs, which includes an additional 6 FTEs requested in FY 2010.

The Commission will issue new rules and policy statements to enable the develop-
ment of Reliability Standards that will further improve and protect bulk-power system
reliability. The Commission estimates that in FY 2010 there will be two or three ma-
jor policy proceedings and six minor policy proceedings related to new or modified Reliability Standards which will re-
quire three FTEs, including two additional FTEs requested in FY 2010.

Reliability Standards Review. The Commission will oversee and assist the ERO’s efforts to periodically review ap-
proved Reliability Standards to determine if they are adequate to protect and improve bulk power system reliability.
Each Reliability Standard will be reviewed every five years to determine whether it can be improved and whether it is
still effective. Also, Commission staff will review recommendations from studies and investigations into system distur-
bances and event analyses to determine if approved Reliability Standards provide adequate reliability or if “gaps” exist in
the standards that need to be addressed. This activity began in FY 2008, will be expanded in FY 2009, and fully opera-
tional in FY 2010. The Commission anticipates that two additional FTEs will be required to establish and conduct a full
time program of monitoring reliability performance of the Reliability Standards.

21

HINLONALSVIAIN] ADYINH - ANO ¥dLdVHD



CHAPTER ONE - ENERGY INFRASTRUCTURE

FEDERAL ENERGY REGULATORY COMMISSION

The Commission will also oversee the ERO’s development of performance metrics® that will measure the adequacy of
approved Reliability Standards as well as the level and trends of reliability performance of the users, owners, and opera-
tors of the bulk-power system. The Commission’s involvement in the metrics working group meetings will ensure that
metrics will improve the reliability of the bulk-power system and meet specific Commission directives and established
reliability objectives. The Commission may also conduct independent analyses and studies of existing or proposed met-
rics as well as propose new metrics which it feels are necessary. The Commission anticipates that in FY's 2009 and
2010, the effort to produce appropriate metrics will require a total of three FTEs, including two additional requested
FTEs in FY 2010.

Compliance with Reliability Standards. The Commission will ensure compliance through the oversight of the ERO
and Regional Entities. This is typically expected to be accomplished by reviewing the ERO’s proposed Notices of Pen-
alty and mitigation plans related to violations of Reliability Standards. In addition, the Commission will occasionally
perform independent audits as well as participate in ERO and Regional Entity audits and investigations of users, owners
and operators of the bulk power system.

In FY 2010, the Commission intends to expand the compliance and oversight processes by furthering its staffing efforts
in this area. The Commission’s goal is to provide the appropriate regulatory review of the ERO’s and Regional Entities’
independent analysis of incidents. The Commission will monitor the establishment of the ERO/Regional Entities’ com-
pliance program, including data management, auditing schedules, processes for reporting alleged violations, processes
for prosecuting and settling alleged violations and setting appropriate penalties; selective participation in audits of the
Regional Entities by the ERO; and review of the ERO performance reports.

Investigations, Audits, and Notices of Penalty. The Commission will review, participate in and/or conduct investigations
of significant blackouts, system disturbances, and other incidents involving transmission or generation facilities on the
bulk power system. These investigations require a detailed engineering analysis of each event to determine exactly what
happened and whether any Reliability Standards were implicated. The United States is currently experiencing approxi-
mately one such incident per month. For each incident that the Commission participates in with the ERO or Regional
Entity teams, two Commission staff are required for typically a one year period. The Commission expects to participate
in one new event analysis or investigation commencing every one to two months. In FY 2008, two events were suffi-
ciently serious to require the Commission to formally join the investigation under Part 1b of the Commission’s regula-
tions (18 C.F.R. Part 1b (2007)). One of these events is the investigation currently being conducted by NERC regarding
the Florida blackout on February 26, 2008. The Commission officially joined in this non-public investigation on March
19, 2008. The heightened leadership responsibilities and involvement required a significantly increased time commit-
ment. The Commission anticipates, based on historical experience, that seven events analyses and one investigation will
commence during FY 2010 requiring a total of 14 FTEs, which includes a requested eight additional FTEs in FY 2010.

The Commission will also monitor and review ERO and Regional Entity oversight of the users, owners, and operators
for compliance with the mandatory Reliability Standards. This will occur primarily through: selected participation in
general compliance audits as a means of overseeing the Regional Entities’ approach to auditing for compliance with the
Reliability Standards; spot check audits; participation in audits of the Regional Entities by the ERO; and review of the
ERO’s three-year performance assessment.

In FYs 2009 and 2010, the Commission will participate with the ERO and Regional Entities in at least eight general
compliance audits. In addition, the Commission plans to validate two or three ERO/Regional Entities’ audits per year as
a means of ensuring that their compliance findings are consistent with what the Commission would find.

Spot audits, which have a narrow focus, will be performed on potential areas of non-compliance or observed reliability
concerns as identified in the general compliance audits, investigations, or event analyses. Over a three-year cycle, the
ERO must audit each of the eight Regional Entities for performance under the Compliance Monitoring and Enforcement
Plan and each Regional Entity’s associated delegation agreement. The ERO will initiate two such audits in late FY 2008
and will conduct three per year thereafter. The Commission will participate in these audits.

In addition, three years after it is certified as the ERO, the ERO must file a comprehensive assessment with the Commis-

6. The ability to measure reliability performance of the users, owners and operators of the bulk power system is essential to the core
mission of determining whether or not the approved set of reliability standards adequately ensures a reliable bulk power system.
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sion demonstrating that it satisfies on an ongoing basis the statutory criteria to qualify as an ERO. This filing, which will
include a review of its standards development processes, enforcement effectiveness and consistency, and delegation of
its responsibilities to the Regional Entities, is due in the fourth quarter of FY 2009 for action in FY 2010.

The Commission anticipates that performance of the above compliance and oversight functions will require eight FTEs,
which includes one additional FTE in FY 2010.

The culmination of the Regional Entities and ERO’s compliance efforts, whether through self-reports of violations, au-
dits, investigations, or complaints, is a Notice of Penalty (NOP) filing before the Commission. The NOP filing includes
the full case for a violation of one or more Reliability Standards and a proposed penalty.

The Commission will review these NOPs to determine whether to (a) accept the proposed penalty or (b) undertake re-
view of the penalty and then (i) overturn the finding of violation and/or modify the penalty, (ii) remand it to the ERO or
RE, or (iii) accept the proposed penalty. Of the numerous NOPs, the Commission anticipates a small portion will require
additional proceedings, such as a hearing at the Commission. This aspect of the Commission’s program is just getting
underway in FY 2008.

In FY 2010, the Commission anticipates receiving approximately 100 NOPs per month based on the numbers of alleged
violations (precursors to NOPs) that Regional Entities received in FY 2008. NERC has disclosed publicly that as of De-
cember 31, 2008, the Regional Entities received reports of 1,707 alleged violations of mandatory, enforceable Reliability
Standards, which have not been dismissed or concluded through the filing with the Commission of a Notice of Penalty.
The Commission’s statutory requirement to examine the record for each NOP against the Reliability Standard, plus addi-
tional proceedings for a portion of the NOPs each month, will require approximately six FTEs in FY 2010.

If a user, owner or operator is found to have violated a Reliability Standard, it is required to submit a mitigation plan for
each violation which must detail the nature of the violation and the steps, including milestones if necessary, and a com-
pletion date, that the entity will take to resolve the violation. The entity must also explain how it will mitigate the effects
of the violation while the entity is out of compliance and prevent future occurrences of the same violation.

The Commission anticipates that monitoring, reviewing, and ruling on mitigation plans will require a total of five FTEs
which includes one additional requested FTE in FY 2010. NERC has publicly disclosed that, beginning in late FY 2007
and continuing into FY 2008, Regional Entities received reports, which were not later dismissed, of about 3,600 viola-
tions of voluntary reliability standards. Because many of these violations would, if not mitigated, continue after June 18,
2007 (the date the Reliability Standards became mandatory and enforceable in the United States), Regional Entities have
received mitigation plans for a substantial portion of these violations of voluntary standards. Regional Entities have also
received mitigation plans covering many of the 1,516 alleged violations of enforceable standards reported after June 18,
2007.

Registry Appeals. The ERO and Regional Entities quickly registered almost 1,800 U.S. entities as users, owners, and
operators of the bulk-power system. Entities are registered for the functions they perform (e.g., transmission owner or
operator, generator, load-serving entity, balancing authority). Occasionally, an entity will object to registration within a
category and will appeal that registration to the Regional Entity, ERO, and then the Commission.

The Commission anticipates that as the Reliability Standards are improved and new entities are identified for registra-
tion, the number of registry appeals may increase through FY 2010. The Commission expects approximately five regis-
try appeals per year. Based on current estimates, the Commission will need a total of five FTEs to review registry ap-
peals, including one additional requested FTE in FY 2010. The Commission ruled on nine registry appeals through the
first half of FY 2008 (seven of which were received in FY 2007). These registry appeals involved disputes concerning a
lack of clarity of which entity among two or more were legally responsible for performing a reliability function; whether
the entity met the criteria for registration; and a dispute over whether the Reliability Standards were intended to apply to
certain types of facilities.
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Cyber and Physical Security. The Commission’s efforts to address and improve cyber and physical security and infor-
mation exchange within the electric industry fall into two major categories. The first is security of the Nation’s bulk-
power system which includes both physical and cyber security. The second major category involves all activities neces-
sary to establish and regulate the organizations involved in implementing section 215 of the FPA.

Cyber Standards. The Commission reviewed the ERO’s
proposal to establish the first mandatory cyber security Re-
liability Standards, or CIP standards. Based on this review,
the Commission approved eight CIP standards containing
over 160 security-related requirements which address is-
sues such as critical cyber asset identification, security
management controls, physical security of critical cyber
assets, and recovery plans for critical cyber assets. Al-
though the eight CIP standards became effective in FY
2008, the Commission directed that those CIP standards be
modified to address shortcomings identified by the Com-
mission. The ERO is currently making the directed modifi-
cations through its standards development process. The
Commission’s staff is offering guidance to that effort which
is expected to result in three separate Standards filings with
the Commission. The first is expected in the summer of FY
2009 and the other two are expected in FY 2010.

Much of the Commission’s efforts in security during FY
2010 will be focused on the CIP standards. The Commis-

Under section 215 of the FPA, the Commission’s
primary goal is to protect and improve the reliability
of the bulk power system. The Commission has
jurisdiction over the certified ERO, any Regional
Entities, and all users, owners and operators of the
bulk power system in the United States excluding
Alaska and Hawaii, including but not limited to the
public and governmental entities described in sec-
tion 201(f) of the FPA. The Commission was au-
thorized to certify an ERO that is responsible for
developing electric reliability standards and filing
the proposed standards with the Commission for its
review. The Commission can either remand or ap-
prove the standards. Only after the Commission
approves the proposed standards will they be man-
datory and enforceable. In addition, section 215
requires the ERO to conduct periodic assessments of
the reliability and adequacy of the North American
Bulk-Power System.

sion has just started its involvement in the ERO process to revise the CIP standards to comply with the Commission di-

rectives.

In addition, during FY's 2009 and 2010, the Commission will be reviewing approximately 160 VRFs and 640 VSLs for
the CIP standards. Further, during FY 2010, the Commission anticipates reviewing the modified versions of the eight
CIP standards as directed by the Commission. Also, the Commission expects to participate in and monitor the develop-
ment of four new Reliability Standards to address both cyber and physical security issues. Finally, the Commission an-
ticipates 20 to 30 requests for interpretation by entities arguing either that they meet the CIP standards or that the CIP
standards do not apply to them. The Commission anticipates designating five FTEs to the modification and interpreta-
tion of the eight current CIP standards and the development of four new CIP standards.

Also during FY 2010, the Commission will oversee and participate in monitoring compliance with the eight approved
CIP standards. The Commission’s regulatory oversight helps to ensure that the responsible entities are complying with
the requirements in those standards, thereby improving the security of the bulk-power system.

In FY 2010, the Commission expects to participate in 18 compliance audits addressing the CIP standards which will re-
quire seven FTEs. Among the items that are planned for review is how each Regional Entity is using self-certification as
a compliance monitoring tool, how each registered entity has determined critical cyber assets, and which exceptions
from CIP standard requirements have been claimed by the responsible entities. The Commission estimates hundreds of
such exceptions will be claimed in FY 2010 based upon comments received.

Another major effort regarding cyber security will be reviewing mitigation plans and proposed penalties for violations of
the CIP standards. The Commission expects that this will require a significant commitment of resources since over
1,000 entities in the United States will be required to meet mandatory CIP standards for the first time. The Commission
anticipates eight FTEs will be designated to review mitigation plans and proposed penalties for violations.

The Commission anticipates the development, compliance, and enforcement of cyber standards will require a total of 20
FTEs in FY 2010 which includes eight additional FTEs. In addition to the requested FTEs, in some instances, it may
also be necessary for the Commission to acquire up to $500,000 in contract expertise to complete this work.
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Administrative Oversight of the ERO and Regional Entities. The Commission will review and rule on the annual
business plans and budgets for the ERO and the eight Regional Entities. For the 2008 budgets, the Commission com-
pleted its review and approved more than $82.5 million in budget expenditures for these nine organizations, as well as
the methods by which the funds would be allocated and billed to end users of the electric system.

In FY 2010, the Commission also plans to review the delegation agreements between the ERO and each Regional Entity,
as well as any amendments to them. The delegation agreements define the terms under which the Regional Entities will
develop and enforce the Reliability Standards, duties delegated to them by the ERO. In addition, the Commission will
review the rules and procedures of these nine organizations as well as any revisions to them. The focus of these reviews
is whether the rules and procedures allow the organization to carry out its delegated activities in a manner that will
achieve the intent of section 215 of the FPA. The Commission anticipates that these activities will require five FTEs.

Monitoring the Bulk-Power System. The second effort involves assessing the short-term and long-term reliability and
participating in NERC’s and the Regional Entities’ adequacy planning of the bulk-power system. In FY 2010, the Com-
mission will engage in the regional planning process and proactively monitor the ERO’s short-term and long-term reli-
ability and adequacy assessments of the bulk-power system, compile reports on the forecasted peak of the bulk-power
system from information gathered from the ERO, Regional Entities, and other regis-
tered entities, participate in ERO Readiness Evaluations, and evaluate system events
including disturbances and near-misses.

ity Monitoring
arious services,
nd applications
tem monitor-
1s of the Bulk-

Also, in order to stay on top of emerging issues which impact the reliability and ade-
quacy of the bulk-power system, the Commission will consider the impact of pend-

ing and new legislation, on such topics as climate change, renewable portfolio stan-
dards, and smart grid technologies. The Commission also will review new technol-
ogy initiatives related to the smart grid and will coordinate as appropriate with other
agencies such as DOE, NIST, and others. The Commission anticipates that partici-
pating in NERC’s and the Regional Entities’ regional planning process of the bulk-
power system will require a total of 21 FTEs including six additional FTEs requested

. In addition,
information is obtained from a
variety of sources including:
the California ISO, ERCOT,
Tennessee Valley Authority (TVA),
and PJM Interconnection

in FY 2010. (PIM); the ERO; and the Re-

gional Entities; Department of

The importance of the reliability of the bulk power system cannot be overstated. As
such, it is understandable that reliability is another area that demonstrates the interconnected aspects of the Commis-
sion’s strategic goals and objectives. Reliability concerns must be addressed as part of the Commission’s efforts to en-
courage infrastructure investment, review rates and cost recovery policies, as well as review competitive market opera-
tions and designs. As part of the Commission’s review of electric rate, tariff and market rule filings, it will identify those
with potential reliability implications. Those filings will be further evaluated using various engineering methodologies
to identify any potential impacts on the bulk-power system and to recommend appropriate resolution of the identified
issues. In addition, the Commission will perform analysis related to power flow, loop flow, and transmission congestion
studies in cases of first impression or complaints filed with the Commission. The Commission anticipates that it will
require a total of 12 FTEs to perform the necessary technical and policy analysis.

The Commission will also ensure that all reli-
ability-related cost recovery filings are evalu-
ated for their engineering aspects’ and poten-
tial impacts on the bulk-power system by per-
forming various engineering studies. Based
on previous years’ workloads, the Commis-

The 24/7 Emergency Me around the clock by
Commission staff, and allows the ERO, Regional Entities, and individ-
ual entities to alert the Commission to any actual or developing potential
emergency situations which have or may cause a major interruption or
impact to the Bulk P .

e

sion expects to review over 200 reliability-related cost recovery filings in FY 2010. In FY 2008, the Commission re-
viewed approximately 50 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. In addition, Order No. 890-A directed additional requirements with respect to

7. The engineering issues examined include but are not limited to: (1) Available Transmission Capacity; (2) simultaneous import
limits; (3) reactive power needs; (4) generator interconnections and wind interconnection issues; (5) transmission incentives; (6) re-
gional reserve requirements; (7) various characteristics and performance criteria of generators such as ramping, derating and outages;
(8) dynamic scheduling, eTag and OASIS matters; and (9) Reliability Must Run agreements.
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available transmission capacity calculations and directed utilities to amend their open access transmission tariffs to sat-
isfy these requirements. The Commission also expects to act on approximately 85 compliance filings in FY 2010. The
Commission anticipates that it will require a total of 11 FTEs to perform the necessary technical analysis to complete
over 200 reliability-related cost recovery filings.

The Commission also reviews each application for market-based rate authority and re-examines each applicant’s current
market-based rate authority once every three years. The Commission estimates that it will review 33 triennial filings in

FY 2010. Part of this review is an engineering analysis of the amount of power that can be imported to a market region.
The Commission anticipates that these engineering analyses will require a total of seven FTEs in FY 2010.

Outreach and Innovative Approaches. The Commission continues to communicate and collaborate with DOE, the
Department of Homeland Security, the Department of Defense, the Nuclear Regulatory Commission (NRC), NIST, NA-
RUC, the ERO, Regional Entities and stakeholder groups, among others. The Commission will encourage and imple-
ment innovative approaches to system security and reliability that will improve the ability of the transmission grid to
withstand and recover from a cyber attack. The Commission anticipates the outreach and innovative approaches will
require a total of nine FTEs in FY 2010 which includes a requested seven additional FTEs.

1.B.2: PROTECT SAFETY AT LNG AND HYDROPOWER FACILITIES

The Commission is responsible for the safety of LNG and non-federal hydropower facilities throughout the entire life
cycle of a project: design review, construction and operation. Approximately 145 FTEs carry out the components of the
Commission’s safety related programs, supplemented by more than $1.2 million of contractor support.

LNG Facilities. Public safety is among the Commission’s highest priorities when it comes to regulating LNG terminals.
The Commission’s LNG program ensures the safety and reliability of proposed and operating LNG terminals in the
United States through a comprehensive review process that includes working very closely with the US Coast Guard,
DOT, the states, and local governments. This program ensures that approved LNG terminals and associated LNG vessel
traffic meet safety and environmental requirements during construction and operation. FERC can also impose safety
requirements to ensure or enhance operational reliability of the LNG terminals.

Inspections. The Commission is responsible for inspecting LNG facilities during construction and subsequent operation
to ensure compliance with the safety and reliability requirements put into place by the Commission. While facilities are
under construction, Commission engineers conduct inspections approximately every eight weeks. Jurisdictional peak-
shaving plants are inspected once every other year and LNG terminals are inspected once each year. By FY 2010, the
number of operational inspections will increase to approximately 16 as a result of four new import terminals and one
peak-shaving plant commencing service bringing the total number of import terminals and peak-shaving facilities in op-
eration to nine and thirteen respectively. The number of construction/pre-operational inspections that may occur in FY
2010 will ultimately be determined by market conditions, as well as the number of facilities approved by the Commis-
sion in the next eighteen months. Based upon the number of projects “on the horizon,”® and the number of facilities al-
ready in operation, the Commission expects to require approximately the same number of FTEs conducting LNG-related
inspections and expects to spend approximately $154,000 for the use of contractor resources to aid Commission staff in
four operation inspections. In FY 2008, the Commission used approximately six FTEs conducting LNG related inspec-
tions. Sixty-three construction/pre-operational inspections were conducted for five new terminals and four terminal ex-
pansions and 12 operation inspections were conducted for six peak-shaving facilities and six terminals.

Dam Safety. Ensuring that the dams under the Commission’s jurisdiction are safe is achieved through the administra-
tion and execution of the Commission’s dynamic dam safety program. The dam safety program adjusts to assimilate ad-
vances in technology as well as new technical challenges presented by the aging National water resources infrastructure.
Approximately 130 FTEs are responsible for carrying out the elements of this program and will be sufficient to continue
this critical function in FY 2010.

8. “On the horizon” projects are those being discussed by the Industry, but have not been formally proposed to the Commission.
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Program Elements:

Inspections. Inspections help verify the structural integrity of dams and compliance with license requirements, and
identify subsequent necessary investigations, remedial modifications, or required maintenance. Inspections of all types
are the backbone of the Commission’s dam safety program and represent the single most effective tool for detecting
and preventing potential structural failures that otherwise could be catastrophic. In FY 2010, the Commission expects
to conduct approximately 1,900 inspections with Commission resources, supplemented with $250,000 in contractor
support. These levels are consistent with FY 2008 activities, as depicted in the chart below.

FY 2008 Dam Safety Inspections
Number of Inspections by Type

Pre-license, 7

Construction, 154

Exemption, 258

Dam Safety,
1360

The Commission also requires inspections by independent consultants every five years on dams that have high or sig-
nificant hazard potential ratings. These inspections, paid for by the licensee, include a complete engineering assess-
ment and inspection of the project works, and include a detailed review of the project design. Each independent con-
sultant must be preapproved by the Commission to ensure they are qualified and to maintain strict quality control.
Subsequently, all independent consultant inspection reports are thoroughly reviewed and evaluated by the Commission
to determine whether additional studies are required or if remedial measures are necessary. In FY 2008, over 200 in-
dependent consultant report reviews were completed to make certain the structural integrity of the jurisdictional dams
is maintained or improved as appropriate. The Commission expects the number of independent consultant inspection
report reviews to remain steady through FY 2010.

The frequency of dam inspections as determined by its
Hazard Potential Classification

. Probable; one or
High more expected Annually
Significant None Expected Annually
Low None Expected Every 3 years
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Other Program Elements. In addition to conducting inspections, the Commission:

e Publishes Engineering Guidelines: The Engineering Guidelines for the Evaluation of Hydropower Projects provide
guidance that includes the procedures and criteria for the engineering review and analysis of hydropower projects, of
licensee- or consultant-conducted studies.

e Requires Emergency Action Plans (EAP): The EAP program requires the coordination and cooperation of dam own-
ers with state and local emergency preparedness agencies and the Commission, and covers the development, mainte-
nance, and periodic testing of project-specific EAPs. Satisfactory EAPs are in place at 99 percent of the Commis-
sion dams required to have them — a percentage extraordinarily beyond the 53 percent of state-regulated, high hazard
potential dams.

¢ Implements Performance Monitoring Program: The program uses appropriate instrumentation to detect and measure
physical changes in the structure before dam safety problems develop; provides methods to better identify and solve
dam safety issues; and has improved coordination, abilities, and trust among all stakeholders.

In FY 2008, the Commission procured contractor resources to assist
the Commission in further developing its dam security and risk as-
sessment programs. These services helped equip the Commission to
) quickly adjust to changing needs. In FY 2010, the Commission ex-
pects to continue to require these services at a cost of approximately
*$75,000. Additionally, the Commission continually requires supple-
mental staff expertise in geotechnical and seismic analysis. Based
on past use of the contractor support, the Commission expects these
efforts will require approximately $350,000 in FY 2010.

1.B.3: INCORPORATE ENVIRONMENTAL CONSIDERATIONS INTO COMMISSION DECISIONS

Natural gas and hydropower projects have environmental impacts that can be mitigated with appropriate measures. The
Commission is committed to satisfying environmental concerns through cost-effective mitigation of environmental im-
pacts, while also seeking to avoid construction delays.

Hydropower Compliance. Hydropower licenses issued by the Commission include terms and conditions that are de-
signed to protect, mitigate, and enhance the environmental resources of project areas. These terms and conditions ad-
dress such things as water quality, land use, wildlife, water supply, flood control, endangered species, recreation, cultural
and fish habitat and passage.

Environmental Compliance. As specified by the issued license, licensees are required
to implement specific environmental and operational measures, generally after filing
detailed plans, proposals and reports regarding the implementation of the measures. In
addition, licensees proposing to undertake certain activities not already authorized by
the project license must file amendment applications. When changing conditions make

As a result of recent de-
velopments affecting re-
gional and National water
resources including long
term droughts in the

meeting their license requirements impossible, licensees also must file for a modifica-
tion or waiver of their license requirement.

Commission staff process these filings, prepare environmental assessments and engi-
neering reports as necessary for reviewing license amendments, and work collabora-
tively with the licensees and other stakeholders to ensure timely review for adequacy
and on-site implementation. Since FY 2005, approximately 68 licenses were issued
which have already resulted in a significant increase in compliance related filings. The
Commission expects the number of filings to remain steady in FY 2010, requiring ap-
proximately 30 FTEs and contractor support to assist Commission staff prepare: three
Headwater Benefits studies, at $165,000 each; portions of 15 EAs relating to additional
capacity and land/marina use amendment applications, at $30,000 each, and one EIS at
$250,000 for a total of $1,195,000. These estimates are based on FY 2008 costs and
resource usage.

Southeast and the South-
west, and extended flood-
ing in the Northwest and
the Midwest, there have
been an increasing num-
ber of requests for mini-
mum flow variances and
deviations. These vari-
ance requests, as well as
other issues involving en-
vironmental concerns, are
expected to continue to
increase.
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e country are seeing continuing changes in
demograp water recreation, increased developmental pressures
including bulldlng lake front properties with associated docks and marinas, and the de-
sire of people to have their primary homes along the 55,000 miles of shoreline that are
associated w1th the Comrmssmn s licensed projects. Along with this interest comes in-
creasmg p ‘ ¢ Comm1ssmn s post-licensing process of reviewing
s, and shoreline development applications.

Compliance Inspections. The Commission’s environmental inspection program, through on-site visits, evaluates and
assesses implementation and compliance with the environmental and public use requirements of licenses to ensure pro-
tection and enhancement of resources at each project. On these inspections, staff identifies common problem areas and
proactively prevents them, enforces the terms and conditions of each license, and assists the licensees with staying in
compliance. In FY 2010, the Commission projects conducting approximately 125 environmental inspections requiring
four FTEs and approximately $275,000 of contractor support to supplement Commission staff in these inspections.
These projections are in line with actual FY 2008 work.

Natural Gas Pipeline and Storage Facility Compliance. The Commission includes environmental protection, mitiga-
tion, and enhancement measures in certificates and authorizations for natural gas pipelines and storage facilities.

Industry Training Seminars. The Commission regularly hosts industry training seminars which provide guidance and
insight on compliance related matters. These sessions, geared towards state, local and federal agency officials, natural
gas pipeline companies, and consulting firm staff, provide an opportunity for open dialogue between FERC and these
stakeholders. These sessions provide information on the filing requirements for environmental reports, reporting re-
quirements for blanket certificate projects, new regulations, overview of the Commission’s Wetland and Waterbody
Construction and Mitigation Procedures and more. In FY 2010, the Commission proposes to conduct three seminars.
The use of contractor support will be required for the planning and implementation of these sessions for a total cost of
$120,000. These heavily attended seminars are instrumental to the understanding and successful adherence to the Com-
mission-issued certificates and authorizations.

Third Party Compliance Monitoring.
The Commission has seen a steady
increase in the number of certificate
holders seeking to engage in third-| 5(_ 17
party compliance monitoring as a way
of achieving a higher level of compli-| 151
ance with Commission regulations and|
certificate conditions. By establishing

Number of Projects Using Third Party Contractors

. . 1
a full-time on-site presence, the com- 54
pliance monitoring program not only 0
provides natural gas companies with a FY 2005 FY 2006 FY 2007 FY 2008

mechanism for “reminding” the con-
struction work force of the importance
of environmental compliance, but also provides the Commission with immediate access to detailed information on field
conditions via the “eyes and ears” of the compliance monitors. Access to real-time information enables both the natural
gas industry and the Commission to respond more quickly to the many issues that arise during construction.

The Commission has seen a steady increase in the number of certificate holders seeking to engage in third-party compli-
ance monitoring as a way of achieving a higher level of compliance with Commission regulations and certificate condi-
tions. By establishing a full-time on-site presence, the compliance monitoring program not only provides natural gas
companies with a mechanism for “reminding” the construction workforce of the importance of environmental compli-
ance, but also provides the Commission with immediate access to detailed information on field conditions via the “eyes
and ears” of the compliance monitors. Access to real-time information enables both the natural gas industry and the
Commission to respond more quickly to the many issues that arise during construction.
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Compliance Inspections. During construction of the natural gas facilities, the Commission performs inspections at least
once every 28 days to ensure adherence to the prescribed environmental measures. In FY 2008, the Commission con-
ducted 941 pipeline facility compliance inspections. The Commission spent approximately two FTEs conducting five
percent of these inspections and the remaining 95 percent were completed by contractor support. The Commission ex-
pects to maintain the same pace of pipeline project review and associated compliance inspections activities in FY 2010.
The Commission will require approximately two FTEs to conduct these inspections and will continue to rely on con-
tracted resources, estimated at $625,000, to ensure these inspections occur in a timely manner.
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GOAL 2: COMPETITIVE MARKETS
SUPPORT COMPETITIVE MARKETS

% (+/-
FY 2010
Funding $ 28,964 | $ 34,907 | $ 36,442 4.40%
Develop Rules $ 19,095 | $ 24,603 | $ 25,677 4.40%
Program 15,707 20,331 21,381 5.20%
Support 3,389 4,272 4,296 0.60%
Prevent Market Power $ 9,869 | $ 10,304 | $ 10,765 4.50%
Program 8,115 8,519 8,968 5.30%
Support 1,754 1,784 1,796 0.70%
FTEs 158 194 194 0.20%
Develop Rules 104 137 137 0.10%
Program 85 112 113 0.90%
Support 19 25 23 -7.70%
Prevent Market Power 54 57 57 0.30%
Program 44 47 47 1.00%
Support 10 10 11 6.80%

Note: Numbers in tables may not add due to rounding

The central charge of the Commission under the NGA and FPA is to protect customers by ensuring that wholesale
rates are just and reasonable and not unduly discriminatory or preferential. The Commission accomplishes this by rely-
ing on the best possible mixture of competition and regulation. Reliance on competition does not mean deregulation. To
the contrary, the Commission expends significant resources promulgating rules and regulations that govern behavior of
sellers participating in competitive markets. Competitive forces have the effect of lowering wholesale prices to the bene-
fit of consumers and businesses.

In FY 2010, the Commission will encourage the further development of competitive wholesale markets. The Commis-
sion will pay particular attention to removing barriers to participation in wholesale markets by a wide variety of energy
resources, will evaluate the impact of market rules on investment decisions, and will eliminate barriers to increase trade
among markets and regions. The Commission will also work to ensure compliance with statutory and regulatory re-
quirements by promulgating clear rules and monitoring compliance with those rules. The Commission will grant sellers
the opportunity to sell at market-based or negotiated rates and companies the ability to merge only where it is assured
that market power issues have been adequately addressed.

The Commission anticipates that the number of filings received in the area of competitive markets will remain relatively
steady but the complexity of the cases will grow, requiring expansion of the knowledge base and skills of its workforce.
In particular, areas such as demand response, resource adequacy, and renewable energy (and the transmission needed to
interconnect renewable resources that may be location-constrained) are expected to be of significant and growing interest
as the Nation finds ways to meet growing demand in a carbon-constrained environment.
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2. OBJECTIVE A: DEVELOP RULES THAT ENCOURAGE FAIR AND COMPETITIVE MARKETS

In FY 2010, the Commission will strive to develop clear rules and policies that improve the operation of competitive
energy markets and provide certainty to providers of service and to customers. The execution of effective policies in the
Commission’s second strategic goal will advance the first strategic goal by increasing investment which should have the
effect of ensuring reliable service to customers and efficient prices. Further, ensuring the development of clear and well-
defined rules supports the Commission’s third strategic goal, Enforcement, by removing the potential for ambiguity in
interpretation and the potential for manipulation of those rules, both of which erode customer and investor confidence.

The Commission will build on the successes already achieved in energy markets, such as the effects of its FY 2007 open
access tariff reforms, revised market-based rates policy, and implementation of its transmission incentives policy. It will
also incorporate lessons learned from across organized energy markets, borrowing on concepts that have been developed
and tested in certain regions (e.g., resource adequacy and interconnection queue reform) to provide guidance to other
regions. The Commission will engage industry and other stakeholders, not only through its orders, but also through ge-
neric proceedings, technical conferences, as well as white papers to inform and educate the Commission’s staff, and the
public about these evolving policy issues.

2.A.1: EMPLOY BEST PRACTICES IN MARKET RULES

The Commission will dedicate approximately 50 FTEs in FY 2010 to the further development of competitive electric
and natural gas markets. The Commission will evaluate and act upon applications for authorization to adjust rules gov-
erning wholesale power and transmission services and, where appropriate, will institute generic proceedings to address
issues of broader concern. As part of these efforts, the Commission plans to:

e Oversee the continued evolution of power and transmission markets, continuing to modify rules as needed to address
non-discriminatory access, adjusting mitigation rules to address market power, and adding rules to accommodate
changes in energy markets;

e Ensure that an adequate energy supply exists to meet the growing needs of American consumers by addressing is-
sues associated with generation resource adequacy, emerging capacity markets, and entry by new sources of genera-
tion (including renewables);

e Expand competitive markets to better integrate demand response, energy efficiency, and smart grid concepts, and to
address emerging energy issues associated with climate change.

Regulation of Evolving Energy Markets. Over the past 15 years, the Commission has worked to encourage the devel-
opment of wholesale competitive markets as a means to foster efficiency and innovation, bring options to customers,
provide more reliable service, and provide just and reasonable energy prices. Competitive markets take time to develop
and continually change; the progression continues today, both in natural gas and electric markets. For example, in FYs
2007 and 2008, the Commission dealt with a relatively small number of requests for market-based pricing for natural gas
storage. In FY 2008, the Commission took steps to respond to customer requests for flexibility in the Commission’s
natural gas transportation capacity release program. The Commission granted some flexibility but denied requests to lift
price caps on long-term pipeline capacity release. In FY 2010, the Commission expects an increase in requests for flexi-
bility in rules for regulating pipeline capacity and storage due to competition changes in this sector and because the un-
derlying commodity prices remain higher than they have historically been. As requests are filed, the Commission will
need to reevaluate these program areas.

In the electric program area, the Commission undertook significant general initiatives, in addition to utility-specific re-
forms, to foster the continued evolution of competitive markets. In FYs 2007 and 2008, the Commission performed a
comprehensive review of, and adopted reforms to improve the state of competition in wholesale organized markets. The
reforms aim to: encourage the use of demand resources to participate in the wholesale markets; allow prices to reflect
supply and demand conditions; and provide customers with greater assurances of RTO responsiveness and market moni-
toring independence.

Additionally, the reforms require the Commission to work with market monitoring units (MMU) to ensure that effective
market rules are in place. Together, these reforms should improve the operation of organized wholesale day-ahead and
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real-time markets administered by RTOs and ISOs, resulting in increased confidence in these markets, lower costs, and
reliable service to customers. The Commission will act on applications to implement these reforms in FY 2010.

Outside the context of general reforms, the Commission continues to see major proposals by RTOs and ISOs to im-
prove their markets. Chief among these in FYs 2007 and 2008 were proposals to implement new markets to address
operational challenges and/or customer needs. In FY 2008, the Commission received and processed 410 filings from
RTOs and ISOs for market rule changes, many of which were highly controversial and took many months to resolve.
In some instances, the Commission’s action represents only the first step at implementing market change. The Com-
mission expects to see more of these types of difficult cases in FY 2010 as the competitive markets evolve and shift
with the advent of new infrastructure and technologies. The following examples illustrate some of the cases that have
raised the most significant issues about markets and their operations in FYs 2007 and 2008.

Map of Wholesale Competitive Electricity Markets
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In February 2008, the Commission conditionally accepted the Midwest ISO’s plans to implement a day-ahead and real-
time ancillary services market (ASM), including a scarcity pricing proposal to allow prices to rise during periods of sys-
tem emergency when there are insufficient amounts of generation available. The tariff will yield substantial reliability
and efficiency benefits. This Commission action is a significant step to improve power markets in the Midwest and will
provide a greater opportunity for price competition from demand response, as well as improve efficiency and reliability
in this broad region. The Midwest ISO will become the North American Electric Reliability Corporation-certified Bal-
ancing Authority for the entire Midwest ISO Balancing Authority Area, which will allow for the centralized manage-
ment of ancillary services. The Commission ensured that a comprehensive package of market mitigation measures is in
place that will result in ancillary services and market rates that are just and reasonable as the region moves from cost-
based rates to market-based rates. The Midwest ISO ASM began on January 6, 2009.

In FY 2008, the Commission also responded to a request by the New York Independent System Operator (NYISO) to
strengthen the rules protecting against the exercise of market power by sellers of generating capacity in the New York
City capacity markets. The Commission balanced the need to provide generators with the opportunity to earn sufficient
revenues to continue providing capacity services to New York City while also ensuring that customers were not paying
prices reflecting the exercise of market power.

In FY 2008, the Commission completed work on all of the essential elements necessary for CAISO to launch its Market
Redesign and Technology Upgrade (MRTU), in March 2009. When implemented, the Commission-approved tariff and
market reforms will enhance the reliability of the grid, protect customers from market manipulation, and promote infra-
structure development. Among the Commission’s actions were acceptance of various compliance filings and business
practices manuals, as well as actions on short and long-term transmission rights, backstop capacity procurement, credit-
worthiness, under-scheduling and exceptional dispatch issues. The Commission anticipates new and complex market
reforms will undoubtedly raise a number of implementation issues that are expected to last into FY 2010 and beyond.
Also in FY 2010, the Commission expects to address additional market enhancements that could not be incorporated into
the initial MRTU offering, such as more effective participation of demand response, convergence bidding, and effective
integration of renewable generation resources.

The Commission also expects that the types of market participants will continue to change as the pressure on credit in-
creases and new sources of financing emerge. Already the Commission has seen the advent of many new types of non-
traditional market participants including financial institutions, brokerage firms, and hedge funds. While these new types
of market participants can bring much needed investment capital as well as increase liquidity in the energy markets, they
also bring new regulatory challenges and issues the Commission must consider during its oversight of these markets.

Because the Commission anticipates that it will see more of these types of entities in the future, it will be necessary to
consider revisions to the market rules applicable to particular regions (and potentially make generic changes to those
rules). Potential revisions in market rules would accommodate participation of these non-traditional market entities, and
assure that adequate procedures are in place to protect customers as well as other market participants.

The Commission has acted quickly to address the issue of non-traditional market participants. For example, the Com-
mission accepted two proposals by the PIM to revise its credit policy regarding Financial Transmission Rights (FTRs) in
the wake of defaults by certain traders in PJM’s market. These tariff provisions established collateral requirements that
will help PJM manage the risk and volatility of certain positions taken by traders in the FTR auction markets PJM has
established. The PJM proposals better correlate collateral requirements with risk exposure in the FTR market and help
ensure continued reliable and reasonably priced electric power for PJIM customers. The establishment of adequate credit
requirements for all participants is critical to the long-term health and viability of competitive wholesale markets.

Resource Adequacy. As discussed in Chapter 1, the Commission’s first strategic goal is to promote the development of
a strong energy infrastructure. While FERC’s efforts focus on stimulating the development of a strong transportation
and transmission network to deliver energy, the Commission must also meet the challenge of ensuring that adequate en-
ergy supplies exist to meet the growing needs of American consumers. Entry by new sources of generation is key to the
Commission’s reliance on competitive markets to discipline price and ensure just and reasonable rates to customers in
the long term.
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Accurate price signals stimulate the competition necessary to ensure the development of adequate generation to meet
customers’ needs. However, in the organized competitive wholesale markets that the Commission oversees, market
mitigation measures prevent the market from seeing very high prices during periods when supplies of energy are short
(generally during times of system emergency). While these mitigation measures are aimed at preventing the exercise of
market power, their effect in dampening price signals may have discouraged investment in new generation. In order to
encourage market efficiency, the Commission issued a rule requiring organized wholesale markets to adopt shortage
pricing to accurately reflect the value of power during times of low supply. The Commission will dedicate its resources
to implementing this rule in FY 2010. The issue of ensuring generation adequacy has also come before the Commission
in a number of specific cases involving forward capacity procurement in organized competitive markets.

In the PJM and ISO-New England (ISO-NE) regions, the Commission has approved forward-looking, auction-based
markets for capacity to procure adequate energy supplies to reliably meet the needs of consumers in those regions. In
other regions, the Commission has approved alternative approaches to the forward capacity procurement design. For
example, the resource adequacy structure the Commission approved for CAISO requires load-serving entities (LSE) to
submit resource adequacy plans to CAISO. These plans must demonstrate the LSEs have procured sufficient resources
to meet the next summer peak period’s forecast load plus a planning reserve margin. Midwest ISO uses a resource ade-
quacy program that requires LSEs to secure resources equal to forecasted peak load plus a planning reserve margin.
While these market mechanisms vary in design, all are intended to provide incentives to both retain existing generation
and encourage the entry of new resources to meet increasing electric supply needs.

The issue of resource adequacy is further complicated by concerns that the Nation should avoid becoming overly de-
pendent on any single fuel source (i.e., fuel diversity) as well as by renewable portfolio standards required by some
states. This has led to a backlog of interconnection queue requests in many of the organized markets, particularly where
significant renewable generation is seeking to locate (as discussed under Goal 1). The Commission is also seeing more
transmission pricing requests associated with the cost allocation of long radial transmission lines required to connect re-
mote wind generation to the grid (as discussed below).

For these reasons, the Commission believes that issues surrounding resource adequacy will be a major part of its work-
load requirements in FY 2010. The complexity of these issues and their close connection to many other aspects of the
Commission’s strategic plan will require approximately 10 FTEs.

Competitive Markets and Emerging Issues. The Commission is highly attentive to a number of emerging areas that
have significant implications for the transmission systems and energy markets under FERC jurisdiction including de-
mand response and energy efficiency, distributed generation, renewables, greenhouse gas emissions policy, and ad-
vanced technologies. The Commission has undertaken generator interconnection reform to encourage the development
of renewable generation and required demand response participation in organized markets. In FY 2010, the Commission
will respond to Congressional mandates to create rules on interoperability standards for smart grid, assessment of de-
mand response potential, and the development of a demand response action plan. The Commission expects to devote 15
FTEs to developing Commission policy on emerging issues in FY 2010.

Increased focus on these emerging issues is driven by actions at both the state and federal levels. At the state level,
growing concern over the cost and siting of new energy infrastructure to meet demand has led to a wave of legislation
and regulations mandating increased demand response and energy efficiency. In addition, concern about energy security
and environmental quality, and climate change, has given rise to significant activities by states with regard to encourag-
ing renewable generation. For example, February 2009 saw the adoption of renewable portfolio standards in 29 states,
including the District of Columbia, and the establishment of three regional accords to develop greenhouse gas cap-and-
trade systems. As of January 2009, there were 32 American states, the District of Columbia, eight Canadian provinces,
and six Mexican states who are participants or observers to these regional accords. At the federal level, debate over na-
tional climate change legislation has intensified. The map on the following page illustrates various collaborative green-
house gas programs across the United States.

35

SLIEMAVIN JALLILAdNOD - OM ], JdLdVHD



CHAPTER TWO - COMPETITIVE MARKETS

FEDERAL ENERGY REGULATORY COMMISSION

Collaborative Greenhouse Gas Programs
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Meanwhile, the Commission is seeing the emergence of a host of advanced energy technologies, including electric en-
ergy storage technologies such as flywheels and compressed-air energy storage facilities, and “smart grid” technologies
that integrate monitoring and communications technology into the transmission and distribution system. All of these
factors are working to transform the existing bulk power system to one that relies on demand-side and distributed re-
sources, renewable power, and digital automation. This fundamental transformation will necessitate the development of
new Commission policies.

Observer jurisdicti e gas reduction | In FY 2008, the Commission received two
goals, but participate in proceedings should they opt to join later. new Congressional mandates in these

emerging areas. With regard to demand
response, EISA section 529 requires FERC to complete a National Assessment of Demand Response by July 2009 to
estimate demand response potential in five and ten year horizons and determine how to overcome the barriers to achiev-
ing that potential. The statute further requires FERC to develop a National Action Plan on Demand Response by July
2010 that: 1) identifies the technical assistance needed by the states; 2) designs a national communications program; and
3) develops analytical tools, model regulatory provisions, and model contracts for use by customers, states, utilities, and
demand response providers. FERC is tasked with developing the Plan with the participation of a broad range of indus-
try, state utility commission, and non-governmental stakeholders. The Commission will expend considerable resources
on these efforts in FY 2010 and anticipates devoting four FTEs for this work alone.

As discussed in Chapter 1, the Commission will identify standards that may be necessary to ensure smart grid functional-
ity and interoperability in interstate transmission of electric power, and regional and wholesale electricity markets. The
Commission will be working with NIST

and DOE as well as with NARUC to
promote the coordination with federal

Some utilities are already employing advanced technologies and have sought
rates through section 219 of EPAct 2005.

and state smart grid policies.

In addition to implementing these new EISA responsibilities, FERC will need to ensure that market rules do not create
unnecessary barriers to demand response, energy efficiency, distributed generation, renewable power, advanced tech-
nologies, and implementation of carbon policy (e.g., state and federal approaches to reducing carbon dioxide emissions).
The Commission has begun reviewing existing policies and market rules, but will likely be faced with increased filings
on these issues. For example in FY 2008, the Commission, through individual cases and Order No. 890 compliance fil-
ings, acted to ensure that demand resources were treated comparably to generation, where appropriate, in the energy and
ancillary services markets.
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The Commission also continues to address the need for policy and market rule changes to address renewable generation
and other non-traditional sources of generation. As discussed in Chapter 1, the Commission addressed backlogs in the
interconnection queues of the ISOs and RTOs in FY 2008. Challenges presented by increased renewable development
affect both infrastructure development as well as competitive markets. Specific challenges include planning for and de-
veloping the transmission needed to reach distant renewable-rich areas and addressing both transmission cost allocation
and operational issues associated with the variability of certain forms of renewable power. In FY 2007, the Commission
modified its policy concerning the allocation of certain interconnection costs, which were developed, in part, to influence
a generator’s siting decisions. The Commission recognized that the original policy assumed most generators had flexi-
bility in where they located their projects. However,
many generation projects under development now,
including many renewable projects, are locationally
constrained and lack that flexibility. In FY 2008, the
Commission began to address the operational issues
associated with variable resources, for example by
approving cost recovery of an improved wind fore-
casting tool in NYISO. As higher percentages of vari-
able renewable generation are integrated, the Commis
sion will likely be confronted with additional market
design issues, including issues about the provision,
acquisition of and compensation for additional ancil-
lary services associated with variable and non-
dispatchable resources, sub-hourly scheduling and
consolidation of balancing areas.

2.A.2: REDUCE BARRIERS TO TRADE BETWEEN MARKETS AND AMONG REGIONS

The Commission ensures that open access transmission service is available at reasonable prices on a nondiscriminatory
basis. This provides the foundation for fair and efficient wholesale energy markets for electricity and natural gas. In
exercising its jurisdiction over wholesale markets and transmission and transportation in interstate commerce, the Com-
mission strives to reduce barriers to trade in both natural gas and electric markets. It also seeks to adopt approaches that
are complementary to those of the states in their regulation of retail markets. To accomplish these stated objectives, the
Commission estimates needing 35 FTEs in FY 2010.

Barriers to trading in energy markets can be caused by differences in energy
market rules and designs, operating and scheduling protocols, and other con-
trol-area or natural gas-market practices that inhibit or preclude the ability to
execute energy transactions that cross organizational/market boundaries.
Significant differences in energy products and rules between organizational/
market boundaries markets can reduce competition between suppliers across
regions. Commission-supported efforts by industry groups, such as the
North American Energy Standards Board (NAESB), address differences in
operating and business practices by standardizing business practices in both
the natural gas and electric industries. The Commission meets with state
regulatory commissions and other governmental entities on a variety of mar-
ket design, reliability, and operational issues as part of its effort to reduce
barriers to trade among energy markets. The

Commission also works with stakeholders on || Consistent, non-discriminatory business rules help
issues regarding tariff and business practice competition. The Commission has encouraged the

implementation to ensure that Commission development of business rules and practices that

rules and policies for natural gas and electric maximize market efficiency, ease market entry and

markets are working. reduce transaction costs, relying on NAESB, RTOs,
4 and [SOs, as appropriate.
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Summary of FERC’s recent activities related to reducing barriers to trade.

o Strengthened OATT to ensure that it achieves its original purpose of remedying undue

discrimination
e  Greater specificity to reduce opportunities for undue discrimination and facilitate the
OATT reform Commission’s enforcement
e Increased transparency in the rules applicable to planning and use of the transmission
system

o Elimination of artificial barriers stemming from inconsistency and a lack of transparency

e Effective and efficient business rules and practices

NERC/NAESB work .
e Lower transaction costs

e Pipeline capacity holders may more efficiently manage capacity and gas supply

Gas capacity release polic . . o
pacity Poliey 14 Fair and efficient competitive markets

e Incentives
Transmission Pricing e Regional cost allocation
e Flexibility to accommodate renewables

Regional Transmission Planning. In 1996, the Commission issued a rule requiring all public utilities that own, control,
or operate facilities used for transmitting electric energy in interstate commerce to offer non-discriminatory transmission
service pursuant to an Open Access Transmission Tariff (OATT). In FY 2007, in Order No. 890, the Commission revis-
ited the terms and conditions of the open access transmission tariff and adopted a number of significant reforms. The
most important of these reforms was a requirement that each public utility establish and participate in an open and trans-
parent regional transmission planning process aimed at improving the coordination of transmission planning among utili-
ties. Although ownership of the interstate transmission grid is highly disaggregated (with more than 500 owners), the
need for, and effect of, transmission expansions must be considered not only on a local basis, but also on a sub-regional
and regional basis. Order No. 890 directed public utilities to establish planning processes to consider both reliability and
economic needs, on a local and regional level. This will contribute to the building of much-needed transmission, as dis-
cussed in Chapter 1, as well as support competitive markets by reducing barriers to trade between markets and among
regions.

The Commission is committed to ensuring that this planning process is open, transparent, and as coordinated as possible
and results in the development of needed infrastructure. In the summer of 2008, the Commission conditionally accepted
over 40 compliance filings and directed further compliance actions. The Commission has encouraged each transmission
provider to refine and modify its planning process as experience is gained through implementation of the process. The
Commission will continue to monitor and reform as necessary the transmission planning process required in Order No.
890.

The Commission will also conduct outreach and review the ensuing compliance filings throughout FY 2009 to determine
the progress and benefits realized by each transmission provider’s planning process, obtain customer and stakeholder
input, and discuss any areas that might need improvement. Additional outreach and review will continue into FY 2010,
however, the specific steps will be determined based on the findings in FY 2009. These actions will strengthen open
access transmission for the benefit of the market and consumers. In FY 2010, the Commission projects that it will re-
quire 9 FTEs for this effort.

Available Transmission Capacity. Order No. 890 also required the electric industry to develop a consistent and trans-
parent method of calculating the amount of transmission capacity available on each utility system which is posted as
available for sale to third parties. The Commission directed the industry to use NERC and NAESB processes for pur-
poses of reaching a consensus on an appropriate methodology and developing necessary business practices. Together,
these reliability standards and business practices are intended to eliminate the broad discretion that transmission provid-
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ers currently have in calculating available transfer capability (ATC), increasing nondiscriminatory access to the grid and
ensuring that customers are treated fairly in seeking alternative power supplies.

NAESB is also working toward completion of business standards to support a modified form of planning redispatch or
conditional firm service. Network customers can request service in new ways, ensuring continuity of service for those
customers. Furthermore, point-to-point transmission capacity is being reassigned at negotiated rates, providing greater
opportunities for customers that value service the most to access that service during the two year study period. Trans-
mission providers are posting metrics regarding their processing of service requests, and notifying the Commission — and
therefore their customers — if they fail to meet deadlines.

Some of the methodologies and business practices developed through the NERC and NAESB processes have been re-
ported to the Commission and others will come before the Commission in FY 2010. The Commission will then evaluate
these practices to ensure they fulfill the requirements and objectives of Order No. 890. This will be an evolutionary
process requiring formal rulemakings. A consistent and transparent method for calculating ATC and standardized busi-
ness practices will help to eliminate a significant barrier to trade among regions. In FY 2010, the Commission antici-
pates that it will devote 5 FTEs to this effort.

Transmission Pricing. As part of its ratemaking responsibilities under the FPA, the Commission must ensure that the
rates charged for transmission service in interstate commerce are just and reasonable, and not unduly discriminatory or
preferential. The issue of transmission pricing has a number of dimensions that will affect the Commission’s workload
and funding requirements in FY 2010.

In addition to the traditional cost-of-service transmission rate filings which the Commission frequently faces, as dis-
cussed more fully under Goal 1, Objective A, the Commission issued Order No. 679 in 2006 to allow incentive rate
treatment for transmission infrastructure investments. These incentive rate treatments are intended to encourage greater
investment in the Nation’s aging transmission infrastructure, promote reliability, and reduce transmission congestion.
The lack of adequate high- voltage, backbone transmission facilities represents a significant barrier to trade between
markets and among regions. The Commission anticipates that requests for incentive rates will continue into FY 2010
and will be necessary to assure reliability and support competitive wholesale power markets.

A second and more difficult aspect of transmission pricing which the Commission will continue to face in FY 2010 is the
issue of who should pay for transmission upgrades that provide regional reliability or economic benefits. In a number of
regions, the Commission has already evaluated regional transmission cost allocation plans that are controversial because
they can pit one group of customers against another, one utility against another, or even one state against another. These
cost allocation decisions will continue to be contentious and resource intensive. Moreover, they will be further compli-
cated by the increasing pressure to build transmission that can interconnect renewable generation resources that may be
located far away from existing load centers.

The Commission is also confronted with requests for flexibility in how it approaches transmission rate design. As an
example, in FY 2007 when Southern California Edison Company proposed a transmission project to interconnect a wind
rich area, existing Commission policy would have required the first wind generators on the line to pay the line’s full cost,
even if those generators used only a fraction of the line’s total capacity. This policy would have discouraged develop-
ment of the wind resources which the State of California was trying to encourage. 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 Commis-
sion approved a CAISO proposal under which the transmission line would be sized to the potential of the resource area,
and designed rates whereby generators would pay only for the capacity they used and any remaining costs would be allo-
cated more broadly to customers throughout California. The Commission anticipates that it will continue to receive
similar requests to adopt innovative or flexible approaches to transmission rate design — particularly as more renewable
resources seek to interconnect to the grid to satisfy various state renewable portfolio standards. The Commission will
need 12 FTEs in FY 2010 to address regional cost allocation and rate design issues.

Lastly, the Commission is starting to see an increase in proposals for merchant transmission projects. Merchant trans-
mission projects have negotiated rates in which the developer of the project bears the risk of cost recovery. Merchant
transmission projects help promote competition and eliminate barriers to trade by encouraging the construction of trans-
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mission expansions or upgrades that are not being built by incumbent, franchised public utilities. There are currently
two operating merchant transmission projects, and several projects that are expected to be placed in service in FY 2009.
One such project, the Linden FVT project, will increase the capacity by 300 MW on an existing underwater transmission
line with minimal environmental impact. Other projects, such as the Montana Alberta Tie Line and the Chinook Power
Transmission and Zephyr Power Transmission projects, will enable wind-generated power to be connected to the exist-
ing transmission grid.

In FY 2009, the Commission revised the criteria it uses for evaluating merchant transmission projects and rates. Among
other things, these criteria are intended to ensure an adequate incentive for investment while also ensuring that rates are
just, reasonable, and not unduly discriminatory or preferential. Also, at times, merchant transmission projects find it dif-
ficult 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, in February 2009 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 pro-
jects of the type required for efficiently serving location-constrained renewable energy resources. The Commission an-
ticipates devoting five FTEs to issues and cases involving merchant transmission facilities in FY 2010.

Capacity Release and Capacity Reassignment. In June 2008, in Order No. 712, the Commission revised its regula-
tions governing interstate natural gas pipelines to reflect changes in the market for short-term transportation services on
pipelines and to improve the efficiency of the Commission’s capacity release mechanism. The policy will strengthen
competition in the secondary capacity release market and improve access to the interstate natural gas pipeline system.
The rule also will provide more accurate price signals on the market value of natural gas pipeline capacity. Similarly, in
Order No. 890, the Commission revised its electric regulations to remove the price cap for capacity reassignment and to
allow negotiated rates for transmission capacity reassigned by transmission customers.

Both rules were aimed at improving efficiency and removing barriers to trade between markets and among regions. The
Commission intends to evaluate the competitive effect of lifting the price cap for release of natural gas pipeline transpor-
tation capacity as well as for reassignments of electric transmission capacity. In Order No. 712, the Commission di-
rected staff to monitor the capacity release program and to issue a report on the general performance of the program after
two years of experience under the new rules. In November 2008, the Commission reaffirmed its policy in Order No. 712.
In Order No. 890, the Commission directed staff to monitor EQR filings data regarding reassignments of transmission
capacity under the pro forma open access transmission tariff. The Commission will analyze the competitive effect of
lifting the price cap on reassignments and issue a report in FY 2010. Upon review of the staff report, the Commission
will determine whether to institute proceedings to extend the decision to lift the price cap. Absent further action by the
Commission, the caps will be automatically reinstated on October 1, 2010. The Commission anticipates that it will re-
quire five FTEs to evaluate and address issues associated with capacity release and transmission reassignment.

2. OBJECTIVE B: PREVENT ACCUMULATION AND EXERCISE OF MARKET POWER

The Commission prevents the accumulation and exercise of market power by assuring proposed mergers, dispositions,
and acquisitions are in the public interest and will not have an adverse effect on competition. The Commission also ad-
dresses the potential to exercise market power in jurisdictional wholesale markets through its various rate authorities. In
this regard, the Commission addresses both vertical market power issues (e.g., by requiring providers of natural gas
transportation and electric transmission to offer open, non-discriminatory access) as well as horizontal market power
(e.g., by placing appropriate conditions, where necessary, on the authorization required to sell at market-based rates).

Mergers and other dispositions or acquisitions can bring efficiencies from economies of scale and also can represent the
result of successful competition from more effective business models. However, they can also eliminate competitors and
can lead to markets that are too concentrated and not fully competitive. The energy industry is in a state of growth and
evolution with new products, services, and types of market participants entering the mix. Keeping abreast of these
changes and making sure new market structures and corporate relationships are fully understood is becoming more com-
plex. The Commission will manage these intricacies as it works to prevent the accumulation and exercise of market
power in the transforming electric, natural gas, and oil industries it regulates.
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Implementation of this strategy will further safeguard the consumer from consolidations of energy assets that decrease
competition as well as ensure the rates for electricity in wholesale markets and for transmission services are just and rea-
sonable. Market power issues can present themselves in many different ways and the Commission must be prepared to
address them. The Commission projects needing 32 FTEs in FY 2010 to accomplish this task.

2.B.1: ASSURE PROPOSED MERGERS AND ACQUISITIONS ARE IN THE PUBLIC INTEREST

The Commission ensures that the disposition, consolidation or acquisition of jurisdictional facilities is in the public inter-
est by reviewing each proposed transaction for its effect on rates, regulation, competition, and cross-subsidization.

The Commission is seeing many new issues arising in the area of corporate regulation. There are many non-traditional
entities such as financial institutions, hedge funds, investment advisors, and foreign investment companies seeking Com-
mission approval to take equity positions in utilities. While bringing new sources of capital to the utility industry, these
types of acquisitions raise difficult issues regarding what level of equity interest may constitute “control” of a public util-
ity and whether having a single entity with ownership interests in multiple utilities raises market power concerns. Be-
cause many of these entities are new to the Commission and their involvement in utility securities is evolving, they will
present novel, legal and policy issues and challenges. This will be an area of increased workload and complexity for
which the Commission will require significant resources and the development of specialized expertise.

In FY 2008, the Commission received 1,122 corporate filings including mergers, acquisitions and dispositions, interlock-
ing directorate filings, securities filings and holding company filings and constituted a significant use of FTEs. The
Commission expects the level of merger activity in FY 2010 to remain roughly the same while acquisition of securities is
likely to increase. The Commission anticipates needing 13 FTEs in FY 2010 to protect customers from affiliate abuse
and to guard against cross subsidization, to address new issues growing out of the Commission’s oversight of public util-
ity holding companies, and to deal with complex issues associated with ownership and control of utility assets by hedge
funds and other non-traditional entities.

In carrying out this authority, the Commission will pro-
tect customers from being exposed to markets which
might have otherwise been adversely affected by:

the elimination of competitors;

a material increase in market concentrations in
relevant markets;

the creation or enhancement of vertical market
power through the combination of electric genera-

In April 2008, the Commission conditionally tion and transmission assets;
approved a $7.4 billion merger between an increase in the incentive or ability to increase
Washington-based Puget Energy, Inc. (PSE) prices or reduce output in a downstream electricity
and an international investment consortium market through control of upstream inputs to elec-
3\ > Group. The companies tricity generation;
| “ring-fencing”
_captive
ropriately harm to horizontal competition in any relevant
the holding market.
insulate
ctivities associated with the
re. This transaction will bolster
S lead to a more robust electricity

infrastruc acific Northwest. The Commission con-
ditioned its authorization of the merger on the applicants, and
any other entity that may acquire an interest, making available
company books and records for examination.

the creation of barriers to the entry of new genera-
tors; and
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2.B.2: ADDRESS MARKET POWER IN JURISDICTIONAL WHOLESALE MARKETS

To address market power in jurisdictional wholesale electric energy markets, the Commission considers, most impor-
tantly, control of generation and transmission assets. These considerations are important because the opportunity for
exercising market power grows when available supply is low relative to demand or when supply is controlled by only a
few entities. In such situations, even an otherwise well-functioning market may not produce rates that are just and rea-
sonable.

Market Power in Electric and Natural Gas Markets. In FY 2010, the Commission will ensure that the open access
transmission tariff terms and conditions under which electric transmission service is provided are being applied in a way
that is not unduly discriminatory or preferential. The Commission will also ensure that other forms of market power in
electric and natural gas markets are mitigated. The Commission projects needing 19 FTEs to accomplish this work.

Market Power in Electric Markets. In FY 2010, the Commission will foster open and non-discriminatory access to elec-
tric transmission. FERC will ensure that sellers seeking

market-based rate authority for sales of generation do not Recent Commission activities to prevent the exer-
have the potential to exercise market power or otherwise cise of market power in electricity markets have
identify mitigation approaches for those who do have mar- worked to ensure the complex details of market op-
ket power. The Commission will also evaluate market rules erations result in just and reasonable rates and Com-
for market power mitigation in RTO and ISO markets to mission rules prevent the exercise of market power.
ensure that mitigation measures are protecting against exer- Order Nos. 697 and 697-A strengthened competitive
cise of market power and not creating disincentives to markets and protected consumers by reinforcing
needed investment. regulations for just and reasonable wholesale elec-

tric power sales. The Commission provided guid-
The Commission’s open access policies are discussed ex- ance on horizontal and vertical market power analy-
tensively under Goal 2.A.2 because they reduce barriers to ses, the use of a balancing authority area or the
trade between markets and among regions. However, fair RTO/ISO market as the default relevant geographic
and non-discriminatory open access is equally important market, a regional approach for triennial market
with regard to addressing vertical market power issues. The power studies that separates the country into six
Commission currently devotes significant resources to en- geographic regions, and codification of restrictions
suring that utilities owning and operating transmission fa- on affiliate abuse in the regulations.

cilities do not use them in ways that favor their own uses of
the system over third parties seeking to buy and sell electricity. The Commission’s planned actions in FY 2010 related
to its open access transmission policy will also benefit competitive markets by addressing vertical market power issues.

The Commission also examines horizontal market power when an applicant seeks authority to charge market-based
rates. This involves a determination as to whether a seller has generation market power at which time the Commission
either grants, denies, or places appropriate conditions on any authorization. This will continue to be a significant work-
load area for the Commission, not only in terms of the initial analysis, but also in structuring, where necessary, appropri-
ate mitigation measures. Moreover, entities charging market-based rates are required to come back to the Commission at
least every three years (or sooner if there are changed circumstances) for the Commission to reevaluate whether it may
continue to sell at market-based rates.

Issues of market power, mitigation measures, and fostering new entry arise in the organized electricity markets adminis-
tered by RTOs. These cases can be particularly challenging because the mitigation that may be proposed to prevent the
potential exercise of market power can have the unintended consequence of capping potential revenue recovery by gen-
erators and thereby deterring entry by new sources of generation.

In FY 2008, the Commission processed 421 filings for market-based rate authority and 410 RTO/ISO market rule cases.
The Commission expects to process a similar number of cases in FY 2010.

Market Power in Natural Gas Markets. In FY 2010, the Commission will use requested resources to process negotiated
rate filings for natural gas pipelines. The expected outcome of this work is flexible, efficient pricing of pipeline capacity
while preventing pipeline use of market power by means of a recourse rate. In FY 2008, the Commission received 270
negotiated rate filings, and expects to receive a similar number in FY 2010.
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GOAL 3: ENFORCEMENT
PREVENT MARKET MANIPULATION

% (+/-
o | SO0 | D | R || ey
FY 2010
Funding $ 28,707 | $ 32,813 | $ 36,313 10.70%
Oversight $ 8841 $ 8,718 | $ 10,521 20.70%
Program 7,434 7,213 8,830 22.40%
Support 1,407 1,505 1,691 12.40%
Enforcement $ 19,865 | $ 24,095 | $ 25,792 7.00%
Program 16,704 19,937 21,648 8.60%
Support 3,161 4,156 4,143 -0.30%
FTEs 141 181 186 2.60%
Oversight 43 48 54 11.90%
Program 35 39 44 12.70%
Support 8 9 9 8.00%
Enforcement 97 133 132 -0.80%
Program 79 109 109 0.00%
Support 18 24 23 -4.60%

Note: Numbers in tables may not add due to rounding.

In addition to its core role as a rate-setting agency for wholesale electric and natural gas markets, the Commission in
recent years has taken on the additional role of a market oversight and enforcement agency. In light of this regulatory
evolution, the Commission’s two main objectives in meeting its goal of preventing market manipulation are to provide
vigilant market oversight and provide firm but fair enforcement. In conducting oversight, the Commission seeks to
detect market anomalies quickly, publicize misconduct where appropriate, and take prompt action to prevent future
misconduct. In the enforcement role, each year the Commission performs investigations and conducts audits for non-
compliance with the laws and regulations under its jurisdiction. While these actions help to deter violations from oc-
curring in the first place, the Commission also takes proactive steps on a variety of fronts to reduce the probability that
violations will occur and to detect problems before they become severe or widespread. To prevent market participants
and regulated entities from unknowingly violating the Commission’s rules, the Commission works with stakeholders
to explain the intent and requirements of its rules. In order to enhance the quality and fairness of its enforcement ef-
forts, the Commission adjusts and improves its processes continually. The Commission’s enforcement-related action
plans discussed below are aimed at either further maturing these program elements or being prepared to respond to the
regulated community.
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3. OBJECTIVE A: PROVIDE VIGILANT OVERSIGHT

The Commission’s energy market oversight program increases the transparency of energy markets as well as the public’s
confidence in them. This entails ongoing, routine review of market behavior and results, a deliberate strategy of dissemi-
nating the findings, and highly sophisticated analysis of market anomalies. These three integrated activities of market
oversight assure market participants and potential malefactors alike that the regulator is watching their actions while pro-
viding a more comprehensive view of the markets to the Commission, state regulators, and the public at large. Based on
the expanded scope and enforcement authority, the Commission will require 5 additional FTEs in FY 2010, bringing the
Commission’s total request in its market oversight program in FY 2010 to 54 FTEs. Approximately half of the FTEs will
focus specifically on collecting and analyzing market data while the other half are dedicated to RTO oversight and mar-
ket monitoring unit relations, policy development, reporting, outreach and other special initiatives.

3.A.1l: IDENTIFY AND REMEDY PROBLEMS WITH STRUCTURE AND OPERATIONS IN ENERGY MARKETS

Detecting and Investigating Market Anomalies. The Commission’s market oversight program focuses on the whole-
sale energy markets within its jurisdiction and the markets that affect them. In FY 2010, the Commission will concen-
trate on the competitiveness, fairness and efficiency of the natural gas, electric and related energy and financial markets.
When market anomalies are detected, the Commission initiates increasingly detailed analyses to understand their gene-
sis. While many of these analyses can be accomplished through a thorough review of publicly available data and contact
with the parties involved, frequently the Commission must obtain large amounts of data from the relevant parties and, if
necessary, open an investigation to identify potential wrong-doing.

Market Oversight. Both natural gas and electric energy are traded in a variety of ways in many markets. The market
may be as sophisticated as an RTO which runs hourly auctions processing bids for supply and demand while ensuring
that minute by minute the most economic resources are sourced to meet load as it rises and ebbs. The market may be as
simple as a one-on-one call between a buyer and a supplier to purchase the next month’s gas. All of these markets pro-
duce vast quantities of raw data. The market oversight program is critical to:

o gather large volumes of data to reflect ongoing market conditions;

o identify areas of market intelligence to fill in gaps where the available market data is inadequate;

e validate data to ensure that it is accurate and pertinent to the issues being addressed;

e process the data so meaningful patterns become apparent; and

e develop a real-time information capability to address rapidly developing situations and emergencies.

The Commission’s energy market information capabilities address all of these areas. Commission staff depends on the
Market Monitoring Center (MMC) to access most of the data it receives and analyzes. The MMC functions as the hub of
data collection from sources such as Energy Security Analysis Inc. (ESAI), Bloomberg, Bentek, and Cambridge Energy
Research Associates (CERA). These information resources are critical to the Commission’s market oversight and will
require approximately $225,000 in FY 2010 to renew the data subscriptions. The Commission’s enforcement program
will, at times, rely heavily on this market oversight staff for their analytical assessments.

3. OBJECTIVE B: PROVIDE FIRM BUT FAIR ENFORCEMENT

The Commission’s cohesive approach to enforcement hinges on the central theme that its enforcement actions will be
firm but fair. The Commission’s program of enforcement investigations and actions is substantial in scope and impact.
In this respect, it is paramount to understand that enforcement is largely reactive —initiated in response to misconduct
coming to light.
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3.B.1: ESTABLISH CLEAR AND FAIR PROCESSES

It is important for the Commission to have clear and fair processes to guarantee that each entity involved in a Commis-
sion investigative or enforcement action understands the rules and regulations to which it is held. Moreover, the Com-
mission must ensure that each entity is treated equally. These are key facets of the Commission’s enforcement pro-
gram which will ensure that its actions are consistent and can withstand legal challenges. Since January 2007, the
Commission has approved settlements for 27 civil penalty cases. With these penalty cases, the Commission has begun
to build a public record that generally indicates to the regulated community and the public the varying consequences of
different types of violations. As the regulated community begins to react to the Commission’s actions and as the im-
pact of its actions become clear, it may be necessary to clarify the enforcement processes. The Commission is evaluat-
ing adjustments to the basic elements of the enforcement program and will continue this ongoing process through FY
2010. The Commission has dedicated, and will continue to rely on, two FTEs for this work.

3.B.2: CONDUCT INVESTIGATIONS PROMPTLY AND IMPOSE PENALTIES WHERE APPROPRIATE

The Commission’s overall investigations program supports all three of the Commission’s strategic goals: promote en-
ergy infrastructure development, support competitive markets, and prevent market manipulation. Because of the robust
investigation program, potential infrastructure investors are reassured that the markets are actively monitored and rules
are enforced thereby allowing the opportunity for a fair rate of return on their investment. The Commission’s rules and
regulations are geared towards creating a fair and competitive market. The investigation program dedicates a significant
amount of time ensuring these rules and regulations are not being violated. Additionally, the investigation program and
the threat of sanctions deter violations of Commission rules and encourage fair and competitive behavior in the market-
place. Finally, a substantial amount of investigative time is devoted to alleged market manipulation. The Commission
makes this fact known to the regulated community through regular interactions and outreach efforts which in itself is a
deterrent to market manipulation.

Investigations. Since FY 2007, the Commission has experienced a substantial increase in the number and scope of in-
vestigations, which is expected to continue through FY 2010. The precise nature of the “reactive” heart of the Commis-
sion’s enforcement program is necessarily unpredictable, but can be expected to fall into four major focus areas in FY
2010: expand capabilities and focus of market-based conduct; respond to anticipated increase in litigated matters; re-
spond to anticipated increased referrals from Commission program offices and market actors; and expand and mature
electric reliability enforcement programs (discussed in Chapter 1).

Typical Investigative Process
(can be 3 months to a year, or longer)

e Initial internal inquiry/review of referral or public information

e Consultation with Commission subject matter experts

o Initial legal research

e Preparation and service of initial investigative information requests

e Site visits, interviews, review of data and written discovery responses
e Depositions

e Internal evaluation and expert consultation

e Dialogue with subjects of investigation

e Fact-finding portion of investigation closed

e Possible closure, settlement or enforcement action
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Depending on the nature and complexity of an investigation, it can last anywhere between three months to over a year.
During FY 2007, the Commission conducted 70 investigations, including 35 new investigations opened in that year. In
FY 2008, the Commission conducted over 100 investigations, including 48 new investigations opened in FY 2008.

The investigative efforts in FYs 2007 and 2008 align with the following 5 main categories: 37 percent to market power
and manipulation, 12 percent to undue discrimination or affiliate abuses, 45 percent to violations of other electric or
natural gas market rules and tariffs, 3 percent to hydropower requirements, and 3 percent to compliance with license or
certificate conditions. Investigations last an average of about six months and usually require the efforts of approxi-
mately two FTEs, although some investigations can last a year or more and can require as many as seven FTEs
(including partial time contributions at various experience levels or disciplines of as much as a dozen individual staff
members).

Expand Focus of Market-based Conduct. Over the past three years, the Commission has shifted its investigations and
enforcement focus to conduct that impairs or disrupts the functioning of markets. Although tariff-based or other Com-
mission regulatory violations are also an important part of the Commission’s enforcement program, market conduct
cases are a top priority. The Commission opened 12 investigations involving allegations of market manipulation in FY
2007 and 20 in FY 2008. The Commission expects the number of cases to continue to increase through FY 2010.

Importantly, market-based conduct matters tend to be more involved and expensive relative to other types of investiga-
tions. They frequently involve questions of witness credibility, require more frequent factual development, and more
sworn testimony from depositions. In addition, the data sets pertaining to transactions or markets are larger and re-
quire more complex analysis from the market oversight program. Beyond the Commission’s resources, it may be nec-
essary to retain special outside expertise for these cases. In FY 2008, the Commission spent over $2 million for con-
sultant fees for two litigated matters described in detail below. In FY 2010, the Commission is requesting $1.8 million
for consultant fees.

Increase in Litigated Matters. Although settlement of enforcement actions and voluntary compliance are always the
preferred path, the Commission expects an increase in disputed and litigated matters. In FYs 2007 and 2008, there has
been an increase in the degree to which the Commission’s allegations of fact or assertions of law are disputed by the
entity under investigation. The Commission has litigated double the number of matters in FY 2008 over FY 2007.
This trend is a result of the dramatic rise in penalty stakes of enforcement actions and the increase of enforcement ac-
tivities directed at entities less routinely regulated by the Commission.

Furthermore, based on the experience and judgment of Commission staff, there were a number of matters in FY 2008
that could lead to litigation in FY's 2009 and 2010. This trend is especially pronounced in the market manipulation
cases which are expected to form a larger share of enforcement activity in FY's 2009 and 2010. A proven violation in a
market manipulation case can harm the violator’s business reputation, may involve relatively higher penalties, and may
result in adverse collateral legal consequences. Some court litigation will also be required for certain types of enforce-
ment such as violation of the NGPA which provides for de novo® district court review. Other litigation may occur due
to matters such as subpoena enforcement actions or extraordinary injunction cases initiated either by the subject or by
the Commission.

Investigations that do not settle and proceed to litigation consume a tremendous amount of resources, including con-
sultant fees as well as significantly higher internal FTE usage. Moreover, the Commission will likely incur increased
costs related to travel for out of town depositions and court appearances, services such as outside experts, court report-
ing, evidentiary document management software and hardware, and network server space to house evidentiary material
that must be located on secure space. Whereas the Commission historically was able to settle more than 90 percent of
investigations where wrongdoing was found, it now expects that rate to decline precipitously to around 60 percent.

The Commission’s estimate is based on the average settlement rate for agencies such as the Commodity Futures Trad-
ing Commission (CFTC) and the Security and Exchange Commission (SEC) who pursue primarily actions involving
market manipulation or similar misconduct such as fraud or breach of duties. The Commission expects current staffing

9. De Novo review, as opposed to more limited review of procedural matters or questions of law, permits the reviewing court to in-
quire into and review any matter that was adjudicated below, including disputed questions of fact, as if the matter came to the re-
viewing court in its original jurisdiction.
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levels will not be able to respond to the projected increase of litigated cases.

As evidenced in the following two cases, the Commission must be prepared to spend additional time and money to liti-
gate cases of market manipulation that are not settled. In FYs 2007 and 2008, the Commission initiated and is process-
ing two “Order to Show Cause” proceedings, which are contested and litigated market manipulation matters that were
not settled. These two cases, Amaranth Advisors L.L.C., 120 FERC 9 61,085 (2007) (Amaranth) and Energy Transfer
Partners, L.P., 120 FERC § 61,086 (2007) (ETP), seek a combined total of over $400 million in sanctions and remedies.
The Amaranth matter involved litigation in two federal trials and one federal appellate court, initiated by some of the
respondents in an effort to stop Commission enforcement. Although their attempts have failed, the litigation has con-
sumed a significant amount of resources. Both Amaranth and ETP have also proceeded to administrative litigation be-
fore an Administrative Law Judge at the Commission. Although these two cases are very resource intensive as com-
pared to other investigations, they are vital to all three of the Commission’s strategic goals by ensuring infrastructure
investments are being made to a well-regulated market, protecting fair and efficient competitive markets, and demon-
strating the Commission’s commitment to prevent market manipulation.

While the Commission will adjust and be prepared for the projected increase in litigated matters, it will continue to pur-
sue fair settlement agreements of enforcement actions. The Commission has had several successful settlement agree-
ments in the past two years. On January 18, 2007, the Commission approved settlements in five matters which had been
under investigation imposing a total of $22.5 million in civil penalties, the first use of the expanded civil penalty author-
ity provided to the Commission by EPAct 2005. Subsequently in FYs 2007 and 2008, the Commission issued orders
approving additional settlements in 11 matters, imposing an additional $27.95 million in civil penalties. Among the
cases the Commission approved for settlement, are four examples involving violations of the Commission’s capacity
release, shipper-must have title rule, and prohibitions on “buy-sell” or “flipping” transactions in natural gas markets for
over $14 million in monetary remedies plus compliance plans. The Commission also approved a settlement for over
$1.25 million for violations relating to standards of conduct and financial filings pertaining to the electric markets. The
Commission also approved a settlement involving $9 million in monetary remedies in a case involving the subject of an
investigation failing to provide complete and accurate information to the Commission during an investigation.

Increase in Investigation Referrals. Offices within the Commission as well as other non-governmental market monitor-
ing actors, such as RTO and ISO MMU s, can refer suspect conduct for possible investigation. In FY 2007 the Commis-
sion opened two investigations based on referrals from MMUs. In FY 2008, the Commission opened 12 investigations
based on MMU referrals. Examples of publicly-known investigations opened in FY 2008 that resulted from an MMU or
Commission referral include the Florida Blackout of February 26, 2008, In-city Sellers of ICAP, and H.Q. Energy Ser-
vices. As the Commission increasingly orients itself towards enforcement, it expects these trends to continue with corre-
spondingly increased frequency of referrals for possible investigations. This will require 10-12 FTEs to successfully

accomplish these investigations.

F is to:

Enforcement Hotline. The Enforcement Hotline continues 1) _ dy market ab}lses; . .

to provide a mechanism whereby industry participants can 2) resolye dlspute§ in a confidential gnd informal setting;
provide information to the Commission. The Enforcement 3) proyldg professmngl, prompt service; and

Hotline invites market participants and the general public to 4) Mmaintain confidentiality.

call, email, or write the Hotline to complain or report market . _ ,
activities or transactions that may be market manipulation, ~SOme examples of Hothne calls are bidding anomalies,

an abuse of an affiliate relationship, a tariff violation, or - t n facilities, land owner disputes, and
other possible violation or concern. The information pro- tary

vided by the Hotline typically results in an informal resolu-
tion of alleged misconduct. The Enforcement Hotline has resolved thousands of disputes informally and answered thou-
sands of public inquiries.

During FY 2007, the Commission used over 2,500 hours answering and processing 464 Enforcement Hotline calls. An-
nualized data indicates approximately 500 hotline calls will be received in FY 2008, requiring over 2,800 hours of re-
sources. Occasionally, Hotline calls result in investigations. These investigations, however, may not result in the find-
ing of any wrongdoing. The Commission currently has six open investigations from Hotline matters. As with investiga-
tions from all sources, many investigations that originate from Hotline calls are non-public.
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Audits. The Commission’s audit program is instrumental in ensuring that jurisdictional companies are complying with
the Commission’s rules and regulations. The Commission audits various companies including public utilities, natural
gas pipelines, and natural gas storage companies. The Commission anticipates the complexity of its audits in FY 2010 to
increase as a greater emphasis is placed on market-based rates, compliance with open access transmission tariffs, and the
reliability of the Nation’s bulk power system (discussed in Chapter 1).

The Commission creates an audit plan each year, including several different types of audits. However, it is necessary for
the plan to remain fluid to adjust to new or changing priorities. In FY 2008, the Commission, relying on approximately
41 FTEs, completed 60 audits, including 47 single or narrow scope audits. In FY 2010, the Commission will rely less on
single or narrow scope audits and will emphasize larger scope or multiple scope audits. Therefore, although the Com-
mission’s workload will increase significantly, the number of audit completions may actually decline.

Based on FY 2008 and the expected energy market environment in FY 2010, the Commission expects its audits to fall
into six major categories: open access transmission tariffs, mergers and acquisitions, affiliated transactions, market-based
rate authority, other operational and financial compliance, and reliability (discussed in Chapter 1).

FY 2010 Anticipated
Audit Staff Allocation by Audit Type

Other Operational &

Financial Audits, Reliability Audits,
20% 25%

Affiliated
Transactions Audits, RTO & ISO Audits,
15% 10%
Merger & LOATT Audits, 10%
Acquisition Audits,
10% Market-Based Rates

Audits, 10%

Open Access Transmission Tariff Audits. The open access transmission tariff compliance audit program was established
to address a major Commission strategic initiative to provide open access to the bulk power system to all customers
seeking transmission service. In FY 2010, the Commission will ensure that transmission providers and customers com-
ply with the tariff requirements and guidance issued in Order No. 890. In particular, the Commission will focus its au-
dits on testing compliance with tariff provisions governing Open Access Same-Time Information System (OASIS) post-
ings, network resource facilities credits, redispatch and conditional firm service, and use of network service. In FY
2008, the Commission completed 12 audits related to companies’ compliance with Order No. 890 and three comprehen-
sive audits associated with companies’ compliance with their open access transmission tariff on file with the Commis-
sion.

Merger and Acquisition Audits. The Commission will determine compliance with the conditions in its orders approving
mergers and acquisitions under section 203 of the FPA to protect against inappropriate cross-subsidization or encum-
brances of utility assets for the benefit of a nonutility associate company. The Commission has initiated audits in this
area beginning in FY 2009 and will continue performing them into FY 2010.
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Affiliated Transactions Audits. These audits were undertaken to ensure that companies are not inappropriately cross-
subsidizing or granting special preferences to affiliates for the benefit of nonutility affiliated companies. The Commis-
sion ensures compliance with specific and detailed record retention rules for holding companies and their affiliates and
its standardized Uniform System of Accounts that must be followed by all centralized service companies. These rules
provide greater transparency which protects ratepayers from paying improper service company costs. Finally, the Com-
mission will ensure that centralized service companies comply with filing requirements for the Form No. 60 annual re-
port, which contains financial information and information related to non-power goods and services provided to affili-
ates. The Commission has completed three affiliate transaction audits that were initiated in FY 2008. The Commission
anticipates a slight annual increase in the number of audits completed in this area through FY 2010.

Market-Based Rate Authority Audits. The Commission began market-based rate authority audits to ensure compliance
with Order No. 697, which became effective in FY 2008. The focus of these audits will include the requirements placed
on companies related to their market-based rate authority, including those related to making sales to affiliates to ensure
that companies are not engaging in affiliated abuse. These audits were also undertaken to bolster transparency to the
public by verifying that companies are accurately reporting transactional information in EQRs filed with the Commis-
sion. The Commission completed two audits in FY 2008, with an increase in the amount to be completed each year
through FY 2010.

Other Operational and Financial Audits. Besides the major program areas cited above, the Commission has the respon-
sibility to ensure compliance with all of its rules and regulations. In this regard, the Commission will continue its opera-
tional and financial audits. These audits are generally narrow in scope and cover the following areas: financial securities
orders, interconnection rules, gas tariffs, wholesale fuel adjustment clause tariffs, standards of conduct and affiliate re-
strictions compliance, cash management programs, electronic quarterly reporting, OASIS and gas websites, annual
charge assessments, Uniform System of Accounts, blanket authorizations, and filing requirements of the Commission.
Specifically, the Commission will audit RTOs and ISOs to ensure their expenses are properly accounted for and cor-
rectly reported. In FY 2008, 39 audits in these categories were completed. As a result of these audits, the Commission
ensured that various companies complied with and implemented 19 remedial actions. Remedial actions included in com-
pliance plans included refunds, accounting reclassifications, organizational, procedural, and process remedies. The
Commission expects to include these audit topics in larger, multi scope audits in FY 2010.

3.B.3: ENCOURAGE SELF-POLICING AND —REPORTING OF VIOLATIONS

Self-Reports and No Action Letters. As a result of developments in FY's 2007 and 2008, the Commission expects that
by FY 2010 there will be an increase in communications by the regulated community regarding actual or potential viola-
tions. The Commission received 31 self-reports in FY 2007 and 68 in FY 2008.

In FY 2007, staff received eight no-action letter (NAL) requests and six in FY 2008. Although the Commission has of-
fered a “No Action letter” guidance process in the past, in FY 2008 the Commission greatly expanded its scope and
availability. In addition, as the regulated community begins to appreciate (through review of reported case results, peri-
odic reports on enforcement by the Commission, and other means) that, even where potential penalties are higher than in
the past, there is real value in self-reporting violations, the Commission will likely experience a continued rise in such
self-reports. In particular, recent Commission pronouncements have emphasized the importance of formalized compli-
ance programs which should contain elements that generate self-reporting of violations. In FY 2010, the Commission
will devote 400-500 hours of staff resources to encourage this proactive conduct.
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MANAGEMENT INITIATIVES THAT SUPPORT THE COMMISSION

Human Capital Management. FY 2010 is the culmination of four years of growth in the Commission’s electric, reli-
ability, and enforcement programs. From FY 2007 through FY 2010, the Commission’s FTE authority will increase 233

FTEs or 18 percent. At the same time, the Commission is

combating increased competition for entry level and experi-

enced staff, as well as the impact of the retirement of the baby boom generation. These factors present numerous chal-

lenges to the Commission in FY 2010.

Since FY 2007, 74 percent of the Commission’s new
hires and 95 percent of its requested FTE increases have
been for mainstream occupations. In FYs 2007 and 2008,
despite increases in authorized FTEs, mainstream depar-
tures exceeded mainstream hires primarily due to delays
or uncertainties related to funding caused by extended
Continuing Resolutions.

Background Facts:
e Average age of the Commissions work force is 46
Average age of Executive staff is 53
taff retires at 60 years old with 30 years of sei
gible to retire in FY 2010 is 519 or 3
t will be 60 years old and have 30
in FY 2010 is 103 or 7.5% ,,

Mainstream occupations are Accountants, Audito
Attorneys, Energy Industry Analysts, Engineers, and
Environmental Scientists

Specific Challenges. Currently, the Commission is hav-
ing difficulty recruiting for the electric, reliability, and
enforcement programs because of their high demand in
the private sector. The extremely dynamic private business environment offers higher pay at all levels to each of these
job functions. The competition for these recruits extends to other federal agencies as well which adds to the difficulty of
this situation. Not only is the competition fierce for new hires, the same public and private organizations lure away cur-
rent Commission staff. This is most acute in terms of electrical engineers. In most cases, the Commission is not suc-
cessful in hiring or retaining electrical engineers when in direct competition with another organization. In addition to
compensation-related issues, the Commission has not been able to react fast enough to hire or retain these individuals.
Compounding this problem is the Commission’s aging workforce that is projected to retire in larger numbers starting in
FY 2010.

To mitigate the hiring-related obstacles, the Commission offers a full range of recruiting incentives to attract talented
staff including student loan repayment and recruitment bonuses. FERC also provides a number of work life benefits
such as onsite daycare and a fitness center, transit subsidy, Alternative Work Schedules and flexi-place, and significant
training opportunities. The Commission was ranked in the top ten for small agencies for best places to work by the 2008
OPM Federal Human Capital survey. Despite these positive incentives, competing with private sector salaries continues
to be a significant challenge.

The increase in FTE authority and the projected attrition are anticipated to peak in FY 2010, leaving the Commission in
a position to hire approximately 150 new staff and provide support services to 1,528 FTEs. To facilitate this workload
and to improve its effectiveness, the Commission received approval to migrate its payroll and support operations from
the Department of Agriculture’s National Finance Center to the Department of Interior’s National Business Center. This
action will streamline the processing of personnel actions, will replace the current human resource system with a fully
federalized system that is web based and more intuitive to the user, and provide FERC with a fully staffed customer sup-
port operation that is knowledgeable in federal human resources issues. It will also provide enhanced data mining capa-
bilities that are required to adequately analyze and refine the Commission’s workforce requirements. This migration will
also augment the Commission’s human resources department with professional staff on an as needed basis. The Com-
mission projects a savings of $1.6 million annually beginning in FY 2011. The migration effort began in FY 2009 and
will take approximately 15 months at a projected cost of $1.3 million.

Logistics Management. To support the recruiting efforts associated with the reliability program, the Commission estab-
lished a satellite office for reliability in Hagerstown, MD, for 30 electrical engineers. The Commission’s experiences
have shown that although many qualified electrical engineers were interested in working for FERC, they were reluctant
to move to the Washington DC area. The city of Hagerstown was chosen because of its proximity to the FERC head-
quarters and its more reasonable housing costs. In October 2009, this office will also serve as the Commission’s Conti-
nuity of Operations (COOP) site. The annual rent for this location is projected to be $500,000.
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As the Commission hires additional staff to meet its expanding program requirements, it will need to make extensive
building alterations and purchase equipment for approximately 150 FTEs in FYs 2009 and 2010. Over these two fiscal
years, the Commission expects to incur costs for building alterations, furniture, and equipment to support the additional
personnel. In addition to these expenses, FERC is requesting $1.5 million in FY 2010 to lease additional office space in
the NoMa region of Washington, DC to accommodate the additional staff.

Information Technology. Information technology is one of the primary supports for meeting each of the Commission’s
three strategic goals. FERC continues to focus IT investments on enterprise services and infrastructure (core infrastruc-
ture, network and data security, and eGovernment) that directly support all strategic goals. In FY 2009, the Commission
will complete the upgrade of all employee desktop and mobile computers to the Federal Desktop Core Configuration,
will migrate a majority of the servers to a virtual processor, will improve the disaster recovery storage area network envi-
ronment, and will upgrade the network switches, routers, and security and monitoring devices to more redundant, higher
capacity devices. In FY 2010, these key infrastructure investments will be used to quickly deploy information services
and tools. Also in FY 2009, the Commission will better secure end-point access control, more thoroughly segment its
network, and employ additional internally and externally-provided security operations monitoring and control. These
actions will allow FERC, in FY 2010, to operate and maintain its systems with low risk, even as security threats continue
to evolve in scope and complexity.

In FY 2009, the Commission will also finish preparation for the FY 2010 deployment of eTariff to complete the FERC
Online set of eGov services and the Commission’s ability to accept electronic filing of virtually all documents filed with
the Commission. The Commission will complete a market survey of enterprise Geographic Information System (GIS)
services in FY 2009 in order to begin migrating the departmental GIS to an enterprise system in FY 2010. A centralized
GIS will allow for better use of GIS by staff and will take advantage of GIS datasets and services provided by other
agencies and information sources.
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OBJECT CLASS SUMMARY
(Dollars in Thousands)
FY 2008 FY 2009 FY 2010
Actual Estimate Request

11.9  Personnel Compensation $ 134,368 $ 156,573 $ 172,833
12.1  Benefits 33,877 40,176 43,144
13.0  Benefits for Former Personnel 28 10 10

Total, Personnel Compensation & Benefits $ 168,273 $ 196,759 $ 215,987
21.0  Travel and Transportation of Persons 3,481 4213 4,426
22.0  Transportation of Things 2 1 1
23.1 Rental Payments to GSA 20,342 20,870 23,877
23.2  Rental Payments to Others 493 569 590
23.3  Communications, Utilities & Misc. Charges 1,595 2,339 2,323
24.0  Printing and Reproduction 2,431 2,390 2,704
25.0  Other Services 40,690 39,778 43,925
25.1  Advisory and Assistance 6,435 7,694 8,847
25.2  Non-Federal 7,829 6,167 7,873
25.3 Federal 724 815 1,140
25.4  Operation & Maintenance of Facilities 2,833 1,569 1,677
25.7  Operation & Maintenance of Equipment 22,869 23,533 24,388
26.0  Supplies and Materials 1,149 1,151 1,229
31.0 Equipment 9,216 5,256 2,855
41.0  Grants, Subsidies & Contributions 17 49 58
42.0  Insurance Claims and Indemnities - 25 25

TOTAL, OBLIGATIONS $ 247,689 $ 273,400 $ 298,000

Application of Prior Years' ) i )

Budget Authority

GROSS BUDGET AUTHORITY $ 247,689 $ 273,400 $ 298,000

Offsetting Receipts (247,689) (273,400) (298,000)

NET BUDGET AUTHORITY $ - $ - $ -

SHOIANAdAY
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RESOURCE REQUEST BY INDUSTRY

% (+/-
Program Funding FY 2008 FY 2009 FY 2010 FYOZE)OQ)tO
(Dollars in Thousands) Actual Estimate Request FY 2010
Electric Power $ 122,001 $ 142,073 $ 159,122 12.00%
Natural Gas & 65,478 68,419 71,892 5.10%
Oil Pipelines
Hydropower 60,210 62,908 66,986 6.50%
Total $ 247,689 $ 273,400 $ 298,000 9.00%
% (+/-)
Program FTEs FLJ{ZS:IS Elii?gti ';Z i%ig FY 2009 to
q FY 2010
Electric Power 636 773 832 7.60%
Natural Gas & 343 371 372 0.30%
Oil Pipelines
Hydropower 303 321 324 0.90%
Total 1,282 1,465 1,528 4.30%
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APPENDIX C: WORKLOAD TABLES

This appendix shows the portion of the Commission’s work that can be objectively counted by workload category in energy
markets and energy projects.
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FY 2007 FY 2008 FY 2009 FY 2010
Actual Actual Estimate Projection
Pipeline Certificates P R C P R (03 P R C P
Construction Activity 62 122 108 76 120 120 76 130 130 76
Prior Notice & Abandonments 10 96 58 48 90 90 48 100 100 48
Compliance Filings & Reports 91 274 198 167 284 421 30 284 254 60
Environmental Analysis 59 135 139 55 145 143 57 155 152 60
Compliance & Safety Inspections 0 1,003 1,003 0 1,073 1,073 0 1,147 1,147 0
LNG Inspections 0 12 12 0 13 13 0 16 16 0
Rehearings 11 44 39 16 14 24 6 14 14 6
Complaints 1 2 2 1 2 2 1 3 3 1
Declaratory Orders 0 7 5 2 5 5 2 5 5 2
Remands 4 11 4 11 2 11 2 2 2 2
Dispute Resolution Services 1 4 4 1 4 2 3 6 6 3
Hydropower Licensing P R C P R (03 P R C P
Original Licenses 16 7 5 18 10 5 23 10 10 23
Relicenses 57 13 13 57 8 15 50 9 15 44
5 MW Exemptions 2 2 1 3 3 2 4 3 3 4
Rehearings 4 3 7 0 4 4 0 3 3 0
Declaratory Orders 0 2 2 0 1 1 0 1 1 0
Remands 1 0 0 1 0 1 0 1 1 0
Cases Set for Hearing 0 0 0 0 0 0 0 0 0
Dispute Resolution Services 0 2 2 0 3 2 1 4 2 3
At P | R | e | P | R | c P | R | C| P
Amendments 149 2,300 2,149 300 2,400 2,250 450 2,600 2,650 400
Jurisdiction 1 12 11 2 8 7 3 12 10 5
Federal Lands 160 160 90 90 0 90 90 0
Headwater Benefits 140 138 120 120 150 145 11
Compliance 109 450 509 50 400 350 100 400 350 150
Surrenders, Transfers 8 35 26 17 35 30 22 35 40 17
Conduit Exemptions 0 4 4 0 4 4 0 4 4 0
i‘;;isrt"a‘g:mal Inspections And 0 125 125 0 125 125 0 125 125 0
Preliminary Permits 218 100 294 24 205 200 29 205 200 34
Rehearings 16 53 59 10 50 50 10 50 50 10
Complaints 0 0 0 0 1 1 0 1 1 0
Dispute Resolution Services 1 1 2 0 3 1 2 5 4 3

Key: P = Pending at year-end; R = Received; C= Completed
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FY 2007 FY 2008 FY 2009 FY 2010

Actual Actual Estimate Projection
Dam Safety an Inspections P R C P R Cc P R C P
Operational Inspections’ 1,252 1,442 1,529 1,165 1,437 1,436 1,166 1,400 1,400 1,166
Prelicense Inspections 5 5 8 2 8 8 2 5 5 2
Construction Inspections 72 152 120 104 159 156 107 150 150 107
Exemption Inspections 214 284 330 168 287 280 175 280 280 175
Special Inspections 63 136 154 45 113 113 45 125 125 45
Engineering Evaluation & Studies 1,077 6,141 6,283 935 6,094 6,040 989 600 600 989
Part 12 Reviews 228 208 326 110 238 230 118 225 225 118
Dam Safety Reviews 22 31 46 7 36 36 7 36 36 7
EAP Tests — Functions 32 81 72 41 52 52 41 55 55 41
EAP Tests — Table Top 9 23 27 5 54 54 5 55 55 5
Rates and Tariffs P R © P R C P R © P
gjzsce“iﬁcates & Rate Evalua- 49 100 95 54 80 60 74 80 80 74
Market-Based Rates 383 2,558 1,762 1,179 2,020 2,980 219 2,020 2,100 139
?Eilsé’c‘gfcl;esomﬁon Services 4 17 12 9 18 20 7 22 16 13
Rehearings (Electric) 267 283 242 308 300 300 308 300 300 308
Complaints (Electric) 22 37 47 12 40 45 7 40 45 2
Declaratory Orders (Electric) 19 35 39 15 30 35 10 30 35 5
Remands (Electric) 19 7 11 15 5 15 5 5 5 5
Negotiated Rates 32 437 414 55 330 335 50 330 330 50
Cost-Based Rates 269 2,033 1,977 325 1,830 1,860 295 1,830 1,830 295
Service Terms and Conditions 78 240 291 27 400 350 77 1,150 750 477
Dispute Resolution Services (Gas) 0 1 0 1 3 1 3 5 5 3
Rehearings (Gas) 25 52 49 28 50 55 23 45 50 18
Complaints (Gas) 1 5 3 3 3 3 3 3
Declaratory Orders (Gas) 1 1 1 1 0 1 1 0
Remands (Gas) 1 3 2 3 1 2 2 1
RTO, ISO, & Transco Filings 30 156 145 41 245 255 31 245 245 31
Compliance Certificate Rate 548 1,072 889 731 960 1,170 521 960 1,060 421
Compliance Refund Reports 95 160 131 124 90 135 79 90 95 74
Dispute Resolution Services (Oil) 0 1 0 1 3 2 2 3 2 3
Rehearings (Oil) 45 89 73 61 60 100 21 50 60 11
Complaints (Oil) 13 7 16 4 8 10 2 8 10 0
Declaratory Orders (Oil) 1 3 2 2 4 0 2 2
Remands (Oil) 2 5

Key: P = Pending at year-end; R = Received; C= Completed

9. Includes approximately 50 inspections per fiscal year for DOE and NRC
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FY 2007 FY 2008 FY 2009 FY 2010
Actual Actual Estimate Projection

Corporate Applications P R C P R (03 P R C P
Interlocking Positions 70 779 712 137 650 690 97 650 660 87
Mergers 3 14 17 0 10 10 0 10 10 0
Asset Acquisitions or Dispositions 23 123 124 22 130 135 17 130 130 17
Cogeneration/Small Power Pro- 150 1,195 | 1,324 21 1,220 880 361 1220 | 1220 361
ducers (QF)
Compliance & Other Corporate 37 134 146 25 95 80 40 95 100 35
Filings
Dispute Resolution Services 0 0 0 0 0 0 0 0 0 0
Electric Grid Reliability P R C P R C P R C P
Reliability Standards 32 13 26 19 27 29 17 68 67 18
Interpretations/Erratas of Reliabil-| ;5 2992 | 3,708 | 23 | 2062 | 165 | 2020 | 580 | 2203 | 397
ity Standards
Reliability Filings by ERO/RE 22 70 43 49 22 51 20 35 55 0
Reliability Readiness Reviews 0 8 8 0 10 10 0 10 10 0
Standards Compliance Audits 0 8 7 1 13 11 3 13 13 3
Notices of Penalty-Violations 0 105 105 0 631 526 105 1,200 1,205 100
Registry Appeal Filings 7 8 11 4 7 9 2 7 8 1
Legal Matters P R C P R C P R C P
Cases Set for Hearing 65 84 73 76 60 60 76 65 65 76
Dispute Resolution Services 9 46 45 10 35 35 10 35 30 15
(Outreach)
Settlement Judge Proceedings 40 52 58 34 60 50 44 65 55 54
Appellate Review 155 120 120 155 125 130 150 125 130 145
Audits 12 74 60 26 48 54 20 50 50 20
Accounting 7 160 145 22 165 150 37 170 155 52

Key: P = Pending at year-end; R = Received; C= Completed
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PERFORMANCE MEASUREMENT DATA FOR ENERGY INFRASTRUCTURE: FY 2005—FY 2010

FY 2005

Performance Measurement

Performance Target

Result

Percentage of pipeline certificate cases
completed in specified time frames

85% of cases completed within the fol-
lowing time frames:

= unprotested cases that involve no
precedential issues, 159 days

= protested cases that involve no prece-
dential issues, 304 days

= cases of first impression or containing
larger policy implications, 365 days

= cases requiring a major environmental
assessment or EIS, 480 days

Target Met. During FY 2005, the fol-
lowing percentages of cases were com-
pleted within the stated targets:

= 93%

= 100%

= 100%

= 89%

Inspect each major onshore pipeline
project at least once every four weeks
during ongoing construction activity

100% of qualifying projects inspected
per established schedule

Target Met. During FY 2005, 100% of
qualifying projects were inspected per
the established schedule.

Time to complete NEPA Prefiling Proc-
ess

8 months after a complete application is
filed

Target Met. During FY 2005, 100% of
applications completed the NEPA Pre-
filing Process within the stated target.

Percentage of relicense filings based
upon alternative licensing process
(ALP)

25% of all relicense cases using ALP

Target Met. During FY 2005, 39% of
relicense cases used the ALP.

Yearly increase in the percentage of
hydropower projects using the ILP pre-
filing process

25%

Target Met. Due in large part to staff
outreach efforts, the percentage of hy-
dropower projects using the ILP in-
creased by 450% during FY 2005.

Average processing times for hydro-
power relicensing

Additional 5% reduction each year

Target Met. During FY 2005, the aver-
age processing time for hydropower
relicensing reduced by 5.5%.

Percentage of final NEPA documents,
required for hydropower license appli-
cations filed after FY 2002, completed
within specified time frames

75% of final NEPA documents prepared
for licenses approved within the follow-
ing time frames:

= ALP case, less than 16 months

= Traditional case, less than 24 months

Target Met. 100% of final NEPA docu-
ments were prepared within the stated
targets for both the ALP and TLP cases
during FY 2005.

Percent of final NEPA documents based
upon comprehensive settlement agree-
ments completed within specified time
frames

75% of final NEPA documents prepared
for final comprehensive license settle-
ment agreements are completed within
12 months

Target Met. 92% of final NEPA docu-
ments were completed within 12 months
during FY 2005.

Reduction in the number of barriers to
entry for new generators and reduction
in the potential for undue discrimination
against new generators, by streamlining
and standardizing interconnection terms
and conditions in non-independent
transmission provider tariffs

75% of all open access transmission
tariffs will have standard generator in-
terconnection procedures in compliance
with Order No. 2003 (and small genera-
tor final rule) by the end of FY 2005

Target Met. During FY 2005, the Com-
mission completed 96.9% (31 of 32) of
the open access transmission tariff com-
pliance filings received, which also
have standard generator interconnection
procedures that comply with Order No.
2003.

Note: Filings required under Order No.
2006 (small generator final rule) were
not reflected in these results since they
are contingent upon the issuance of the
final rule on electronic tariff filing,
which was not completed by the end of
FY 2005.
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FY 2005

Performance Measurement

Performance Target

Result

Effectiveness of regional planning proc-
esses in each region of the country

Establish benchmarks assessing how
well each region is meeting the neces-
sary criteria for regional planning,
which includes:

= an open and inclusive process for
stakeholder involvement

= objective cost allocation criteria

= equal opportunity for a variety of
technologies

= aprocess to reduce congestion

Target Met. In March 2005, bench-
marks that meet the stated targets were
developed and presented to the RTO
and ISO Boards of Directors during a
meeting at the Commission.

Timeliness of processing requests for
cost recovery, new services, or changes
to existing services

100% of all cases processed by statutory
action date

Target Not Met. Almost 99.9% of the
more than 3,000 statutory cases were
completed by the statutory action date.

This performance target was set at an
approximate level, and the deviation
from that level is slight. This difference
had no effect on overall program per-
formance.

Timeliness of Commission Opinions, to
provide ratepayers with regulatory cer-
tainty with respect to rates set for hear-
ing

85% of all Commission Opinions issued
within 12 months of Briefs Opposing
Exceptions to Initial Decisions on rates
set for hearing

Target Met. During FY 2005, 100% of
Commission Opinions were issued
within 12 months of the Briefs Oppos-
ing Exceptions to Initial Decisions on
rates set for hearing.

Timeliness of resolving cost recovery
proposals for new infrastructure, to pro-
vide investors with regulatory certainty

85% of all merits orders accepting,
modifying, or rejecting timely filed
proposals, including time for hearing,
ADR, or settlement judge participation,
issued by date requested by applicant to
meet its construction/financing schedule

Target Met. During FY 2005, The
Commission issued 95% of the 224
merits orders to resolve cost recovery
proposals for new infrastructure by
requested date or, in the case of gas
pipeline certificate applications, contrib-
uted rate inserts to allow timely comple-
tion.

Implementation of rate flexibility or
incentives to encourage needed additions
to energy infrastructure

Increase in the number of innovative or
flexible rate designs in effect, by ap-
proving rate proposals or issuing policy
statements providing rate flexibility or
incentives needed for infrastructure
additions

Target Met. During FY 2005, the Com-
mission approved several rate proposals
and issued a policy statement on ITCs,
which collectively accomplished the
stated targets.

Participation with NERC in reliability
readiness reviews over next 3 years to
ensure grid reliability

One-third of the Nation’s control areas
reviewed with NERC annually

Target Met. During FY 2005, the Com-
mission participated in 35 of the 44
NERC scheduled control area audits,
which exceeds one-third of the Nation’s
approximately 100 control areas.

This result is based on an estimate since
NERC continues to re-define what con-
stitutes a “control area.” In future years,
the Commission is no longer basing its
performance on the number of “control
areas,” but rather on “load capacity.”
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FY 2005

Performance Measurement

Performance Target

Result

Timeliness of processing proposals to
recover prudently incurred costs to im-
prove the reliability of the transmission
grid

100% of all filings, including innovative
proposals, seeking recovery of reliabil-
ity costs in transmission rates processed
by the statutory action date

Target Not Met. The Commission proc-
essed 99.7% (313 out of 314) of these
filings by the statutory action date dur-
ing FY 2005.

This performance target was set at an
approximate level, and the deviation
from that level is slight. This difference
had no effect on overall program per-
formance.

Clarity and enforceability of reliability
rules, with effective penalties for non-
compliance

Assess each region’s reliability rules
and penalties to determine whether they
specify reliability violations and include
enforceable and effective penalties

Target Met. After assessing the reliabil-
ity rules of the six existing RTOs/ISOs
in various regions of the country, the
Commission determined that the rules
specify reliability violations and include
enforceable and effective penalties.

Require each new RTO or ISO to ad-
dress reliability considerations prior to
becoming operational

Target Met. Prior to becoming opera-
tional, each of the six existing RTOs/
ISOs addressed reliability considera-
tions.

Enhance reliability oversight by creat-
ing a new reliability division

Division operational by end of fiscal
year

Target Met. The Commission’s Reli-
ability Division was operational in Oc-
tober 2004.

Timeliness of processing proposals to
recover prudently incurred costs to safe-
guard the security and safety of energy
transportation and supply infrastructure

100% of all filings, including innovative
proposals, seeking recovery of security
and safety costs in jurisdictional rates
processed by statutory action date

Target Met. The Commission proc-
essed 100% of the fourteen oil pipeline
and three gas pipeline filings by the
statutory action date.

Evaluate the effectiveness of Commis-
sion required resources protection meas-
ures, and disseminate information on
the results.

Conduct a workshop and disseminate
one report on the results of the evalua-
tion.

Target Met. During FY 2005, the Com-
mission conducted a workshop on
shoreline management and issued a
report on its evaluation of recreation
mitigation effectiveness.

Maintain environmental quality at hy-
dropower projects.

Resource protection measures con-
structed and implemented according to
license requirements.

Target Met. Environmental inspections
during FY 2005 indicated that all re-
source protection measures at inspected
projects were constructed and imple-
mented according to license articles.

Enhance dam safety

100% of high- and significant-hazard-
potential dams inspected annually

Percentage of high- and significant-
hazard-potential dams meeting all cur-
rent structural safety standards remains
uniformly high

100% of qualifying dams in compliance
with EAP requirements

Target Met. During FY 2005, the fol-
lowing percentage of dams met the
stated targets:

= 100%

= 95%

= 100%

Timely handling of critical energy infra-
structure information (CEII) without
disrupting requesters’ participation
rights in other proceedings

No requester’s failure to obtain CEII in
a timely manner will affect requester’s
ability to participate effectively in a
proceeding

Target Met. The Commission received
no complaints from requesters regarding
their ability to participate effectively in
a proceeding during FY 2005.
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FY 2005

Performance Measurement

Performance Target

Result

Prevent unauthorized access to security-
related documents

No instances of unauthorized access to
security-related documents

Target Met. During FY 2005, the Com-
mission did not have an instance of
unauthorized access to security-related
documents reported.

Number of instances of improved regu-
lation to facilitate security and emer-
gency response

Number of specific measures (e.g.,
number of security surcharge requests
approved and gas allocation principles
set)

Target Met. During FY 2005, the Com-
mission improved regulation to facili-
tate security and emergency responses
by:

= approving all security surcharge re-
quests received from oil pipelines;

= approving recovery of software costs
to meet security requirements for an
electric public utility;

= approving surcharges to recover capi-
tal costs (including costs to enhance
security) for two natural gas pipelines;
and

= issuing notices in response to Hurri-
canes Katrina and Rita, waiving certain
reporting requirements and non-
statutory deadlines for specified periods.

FY 2006

Performance Measurement

Performance Target

Result

Develop strategic plan and timeline for
transmission line siting group

By August 31, 2006

Target Met. The strategic plan and
timeline were in place by August 31,
2006. Steps have been taken to estab-
lish a transmission line siting group
including: the issuance of a Notice of
Proposed Rulemaking (NOPR) to estab-
lish the necessary rules and regulations
to process applications filed with the
Commission and posting openings to fill
these essential positions.

Issue final rules on mandatory pre-filing
process for LNG terminal proposals

Within 60 days of enactment of EPAct
2005

Target Met. The Commission issued
regulations on the mandatory pre-filing
process for LNG terminal proposals
within 60 days of the enactment of
EPAct 2005. The Pre-Filing Rule was
issued on October 7, 2005 in Docket
No. RM 05-31-000, Order 665; the
effective date of the rule was November
17, 2005.

Complete Memorandum of Understand-
ing (MOU) with Secretary of Defense
on coordination of LNG facilities affect-
ing active military installations

By March 31, 2006

Target Not Met. Both DoD contacts
retired or were transferred during nego-
tiations. A new DoD contact was as-
signed in July 2006 and negotiations are
underway again. This did not impact
operations.

Issue reports to Congress on Alaska
Natural Gas Pipeline

Reports issued in February 2006 and
August 2006

Target Met. Reports issued February 1
and July 10, 2006.
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FY 2006

Performance Measurement

Performance Target

Result

Establish rules for transmission infra-
structure incentives

Issue rules by August 8, 2006

Target Met. Docket No. RM06-4-000;
Final Rule, Order No. 679, “Promoting
Transmission Investment through Pric-
ing Reform,” issued July 20, 2006.

Identify requirements for establishing a
communications system with transmis-
sion owners and RTOs on status of
transmission lines

Issue report to Congress by February 4,
2006

Target Met. Report entitled “Steps to
Establish a Transmission Monitoring
System for Transmission Owners and
Operators within the Eastern and West-
ern Interconnections,” submitted to
Congress on February 2, 2006.

Establish process to review ERO pro-
posed initial reliability standards

By March 31, 2006

Target Met. Developed a rulemaking
process and timeline for addressing the
initial reliability standards; the process
and timeline were approved by the
Commission in March 2006.

Issue report to Congress on operator
training

By December 31, 2005

Target Not Met. Although a compre-
hensive study of the current state of
control room operator training across
the bulk power system of the United
States was completed in early Decem-
ber, the report has not yet been sent to
Congress. The Commission is currently
involved in a comprehensive rulemak-
ing related to ERO reliability standards
which will include standards related to
operator training. This did not nega-
tively impact operations.

Percentage of qualifying, major, on-

100% of projects inspected at least once

et . - . o
shorq pipeline projects mspected during every four weeks 100%
ongoing construction activity
= 90% of unprotested cases within 159
Percentage of pipeline certificate cases days of filing = 94%
with no precedential issues completed = 90% of protested cases within 304 = 100%
days of filing
Percentage of pipeline certificate cases
of first impression or containing larger 90% within one year of filing 100%
policy implications completed
Percentage of pipeline certificate cases
requiring a major environmental assess- | 90% within 18 months of filing 100%
ment or EIS completed
Percentage Of. quahfylpg LNG planFs 100% of plants inspected at least once
inspected during ongoing construction . 100%
s every eight weeks
activity
Percentage of LNG import terminals 100% inspected annually 100%
inspected
Percc?ntage of LNG peak-shaving termi- 50% inspected annually 50%
nals inspected
Percentage of ILP pre-filing notices for
NOI/PAD and initial scoping document | 85% within 60 days of NOI/PAD filing 100%
issued
Percentage of ILP pre-filing scoping 85% within 90 days of NOI/PAD filing | 100%

meetings and site visits completed
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FY 2006

Performance Measurement

Performance Target

Result

Percentage of ILP pre-filing study plan

V) 1 1 1 0,
determinations completed 85% within 315 days of NOI/PAD filing | 100%
Percentage of final NEPA documents
issued for ALP/TLP cases with settle- 85% within 12 months 94%
ment agreements
Percentage of final NEPA documents
issued for ALP/TLP cases without set- 85% within 24 months 94%

tlement agreements

Percentage of non-independent trans-
mission provider open access transmis-
sion tariffs that have standard generator
interconnection procedures in compli-
ance with Order No. 2003 and small
generator final rule

75% by September 30, 2006

Target Met. 100% compliance with
Order No. 2006, “Standardization of
Small Generator Interconnection Agree-
ments and Procedures,” issued May 12,
2005, was established through language
contained in paragraph 544 of the Final
Rule, as follows: “On the effective date
of this Final Rule...the OATTs [open
access transmission tariffs] of all non-
independent Transmission Providers are
deemed revised to include the Final
Rule SGIP [Standard Generator Inter-
connection Procedures] and SGIA Stan-
dard Generator Interconnection Agree-
ment].” In accordance with other lan-
guage in the same paragraph, no further
amendment to include the SGIP and
SGIA in a Transmission Provider’s
OATT is required until compliance is
due in the Commission’s pending rule-
making on Electronic Tariff Filings.

Compliance with Order No. 2003 (large
generator rule) was completed and re-
ported on during FY 2005 (see previous
results).

Percentage of cases for cost recovery,
new services, or changes to existing
services processed

= 100% of NGA section 4 cases in 30
days

= 100% of FPA section 205 cases in 60
days

Target Met. 100% of the more than
3,350 statutory cases were completed by
the statutory action date.

Percentage of rate cases set for hearing
completed according to the established
schedule

= 75% of Track I cases in 29.5 weeks
= 75% of Track II cases in 47 weeks
= 75% of Track III cases in 63 weeks

= There were no Track I cases
= 90% of Track II cases in 47 weeks
= 94% of Track III cases in 63 weeks

Percentage of rate cases set for hearing
that achieve partial or complete consen-
sual agreement

75%

78%

Percentage of Commission Opinions
issued once Briefs Opposing Exceptions
to Initial Decisions are filed

90% within 12 months

Target met. 100% (10 of 10) Initial
Decisions processed within 12 months
of Briefs Opposing Exceptions.

Percentage of merit orders accepting,
modifying, or rejecting timely filed cost
recovery proposals for new infrastruc-
ture submitted (including time for hear-
ing, ADR, or settlement judge participa-
tion)

95% by applicant request date

Target Met. 96% of the 120 merit or-
ders to resolve cost recovery proposals
for new infrastructure were issued by
statutory or requested date as applica-
ble. In the case of gas pipeline certifi-
cate applications, contributed rate in-
serts to allow timely completion.
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FY 2006

Performance Measurement

Performance Target

Result

Timeliness of issuing environmental
licensing requirements

Licensing responsibility letters sent
within 45 business days of license issu-
ance date

Target Met. All licensing responsibility
letters were issued within 45 days of
license issuances.

Percentage of NEPA documents com-
pleted for projects utilizing the pre-
filing processes

85% within 8 months of determining a
pipeline or LNG facility application
complete

100%

Participation in NERC / industry reli-
ability readiness reviews

= 100% of the Reliability Coordinators
= Large entities which represent 80% of
the load served by all entities reviewed
by NERC

Target Met. FERC participated in
100% of NERC’s Reliability Coordina-
tor reviews (5 of 5), and participated in
22 readiness reviews of large entities
which represent 94.5% (125,503 MW)
of the load served by all entities re-
viewed by NERC (132,796 MW).

Issue final rule on Electric ERO certifi-
cation and mandatory reliability stan-
dards enforcement

Rule issued by February 4, 2006

Target Met. Docket No. RM05-30-000;
Final Rule, Order No. 672, “Rules Con-
cerning Certification of the ERO; and
Procedures for the Establishment, Ap-
proval, and Enforcement of Electric
Reliability Standards,” issued February
3, 2006.

Percentage of new RTOs or ISOs per-
forming reliability functions included in
Orders No. 2000 or No. 888, respec-
tively

100%

No new RTOs or ISOs were established
during the performance period.

Percentage of merit orders accepting,
modifying, or rejecting timely filed
proposals to recover prudently incurred
reliability costs submitted (including
time for hearing, ADR, or settlement
judge participation)

95% by applicant request date

Target Met. 100% of the 394 merit
orders to resolve cost recovery propos-
als for reliability were issued by statu-
tory or requested date, as applicable.

Percentage of merit orders accepting,
modifying, or rejecting timely filed
proposals to recover prudently incurred
safety and security costs submitted
(including time for hearing, ADR, or
settlement judge participation)

95% by applicant request date

Target Met. 100% of the 20 relevant
filings (i.e., oil pipelines) were com-
pleted by the statutory action date.

Percentage of high- and significant-
hazard-potential dams inspected annu-
ally

100%

100%

Percentage of high- and significant-
hazard-potential dams that either meet
all current structural safety standards or
are undergoing investigation or reme-
diation

100%

100%

Percentage of qualifying dams that ei-

ther comply with EAP requirements or
are conducting follow-up action(s) on

outstanding item(s)

100%

100%

Number of instances of unauthorized
access to CEIIL

No instances

Target met. No instances.

Number of complaints from CEII re-
questers on inability to participate in a
proceeding due to failure to obtain CEII
in a timely manner

None

Target met. None.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Resolve Regulatory and Other Challenges to Needed Development

Issue Alaska Gas Pipeline Reports to
Congress

Issue Reports in February and August
2007

Target Met. Reports were issued on
January 31 and August 15, 2007.

Percentage of pipeline certificate cases
with no precedential issues completed

= 90% of unprotested cases within 159
days of filing

* 90% of protested cases within 304
days of filing

Targets Met.

= 98% of unprotested cases were com-
pleted within 159 days of filing.

= 100% of protested cases were com-
pleted within 304 days of filing.

Percentage of pipeline certificate cases
of first impression or containing larger
policy implications completed

90% within 365 days of filing

Target Met. 100% of cases of first im-
pression or larger policy implications
were completed within 365 days of
filing.

Percentage of pipeline certificate cases
requiring a major environmental assess-
ment or EIS completed

90% within 480 days of filing

Target Met. 94% of cases requiring a
major environmental assessment or EIS
were completed within 480 days of
filing.

Percentage of qualifying LNG plants
inspected during ongoing construction
activity

100% of plants inspected every 8 weeks

Target Met. 100% of qualifying LNG
plants (6 of 6) where construction was
occurring were inspected at least every
8 weeks.

Percentage of ILP pre-filing study plan
determinations completed

85% within 150 days of applicant’s
filing of the proposed study plan

Target Met. 90% (9 out 10) ILP pre-
filing study plan determinations were
completed within 150 days of appli-
cant’s filing of the proposed study plan.

Percentage of infrastructure studies com-
pleted

= 100% for regional and issue-based
infrastructure conferences

= 100% for Commission- and Congres-
sional-directed studies

Targets Met.

= 100% of infrastructure studies com-
pleted for regional and issue-based con-
ference.

= 100% of infrastructure studies com-
pleted for Commission- and Congres-
sional-directed studies.

Percentage of NEPA documents com-
pleted for projects utilizing the pre-filing
processes

85% within 8 months of determining a
pipeline or LNG facility application
complete

Target Met. Of the 18 projects that
utilized the pre-filing process, 100%
had final NEPA documents within 8
months of filing a complete application.

Timeliness of filings processed contain-
ing amendments to non-independent
electric transmission provider OATTs

Within 60 days of filing date or appli-
cants’ requested date, whichever is later

Target Met. All 126 amendments to
non-RTO/ISO OATTs completed within
60-day statutory timeframe.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Encourage Investment and Effect Timely Cost Recovery

Timeliness of applications processed for
incentive rates under section 205 of the
FPA

Processed by the statutory deadline for
rate filings or the applicants’ requested
date, whichever is later

Target Met. 100% of the 11 statutory
incentive rates cases were processed
within statutory timeframes.

Process cost recovery cases within rea-
sonable timeframes (including prudently-
incurred expenses to safeguard and en-
hance the reliability, security and safety
of the energy infrastructure)

= 100% of statutory cases addressed by
Commission order within statutory
deadlines

= 95% of certificate cases within 12
months or applicants’ requested date,
whichever is later

= 90% of cases set for hearing within 12
months of briefs opposing exceptions

Targets Met.

= 100% of all 3,164 statutory items,
including cost recovery cases, were
completed within statutory due dates.

= In certificate work, 97%, or 60 of 62
cases requiring rate inserts, were com-
pleted timely. Even in the cases that
were unavoidably delayed—one due to
Coast Guard involvement in approving
LNG facility, and the other subject to
environmental issues because the com-
pany did not use the NEPA pre-filing
process—the rate analyses were pro-
vided to the lead Office within the re-
quired time period.

= 100% issued within 12 months.

Establish price volatility baseline

By September 30, 2007

Not Applicable. The Commission pro-
posed to establish a price volatility
baseline. The first step in this process
was to determine what information was
available and reasonable to collect. In
FY 2007, staff reviewed available price
data and concluded that a price volatil-
ity baseline was not feasible. Because
of the lack of available data, this per-
formance measure has been discontin-
ued.

Program performance was not nega-
tively impacted as a result of not estab-
lishing a price volatility baseline.

Establish out-of-merit dispatch baseline

By September 30, 2007

Not Applicable. The Commission pro-
posed to establish an out-of-merit dis-
patch baseline. The first step in this
process was to determine what informa-
tion was available and reasonable to
collect. In FY 2007, staff contacted
transmission operators and found that
their data is inconsistent across trans-
mission systems and does not allow for
meaningful analyses to establish this
baseline. Because of the lack of consis-
tent data, this performance measure has
been discontinued.

Program performance was not nega-
tively impacted as a result of not estab-
lishing an out-of-merit dispatch base-
line.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Assure Reliability of Interstate Transmission Grid

Percentage of proposed reliability stan-
dards reviewed

100%

Target Met. Docket No. RM06-16-000;
Final Rule, Order No. 693, "Mandatory
Reliability Standards for the Bulk-
Power System," issued March 16, 2007,
in which the Commission approved 83
of 107 proposed Reliability Standards,
and directed significant improvements
to 56 of those standards. The Commis-
sion also required submission of further
information in order to evaluate the
adequacy of the remaining 24 standards.

The initial 83 standards became manda-
tory and enforceable on June 18, 2007.

In addition, the Commission approved 8
regional standards in Docket No.
RMO07-11-000; "Order Approving Re-
gional Reliability Standards for the
Western Interconnection and Directing
Modifications," issued June 8, 2007.

Develop procedures to review the per-
formance of the ERO

Complete by March 31, 2007

Target Met. Procedures were outlined
in Docket No. RM05-30-000; Final
Rule, Order No. 672, "Rules Concern-
ing Certification of the ERO; and Proce-
dures for the Establishment, Approval,
and Enforcement of Electric Reliability
Standards," issued February 3, 2006.

Percentage of NERC / industry reliability

Target Met. FERC participated in all 4

readiness reviews of Reliability Coordi- 100% of NERC's Reliability Coordinator re-
nators in which FERC participates views.
Target Met. FERC participated in 22
Percentage of load served, included in readiness reviews of large entities which
NERC / industry reliability readiness 50% represent just over 80% (332,244 MW)
reviews, in which FERC participates of the load served by all entities re-
viewed by NERC (414,101 MW).
Percentage of ERO penalty action rul- No activity, as the standards only be-
. . . . came mandatory on June 18, 2007, and
ings reviewed to prevent inappropriate 100%

rulings from going into effect by default

no ERO proposed penalties were filed
in FY 2007.

Protect Safety at LNG and Hydropower Facilities

Percentage of high- and significant-

Target Met. 100% of all high and sig-

hazard-potential dams inspected annually 100% plﬁcant hazard-potential dams were
inspected annually.

Percentage of high- and significant- Target Met. 100% of all high- and sig-

hazard-potential dams that either meet all 100% nificant-hazard potential dams meet

current structural safety standards or are current structural standards or are un-

undergoing investigation or remediation dergoing investigation or remediation.
Targets Met.

Percentage inspected annually: . 100% = All 5 of the operating LNG import

= LNG import terminals . 50% terminals were inspected.

= LNG peak-shaving facilities

= 6 of the 12 peak-shaving facilities
were inspected.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Percentage of LNG facilities that meet

Target Met. 100% of LNG facilities

all current safety standards or are subject | 100% met all current safety standards or were
of a compliance letter subject to a compliance letter.
0,
Percentage of EIS documents that con- Targe_t Met.. 100% Of EIS documents
tain sections addressing safety for Hy- contain sections relating to safety for
100% Hydropower Projects, LNG Facilities,

dropower Projects, LNG Facilities, Gas
Pipeline Projects and Storage Facilities

Gas Pipeline Projects and Storage Fa-
cilities.

Control access to CEIIL

No instances of improper access or im-
proper denial affecting national security
or Commission proceedings

Target met. No instances.

Percentage of qualifying dams that either
comply with EAP requirements or are

Target Met. 100% of qualifying dams
comply with EAP requirements or are

0,
conducting follow-up action(s) on out- 100% conducting follow-up action(s) on out-
standing item(s) standing item(s).
Percentage of LNG facility authoriza- Target Met. 100% of LNG facility
tions that incorporate consultation with 100% authorizations incorporate consultation

all appropriate agencies on security re-
lated matters

with all appropriate agencies on security
related matters.

Incorporate Environmental Considerations into Commission Decisions

Percentage of final NEPA documents
issued for ALP/TLP cases:

* with settlement agreements

» without settlement agreements

= 85% within 12 months
= 85% within 24 months

Targets Met.

= 100% of final NEPA documents (5 of
5) were issued within 12 months for
ALP/TLP cases with settlement agree-
ments.

= 100% of final NEPA documents (16
of 16) were issued within 24 months for
ALP/TLP cases without settlement
agreements.

Timeliness of issuing environmental
licensing requirements

Licensing responsibility letters sent
within 45 business days of license issu-
ance date

Target Met. All licensing responsibility
letters were sent out within 45 business
days of license issuance date.

Percentage of qualifying, major, on-
shore-pipeline projects inspected during
ongoing construction activity

100% of projects inspected at least once
every four weeks

Target Met. Of the 30 pipeline projects
under active construction in FY 2007,
100% were inspected at least once every
four weeks.
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FY 2008

Strategy

Performance Measurement

Performance Target

Results

Resolve Regulatory and Other Challenges to Needed Development

Timeliness of processing complete fil-
ings containing amendments to non-
independent electric transmission pro-
vider OATTs

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

Target Met. 100% (125 out of 125)
amendments to non-RTO/ISO OATTs
were completed within the 60-day
statutory timeframe.

Issue Alaska Gas Pipeline Reports to
Congress

Issue Reports in February and August
2008

Target Met. Reports were issued Feb-
ruary 19 and August 29, 2008.

Percentage of pipeline certificate cases
with no precedential issues completed

= 90% of unprotested cases within 159
days of filing

= 90% of protested cases within 304
days of filing

= Target Met. 94% of unprotested
pipeline certificate cases with no pre-
cedential issues were completed within
159 days of filing.

= Target Met. 100% of protested pipe-
line certificate cases with no preceden-
tial issues were completed within 304
days of filing.

Percentage of pipeline certificate cases
of first impression or containing larger
policy implications completed

90% within 365 days of filing

Target Met. 97% of pipeline certifi-
cate cases of first impression or con-
taining larger policy implications were
completed within 365 days of filing

Percentage of pipeline certificate cases
requiring a major environmental assess-
ment or EIS completed

90% within 480 days of filing

Target Not Met. 75% (6 of 8) of pipe-
line certificate cases requiring a major
environmental assessment or environ-
mental impact state were completed
within 480 days of filing. Bradwood
Landing Project (CP08-365-000, et al,
issued September 18, 2008) required
additional time due to an unusually
large number of environmental issues
which resulted in processing delays
beyond FERC’s control. This project
was the first new LNG import terminal
and related sendout pipeline to serve
the Pacific Northwest. Broadwater
Energy Project (CP06-54 issued March
20, 2008) also required additional time
due to novel environmental issues
which resulted in processing delays
beyond FERC’s control. This project
was the first floating terminal for the
storage and delivery of LNG in the
United States. There were no adverse
impacts as a result of these two delays.

Percentage of NEPA documents com-
pleted for projects utilizing the pre-filing
processes

85% within 8 months of determining a
pipeline or LNG facility application
complete

Target Met. 87% of NEPA documents
were completed within 8 months of
determining a pipeline or LNG facility
application was complete for projects
utilizing the pre-filing process.

Percentage of qualifying LNG plants
inspected during ongoing construction
activity

90% of plants inspected every 8 weeks

Target Met. 100% of qualifying LNG
plants were inspected at least once
every 8 weeks during ongoing con-
struction.
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FY 2008

Strategy

Performance Measurement

Performance Target

Results

Percentage of ILP pre-filing study plan
determinations completed

75% within 30 days of applicant filing
revised study plan for Commission ap-
proval

Target Met. 100% of ILP pre-filing
study plans determinations were com-
pleted within 30 days of the applicant
filing a revised study plan.

Percentage of infrastructure studies com-
pleted

= 95% for regional and issue-based in-
frastructure conferences

* 95% for Commission- and Congres-
sional-directed studies

= Target Met. 100% of regional and
issue-based infrastructure studies were
completed for regional and issue-based
infrastructure conferences.

= Target Met. 100% of infrastructure
conferences were completed for Com-
mission- and Congressional-directed
studies.

Encourage Investment and Effect Timely Cost Recovery

Timeliness of processing complete appli-
cations for incentive rates

= 100% of statutory cases processed
within statutory deadlines or by appli-
cant’s requested date, whichever is later
= 80% of declaratory orders filed for
Commission action within 180 days of
filing date or by applicant’s requested
date, whichever is later.

= Target Met. 100% (16 out of 16)
statutory incentive rate cases were
processed within the statutory time-
frames.

= Target Met. 100% filed within 180
days.

Timeliness of processing cost recovery
cases (including prudently-incurred ex-
penses to safeguard and enhance the
reliability, security and safety of the
energy infrastructure)

= 100% of statutory cases processed
within statutory deadlines or by appli-
cant’s requested date, whichever is later
= 90% of rate inserts for certificate cases
processed within 30 days prior to lead
office’s target date for completion of
pipeline certificate case

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

= Target Met. 100% (3,498 out of
3,499) statutory items, including cost
recovery cases, were processed within
statutory deadlines; only one filing
missed its deadline by three business
days

= Target Met. 96% (55 out of 57) of
rate inserts were processed within the
appropriate timeframe.

= Target Met. 100% filed within 12
months of briefs opposing exceptions.

Timeliness of verification of EQR sub-
missions

Within 10 business days of filing due
date

Target Met. All EQR submissions
were verified within 10 business days.

Percentage of Accounting Inserts com-
pleted for inclusion in merit orders on
cost recovery proposals for new gas
pipeline infrastructure

95%

Target Met. 100% of gas certificate
accounting inserts were completed on
time.

Percentage of financial accounting fil-
ings completed timely

75% within 60 days of filing date

Target Met. 100% of financial ac-
counting filings were completed within
60 days of filing date.

Percentage of reporting requirement
filings completed timely

75% within 60 days of filing date

Target Met. 99% of reporting require-
ment filings were completed within 60
days.

Assure Reliability of Interstate Transmission Grid

Timely approval of ERO/RE budgets
and business plans

Complete by November 1, 2007

Target Met. Order was issued on Oc-
tober 18, 2007.
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FY 2008

Strategy

Performance Measurement

Performance Target

Results

Timeliness of processing proposed reli-
ability standards

75% of filed proposed reliability stan-
dards are remanded or approved within
18 months, unless found incomplete

Target Met. 100% of Reliability Stan-
dards were remanded or approved
within 18 months of filing. 100% of
Cyber Security Standards were ap-
proved within 18 months of being
filed.

Review the performance of the ERO

Complete within 12 months of the sub-
mission by the ERO of an assessment of
its performance

N/A. The ERO’s submission is not
due until July 2009. The Commission
will review the performance of the
ERO within 12 months of their submis-
sion.

Percentage of ERO / industry reliability
readiness evaluations of Reliability Co-
ordinators in which FERC participates

75%

Target Met. Participated in 100% of
ERO/industry reliability readiness
evaluations of Reliability Coordinators
(i.e., California-Mexico, Rocky Moun-
tain-Desert Southwest, SPP, and ER-
COT Reliability Coordinators).

Percentage of load served, included in
ERO / industry reliability readiness
evaluations, in which FERC participates

35%

Target Met. Participated in 11 readi-
ness evaluations which represented
78% of load served.

Percentage of ERO penalty action rul-
ings reviewed or tolled to prevent inap-
propriate rulings from going into effect
by default

100%

Target Met. 100% (37 out of 37) pen-
alty action rulings were reviewed to
prevent inappropriate rulings from
going into effect. They were accepted
by operation of law, Guidance on Fil-
ing Notices of Penalty, 124 FERC |
61,015 (July 3, 2008)

Protect Safety at LNG and Hydropower Facilities

Percentage of high- and significant-

Target Met. 100% of high- and signifi-

hazard-potential dams inspected annu- 100% cant-hazard-potential dams were in-
ally spected.
Percentage of high- and significant- Target Met. 100% of high- and signifi-
hazard-potential dams that either meet cant-hazard-potential dams met all
all current structural safety standards or 100% current structural safety standards or
are undergoing investigation or remedia- are undergoing investigation or reme-
tion diation.
Percentage of LNG import terminals 90% Target Met. 100% of the LNG import
inspected annually ? terminals were inspected.

. . Target Met. 100% of peak shaving
Percentage of LNG peak-shaving facili- g4, plants were inspected according to the

ties inspected biennially

biennial schedule.




FY 2010 PERFORMANCE BUDGET REQUEST

PERFORMANCE MEASUREMENT DATA FOR ENERGY INFRASTRUCTURE: FY 2005—FY 2010

FY 2008

Strategy

Performance Measurement

Performance Target

Results

Percentage of LNG facilities that meet
all current safety standards or are subject
of'a compliance letter

100%

Target Met. 100% of the LNG facili-
ties either met all current safety stan-
dards or received a compliance letter.

Percentage of qualifying dams that either
comply with EAP requirements or are
conducting follow-up action(s) on out-
standing item(s)

100%

Target Met. 100% of qualifying dams
comply with EAP requirements or are
conducting follow-up action(s) on
outstanding item(s).

Control access to CEII

No instances of improper access or im-
proper denial affecting national security
or Commission proceedings

Target Met. No instances.

Incorporate Environmental Considerations into Commission Decisions

Timeliness of issuing environmental
licensing requirements

Licensing responsibility letters sent
within 60 business days of license issu-
ance date

Target Met. All licensing responsibil-
ity letters were issued within 60 days
of license issue date.

Percentage of final NEPA documents
issued for ALP/TLP cases:

= with settlement agreements

= without settlement agreements

= 75% within 12 months of settlement
filing date
= 75% within 24 months of REA date

= Target Met. 100% of final NEPA
documents were issued for ALP/TLP
cases with settlement agreements
within 12 months of the settlement
filing date

= Target Met. 100% of final NEPA of
final NEPA documents were issued for
ALP/TLP cases without settlement
agreements within 24 months of the
REA date

Percentage of qualifying, major, on-
shore-pipeline projects inspected during
ongoing construction activity

90% of projects inspected at least once
every four weeks

Target Met. 98% of qualifying, major,
onshore-pipeline projects were in-
spected at least once every four weeks
during ongoing construction activity.

Goal 1 FY 2009

Strategy

Performance Measurement

Performance Target

Data Source

Resolve Regulatory and Other Challenges to Needed Development

Timeliness of processing complete fil-
ings containing amendments to non-
independent electric transmission pro-
vider OATTs

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

Office of Energy Market Regulation /
Office of the General Counsel

Issue Alaska Gas Pipeline Reports to
Congress

Issue Reports in February and August
2009

Office of Energy Projects /
Office of the General Counsel

Percentage of pipeline certificate cases
with no precedential issues completed

= 90% of unprotested cases within 159
days of filing

= 90% of protested cases within 304
days of filing

Office of Energy Projects /
Office of the General Counsel
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Goal 1 FY 2009

Strategy

Performance Measurement

Performance Target

Data Source

Percentage of pipeline certificate cases
of first impression or containing larger
policy implications completed

90% within 365 days of filing

Office of Energy Projects /
Office of the General Counsel

Percentage of pipeline certificate cases
requiring a major environmental assess-
ment or EIS completed

90% within 480 days of filing

Office of Energy Projects /
Office of the General Counsel

Percentage of NEPA documents com-
pleted for projects utilizing the pre-
filing processes

85% within 8 months of determining a
pipeline or LNG facility application
complete

Office of Energy Projects /
Office of the General Counsel

Percentage of qualifying LNG plants
inspected during ongoing construction
activity

90% of plants inspected every 8 weeks

Office of Energy Projects

Percentage of ILP pre-filing study plan
determinations completed

75% within 30 days of applicant filing
revised study plan for Commission ap-
proval

Office of Energy Projects /
Office of the General Counsel

Percentage of infrastructure studies
completed

= 95% for regional and issue-based
infrastructure conferences

= 95% for Commission- and Congres-
sional-directed studies

Office of Energy Projects

Percentage of electric transmission sit-
ing cases completed

90% within 365 days of filing

Office of Energy Projects /
Office of the General Counsel

Encourage Investment and Effect Timely Cost Recovery

Timeliness of processing complete ap-
plications for incentive rates

= 100% of statutory cases processed
within statutory deadlines or by appli-
cant’s requested date, whichever is later
= 80% of declaratory orders filed for
Commission action within 180 days of
filing date or by applicant’s requested
date, whichever is later.

Office of Energy Market Regulation /
Office of the General Counsel

Timeliness of processing cost recovery
cases (including prudently-incurred
expenses to safeguard and enhance the
reliability, security and safety of the
energy infrastructure)

= 100% of statutory cases processed
within statutory deadlines or by appli-
cant’s requested date, whichever is later
= 90% of rate inserts for certificate
cases processed within 30 days prior to
lead office’s target date for completion
of pipeline certificate case

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

Office of Energy Market Regulation /
Office of the General Counsel

Timeliness of verification of EQR sub-
missions

Within 10 business days of filing due
date

Office of Enforcement
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Goal 1 FY 2009

Strategy

Performance Measurement

Performance Target

Data Source

Percentage of Accounting Inserts com-
pleted for inclusion in merit orders on
cost recovery proposals for new gas
pipeline infrastructure

95%

Office of Enforcement

Percentage of financial accounting fil-
ings completed timely

75% within 60 days of filing date

Office of Enforcement

Percentage of reporting requirement
filings completed timely

75% within 60 days of filing date

Office of Enforcement

Assure Reliability of Interstate Transmission Grid

Timely approval of ERO/RE budgets
and business plans

Complete by November 1, 2008

Office of Electric Reliability

Timeliness of processing proposed reli-
ability standards

75% of filed proposed reliability stan-
dards are remanded or approved within
18 months, unless found incomplete

Office of Electric Reliability / Office of
the General Counsel

Review the performance of the ERO

Complete within 12 months of the sub-
mission by the ERO of an assessment of
its performance

Office of Electric Reliability

Number of ERO Regional Entity com-
pliance audits in which FERC partici-
pates

At least one in each of the eight regions

Office of Electric Reliability

Percentage of ERO / industry reliability
readiness evaluations of Reliability
Coordinators in which FERC partici-
pates

75%

Office of Electric Reliability

Percentage of load served, included in
ERO / industry reliability readiness
evaluations, in which FERC participates

35%

Office of Electric Reliability

Percentage of ERO penalty action rul-
ings reviewed or tolled to prevent inap-
propriate rulings from going into effect
by default

100%

Office of Enforcement / Office of Elec-
tric Reliability

Assess Notices of Alleged Violation and
Sanction received from the ERO

Review 60% of Notices of Alleged Vio-
lation and Sanction received from ERO
within two weeks of receipt for appro-
priateness of sanction

Office of Enforcement

Timeliness of reporting to the Commis-
sion on ERO and Regional Entity audits

Within 120 days of the Commencement
Letter

Office of Enforcement

Percentage of ERO and Regional Entity
audit recommendations issued and im-
plemented

90% within 6 months

Office of Enforcement

79

SHOIANAdAY



APPENDICES

FEDERAL ENERGY REGULATORY COMMISSION

PERFORMANCE MEASUREMENT DATA FOR ENERGY INFRASTRUCTURE: FY 2005—FY 2010

Goal 1 FY 2009

Strategy

Performance Measurement

Performance Target

Data Source

Protect Safety at LNG and Hydropower Facilities

Percentage of high- and significant-
hazard-potential dams inspected annu-
ally

90%

Office of Energy Projects

Percentage of high- and significant-
hazard-potential dams that either meet
all current structural safety standards or
are undergoing investigation or reme-
diation

90%

Office of Energy Projects

Percentage of LNG peak-shaving facili-
ties inspected biennially

90%

Office of Energy Projects

Percentage of LNG import terminals
inspected annually

90%

Office of Energy Projects

Percentage of qualifying dams that ei-
ther comply with EAP requirements or
are conducting follow-up action(s) on
outstanding item(s)

90%

Office of Energy Projects

Control access to CEII

No instances of improper access or im-
proper denial affecting national security
or Commission proceedings

Office of the General Counsel

Incorporate Environmental Considerations into Commission Decisions

Percentage of final inspection reports
completed

75% within 4 months of inspection

Office of Energy Projects

Timeliness of issuing environmental
licensing requirements

Licensing responsibility letters sent
within 60 days of license issuance date

Office of Energy Projects /
Office of the General Counsel

Percentage of final NEPA documents
issued for ALP/TLP cases:

= with settlement agreements

= without settlement agreements

= 75% within 12 months of settlement
filing date
= 75% within 24 months of REA date

Office of Energy Projects /
Office of the General Counsel

Percentage of qualifying, major, on-
shore-pipeline projects inspected during
ongoing construction activity

90% of projects inspected at least once
every four weeks

Office of Energy Projects
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Goal 1 FY 2010

Strategy

Performance Measurement

Performance Target

Data Source

Resolve Regulatory and Other Challenges to Needed Development

Timeliness of processing complete fil-
ings containing amendments to non-
independent electric transmission pro-
vider OATTs

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

Office of Energy Market Regulation /
Office of the General Counsel

Percentage of pipeline certificate cases
with no precedential issues completed

= 90% of unprotested cases within 159
days of filing

= 90% of protested cases within 304
days of filing

Office of Energy Projects /
Office of the General Counsel

Percentage of pipeline certificate cases
of first impression or containing larger
policy implications completed

90% within 365 days of filing

Office of Energy Projects /
Office of the General Counsel

Percentage of pipeline certificate cases
requiring a major environmental assess-
ment or EIS completed

90% within 480 days of filing

Office of Energy Projects /
Office of the General Counsel

Percentage of NEPA documents com-
pleted for projects utilizing the pre-
filing processes

85% within 8 months of determining a
pipeline or LNG facility application
complete

Office of Energy Projects /
Office of the General Counsel

Percentage of qualifying LNG plants
inspected during ongoing construction
activity

90% of plants inspected every 8 weeks

Office of Energy Projects

Percentage of ILP pre-filing study plan
determinations completed

75% within 30 days of applicant filing
revised study plan for Commission ap-
proval

Office of Energy Projects /
Office of the General Counsel

Percentage of infrastructure studies
completed

= 95% for regional and issue-based
infrastructure conferences

* 95% for Commission- and Congres-
sional-directed studies

Office of Energy Projects

Percentage of electric transmission sit-
ing cases completed

90% within 365 days of filing

Office of Energy Projects /
Office of the General Counsel
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Goal 1 FY 2010

Strategy

Performance Measurement

Performance Target

Data Source

Encourage Investment and Effect Timely Cost Recovery

Timeliness of processing complete ap-
plications for incentive rates

= 100% of statutory cases processed
within statutory deadlines or by appli-
cant’s requested date, whichever is later
= 80% of declaratory orders filed for
Commission action within 180 days of
filing date or by applicant’s requested
date, whichever is later.

Office of Energy Market Regulation /
Office of the General Counsel

Timeliness of processing cost recovery
cases (including prudently-incurred
expenses to safeguard and enhance the
reliability, security and safety of the
energy infrastructure)

= 100% of statutory cases processed
within statutory deadlines or by appli-
cant’s requested date, whichever is later
= 90% of rate inserts for certificate
cases processed within 30 days prior to
lead office’s target date for completion
of pipeline certificate case

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

Office of Energy Market Regulation /
Office of the General Counsel

Timeliness of verification of EQR sub-
missions

Within 10 business days of filing due
date

Office of Enforcement

Percentage of Accounting Inserts com-
pleted for inclusion in merit orders on
cost recovery proposals for new gas
pipeline infrastructure

95%

Office of Enforcement

Percentage of financial accounting fil-
ings completed timely

75% within 60 days of filing date

Office of Enforcement

Percentage of reporting requirement
filings completed timely

75% within 60 days of filing date

Office of Enforcement

Assure Reliability of Interstate Transmission Grid

Timeliness of processing proposed reli-
ability standards

75% of filed proposed reliability stan-
dards are remanded or approved within
18 months, unless found incomplete

Office of Electric Reliability / Office of
the General Counsel

Review the performance of the ERO

Complete within 12 months of the sub-
mission by the ERO of an assessment of
its performance

Office of Electric Reliability

Number of ERO Regional Entity com-
pliance audits in which FERC partici-
pates

At least one in each of the eight regions

Office of Electric Reliability

Percentage of ERO / industry reliability
readiness evaluations of Reliability

o . R
Coordinators in which FERC partici- 75% Office of Electric Reliability
pates

Percentage of load served, included in

ERO / industry reliability readiness 35% Office of Electric Reliability

evaluations, in which FERC participates
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Goal 1 FY 2010

Strategy

Performance Measurement

Performance Target

Data Source

Percentage of ERO penalty action rul-
ings reviewed or tolled to prevent inap-
propriate rulings from going into effect
by default

100%

Office of Enforcement / Office of Elec-
tric Reliability

Assess Notices of Alleged Violation and
Sanction received from the ERO

Review 60% of Notices of Alleged Vio-
lation and Sanction received from ERO
within two weeks of receipt for appro-
priateness of sanction

Office of Enforcement

Timeliness of reporting to the Commis-
sion on ERO and Regional Entity audits

Within 120 days of the Commencement
Letter

Office of Enforcement

Percentage of ERO and Regional Entity
audit recommendations issued and im-
plemented

90% within 6 months

Office of Enforcement

Protect Safety at LNG and Hydropower Facil

ities

Percentage of high- and significant-
hazard-potential dams inspected annu-
ally

90%

Office of Energy Projects

Percentage of high- and significant-
hazard-potential dams that either meet
all current structural safety standards or
are undergoing investigation or reme-
diation

90%

Office of Energy Projects

Percentage of LNG peak-shaving facili-
ties inspected biennially

90%

Office of Energy Projects

Percentage of LNG import terminals
inspected annually

90%

Office of Energy Projects

Percentage of qualifying dams that ei-
ther comply with EAP requirements or
are conducting follow-up action(s) on
outstanding item(s)

90%

Office of Energy Projects

Control access to CEII

No instances of improper access or im-
proper denial affecting national security
or Commission proceedings

Office of the General Counsel
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Goal 1 FY 2010

Strategy

Performance Measurement

Performance Target

Data Source

Incorporate Environmental Considerations into Commission Decisions

Percentage of final inspection reports
completed

75% within 4 months of inspection

Office of Energy Projects

Timeliness of issuing environmental
licensing requirements

Licensing responsibility letters sent
within 60 days of license issuance date

Office of Energy Projects /
Office of the General Counsel

Percentage of final NEPA documents
issued for ALP/TLP cases:

= with settlement agreements

= without settlement agreements

= 75% within 12 months of settlement
filing date
= 75% within 24 months of REA date

Office of Energy Projects /
Office of the General Counsel

Percentage of qualifying, major, on-
shore-pipeline projects inspected during
ongoing construction activity

90% of projects inspected at least once
every four weeks

Office of Energy Projects
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FY 2005

Performance Measurement

Performance Target

Result

Timeliness of processing filings to es-
tablish RTOs, ISOs, or ITCs

75% of all filings processed within 6
months of filing, or before applicant’s
proposed effective date (whichever is
later)

Target Met. The initial applications for
both SPP and ISO-NE were processed
within six months of filing. These were
the only applications processed in FY
2005.

Establishment of cost-effective elements
of market design

Within 3 years of commencement of
operation, approved RTO or ISO will
implement, if cost effective:

= regional independent grid operation

= regional transmission planning proc-
ess

= fair cost allocation for existing and
new transmission

= market monitoring and market power
mitigation

= spot markets to meet customers’ real-
time energy needs

= transparency and efficiency in conges-
tion management

= firm transmission rights

= resource adequacy approaches

Target Not Met. Although Midwest
ISO planned to start its energy markets
on December 1, 2004 (within three
years of receiving RTO status), the
Commission approved a four-month
delay to permit additional time for soft-
ware testing and market participant
training. The updated April 1, 2005
date was met.

Elimination of multiple, or “pancaked,”
transmission rates through the imple-
mentation of new rate designs to pro-
mote efficient trade across RTO and
utility boundaries

The elimination of multiple charges for
transmission service between PJM and
Midwest ISO

Target Met. Effective December 1,
2004, the Commission established hear-
ing procedures and accepted filings to
eliminate through and out rates from the
combined Midwest ISO and PJM re-
gions for service commencing on or
after April 1, 2004. In addition, the
Commission established a December 1,
2004 through April 1, 2006 transition
period for the collection of lost revenues
resulting from the elimination of the
regional through and out rates based on
the Seams Elimination Charge Adjust-
ment (SECA) methodology. At the end
of the transition period, the through and
out rates will be eliminated for all trans-
actions under the open access transmis-
sion tariffs.
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FY 2005

Performance Measurement

Performance Target

Result

Transition existing regulatory constructs
into competitive markets

Approval of an energy market that mini-
mizes cost shifts while preserving exist-
ing contractual rights and creating effi-
ciency gains

Target Met. As mentioned in the previ-
ous performance result, Midwest ISO
commenced operation of its regional
energy markets on April 1, 2005, in
accordance with the terms of its recently
approved Transmission and Energy
Markets Tariff. The markets are de-
signed to provide for an optimal dis-
patch of all generation resources within
the region based on a security con-
strained economic dispatch which will
enable Midwest ISO to ensure that all
load requirements in its region are met
reliably and efficiently.

In addition, the Commission approved a
California ISO proposal to resolve exist-
ing transmission contract rights. The
proposal removed a major impediment
to completion and implementation of
California ISO’s market redesign by
specifying scheduling rights under the
contracts and holding the contract hold-
ers financially harmless from congestion
costs.

Movement toward competitive markets
in each region, including greater interre-
gional coordination of broader, more
efficient, and non-discriminatory energy
markets

Increase in:

= coordination of joint operating agree-
ments between RTOs or an RTO and
neighboring non-member utilities

= new, independent regional transmis-
sion providers

= new product markets within RTOs or
ISOs

= RTO membership through the integra-
tion of the transmission facilities of
additional transmission owners

Target Met. During FY 2005, Midwest
ISO and PJM entered into a Joint Oper-
ating Agreement (JOA) to coordinate
the market-to-market operations be-
tween the entities pending implementa-
tion of the joint and common market
which is under development. In addi-
tion to the JOA, the Commission condi-
tionally accepted a utility-to-utility in-
terconnection agreement between Indi-
ana Michigan Power Company, a PJM
transmission owner, and Northern Indi-
ana Public Service Company, a Midwest
ISO transmission owner. Lastly, Mid-
west ISO also entered into joint operat-
ing and/or coordination agreements with
SPP, Mid-Continent Area Power Pool
(MAPP), TVA, and Manitoba-Hydro to
coordinate market-to-nonmarket seams
resulting from the start of its energy
markets.

In New England, the Commission ac-
cepted a transmission operating agree-
ment between ISO-NE and Maine Elec-
tric Power Company (MEPCO) in
which MEPCO granted ISO-NE author-
ity to operate its 345 kilovolt (kV) inter-
tie between Central Maine Power Com-
pany and Bangor Hydro Electric Com-
pany, thus integrating MEPCO into the
New England Control Area.
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FY 2005

Performance Measurement

Performance Target

Result

Existence of RTO/ISO rules that en-
courage qualified demand response
participation on an equal basis with
supply options

All RTOs and ISOs have rules that do
not inhibit demand response participa-
tion in RTO/ISO-controlled markets
within 1 year of commencing day-ahead
markets

Not applicable. During FY 2005, no
RTO/ISO-controlled market was within
one-year of its day-ahead markets com-
mencing date.

Demonstrable improvements in regional
competitive market structures

In any region of the country at least one
of the following will occur:

= addition of a new or expansion of an
existing RTO

= adoption by an RTO of additional
market-oriented features, programs or
rules

= in regions primarily without RTOs, an
increase in the degree of transmission
independence (ownership or control)
from generation

= increase in the amount of competitive
solicitation for supply

= improvement of open access tariff to
reduce entry barriers of foster competi-
tion

Target Met. During FY 2005, the Com-
mission accomplished several of the
stated targets, including:

= the expansion of PIM;

= adding SPP and ISO-NE as RTOs;

= accepting new ISO-NE operating
agreements; and

= the adoption of multiple rule and/or
tariff revisions within several RTOs/
ISOs.

Timeliness of processing market-based
rate filings to advance well-functioning
markets that deliver the benefits of com-
petition

100% of all market-based ratemaking
filings processed within statutory dead-
line

Target Met. During FY 2005, 100% of
the 434 market-based ratemaking filings
were completed by the statutory dead-
line.

Percentage of market-based rates trien-
nial review cases resolved

Resolve 80% of triennial review cases
using the new generation market power
screens within 1 year of the order on
rehearing on the new screens

Target Met. During FY 2005, over 98%
(342 out of 346) of market-based rates
triennial review cases were completed.

Timeliness of corporate application
orders

100% of all section 203 applications
processed within 90 days of the date
comments are filed

Target Not Met. During FY 2005, over
99% (124 out of 125) of the section 203
corporate applications were processed
by the target completion date. The re-
maining application was completed in
93 days with the delay due to the appli-
cant’s failure to file the required concur-
rent petition for declaratory order.

This performance target was set at an
approximate level, and the deviation
from that level is slight. This difference
had no effect on overall program per-
formance.
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FY 2005

Performance Measurement

Performance Target

Result

Timeliness of processing proposed rule-
makings adopting industry-wide busi-
ness practice standards (NAESB) and
proposed rulemakings related to reli-
ability

Non-controversial rulemakings com-
pleted within 9 months of receipt of
NAESB proposal, and controversial
rulemakings completed within 12
months

Target Met. During FY 2005, the Com-
mission completed three important ac-
tions that met the stated targets, includ-
ing:

= issuing a final rule adopting the
Wholesale Gas Quadrant’s Version 1.7
business practice standards (within 42
months of being proposed);

= issuing a NOPR which proposes crite-
ria for the establishment of an ERO to
enforce reliability standards under the
regulatory review and oversight of the
Commission; and

issuing a policy statement on creditwor-
thiness standards that reiterates policies
articulated in recent cases decided by
the Commission.

Removal of barriers to entry into whole-
sale power markets for renewable en-
ergy resources

Approval of tariff provisions, both for
transmission and generator interconnec-
tion, that grant all energy sources an
opportunity to compete in the wholesale
market

Target Met. During FY 2005, both the
Small Generator Interconnection and
the Wind Generation final rules were
issued. In addition, the wind tariff ser-
vices NOPR (Imbalance Provisions for
Intermittent Resources) was issued.

Frequency of meetings with multi-state
regional organizations (Regional State

Committees) to resolve regional policy
and planning issues

Participate in at least one meeting annu-
ally with multi-state organizations es-
tablished for each approved RTO/ISO

Target Met. The Commission hosted
and/or participated in numerous meet-
ings with state representatives from
each region.

Frequency of meetings to support devel-
opment of robust customer demand-side
participation in energy markets

In areas where there is no opportunity
for robust customer demand-side par-
ticipation in energy markets, meet with
appropriate state commission officials at
least annually to discuss demand re-
sponse issues

Target Met. In June 2005, the Commis-
sion co-sponsored a National Town
Meeting on Demand Response, which
included state participation and live web
casts to state commissions throughout
the U.S. In addition, the Commission
conducted a September 2005 technical
conference with California state offi-
cials.

Provide timely resolution of third-party
complaints

Issue initial order on 80% of all third-
party complaints within 60 days of fil-
ing and 90% of all requests meeting
fast-track requirements within pre-
scribed time frame

Target Not Met. During FY 2005, 50%
(30 of 60) of initial orders were issued
within 60 days. The reasons for the
difference include:

= extension requests by the parties;

= complainants withdrawal of com-
plaints;

= deferral requests by the parties to
pursue settlement; and

= the 60™ day falling on a weekend or
holiday.

This performance target was set at an
approximate level, and the deviation
from that level, while not slight, had no
effect on overall program performance.
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FY 2006

Performance Measurement

Performance Target

Data Source

Review and propose revisions to OASIS
standards

By June 30, 2006

Target Met. Docket No. RM05-5-
000; Final Rule, Order No. 676,
“Standards for Business Practices and
Communication Protocols for Public
Utilities,” issued April 25, 2006.

Assess demand response

Issue annual report by August 8, 2006

Target Met. Staff report,
“Assessment of Demand Response &
Advanced Metering” (Docket No.
AD-06-2-000) was delivered to Con-
gress on August 4, 2006.

Issue final rule to implement PUHCA pro-
visions of EPAct 2005

By January 31, 2006

Target Met. Final rule was issued on
December 8, 2005.

Issue rules governing market manipulation
in electricity and gas markets

By September 30, 2006

Target Met. The final rule (Order
670) was issued January 19, 2006 and
an order denying rehearing was is-
sued March 22, 2006 in Docket Nos.
RMO06-3, et al., Final Rule Prohibit-
ing Energy Market Manipulation.

Movement toward competitive markets in
each region, including greater interregional
coordination of broader, more efficient, and
non-discriminatory energy markets

Increase in:

= new, independent regional transmis-
sion providers

= coordination between RTOs or be-
tween RTOs and neighboring non-
member utilities

Target Met. Some examples:

= In order to create a more seamless
administration between the tariffs of
the Midwest ISO’s energy markets
and the non-market operations of
MAPP members that do not belong to
the Midwest ISO, the Commission
approved MAPP’s proposal to con-
form its ATC calculation methodolo-
gies to provisions of the Seams Oper-
ating Agreement between MAPP and
the Midwest ISO.

= The Commission approved pro-
posed revisions to the SPP/Midwest
ISO JOA and to the Congestion Man-
agement Process (CMP) which is
incorporated in the JOA to align them
more closely with the JOA and CMP
of the Midwest ISO/PJM.

= Action was taken on Midwest ISO
and PJM and their respective trans-
mission owners’ proposed revisions
to the JOA for allocating to custom-
ers in each RTO the cost of new
transmission facilities that are built in
one RTO but provide benefits to
customers in the other RTO (the so-
called cross-border facilities).

Increased presence at RTOs, to improve
relationships with and knowledge of exist-
ing RTOs

Creation and staffing of an office at any
new RTO within 6 months of com-
mencement of operations (including
establishment of virtual office proc-
esses)

No new RTOs were established dur-
ing the performance period. All ex-
isting RTOs have either staff on loca-
tion or a virtual office process in
effect.
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FY 2006

Performance Measurement

Performance Target

Data Source

Percentage of filings to establish RTOs,
ISOs, or ITCs processed

100% completed within 6 months of
filing or before applicants’ proposed
effective date (whichever is later)

No filings were received to establish
new RTOs, ISOs, or ITCs during the
performance period.

RTO / ISO establishment of cost-effective
market design elements per Order No. 2000

Within three years of commencement of
operation, each approved RTO or ISO
will implement (if cost effective):

= firm transmission rights

* resource adequacy approaches

= regional independent grid operation

= regional transmission planning proc-
ess

= appropriate market monitoring and
market power mitigation

= transparency and efficiency in conges-
tion management

= spot markets to meet customers’ real-
time energy needs

= fair cost allocation for existing and
new transmission

Target Met. With the exception of
SPP, all RTOs/ISOs (PJM, ISO-NE,
NY-ISO, Midwest ISO, and CAISO)
have been operational over 3 years
and all have implemented cost-
effective market design elements.

SPP has been operating as an RTO
since November 1, 2004, and has
received authorization during FY
2006 to commence a real-time energy
imbalance market, as well as having
received approvals for its market
monitoring and mitigation plans.

Demonstrable improvements in regional
competitive market transparency and inde-
pendence

(continued on next page)

In each region of the country, there will
be:

= RTO adoption of additional market-
oriented features, programs or rules

= improvement of open access tariff to
reduce entry barriers or eliminate undue
discrimination

= increase in the degree of transmission
independence (ownership or control)
from generation in regions primarily
without RTOs

(continued on next page)

Target Met. During FY 2006, the
Commission acted on a number of
proceedings related to improving
competitive market transparency and
independence.

Some actions by the Commission will
have nationwide impact. In May
2006, the Commission issued a
NOPR proposing amendments to its
regulations and the pro forma OATT
to ensure that transmission services
are provided on a basis that is just,
reasonable and not unduly discrimi-
natory or preferential. The NOPR
aims to strengthen the OATT and
address deficiencies that have be-
come apparent since its adoption 10
years ago, particularly in the areas of
ATC calculation and transmission
planning.

In addition, the Commission ap-
proved four proposals by vertically
integrated utilities (Duke, Mid-
American, Entergy, and Louisville
Gas & Electric) to contract with an
independent entity to serve as the
independent coordinator of transmis-
sion (ICT). The ICT performs over-
sight over these utilities’ transmission
systems, including authority to ad-
minister utilities” OATT.

(continued on next page)
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FY 2006

Performance Measurement

Performance Target

Data Source

(continued from previous page)
Demonstrable improvements in regional
competitive market transparency and inde-

pendence

(continued on next page)

(continued from previous page)

In each region of the country, there will
be:

= RTO adoption of additional market-
oriented features, programs or rules

= improvement of open access tariff to
reduce entry barriers or eliminate undue
discrimination

= increase in the degree of transmission
independence (ownership or control)
from generation in regions primarily
without RTOs

(continued on next page)

(continued from previous page)

Other actions taken on proceedings
related to establishing new or revised
market rules, rule changes in RTOs,
and increased transmission independ-
ence were region-specific. For exam-
ple:

East

In the New England area, the Com-
mission issued an order accepting a
proposal filed by ISO-NE and NE-
POOL which included, most signifi-
cantly, the addition of a locational
component to the existing Forward
Reserve Market and the coordination
and optimization of pricing of energy
and reserves in real time to be effec-
tive October 1, 2006, or later date.

In addition, the Commission ap-
proved a contested settlement that
provided an alternative to the Loca-
tional Installed Capacity mechanism
called the Forward Capacity Market
(FCM). The Commission found that
the FCM, in conjunction with an
interim mechanism, will provide the
revenues needed by generators to
preserve reliability in New England.
The Commission also found that the
forward looking nature of the FCM
will provide appropriate price signals
to investors when new infrastructure
resources are necessary with suffi-
cient lead time to allow that infra-
structure to be put in place before
reliability is sacrificed.

(Continue on next page)
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FY 2006

Performance Measurement

Performance Target

Data Source

(continued from previous page)

Demonstrable improvements in regional
competitive market transparency and inde-
pendence

(continued from previous page)

In each region of the country, there will
be:

= RTO adoption of additional market-
oriented features, programs or rules

= improvement of open access tariff to
reduce entry barriers or eliminate undue
discrimination

= increase in the degree of transmission
independence (ownership or control)
from generation in regions primarily
without RTOs

(Continued from previous page)

With respect to the PJM area, the Com-
mission issued an initial order on PJM’s
proposed reliability pricing model
(RPM) designed to replace its existing
capacity obligation rules. The Commis-
sion found the existing capacity rules to
be unjust and unreasonable to ensure
energy resources to meet reliability re-
sponsibilities, and established further
procedures to resolve the remaining is-
sues. At the same time, the Commission
encouraged the parties to continue to
seek a negotiated resolution, and offered
the Commission’s settlement judge pro-
cedures to facilitate these discussions.

Central: For the Midwest ISO region,
the Commission approved the continua-
tion of mitigation in Broad Constrained
Areas; action on proposed revisions to
real-time revenues sufficiency guarantee
(RSG) payments; approval of revised
rules defining less-than-seasonal FTR
entitlements for network resources; ap-
proval of contractual arrangements re-
lated to the market monitor and balanc-
ing authorities; as well as offering guid-
ance on Midwest ISO’s future plans to
implement ancillary service markets and
an energy-only market.

For the SPP region, the Commission
provided guidance and approvals related
to SPP’s proposal to establish a real-time
energy imbalance market.

Regarding revisions to the OATT, the
Commission approved various revisions
to the Midwest ISO’s creditworthiness
provisions, reactive power requirements,
as well as changes to the Midwest ISO
pro forma interconnection agreement
which reflect improvements or regional
variations needed based upon its opera-
tional experience, including new pricing
provisions.

West: In September 2006, the Commis-
sion conditionally approved the CAISO
MRTU market reforms and enhance-
ments, such as a financially binding day-
ahead market and more effective conges-
tion management system. Elements of
MRTU are intended to fix market design
flaws, enhance reliability, better protect
wholesale customers from price volatility
and gaming, incorporate price-responsive
demand in the markets, and encourage
construction of new resources.
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FY 2006

Performance Measurement

Performance Target

Data Source

Percentage of section 203 applications
processed

98% completed within 90 days of the
comments filing date

Target Met. 100% of the 145 section
203 corporate filings were processed
by target completion dates in FY
2006.

Issue final rule on RTO and ISO account-
ing to improve oversight of RTO and ISO
costs

By January 31, 2006

Target met. A final order on RTO
accounting and financial reporting
was issued on December 16, 2005 in
Docket RM04-12-000, Order No.
668.

Percentage of market-based rate filings
processed

100% of new filings within 60 days of
filing date

Target Met. 100% of the 534 mar-
ket-based rate filings were completed
by the targeted deadline in FY 2006.

Percentage of competitive energy markets
and market institution cases set for hearing
completed according to the established
schedule

= 75% of Track I cases in 29.5 weeks
= 75% of Track II cases in 47 weeks
= 75% of Track III cases in 63 weeks

» There were no Track I cases
= 87% of Track II cases in 47 weeks
= There were no Track III cases

Percentage of competitive energy markets
and market institution cases set for hearing
that achieve partial or complete consensual
agreement

75%

100%

Percentage of applications filed by RTOs
and ISOs to revise market rules to not in-
hibit demand response processed

100% within statutory deadlines

Target Met. The Commission proc-
essed all 5 filings involving demand
response enhancements within the
statutory deadlines:

= PJM submitted agreements to en-
hance demand response in the PJIM
region in a number of ways, includ-
ing allowing demand resources to
participate in PJM’s ASM by bidding
into the PJM reserve markets.

= ISO-NE’s ASM Phase II will in-
clude measures allowing the owners
of demand resources to bid their re-
sources directly into the energy and
reserve markets on an equal footing
with generating resources. This
change will establish the supporting
market infrastructure that is needed to
develop fully the potential for de-
mand participation in the wholesale
markets.

= NYISO’s filing eliminated the
sunset dates for NYISO’s Day-Ahead
Demand Response Program and its
Emergency Demand Response Pro-
gram.

= ISO-NE’s proposal to establish a
demand response reserve pilot pro-
gram to test whether certain resources
can reliably provide 30-minute and
10-minute Operating Reserve ser-
vices.

= CAISO’s MRTU tariff provides
loads with demand response capabil-
ity the opportunity to participate in
the CAISO day-ahead, real-time, and
ancillary services markets under
comparable terms as supply.
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FY 2006

Performance Measurement

Performance Target

Data Source

Support development of robust customer
demand-side participation in energy mar-
kets in areas where it does not exist

Meet at least annually to discuss de-
mand response issues with appropriate
state commission officials

Target Met. Held technical confer-
ence on demand response in January
2006, where state representatives,
including several state commissioners
from all regions of the U.S., partici-
pated on panels. Met with NARUC
officials in January 2006 to discuss
Commission demand response report
and seek their assistance in the FERC
demand response and advanced me-
tering survey. Met in April 2006
with Midwestern state officials, pri-
marily Illinois Commissioners, on the
development of a regional demand
response initiative. Discussed de-
mand response report with state offi-
cials and Commissioners at various
events including the NARUC Winter
Meeting in February 2006 and an
EPRI Summer Seminar on Energy
Efficiency and End-Use Technolo-
gies in August 2006.

Percentage of proposed NAESB business
practice standards rulemakings completed

* 100% of non-controversial rulemak-
ings within 9 months

= 100% of controversial rulemakings
within 12 months

Target Met. During FY 2006, the
Commission issued a final rule adopt-
ing the Wholesale Electric Quad-
rant’s controversial first set of busi-
ness practice and communication
standards within 12 months of receiv-
ing NAESB’s complete proposal.
Docket No. RM05-5-000; Final Rule,
Order No. 676, “Standards for Busi-
ness Practices and Communication
Protocols for Public Utilities,” was
issued April 25, 2006.

Percentage of initial orders completed on
third-party complaints

= 80% within 60 days
= 95% within 180 days

60-day target not met. 49% (28 of 57
{1 projected}) issued within 60 days.
This was an internal deadline, not
statutorily based, and did not have a
negative impact on operations.
180-day target met. 95% (49 {1 pro-
jected} of 51 {1 projected}) issued
within 180 days.

Percentage of initial orders completed on
fast track third-party complaints

90% within prescribed time frame

Target Met. One filing was received
and completed on time.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Employ Best Practices In Market Rules

Timeliness of review of proposed mar-
ket rules

By the statutory due date or the appli-
cants’ requested date, whichever is later

Target Met. All 358 filings from PJM,
ISO-NE, NYISO, NEPOOL, SPP, Mid-
west ISO, and California ISO were
acted on by statutory due dates.

Percentage of proposed NAESB busi-
ness practice standards rulemakings
completed

= 100% of unopposed rulemakings
within 9 months

= 100% of all rulemakings within 12
months

Targets Met. The Commission issued
two NAESB business practice standards
rulemakings during the fiscal year, both
completed within 9 months of issuance
of the notice of proposed rulemaking, as
follows:

Docket No. RM05-5-003; NOPR issued
February 20, 2007; Final Rule, Order
No. 676-B, "Standards for Business
Practices and Communication Protocols
for Public Utilities," issued April 19,
2007; and

Docket Nos. RM96-1-027 and RM05-5-
001; NOPR issued October 25, 2006;
Final Rule, Order 698, "Standards for
Business Practices for Interstate Natural
Gas Pipelines; Standards for Business
Practices for Public Utilities," issued
June 25, 2007.

Timeliness of applications processed on
requests to encourage demand response
in organized markets

Within 60 days of filing date or appli-
cants’ requested date, whichever is later

Target Met. All 15 filings were acted
on within 60-day statutory due dates.

Reduce Barriers to Trade Between Markets and Among Regions

Timeliness of review of filings to re-
duce or eliminate seams between organ-
ized markets

By the statutory due date or the appli-
cants’ requested date, whichever is later

Target Met. All 10 filings dealing with
seams issues were completed by statu-
tory due dates. In addition, two major
orders were issued related to the Cali-
fornia ISO's Market Redesign Technol-
ogy Update (MRTU) addressing seams
issues between CAISO and neighboring
systems in the Western Interconnect. A
technical conference was held on De-
cember 15, 2006, in Phoenix, Arizona,
to address these western seams issues;
and on March 29, 2007, a second con-
ference was held in Washington, DC, to
address eastern seams issues.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Assure Proposed Mergers and Acquisition Are in the Public Interest

Percentage of merger authorizations
upheld by the courts

90%

Target met. 100% of merger authoriza-
tions have been upheld by the courts.

Percentage of merged applicants report-
ing on compliance with merger condi-
tions imposed by the Commission

100%

Target Met. 100% of the 9 merger ap-
plicants reported on compliance, if or as
applicable, with the four types of condi-
tions—summary, notice of consumma-
tion, proposed accounting entries, and
additional conditions—imposed by the
Commission.

It should be noted that most of the
“additional” conditions only require
compliance in the event that the merger
applicants subsequently take some spe-
cific action. For example, in 5 of the 9
mergers, the Commission imposed a
“hold-harmless” condition, requiring
that if the applicants seek to recover
merger-related costs through jurisdic-
tional rates, they must show offsetting
merger-related cost savings. As of yet,
none of the applicants have sought to
recover any merger-related costs, so
they haven’t needed to make a compli-
ance filing.

Timeliness of processing applications
for the disposition, consolidation, or
acquisition under section 203 of the
FPA, of jurisdictional facilities
(including transactions involving certain
transfers of generation facilities and
public utility holding company transac-
tions, and issues of cross subsidization
or encumbrances of utility assets)

= Within 180 days for non-major merg-
ers
= Within 360 days for major mergers

Targets Met.

= 100% of the 100 non-major disposi-
tions were completed within 180 days.
= 100% of the 9 major merger cases
were completed within 360 days.

Address Market Power in Jurisdictional Wholesale Markets

Revise open access transmission tariff

Issue final rule by June 30, 2007

Target Met. Docket Nos. RM05-17-000
and RM05-25-000; Final Rule, Order
890, "Preventing Undue Discrimination
and Preference in Transmission Ser-
vice," issued February 16, 2007.

Timeliness of processing initial market-
based rate filings

Within 60 days of filing date or by ap-
plicant’s requested date, whichever is
later

Target Met. 100% of the 167 initial
market-based rate applications were
completed by the established target

date.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Develop generation market power
screens for electric market based rates

Issue final rule by June 30, 2007

Target Met. Docket No. RM04-7-000;
Final Rule, Order 697, "Market-Based
Rates for Wholesale Sales Of Electric
Energy, Capacity And Ancillary Ser-
vices By Public Utilities," issued June
21, 2007.

Act timely on complaints

80% within 60 days or, for fast-track
cases only, within the designated time-
frame

Target not met; 78%. The performance
goal was set at an approximate target
level, and the deviation from that level
is slight. There was no effect on overall

program or activity performance.

FY 2008

Strategy

Performance Measurement

Performance Target

Results

Employ Best Practices in Rules

Percentage of initial orders completed on
third-party complaints

= 75% filed with the Commission
within 60 days of the date of the answer
or by complainant’s requested date,
whichever is later

= 90% filed with the Commission
within 180 days of the date of the an-
swer, or by complainant’s requested
date, whichever is later

= Target Met. 83% (40 of 48) filed
within 60 days of the date of the
answer.

= Target met. 98% (47 of 48) filed
within 180 days of the date of the
answer.

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% (410 out of
410) filings from PJM, ISO-NE,
NYISO, NEPOOL, SPP, Midwest
ISO, and California ISO were
acted on by statutory due dates

Percentage of proposed NAESB business
practice standards rulemakings completed

100% of all proposed rulemakings
within 12 months of receipt of com-
ments

Target Met. The Commission
issued one NAESB business prac-
tice standards rulemaking.

Docket No. RM05-5-005, NOPR
issued April 21, 2008; Final Rule,
Order No. 676-C, “Standards for
Business Practices and Communi-
cation Protocols for Public Utili-
ties,” issued July 21, 2008 (three
months later)

Timeliness of processing cases that encourage
demand response in organized markets

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

Target Met. 100% (10 out of 10)
filings were acted on by statutory
due dates.

Industry and state outreach to increase Com-
mission awareness and understanding on
emerging energy issues

Participate in and/or facilitate 10 ses-
sions per quarter

Target Met. Participated in and/or
facilitated 34 sessions in first quar-
ter, 36 sessions in second quarter,
33 sessions in third quarter, and 28
sessions in fourth quarter.
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FY 2008

Strategy

Performance Measurement

Performance Target

Results

Reduce Barriers to Trade Between Markets and Among Regions

Timeliness of processing complete filings to
reduce or eliminate border utility issues be-
tween markets

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

Target Met. 100% (6 out of 6)
filings dealing with border utility
issues between markets were com-
pleted by statutory due dates.

Assure Proposed Mergers and Acquisitions are in the Public Interest

Timeliness of processing complete filings for
the disposition, consolidation, or acquisition,
under section 203 of the FPA, of jurisdic-
tional facilities (including transactions in-
volving certain transfers of generation facili-
ties and public utility holding company trans-
actions, and issues of cross subsidization or

100% processed within 180 days for-
non-major dispositions

100% processed within 360 days for
major dispositions

Target Met. 100% (142 out of
142) of non-major dispositions
were completed by the statutory
deadlines

Target Met. 100% (7 out of 7) of
major merger cases were com-

encumbrances of utility assets)

pleted by the statutory deadline.

Address Market Power in Jurisdictional Wholesale Markets

ket-based rate filings

Timeliness of processing initial electric mar-

100% processed within 60 days of the

is later

filing date of a complete application or
by applicant’s requested date, whichever

Target Met. 100% (156 out of
156) of initial market-based rate
applications were completed by
the established target date.

Goal 2 FY 2009

Strategy

Performance Measurement

Performance Target

Data Source

Employ Best Practices in Rules

Percentage of initial orders completed
on third-party complaints

= 75% filed with the Commission
within 60 days of the date of the answer
or by complainant’s requested date,
whichever is later

= 90% filed with the Commission
within 180 days of the date of the an-
swer, or by complainant’s requested
date, whichever is later

Office of the General Counsel /
Office of Energy Market Regulation

Timeliness of review of proposed RTO/
ISO market rules

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

Office of Energy Market Regulation /
Office of the General Counsel

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

Office of Energy Market Regulation /
Office of the General Counsel

Industry and state outreach to increase
Commission awareness and understand-
ing on emerging energy issues

Participate in and/or facilitate 10 ses-
sions per quarter

Office of Energy Market Regulation
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Goal 2 FY 2009

Strategy

Performance Measurement

Performance Target

Data Source

Reduce Barriers to Trade Between Markets and Among Regions

Timeliness of processing complete fil-
ings to reduce or eliminate border utility
issues between markets

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

Office of Energy Market Regulation /
Office of the General Counsel

Assure Proposed Mergers and Acquisitions are in the Public Interest

Timeliness of processing complete fil-
ings for the disposition, consolidation,
or acquisition, under section 203 of the
FPA, of jurisdictional facilities
(including transactions involving certain
transfers of generation facilities and
public utility holding company transac-
tions, and issues of cross subsidization
or encumbrances of utility assets)

100% processed within 180 days for
non-major dispositions

100% processed within 360 days for
major dispositions

Office of Energy Market Regulation /
Office of the General Counsel

Address M

arket Power in Jurisdictional Wholesale Markets

Timeliness of processing initial electric
market-based rate filings

100% processed within 60 days of the
filing date of a complete application or
by applicant’s requested date, whichever
is later

Office of Energy Market Regulation /
Office of the General Counsel

Revise and clarify Standards of Conduct

Issue Final Rule by December 31, 2008

Office of Enforcement

Goal 2 FY 2010

Strategy

Performance Measurement

Performance Target

Data Source

Employ Best Practices in Rules

Percentage of initial orders completed
on third-party complaints

= 75% filed with the Commission
within 60 days of the date of the answer
or by complainant’s requested date,
whichever is later

= 90% filed with the Commission
within 180 days of the date of the an-
swer, or by complainant’s requested
date, whichever is later

Office of the General Counsel /
Office of Energy Market Regulation

Timeliness of review of proposed RTO/
ISO market rules

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

Office of Energy Market Regulation /
Office of the General Counsel

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

Office of Energy Market Regulation /
Office of the General Counsel
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Goal 2 FY 2010

Strategy

Performance Measurement

Performance Target

Data Source

Industry and state outreach to increase
Commission awareness and understand-
ing on emerging energy issues

Participate in and/or facilitate 10 ses-
sions per quarter

Office of Energy Market Regulation

Reduce Barriers to Trade Between Markets and Among Regions

Timeliness of processing complete fil-
ings to reduce or eliminate border utility
issues between markets

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

Office of Energy Market Regulation /
Office of the General Counsel

Assure Proposed Mergers and Acquisitions are in the Public Interest

Timeliness of processing complete fil-
ings for the disposition, consolidation,
or acquisition, under section 203 of the
FPA, of jurisdictional facilities
(including transactions involving certain
transfers of generation facilities and
public utility holding company transac-
tions, and issues of cross subsidization
or encumbrances of utility assets)

100% processed within 180 days for
non-major dispositions

100% processed within 360 days for
major dispositions

Office of Energy Market Regulation /
Office of the General Counsel

Address M

arket Power in Jurisdictional Wholesale Markets

Timeliness of processing initial electric
market-based rate filings

100% processed within 60 days of the
filing date of a complete application or
by applicant’s requested date, whichever
is later

Office of Energy Market Regulation /
Office of the General Counsel
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FY 2005

Performance Measurement

Performance Target

Result

Enhance institutional capability for
overseeing energy markets

The EQR of electric transactions will be
fully functional.

The Commission will identify further
key data requirements needed to analyze
energy markets

Target Met. In addition to the fully
functional EQR for electric transactions,
the Commission also identified several
key data requirements to analyze energy
markets via its MMC (e.g. Dow Jones’
real time data, Genscape’s alert system
data, U.S. Waterborne LNG Report, NE
Power Data, CERA’s energy advisory
service, CoalDat, and AirDaily).

Development of market expertise

MMUs will produce standardized mar-
ket metrics

The Commission will use standard met-
rics developed by the MMUs to develop
a balanced scorecard to determine how
well energy markets are working

Target Met. During FY 2005, the Com-
mission completed the development of
13 standardized market metrics and
used those metrics to analyze and report
on how well the energy markets are
working in the State of the Markets
report and the MMU Metrics paper.

Enhance the Commission’s and public’s
understanding of energy markets

Issue Market Surveillance Reports to the
Commission in conjunction with the
Commission’s public meeting schedule

Publish Market Assessments, State of
the Market Reports, and other reports as
conditions warrant

Target Met. In conjunction with the
Commission’s public meeting schedule,
fifteen Market Surveillance Reports
were completed in FY 2005. In addi-
tion, the Commission published a Win-
ter and Summer Seasonal Assessment
Report (November 2004 and May 2005,
respectively) along with its June 2005
State of the Markets report.

Identify and remedy market problems

Provide analysis and recommendations
on major market problems

Target Met. During FY 2005, analysis
and recommendations on major market
problems were provided at Closed Com-
mission meetings via Market Surveil-
lance Reports. The problems included
EIA’s storage reporting process, major
weather disturbances (e.g., Hurricanes
Katrina and Rita), and pre-summer mar-
kets issues in California and the West.

Timeliness of industry wide financial
audits

Complete 90% of audits within 120
days

Target Not Met. During FY 2005, none
of the financial audits were completed
within the 120 day targeted timeframe.
This was due to the increasing com-
plexities and management oversight of
the audits, and due to a stricter interpre-
tation of the audit timeframe (e.g., total
days under audit as opposed to audit
field-work days).

In future years, this target has been
narrowed to require a report to the Com-
mission within 120 days of the audit
Commencement Letter.

Timeliness of Hotline call resolutions

Close 60% within 2 weeks of initial
contact

Target Met. During FY 2005, 74% of
Hotline calls were closed within 2
weeks of initial contact.
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FY 2005

Performance Measurement

Performance Target

Result

Timely resolution of allegations of mar-
ket misconduct

Resolution within established time-
frames for FERC investigations and
litigation, as posted on the Commission
internet site

Target Met. Ofthe 5 cases under this
performance measure in FY 2005, three
cases were settled; one case is pending
Commission consideration of the global
Enron proceeding; and one case termi-
nated by initial decision within the es-
tablished timeframe, which varies from
case-to-case based on the outlook of the
Chief Judge and the Commission.

Number of major rule violations for a
particular set of business practices

None or Few

Target Not Met. During FY 2005, the
Commission conducted 29 investiga-
tions, eight of which were settled.

Although this result did not meet the
“None or few” target, the performance
measure and target do not reflect the
true goal of the Commission’s enforce-
ment function, which is to investigate
and remedy violations of the Commis-
sion’s statutes, orders, and regulations.
While the Commission acknowledges
that “deterrence” is an important part of
enforcement, we do not believe it is
reasonable to assume that no violations
will occur.

In future years, this measure has been
removed and replaced with better per-
formance measures and targets to evalu-
ate the enforcement function.

Number of requests and referrals for
ADR services

Maintain at or increase levels achieved
in FY 2004

Target Met. The 65 requests or active
cases in FY 2005 represented a 20.4%
increase over the 54 logged in FY 2004.

Percentage of processes that achieve
consensual agreements

Maintain at or increase levels achieved
in FY 2004

Target Met. The Administrative Law
area maintained their FY 2004 success
rate as 90.2% of cases achieved settle-
ment in FY 2005. DRS increased their
FY 2004 success rate as 95.8% of cases
achieved settlement in FY 2005.

Timeliness of formal complaint resolu-
tions

Complete 80% within target time frames
for various paths for resolution of com-
plaints as specified by the Commission

Target Met. During FY 2005, all three
of the Commission’s initial decisions on
complaints were completed within the
specified deadlines, which vary from
case-to-case based on the outlook of the
Chief Judge and the Commission.

Of the six additional complaints the
Commission handled during FY 2005,
three were settled, two were withdrawn,
and one was returned to the Commis-
sion for further action.
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FY 2006

Performance Measurement

Performance Target

Data Source

Reduce duplicative information requests
through coordination with CFTC

50% reduction by September 30, 2006

Target met. Investigations coordinated
with CFTC on all known cases of joint

interest and there were no known dupli-
cative information requests.

Timeliness of verification of EQR sub-
missions

Within 10 business days of submission

Target met. Verified within 10 business
days.

Review EQR submissions for complete-
ness and contact companies that make
up at least 80% of reported revenue for
incomplete submissions

Within 10 business days of submission

Target met. Contacted 100% of compa-
nies in the EQR database that had filed
incomplete submissions within 10 busi-
ness days of filing deadline.

Conduct follow up reviews of compa-
nies that make up at least 80% of re-
ported revenue on exercise of market
power or market manipulation

Within 60 days of final submission

Target Met. Conducted follow-up re-
views of EQR filers that make up at
least 80% of reported revenue for the
third quarter of 2005 for market ma-
nipulation or exercise of market power
within 60 days of final submission.

Timeliness of reporting to Commission
on important market events

Analysis complete within 60 days of
event

Target Met. Provided the Commission
with seven presentations at open Com-
mission meetings, 26 Weekly Market
Reviews beginning in April 2006 re-
viewing weekly market developments
and performance, and seven end-of-day
summaries on market conditions during
heat waves in the summer of 2006.

Percentage of Hotline calls resolved

60% within 2 weeks of initial contact

Target Met. Since October 1, 2005,
80% of hotline calls were resolved
within two weeks of initial contact.

Percentage of non-environmental, non-
tribal ADR processes (agreed to by
parties) concluded

75% within 120 days (convening and
process)

Target Met. The DRS completed 25
cases in FY 2006 that were non-
environmental and non-tribal, and in
which the parties agreed to pursue an
ADR process. Of these, 22 were com-
pleted within 120 days after being re-
ferred the DRS (88%).

Number of ADR requests and referrals
to the DRS

Minimum number of requests and refer-
rals equal to FY 2004

Target Met. The DRS addressed 70
new requests or ongoing cases from a
previous year, involving gas, electric,
hydroelectric, oil, and pipeline matters.
This represents a 29.6% increase over
FY 2004.

Favorable DRS customer satisfaction

80% customer satisfaction rate

Target Met. For training given by DRS,
customer satisfaction rate was 89%. For
casework concluded in FY 2006, all
participants who completed evaluations
gave the DRS staff favorable comments,
for a satisfaction rate of 100%.

Percentage of market manipulation
cases set for hearing completed accord-
ing to the established schedule

= 75% of Track I cases in 29.5 weeks
= 75% of Track II cases in 47 weeks
= 75% of Track III cases in 63 weeks

There were no Track I, II, or III cases

Percentage of market manipulation
cases set for hearing that achieve partial
or complete consensual agreement

75%

100%

Timeliness of reporting to the Commis-
sion on operational audits

85% reported to the Commission within
120 days of Commencement Letter

Target Met. Since the beginning of the
rating year, 100% of operational audits
were reported to the Commission within
120 days of Commencement Letters.
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FY 2006

Performance Measurement

Performance Target

Data Source

Percentage of operational audit recom-
mendations issued and implemented

85%

Target Met. 100% of operational audit
recommendations have been issued and
implemented.

Timeliness of reporting to the Commis-
sion on financial audits

85% reported to the Commission within
120 days of Commencement Letter

Target Met. Since the beginning of the
rating year, 100% of financial audits
were reported to the Commission within
120 days of Commencement Letters.

Percentage of financial audit recom-
mendations issued and implemented

85%

Target Met. 100% of financial audit
recommendations have been issued and
implemented.

Timeliness of reporting to the Commis-
sion on Standards of Conduct compli-
ance audits

85% reported to the Commission within
120 days of Commencement Letter

No Standards of Conduct compliance
audits were initiated during FY 2006.

Percentage of Enforcement investiga-
tions completed

75% within one year

Target Met. From October 1, 2005 to
the present, 88% of cases were closed
within one year (84% within 9 months
and 60% within 6 months).

FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Identify and Remedy Problems with Structure and Operations In Energy Markets

Timeliness of verification of EQR sub-
missions

Within 10 business days of submission

Target met. 100% verification within
10 business days.

Evaluate and improve the usefulness of
EQR data

= Issue a data dictionary for all unde-
fined fields with restricted entries

= Review the current EQR data struc-
ture and develop written recommenda-
tions for improvements

Targets met. Issued Final Order in
Docket No. RM01-8-006 on September
24,2007 which defined all EQR fields
and improved EQR data structure.

Number of RTO and ISO MMU per-
formance metrics

Increase over FY 2006

Target met. One new RTO and ISO
MMU performance metric was devel-
oped in FY2007 (increasing the number
of performance metrics from 11 in FY
2006 to 12 in FY 2007).

Timeliness of initiating or deciding
action on MMU referrals

80% acted on within 30 days

Target met. 100% acted on within 30
days.

Percentage of organized markets re-
viewed and market structure and opera-
tions problems or deficiencies identified

100% reviewed and reports completed
identifying market problems or deficien-
cies, if any, and recommended solutions

Target met. 100% of organized markets
reviewed in daily oversight meetings,
including all RTO/ISO markets, NY-
MEX, ICE and other relevant markets.
Results of continuing review communi-
cated to Commissioners via Weekly
Reports and to the public via the Market
Oversight website and the State of the
Markets Report. Seven major structure
and operations problems were identi-
fied.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Timeliness of actions on problems or
discrepancies identified in reviews of
organized markets

With 6 months of completed report

Target met. Addressed all seven identi-
fied issues within six months of identifi-
cation. Issues included: prices over
$400 in West, lack of transparency for
intrastate pipelines, lack of transparency
for natural gas sales and purchases, need
to clarify role of MMUs in RTOs, PIM/
MISO transmission issues, CenterPoint
data reporting, and Rockies Gas Prices.

Publish annual assessment of infrastruc-
ture and market conditions for each
region

Complete by June 30, 2007

Target met. The State of the Markets
Report was completed in February 2007
and detailed market and infrastructure
issues for the country as a whole. In
addition the Seasonal Assessment was
published for electric power on May 17,
2007, specifically addressing summer
2007 and the new Market Oversight
website provides updates and detailed
information for each region on a
monthly basis.

Establish Clear and Fair Processes

Improve Forensic Audits and Investiga-
tions IT tools

Implement capability to search e-mails
and voice recordings by June 30, 2007

Target met. The capability to search
voice recordings was implemented be-
ginning in September 2006 and the
capability to search e-mails was imple-
mented beginning in August 2006.

Improve Forensic Audits and Investiga-
tions capabilities

90% of enforcement and compliance
staff participate in forensics training and
interviewing skills by June 30, 2007

Target met. 95% of enforcement and
compliance staff received training on
forensic interviewing and auditing.
Classes were held in August 2005 and
May 2006.

Timeliness of reporting to the Commis-
sion on operational audits

100% reported to the Commission
within 120 days of Commencement
Letter

Target met. 100% of operational audits
(24 out of 24 from 10/1/06 — 9/30/07)
were reported to the Commission within
120 days of the Commencement Letter.

Percentage of operational audit recom-
mendations issued and implemented

90%

Target met. 100% of operational audit
recommendations issued were imple-
mented within 6 months.

Timeliness of reporting to the Commis-
sion on financial audits

100% reported to the Commission
within 120 days of Commencement
Letter

Target met. 100% of financial audits
(43 out of 43 from 10/1/06 — 9/30/07)
were reported to the Commission within
120 days of the Commencement Letter.

Percentage of financial audit recom-
mendations issued and implemented

90%

Target met. 100% of financial audit
recommendations issued were imple-
mented within 6 months.
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FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

Conduct Investigations Promptly and Impose Penalties Where Appropriate

Percentage of enforcement investiga-
tions completed

75% within one year of initiation

Target met. 94.8% of investigations
were closed within a year of being initi-
ated.

Percentage of Hotline calls resolved

70% within 2 weeks of initial contact

Target met. 75% of Hotline calls were
resolved within 2 weeks of initial con-
tact.

Encourage Self-Policing and —Reporting of Viol

ations

Percentage of regulated entities audited
to ensure internal compliance programs
and processes are in place

85% of regulated entities included in
annual audit plan

Target met. 95% of regulated entities
included in the annual audit plan were
audited (74 out of 78).

Timeliness of responses to regulated
entities seeking guidance and clarifica-
tion on compliance issues

Within 60 days

Target met. Responded to 100% of
regulated entities seeking guidance and
clarification on compliance issues
within 60 days.

Timeliness of completing recommenda-
tions on compliance issues raised by
regulated entities

Within 180 days, where Commission
action is required

Target met. 100% of recommendations
to the Commission (where Commission
action was required) were completed
within 180 days of completing an inves-
tigation originated by a self report.

Timeliness of reporting on compliance
issues raised by regulated entities

Reports completed monthly

Target met. The Pending Case Report
is issued at the end of each month and
reports on compliance issues (i.e., self

reports) raised by regulated entities.

FY 2008

Strategy

Performance Measure

Target

Results

Identify and remedy problems with structure and operations in energy markets

Regular monitoring of natural gas and
electric markets with significant issues
of market structure and operations iden-
tified

Weekly reporting of significant issues of
market structure and operations

Target Met. 45 Weekly Market Re-
views (WMR) were produced. In 2
other instances, market conditions were
summarized at the Commission’s
monthly meeting. In addition to the 45
WMRs published, 13 special reports
providing in-depth analysis of emerging
market issues were also published.

Timeliness of actions on significant
issues identified by regular monitoring
of natural gas and electric markets

Within 6 months of completed report

Target Met. Actions on all significant
issues were completed within 6 months.

Complete transition of consolidated
reporting to a web strategy

Complete by June 30, 2008

Target Met. The transition of this web
strategy was completed in March 2008
when the State of the Markets report
was published to the Oversight page
(http://www.ferc.gov/market-oversight/
market-oversight.asp) on the external

FERC website.
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FY 2008

Strategy

Performance Measure

Target

Results

Establish clear and fair processes

Apply current clear and fair processes to
investigations during the fiscal year

Provide recommendations to the Com-
mission for each proposed remedy and
penalty with clear and consistent criteria

Target met. The Commission was pro-
vided with a written memo and recom-
mendations for each of the six settle-
ments approved in FY 2008.

Develop and provide further guidance to
the industry on FERC’s expanded pen-
alty authority

By September 30, 2008

Target met. The revised Policy State-
ment on Enforcement was issued on
May 15, 2008.

Timeliness of reporting to the Commis-
sion on operational audits

Within 120 days of the Commencement
Letter

Target Met. 100% (30 out of 30)

Percentage of operational audit recom-
mendations issued and implemented

90% within 6 months

Target Met. 99% (94 out of 95)

Timeliness of reporting to the Commis-
sion on financial audits

Within 120 days of the Commencement
Letter

Target Met. 100% (37 out of 37)

Percentage of financial audit recommen-
dations issued and implemented

90% within 6 months

Target Met. 100% (23 out of 23)

Conduct investi

gations promptly and impose penalties where appropriate

Timeliness of initiating or deciding
action on MMU referrals

80% acted on within 30 days

Target Met. 100% acted on within 30
days.

Percentage of enforcement investiga-
tions not including market manipulation
issues completed

75% within one year of initiation

Target Met. 89% completed within one
year of initiation.

Percentage of market manipulation en-
forcement investigations completed

75% within two years of initiation

Target Met. 100% completed within
two years of initiation.

Percentage of Hotline calls resolved

70% within 2 weeks of initial contact

Target Met. 78% resolved within 2
weeks of initial contact.

Encourage self-policing and -reporting of violations

Percentage of regulated entities audited
to ensure internal compliance programs
and processes are in place

85% of regulated entities included in
annual audit plan

Target Met. 97% (77 out of 79).

Process complete requests for “No Ac-
tion”

Within 60 days of receipt of final re-
quest

Target Met. All five requested no-
action letters were all completed in less
than 60 days.

Timeliness of reporting on compliance
issues raised by regulated entities

Reports completed monthly

Target Met. Monthly pending case
reports were issued for self-reports of
compliance issues.
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FY 2009

Strategy

Performance Measure

Target

Data Source

Identify and remedy problems with structure and operations in energy markets

Regular monitoring of natural gas and
electric markets with significant issues
of market structure and operations iden-
tified

Weekly reporting of significant issues of
market structure and operations

Office of Enforcement

Timeliness of actions on significant
issues identified by regular monitoring
of natural gas and electric markets

Within 6 months of completed report

Office of Enforcement / Office of En-
ergy Market Regulation / Office of the
General Counsel

Fully implement the Research in Market
Oversight (RIMO) program

Perform at least four RIMO projects per
year

Office of Enforcement

Establish clear and fair processes

Apply current clear and fair processes to
investigations during the fiscal year

Provide recommendations to the Com-
mission for each proposed remedy and
penalty with clear and consistent criteria

Office of Enforcement

Timeliness of reporting to the Commis-
sion on operational audits

Within 120 days of the Commencement
Letter

Office of Enforcement

Percentage of operational audit recom-
mendations issued and implemented

90% within 6 months

Office of Enforcement

Timeliness of reporting to the Commis-
sion on financial audits

Within 120 days of the Commencement
Letter

Office of Enforcement

Percentage of financial audit recommen-
dations issued and implemented

90% within 6 months

Office of Enforcement

Conduct investi

gations promptly and impose penalties where appropriate

Timeliness of initiating or deciding
action on MMU referrals

80% acted on within 30 days

Office of Enforcement / Office of En-
ergy Market Regulation / Office of the
General Counsel

Percentage of enforcement investiga-
tions not involving market manipulation
issues completed

75% within one year of initiation

Office of Enforcement

Percentage of market manipulation en-
forcement investigations completed

75% within two years of initiation

Office of Enforcement

Percentage of Hotline calls resolved

70% within 2 weeks of initial contact

Office of Enforcement
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FY 2009

Strategy

Performance Measure

Target

Data Source

Encourage self-policing and -reporting of violations

Percentage of regulated entities audited
to ensure internal compliance programs
and processes are in place

85% of regulated entities included in
annual audit plan

Office of Enforcement

Process complete requests for “No Ac-
tion”

Within 60 days of receipt of final re-
quest

Office of Enforcement/ Office of the
General Counsel / Office of Energy
Market Regulation

Timeliness of reporting on compliance
issues raised by regulated entities

Reports completed monthly

Office of Enforcement

FY 2010

Strategy

Performance Measure

Target

Data Source

Identify and remedy problems with structure and operations in energy markets

Regular monitoring of natural gas and
electric markets with significant issues
of market structure and operations iden-
tified

Weekly reporting of significant issues of
market structure and operations

Office of Enforcement

Timeliness of actions on significant
issues identified by regular monitoring
of natural gas and electric markets

Within 6 months of completed report

Office of Enforcement / Office of En-
ergy Market Regulation / Office of the
General Counsel

Fully implement the RIMO program

Perform at least four RIMO projects per
year

Office of Enforcement

Establish clear and fair processes

Apply current clear and fair processes to
investigations during the fiscal year

Provide recommendations to the Com-
mission for each proposed remedy and
penalty with clear and consistent criteria

Office of Enforcement

Timeliness of reporting to the Commis-
sion on operational audits

Within 120 days of the Commencement
Letter

Office of Enforcement

Percentage of operational audit recom-
mendations issued and implemented

90% within 6 months

Office of Enforcement

Timeliness of reporting to the Commis-
sion on financial audits

Within 120 days of the Commencement
Letter

Office of Enforcement

Percentage of financial audit recommen-
dations issued and implemented

90% within 6 months

Office of Enforcement
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FY 2010

Strategy

Performance Measure

Target

Data Source

Conduct investigations promptly and impose penalties where appropriate

Timeliness of initiating or deciding
action on MMU referrals

80% acted on within 30 days

Office of Enforcement / Office of En-
ergy Market Regulation / Office of the
General Counsel

Percentage of enforcement investiga-
tions not involving market manipulation
issues completed

75% within one year of initiation

Office of Enforcement

Percentage of market manipulation en-
forcement investigations completed

75% within two years of initiation

Office of Enforcement

Percentage of Hotline calls resolved

70% within 2 weeks of initial contact

Office of Enforcement

Encourage self-policing and -reporting of violations

Percentage of regulated entities audited
to ensure internal compliance programs
and processes are in place

85% of regulated entities included in
annual audit plan

Office of Enforcement

Process complete requests for “No Ac-
tion”

Within 60 days of receipt of final re-
quest

Office of Enforcement/ Office of the
General Counsel / Office of Energy
Market Regulation

Timeliness of reporting on compliance
issues raised by regulated entities

Reports completed monthly

Office of Enforcement
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PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

FY 2005

Performance Measurement

Performance Target

Result

Number of new hires from recruitment
program

Attract new talent in mainstream occu-
pations through targeted recruitment,
with 50% at entry levels

Target Met. 57% of new employees (42
of 74) were hired into mainstream occu-
pations at the entry-level.

New staff from summer intern program

Hire 30% of participants into permanent
positions

Target Not Met. 20% (6 0f 29) of in-
terns eligible for conversion were hired
into permanent positions.

This performance target was set at an
approximate level, and the deviation
from that level is slight. In light of the
increase in the number of entry-level
new hires during FY 2005, this differ-
ence had no effect on overall program
performance.

Increase diversity of staff in high grades

Continue increasing diversity in GS-14,
GS-15 and SES positions

Target Met. Overall diversity in grades
GS-14 and -15, SES, and equivalent
level positions increased from 93 to 95
during FY 2005. This figure includes
both women and minorities.

Improved executive/managerial devel-
opment

Expand training in leadership and man-
agement skills by implementing an ex-
perienced supervisors leadership pro-
gram

Target Met. Beginning in June 2005,
the Commission launched a Business
Acumen Course that was designed for
supervisors. The curriculum, which was
developed through a series of focus
group meetings with SES managers,
addresses the linkage between strategic
plans, budgets, human capital plans, and
operational plans in order to manage
performance at both the organizational
and individual levels.

In August 2005, the first of four Busi-
ness Acumen Courses were taught. Out
of a target audience of 133 non-SES
supervisors, 81 or 61% have completed
or are enrolled to complete this course.

Improved technical development

Implement second phase of “markets
curriculum” for experienced staff

Target Met. From March 2005 to June
2005, a second markets curriculum
titled “FERC’s Role in the Energy Mar-
kets and Infrastructure” was imple-
mented through a series of four separate
modules.

Mentoring program

Implement FERC-wide mentoring pro-
grams

Target Not Met. Although a draft men-
toring program was prepared in late
January 2005, a decision was made to
merge the mentoring program with a
larger training/developmental program
that is being developed in FY 2006.
This difference had no effect on overall
program performance.

Improved human capital processes

Implement selected human resources
flexibilities provided by new SES Pay-
for-Performance legislation

Target Met. On April 7, 2005, the
Commission received provisional certi-
fication to implement SES Pay-for-
Performance for calendar year 2005 by
demonstrating that our SES perform-
ance appraisal system made meaningful
distinctions in pay and performance,
demonstrated clear alignment to strate-
gic goals, and included good measures
of performance for each executive.
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FY 2005

Performance Measurement

Performance Target

Result

Improved employee morale

Conduct baseline FERC-wide employee
survey; identify issues and conduct fol-

low-up survey; set improvement targets
for follow-up survey in FY 2006

Target Met. Based on the analysis of a
baseline Commission-wide employee
survey conducted in early FY 2005,
specific survey issues were identified
and addressed (through action plans) by
the Commission and each office. In
accordance with a FY 2006 NDAA
requirement, a follow-up survey is
planned that will address and include
those issues identified in the FY 2005
baseline survey (including improvement
targets).

Improved services to employees

Successful implementation of payroll
services and integration with HR ser-
vices

Target Met. In March 2005, the Com-
mission successfully migrated its proc-
essing of payroll distributions to the
National Finance Center. Also in
March 2005, the Commission’s Em-
ployee Maintenance Helpdesk was es-
tablished to provide a central point of
contact for all human resources and
payroll related inquiries.

Average IT costs per FTE

Below industry average for federal
agencies

Target Met. The Commission’s FY
2005 average IT cost per FTE of
$12,154 is below the FY 2005 industry
average for federal agencies of $14,590.

Percentage of transactions accepted
electronically

95% of transactions accepted electroni-
cally

Target Not Met. The Commission re-
ceived 80.2% of qualified documents
(27,934 out of 34,817) electronically.
Qualified documents represented about
56% of the total documents submitted to
the Commission in FY 2005.

This performance target was set at an
approximate level, and the deviation
from that level is slight. This difference
had no effect on overall program per-
formance since parties have the option
to submit transactions via digital media
(i.e. CD) rather than hard-copy form. In
addition, the percentage represents an
increase over the FY 2004 result of
75.7%.

Improved Internet Website

99% availability

Target Met. The Commission did not
experience a major Internet outage in
FY 2005, with average uptime reported
at 100% (per contractor FY 2005 self-
evaluation reports).

Timeliness of getting public documents
online

99% within 24 hours of receipt or issu-
ance

Target Not Met. During FY 2005,
96.6% of all documents presented to the
Commission’s eLibrary operations staff
were published within 24 hours. Of the
documents the Commission receives or
issues electronically, 99.88% were pub-
lished within 24 hours. As the volume
of electronic filings increases, the cur-
rent 96.6% will rise.

This performance target was set at an
approximate level, and the deviation
from that level is slight. This difference
had no effect on overall program per-
formance.
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PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

FY 2005

Performance Measurement

Performance Target

Result

Improved reliability and availability of
FERRIS

Increase customer satisfaction 25% over
FY 2003

Target Met. During FY 2005, customer
feedback from the eLibrary Helpdesk
showed that 100% of customers felt
they received a high quality of service.

Network availability

99%

Target Met. The Commission did not
experience a major network outage in
FY 2005, with average uptime reported
at 100% (per contractor FY 2005 self-
evaluation reports).

Desktop reliability

Increase reliability by 5% per year

Target Met. Compared to FY 2004 , the
number of PC breakdowns (or re-
images) during FY 2005 reduced by
9.2% from 54 re-images to 49 re-
images.

With no means to capture positive reli-
ability data (e.g. reliability increases
from FY 2004 to FY 2005), the current
performance measure and target do not
appear in future performance plans.

Standard office automation platform
and PC rate of refresh

33%

Target Met. The Commission’s FY
2005 upgrade percentage was 37%.

Timeliness of virus file updates on serv-
ers and workstations

Updates within 24 hours from release by
vendors

Target Met

Implementation of Federal Information
Security Management Act (FISMA) for
small agencies

95%

Target Met. According to the Putnam
scorecard, the measurement used to
grade implementation of FISMA, the
Commission earned a 100% (or A) rat-
ing for FY 2005.

Development of initial enterprise archi-
tecture

Complete by October 30, 2004

Target Met. The Commission’s IT En-
terprise Architecture was completed and
in place by October 31, 2004.

Develop Communications Plan

Increase number of proactive interac-
tions with the Press, Elected Officials,
and Industry by 25%

Target Met. In FY 2005, the total num-
ber of proactive interactions increased
by 27.6%.

Redesign Internet Website

Make internet site more useful and user-
friendly

Target Met. In addition to several new
user-friendly features, the Commission
added eleven new project- / initiative-
targeted web pages during FY 2005.

Engage Stakeholders

Provide 50 presentations to government
or other groups of stakeholders

Target Met. The Commission provided
over 70 presentations to government
and/or other stakeholder groups during
FY 2005.

Discussions with State regulatory bod-
ies on Commission policies and actions

Formal, effective interactions between
FERC and state officials on policy is-
sues

Target Met. The Commission partici-
pated in 61 different meetings with state
officials during FY 2005.

Foster communication with States and
Governors on infrastructure

Hold infrastructure conferences in each
region

Target Not Met. The Commission held
a total of seven infrastructure related
conferences during FY 2005 in the
Northeast, Western, Appalachian, and
Rocky Mountain regions.

This performance target was set at an
approximate level, and the deviation
from that level is slight. The Commis-
sion’s inability to hold a conference in
each region did not have an effect on
overall program performance.
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FY 2005

Performance Measurement

Performance Target

Result

Maintain liaison with market monitors
in RTOs and ISOs

Meet at least twice annually with RTO
and ISO market monitors

Target Met. The Commission met with
RTO and ISO market monitors twice
during FY 2005, both at Commission-
hosted conferences (December 2004
and July 2005).

Outreach to stakeholder groups to en-
courage use of conflict resolution
mechanisms

Increase number of outreach opportuni-
ties with stakeholders by 25%

Target Met. The 83 active projects in
FY 2005 represent a 29.7% increase
over the 64 projects in FY 2004.

Support further discussions with Canada
and Mexico

Formal interaction with Canadian and
Mexican regulators on policy issues

Target Met. The Commission held or
participated in 20 different meetings
with Canadian and/or Mexican officials
on issues related to infrastructure, reli-
ability, and other policy initiatives dur-
ing FY 2005.

Monitoring of manage-to-budget proc-
ess

Bi-weekly tracking of office salary lev-
els and quarterly review of salary levels
between Chief Financial Officer and
Office Directors

Target Not Met. Due to the National
Finance Center processing of payroll
distributions migration in March 2005,
bi-weekly tracking information was
briefly delayed. In addition, ongoing
reviews and discussions between the
Budget Division, individual office con-
tacts, and the Chief Financial Officer
did not necessitate the need for quar-
terly reviews with Office Directors.

This performance target was set at an
approximate level, and the deviation
from that level is slight. This difference
had no effect on overall program per-
formance.

Monitoring of business plan

= Clarity of fit between projects, activi-
ties, and objectives

= Periodic monitoring of completions
and adjustments to plan and related
resources

Target Met. Both of the business plan
updates that took place during FY 2005
accomplished the stated targets. A final
FY 2005 update will be completed dur-
ing the first week in November.

Timeliness of annual charges collec-
tions

Collect 98% of outstanding receivables
within 45 days of billing

Target Not Met. The Commission re-
ceived 92.7% of its annual charge col-
lections within 45 days of billing.

This performance target was set at an
approximate level, and the deviation
from that level is slight. Since the col-
lections during the 45-day period off-set
the Commission’s FY 2005 appropria-
tion and the Commission received
97.3% of its annual charge collections
prior to the end of FY 2005, this differ-
ence had no effect on overall program
performance.

Invoices paid by electronic funds trans-
fer

98%

Target Met. The Commission paid 99%
of its invoices via electronic funds
transfer during FY 2005.




FY 2010 PERFORMANCE BUDGET REQUEST
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FY 2005

Performance Measurement

Performance Target

Result

Percentage of payments accomplished
without error

98%

Target Not Met. The Commission made
97% of its payments without error dur-
ing FY 2005.

This performance target was set at an
approximate level, and the deviation
from that level is slight. Since all incor-
rect payments were recovered via inter-
nal or Department of Treasury collec-
tion actions, this difference had no ef-
fect on overall program performance.

Accuracy and completeness of annual
financial statements

Unqualified opinion

Target Met. The Commission received
an unqualified opinion on its FY 2004
financial statement audit.

Percentage of contracts performance-
based

85%

Target Met. Of the 118 procurement
actions that required a performance-

based statement of work, 100% were
awarded as performance-based.

Percentage of contracts advertised
online

85%

Target Met. Of the 3 procurement ac-
tions eligible for advertising, 100%
were advertised online.

FY 2006

Performance Measurement

Performance Target

Data Source

Percentage of summer interns hired into
permanent positions

30%

Target Not Met. 14.3% of summer
interns eligible to be rehired accepted
offers of permanent employment.
Conversions of summer interns have
steadily declined since its high in 2003
with 33%. As EPAct of 2005 require-
ments have evolved, the need for skill
sets not represented in the summer in-
tern population has dictated hiring from
other sources. This measure is omitted
in 2007 and reduced in 2008 to 20%.

Implement entry-level Professional
Development Program

Complete by September 30, 2006

Target Met. FERC Entry-Level Reten-
tion Program distributed to Program
Offices in September 2006.

Percentage of minorities among senior-
level positions (GS-14, GS-15, SL, and
SES positions)

Increase over FY 2005

Target Met. Percentage of minorities
among senior-level positions increased
by 1% over FY 2005.

Implement Commission-wide Business
Requirements guidelines

Complete by September 30, 2006

Target Met. Commission-wide Busi-
ness Requirements Guidelines distrib-
uted to the Training Council in Septem-
ber 2006

Reliability of IT infrastructure

99% network availability rate

Target Met.

FISMA compliance according to the
Putnam scorecard

Grade of “A”

Target Met. FERC received a grade of
an "A" based on the Putnam scorecard
for its most recent FISMA report which
ended September 30, 2006.
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FY 2006

Performance Measurement

Performance Target

Data Source

Integrate the Business Plan, CPIC proc-
ess, and IT architecture into the Com-
mission’s Enterprise Architecture

Complete by September 30, 2006

Target Met. DCIO's current CPIC proc-
ess requires all requests to map to the
FERC Business Plan. Pursuant to the
CPIC process IT projects are approved
or denied based on a number of criteria
one being whether or not it supports the
Commission's mission. Approved IT
projects generate a Control Board action
producing document. The data from the
approved CCN is used to update the IT
architecture which is entered into the
Commission's Enterprise Architecture
through the use of the Metis tool.

Percentage of approved IT initiatives
with supporting documentation per the
Commission's CPIC process

100%

Target Met. The CPIC Investment Re-
view Board approved 21 projects of
which all 21 went through the CPIC
review process. Therefore, 100% of the
approved IT projects went through the
CPIC approval process.

Establish earned value management
schedule and cost performance indices
for all major projects

Complete by September 30, 2006

Target Met. As implemented in FERC
Capability Maturity Model Integration
level 2 (CMMI-2) policies and proce-
dures, EVM is used to measure progress
on major projects and major phases of
multi-phased projects.

Develop and implement automated
Business plan

Complete by September 30, 2006

Target Not Met. Though Software de-
velopment for Phase 2 of the Activity
and Tracking Management System
(ATMS) has been completed, the target
was not met because extensive testing
of Phase 2 due to integration with other
eGovernment systems will push deploy-
ment to February 2007. Though Phase
2 will support business plan reporting
that is integrated with the HR time re-
porting system (MAPS), that reporting
will depend on requisite information
(e.g. proper use of time reporting codes,
MAPS data, etc.) input by FERC's pro-
gram and other offices. And since full
automation will require Commission-
wide deployment (Phases 3 and 4) and
additional reporting requirements defi-
nition and software development, the
target will not be fully met until ATMS
Phase 4. Since manual processes for
business planning will remain in place
until they are replaced by an automated
Business plan, there is no impact on
operations or program performance.

Percentage of qualified-procurements
that are performance-based

100%

Target Met. Of the 676 actions awarded
during the period, a total of 78 actions
were identified as performance-based.
All 78 of these actions were awarded
under performance-based contracts.
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FY 2006

Performance Measurement

Performance Target

Data Source

Percentage of qualified-procurements
that are advertised on-line

100%

Target Met. Of the 676 actions awarded
during the period, a total of 4 actions
qualified for on-line advertisement, and
all 4 actions were advertised on-line
with Federal Business Opportunities
(fedbizops).

Percentage of total procurement dollars
awarded to small, women-owned, and
minority businesses

5% increase over FY 2005

Target Met. In FY 2005, the Commis-
sion awarded 22% of its total procure-
ment dollars to small, women-owned
and minority businesses. In FY 2006,
the Commission awarded 34% of its
total procurement dollars to these enti-
ties which constitutes a 12% increase
over the FY 2005 performance level.

Percentage of invoices paid via elec-
tronic funds transfer

99%

Target Met. During FY 2006, the Com-
mission paid 99% of its invoices via
EFT.

Percentage of payments in compliance
with Prompt Payment Act deadlines

100%

Target Not Met. During FY 2006, the
Commission processed 94% of its pay-
ments in compliance with Prompt Pay-
ment Act deadlines. The primary cause
was the Commission's acceptance of
invoices during the FY 2006 Continuing
Resolution (October - December) which
could not be paid. Since January, the
Commission has processed 98% of its
payments in compliance with Prompt
Payment Act deadlines.

Percentage of payments made without
error

100%

Target Not Met. During FY 2006, the
Commission made 99% of its payments
without error. The failure to meet this
target did not have an adverse affect on
overall program performance.

Timeliness of collecting accounts re-
ceivable

90% of invoices collected by due dates

Target Met. During FY 2006, the Com-
mission collected 94% of its invoice
balances by the stated due date.

Complete and accurate annual financial
statements

Unqualified opinion on audited financial
statements

Target Met
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FY 2006

Performance Measurement

Performance Target

Data Source

Percentage of filings capable of being
received electronically

95%

Target Not Met. 42% of all document
types are currently capable of being
received electronically. Meeting the
target has been delayed because of two
primary factors:

1) The Commission has been responsive
to industry feedback regarding the most
efficient way for tariff filings to be filed
electronically and has extended the
prototyping and discussion of proposed
solutions; and

2) The Commission has delayed to im-
prove infrastructure (supporting data-
base, storage, server, and disaster recov-
ery infrastructure).

To mitigate the effects of the delay the
Commission encourages the filing of
non-eFiling-capable documents on digi-
tal media (CD, DVD); routinely accepts
non-eFiling-capable documents elec-
tronically on an exception basis when
requested by filers; and performs OCR
and full-text indexing on documents
submitted on paper. In addition, the
Commission is actively planning and
gathering requirements for an eFiling
system release that will meet the target.
Given the mitigation efforts, there have
been no negative impacts on program
performance or operations.

Percentage of Commission orders ap-
proved during open meetings issued

99% within 5 business days

Target Met. 321 agenda items were
approved in open meeting during the
rating period. All but 2 were issued
within 5 business days.

Percentage of Commission orders ap-
proved by notational vote issued

99% within 1 business day of adoption
date

Target Not Met. 933 agenda items were
approved through the notational proc-
ess. 40 items were issued after one day
of adoption date; these were all issued
on the following business day. Percent-
age is 96%. This is a remarkable ac-
complishment considering the signifi-
cant increase in notational items during
this appraisal period and the target did
not change from last appraisal period.
This did not have a negative impact on
operations.

Percentage of legally required notices
issued

95% within 3 business days of being
posted on eLibrary

Target Not Met. This measure includes
notices for electric rate filings prepared
by the Secretary; notices for other in-
dustries are prepared by program of-
fices. Number of electric rate notices
during the appraisal period is 2,667. Of
these, 632, or 76%, were issued three
days after filing was posted on eLibrary.
This target was not met due to staff
shortages. However, no Commission
proceeding or action was negatively
affected.
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FY 2006

Performance Measurement

Performance Target

Data Source

Percentage of press releases on impor-
tant agency actions issued

95% within 1 hour of order being issued

Target Met. In FY 2006, 90 out of 92
or 97.8% of press releases were issued
within 1 hour of action being taken.

Percentage of responses to public in-
quiries

= 60% within 3 business days
= 100% within 5 business days

Target Met. In FY 2006, OEA re-
sponded to approximately 2,800 public
inquiries. Over 90% of these inquiries
were responded to within 1 business day
of receipt. All public inquiries were
responded to within 5 business days.

Percentage of agency actions and time-
sensitive content posted on the FERC
Internet Website

95% within 1 hour of order being issued

Target Met. In FY 2006, 3,159 of 3,201
or 98.7% of important agency actions
were posted on the Commission’s inter-
net website within 1 hour of issuance.

Timeliness of notices to NEB (Canada)
and CRE (Mexico) of FERC activities
pursuant to MOU

Within 1 business day

Target Met. The NEB and CRE are
routinely notified of significant Com-
mission activities that impact their re-
spective countries through emails with
summaries and links to these orders
within one business day of the order
being issued.

Timeliness of regional hearings or con-
ferences email notifications sent to State
officials and Governors

Within 1 business day

No regional hearings/conferences took
place during the review period.

Submit FY 2005 Annual Report to Con-
gress

Complete by June 30, 2006

Target Not Met. FY 2005 Annual Re-
port has not been sent to Congress. The
target was not met due to a significant
change in the format of the Annual Re-
port to improve the overall product by
making it more targeted to the audience
groups. The decision to re-format the
Annual Report to track the agency’s
Strategic Plan resulted in a significantly
more time-consuming review process
and an extended period for obtaining the
content for the Annual Report. There
were no negative impacts on operations.
The process for the FY 2006 Annual
Report has already been initiated and
the expectation is that the target will be
met.

Submit FY 2005 international exchange
and training activity data to U.S. De-
partment of State

Complete by April 1, 2006

Target Met. FY 2005 international
exchange and training activity data was
sent to the U.S. Department of State in
March 2006.

Submit FY 2005 FOIA Annual Report
to Department of Justice

Complete by February 1, 2006

Target Met. FY 2005 FOIA Annual
Report to the Department of Justice was
submitted on January 27, 2006.

Submit FY 2005 Information Quality
Agency Annual Report to the Office of
Management and Budget (OMB)

Complete by January 1, 2006

Target Met. FY 2005 Information
Quality Agency Annual Report was
submitted to OMB prior to January 1,
2006.
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FY 2007

Performance Measurement

Performance Target

Data Source

Develop and implement a competency-
based requirements framework

Complete by January 31, 2007

Target Met. Framework developed
in January, 2007. Implementation
ongoing with mainstream occupa-
tions.

Percentage of women and/or minorities
among all positions

Increase over FY 2006

Target Met. FY 2007 percentage
for women was 52.9%. Increased
percentage over FY06 by 8% (FY
2006 - 44.5%).

FY 2007 percentage for minority
women was 20.6%. Increased
percentage over FY06 by 1.1%
(FY 2006 — 19.5%).

Improve retention ratio of entry-level new
hires

Increase FY 2006 ratio by 10%

Target Met. Retention ration for
FY 2007 hires was 100% (FY
2006 percentage was 95%).

Implement workforce planning tools

Complete by September 30, 2007

Target Met. Implemented Hiring
Gap Spreadsheet and Personnel
Status Report. Continue to prepare
and publish the Human Capital
Plan.

Timeliness of submitting Fair Act Inventory
to OMB per Circular A-76 requirements

Complete by June 30, 2007

Target Met. FY 2007 FAIR Act
was submitted to OMB 6/30/07.

Customers are satisfied with the use of
eGovernment initiatives to interact with
FERC

90%

Target Met. The customer satis-
faction level for FERC eGov Ser-
vices exceeds 96% based on data
collected from the external users
surveys.
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FY 2007
Performance Measurement Performance Target Data Source

Target Not met. With the deploy-
ment of ATMS Phase 2 in Febru-
ary FYO7 the following offices are
fully able to map workload to stra-
tegic goals and objectives using an
enterprise-wide system: OAL,
OED, OGC, and OEMR (now
OEMR and OER). For the follow-
ing offices, some divisions are able
to map workload to strategic goals
and objectives using an enterprise-
wide system while other divisions
can map workload to strategic
goals and objectives but must con-
tinue to use legacy, departmental,
and/or cuff systems: OEA, OALJ,
Federal FTE time is mapped through sys- . OE, OEP. Mapping of workload
tems to workload and strategic goals and 53(1)1;] implemented by September 30, in terms of FTE time requires both
objectives a revision of budget reporting
codes and development of a report
that correlates information in the
enterprise-wide workload tracking
system with information in the
FERC HR system. The complete
implementation of all ATMS
phases will take longer than
planned due to contract staffing
reductions from funding shortages
under a yearlong FY 2007 continu-
ing resolution and because the
effort was underestimated. A de-
tailed plan for ATMS Phase 3 is
currently under review and the
target may not be fully met in FY
2008.

Target Met. The FY2009 Budget
Request has been structured to map
A_lign Commission costs to strategic objec- Complete by September 2007 both FTEs and _the Commissions
tives costs to strategic objectives and
was completed on September 10,
2007.

Target Not Met. During FYO07, the
Commission processed 97.1%
(1897 out of 1953) of payments in
compliance with Prompt Payment
Percentage of vendor payments made by 99% Act deadlines. 37 of the 56 late
established due dates payments did not result in interest
begin paid to the vendor. The
failure to meet this target did not
have an adverse affect on overall
program performance.
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FY 2007

Performance Measurement

Performance Target

Data Source

Percentage of payments made without error

100%

Target Not Met. During FY 2007,
the Commission made 99.7% of its
payments without error. The fail-
ure to meet this target did not have
an adverse affect on overall pro-
gram performance.

Timeliness of collecting accounts receiv-
able that offset the Commission’s appro-
priation

95% collected by due dates

Target met. During FY 2007, the
Commission collected 99.5% of its
offsetting accounts receivable by
their stated due date.

Financial statements that present fairly, in
all material aspects, the Commission’s fi-
nancial position

Unqualified audit opinion on FY 2006
financial statements

Target Met. Unqualified opinion
received November, 2006

Percentage of transactional case assessments
or convening sessions concluded

75% within 20 days

Target Met. DRS completed 100%
(41 out of 41) transactional case
assessments or convening sessions
within 20 days after being referred
to the DRS.

Percentage of transactional ADR processes
agreed to by parties concluded

75% within 120 days total (convening
and process)

Target Met. DRS completed 34
transactional processes or cases,
both environmental and non-
environmental in which parties
agreed to pursue an ADR process.
Of these, 31 were completed within
120 days after being referred to the
DRS (91%).

Number of ADR requests and referrals to
the DRS

Increase number over FY 2004 (base
year)

Target Met. DRS addressed a total
of 79 new requests or ongoing
cases from a previous fiscal year
involving gas, electric, hydro-
power, and pipelines. This repre-
sents a 46.3% increase over
FY2004, in which there were 54
new requests or ongoing cases.

Favorable DRS customer satisfaction for
casework and outreach

80% customer satisfaction rate

Target Met. The DRS requests
customer feedback through evalua-
tions of casework processes, and
training sessions. For casework
concluded in FY2007, all partici-
pants who completed evaluations
gave the DRS staff favorable com-
ments, for a satisfaction rate of
100%.

In training sessions during FY
2007, participant ranking for
Course Content averaged 90%,
Course Materials averaged 88%,
and Instructor Effectiveness aver-
aged 94%.

Number of outreach events (e.g., trainings,
workshops, and presentations) to promote
the use of dispute resolution skills

Increase number over FY 2004 (base
year)

Target Met. There were 65 active
outreach projects in FY2007. This
represents a 1.6 % increase over
2004 in which there were 64 pro-
jects. Note: The projects were
both internal and external to FERC.
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PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

FY 2007
Performance Measurement Performance Target Data Source

Targets Met.
= In FY 2007, 80 out of 80 or
100% of press releases were issued
within 1 hour of action being taken.
= In FY 2007, 3816 of 3820 or
99% of important agency actions
were posted on the Commission’s
internet website within 1 hour of
issuance
= In FY 2007, the office provided
an initial and complete response to
2272 of 2791 or 81% of public
inquiries at the time of receipt.
* In FY 2007, the Commission
developed the following webpages
in the assigned timeframe: Market
Oversight, Electric Competition,
OATT Reform, Blanket Certifi-
cates, Transmission Investment,
Pipeline, Hydrokinetic Energy,
MOU, Policy Statement, Hydro
licensing, Annual Charges, Career,
Media form, and FOIA form.

Targets Met.

= 130 out of 205 pieces of official
Congressional correspondence, or
= Respond to 50% of Official Congres- 63%, were responded to within 10

= Issue 95% of press releases for impor-
tant agency actions on the same day as
the underlining action

= Post 95% of important agency actions
on the same day as the underlining ac-
tion

* Provide an initial and complete re-
sponse to 70% of inquiries at the time of
the receipt of the request

= Develop webpages within the assigned
timeframe to enhance and support the
Commission’s initiatives and goals

Ensure timely and effective communication
to all stakeholders

sional correspondence within 10 busi- business days.

ness days = In FY 2007, email notifications

* Provide email notification of signifi- to members of Congress were sent

cant Commission actions to Congress out on 340 significant Commission

within 1 to 2 business days of the under- | actions within 1 to 2 business days

lining action along with briefing offers of the underlining action. Briefing
Enhance communication with National and where :flppr(.)priate . . foers were made on appropriate
International groups = Provide timely and effective briefings | items. o

to members of Congress = In FY 2007, the Commission

= Provide email notification of signifi- provided 38 briefings to members

cant Commission actions to effected of Congress.

State regulatory agencies within 1 to 2 = In FY 2007, 178 email notifica-

business days of the underlining action tions to State regulatory agencies

= Accommodate visitation requests from | were sent out on significant Com-

delegations from various countries and mission actions within 1 to 2 busi-

organizations ness days of the underlining action.

= In FY 2007, OEA hosted 71
visits from 75 countries and organi-
zations.
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PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

FY 2007

Performance Measurement

Performance Target

Data Source

Percentage of cases set for hearing that
achieve partial or complete consensual
agreement

75%

Target Met. 88% of cases set for
hearing achieved partial or com-
plete consensual agreement.

Percentage of cases set for hearing com-
pleted according to the established schedule

= 75% of Track I cases in 29.5 weeks

= 75% of Track II cases in 47 weeks

= 75% of Track III cases in 63 weeks

Targets Met.

= There were no Track I cases.
= 80% of Track II cases in 47
weeks.

= 88% of Track III cases in 63
weeks.

Issue well-reasoned initial decisions, based
on facts, law, and Commission policies
which are upheld in whole or in part

80% of initial decisions upheld in whole

or in part

Target Met. 91% of initial deci-
sions were upheld in whole or in
part.

FY 2008

Performance Measure

Performance Target

Results

Number of ADR requests and referrals
addressed by DRS

Increase number over FY 2004

Target Met. The DRS addressed
57 new ADR requests and refer-
rals; 3 more than FY 2004.

Percentage of mediated or facilitated case
that achieve partial or complete consensual
agreement

75%

Target Met. The DRS had a 90%
(18 out of 20) success rate in as-
sisting parties achieve consensual
resolution of cases.

Favorable DRS customer satisfaction for
casework and outreach

80% customer satisfaction rate

Target Met. In trainings and work-
shops during the period, partici-
pant ranking for Course Content
averaged 89% and Instructor Ef-
fectiveness 93%. For casework,
all participants who completed
evaluations gave the DRS staff
favorable comments, for a satisfac-
tion rate of 100%.

Number of outreach events (e.g., trainings,
workshops, and presentations) to promote
the use of dispute resolution skills

Increase number over FY 2004

Target Not Met. The DRS deliv-
ered or assisted with 37 outreach
events, equal to the number in FY
2004. The DRS met all of the
outreach needs and there were no
negative program impacts.

Of ADR processes concluded, percentage

Target Met. 100% of participants
who completed a survey indicated

that resulted in savings of time and/or 75% that the use of ADR resulted in

money over traditional processes savings of time and/or money over
traditional processes.

Percentage of cases set for hearing that

achieve partial or complete consensual 75% Target Met. 91%

agreement
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PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

FY 2008

Performance Measure

Performance Target

Results

Ensure timely and effective communication

to all stakeholders

= Issue 95% of press releases for impor-
tant agency actions within 1 hour of
action being taken

= Post 95% of important and time-
sensitive agency actions on the Commis-
sion’s internet website within 1 hour of
issuance

* Provide an initial and complete re-
sponse to 70% of inquiries at the time of
the receipt of the request

= Develop webpages within the as-
signed timeframe to enhance and sup-
port the Commission’s initiatives and
goals

= Target Met. 95% (71 out of 75)
press releases were issued within 1
hour of action being taken.

= Target Met. 100% (4,004 out of
4,005) important and time-
sensitive actions were posted
within 1 hour of action being taken
by the Commission.

= Target Met. 74% (3,833 out of
5,149) of inquiries were provided a
complete response at the time of
the receipt of the request.

= Target met. 19 new web pages
and/or sections on FERC.gov were
developed within the assigned
timeframe.

Enhance communication with National and

International groups

= Provide responses to 95% of Con-
gressional inquiries and briefing re-
quests by the date requested or by 10
business days from the date of the re-
quest

= Provide email notification of signifi-
cant Commission actions to Congress
within 1 to 2 business days of the under-
lying action along with briefing offers
where appropriate

= Provide timely and effective briefings
to members of Congress and State Offi-
cials within the timeframe requested and
initiate at least three briefings on top
priority issues within timeframe appro-
priate to effect that issue

* Provide email notification of outreach
efforts (i.e., panel discussions, work-
shops, conferences or other forums) to
State Officials and Governors within 3
business days

= Respond to 80% of international dele-
gation meeting requests within 3 busi-
ness days of rendering a decision

= Target Met. 100% (61 out of
61) briefings were held and (318
out of 318) congressional inquiries
were responded to within 10 busi-
ness days of the request.

= Target Met. Email notifications
concerning 292 significant Com-
mission actions were sent within 1
to 2 business days of the underly-
ing action.

= Target Met. 61 timely and ef-
fective briefings with members of
Congress were held. Briefings on
the top priority issues of cyber
security; market manipulation; and
transmission line siting were held
within appropriate time frames.
State officials were also briefed on
these issues.

= Target Met. Staff provided 19
notifications of outreach efforts
within 3 business days, and within
at least 30 days’ notice of public
meetings for two additional out-
reach items.

= Target Met. 82% (40 out of 47)
of requests were responded to
within 3 business days.

125

SHOIANAdAY



APPENDICES

FEDERAL ENERGY REGULATORY COMMISSION

PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

FY 2008

Performance Measure

Performance Target

Results

Maintain an effective recruiting program

= Recruit at least 3 students each from
at least 4 target universities

* Increase new hires from recruiting
program by 10 over FY 2007

= Hire 20% of interns into permanent
positions

Target Met. A total of 19 stu-
dents were recruited from 4
target universities.

Target Met. 58 new hires in FY
2008; 41 more than FY 2007

Target Met. 36% (4 out of 11) of
summer interns from FY
2007 hired in FY 2008.

Implement employee development pro-
grams

= Launch leadership development pro-
gram

= Develop competency based training
for mainstream occupations

Target Met. The LDP was
launched in October 2007. 15
candidates will graduate from
program in February 2009.

Target Met. A competency as-
sessment tool for competency
based training needs analysis
was launched in September
2008 and will be included in
the FY 2009 Central Training
Fund prioritization.

Maintain an effective performance manage-
ment system

= All employees receive training annu-
ally

* Provide feedback to managers to en-
sure ratings reflect meaningful distinc-
tions between performance

= High achievers are rewarded appropri-
ately

Target Met. FERC Non-
Supervisory Employees re-
ceived training in August and
September 2008.

Target Met. All FERC managers
received feedback on ratings
and training on meaningful
distinctions during the corre-
sponding rating cycle of their
program office.

Target Met. Report analysis
shows that higher monetary
awards are commensurate
with higher performance rat-
ings.

Ensure appropriate representation of
women and minorities at all levels within
the organization

Increase over FY 2007 baseline

Target Not Met.

Women. The representation of
women was 45.5% in FY
2008, a 7.4% decrease from
FY 2007.

Minorities. Overall, the represen-
tation of minorities was
32.7% in FY 2008, a 0.5%
decrease from FY 2007.

Maintain reliable financial management
systems which generate accurate and timely
financial information to support operating,
budget, and policy decisions

= Unqualified audit opinion on financial
statements

= Unqualified assurance assertion on
internal controls

Target Met. Unqualified opinion
received November 6, 2008.

Target Met. Unqualified assur-
ance asserted over internal
controls September 12, 2008.
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PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

FY 2008

Performance Measure

Performance Target

Results

Manage acquisitions in accordance
with federal requirements and ensure
process provides for the efficient use of
Commission resources

= 25% of total procurement dollars
awarded to small, women-owned, and
minority businesses

= 100% of qualified procurements are
performance-based

= Target Met. 31% of total procure-
ment dollars awarded to small, women-
owned and minority businesses.

= Target met. 100% of all qualified
procurements were performance based
awards.

Full implementation of FERC’s eGov-
ernment initiatives

Completed by September 30, 2008

Target Met. eFiling 7.0 was completed
by September 30, 2008. eFiling will
increase the number of documents that
can be submitted and provides a secure
process for submitting Privileged and
CEII materials. Also, ATMS 3.0 suc-
cessfully developed the infrastructure to
capture the tracking of all docketed and
non-docketed work. Customer satisfac-
tion with eGov services was over 90%.

Supporting Initiatives FY 2009

Performance Measure

Performance Target

Data Source

Number of ADR requests and referrals
addressed by DRS

Increase number over FY 2004

Dispute Resolution Service

Percentage of mediated or facilitated
case that achieve partial or complete
consensual agreement

75%

Dispute Resolution Service

Favorable DRS customer satisfaction
for casework and outreach

80% customer satisfaction rate

Dispute Resolution Service

Number of outreach events (e.g., train-
ings, workshops, and presentations) to
promote the use of dispute resolution
skills

Increase number over FY 2004

Dispute Resolution Service

Of ADR processes concluded, percent-

age that resulted in savings of time and/ 75% Dispute Resolution Service

or money over traditional processes

P f for hearing that P o
ergentage ot cases set for hearing tha o Office of Administrative Litigation /

achieve partial or complete consensual 75%

agreement

Office of Administrative Law Judges

Ensure timely and effective communica-
tion to all stakeholders

Issue 95% of press releases for impor-
tant agency actions within 1 hour
of action being taken

Post 95% of important and time-
sensitive agency actions on the
Commission’s internet website
within 1 hour of issuance

Provide an initial and complete re-
sponse to 70% of inquiries at the
time of the receipt of the request

Develop webpages within the assigned
timeframe to enhance and support
the Commission’s initiatives and
goals

Office of External Affairs
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Supporting Initiatives FY 2009

Performance Measure

Performance Target

Data Source

Enhance communication with National
and International groups

= Provide responses to 95% of Congres-
sional inquiries and briefing requests by
the date requested or by 10 business
days from the date of the request

* Provide email notification of signifi-
cant Commission actions to Congress
within 1 to 2 business days of the under-
lying action along with briefing offers
where appropriate

= Provide timely and effective briefings
to members of Congress and State Offi-
cials within the timeframe requested and
initiate at least three briefings on top
priority issues within timeframe appro-
priate to effect that issue

= Provide email notification of outreach
efforts (i.e., panel discussions, work-
shops, conferences or other forums) to
State Officials and Governors within 3
business days

= Respond to 80% of international dele-
gation meetings requests within 3 busi-
ness days of rendering a decision

Office of External Affairs

Maintain an effective recruiting pro-
gram

= Increase retention rate of new hires
over FY 2008

= Hire 20% of interns into permanent
positions

* Implement a formal mid-career re-
cruiting program by December 31, 2008

Office of the Executive Director

Implement employee development pro-
grams

= Launch competency based training
program for mainstream occupations
= Develop competency based training
for all occupations

Office of the Executive Director

Maintain an effective performance man-
agement system

= All employees and managers receive
training annually

* Provide feedback to managers to en-
sure ratings reflect meaningful distinc-
tions between performance

= High achievers are rewarded appropri-
ately

Office of the Executive Director

Ensure appropriate representation of
women and minorities at all levels
within the organization

Increase over FY 2008 baseline

Office of the Executive Director

Maintain reliable financial management
systems which generate accurate and
timely financial information to support
operating, budget, and policy decisions

= Unqualified audit opinion on financial
statements

= Unqualified assurance assertion on
internal controls

Office of the Executive Director

Manage acquisitions in accordance with
federal requirements and ensure process
provides for the efficient use of Com-
mission resources

= 25% of total procurement dollars
awarded to small, women-owned, and
minority businesses

= 100% of qualified procurements are
performanced-based

Office of the Executive Director
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PERFORMANCE MEASUREMENT DATA FOR SUPPORTING INITIATIVES: FY 2005—FY 2010

Supporting Initiatives FY 2010

Performance Measure

Performance Target

Data Source

Number of ADR requests and referrals
addressed by DRS

Increase number over FY 2004

Dispute Resolution Service

Percentage of mediated or facilitated
case that achieve partial or complete
consensual agreement

75%

Dispute Resolution Service

Favorable DRS customer satisfaction
for casework and outreach

80% customer satisfaction rate

Dispute Resolution Service

Number of outreach events (e.g., train-
ings, workshops, and presentations) to
promote the use of dispute resolution
skills

Increase number over FY 2004

Dispute Resolution Service

Of ADR processes concluded, percent-

age that resulted in savings of time and/ 75% Dispute Resolution Service

or money over traditional processes

Percentage of cases set for hearing that - . S
achieve partial or complete consensual 75% Office of Administrative Litigation /

agreement

Office of Administrative Law Judges

Ensure timely and effective communica-
tion to all stakeholders

= Issue 95% of press releases for impor-
tant agency actions within 1 hour of
action being taken

= Post 95% of important and time-
sensitive agency actions on the Commis-
sion’s internet website within 1 hour of
issuance

* Provide an initial and complete re-
sponse to 70% of inquiries at the time of
the receipt of the request

= Develop webpages within the as-
signed timeframe to enhance and sup-
port the Commission’s initiatives and
goals

Office of External Affairs

Enhance communication with National
and International groups

= Provide responses to 95% of Congres-
sional inquiries and briefing requests by
the date requested or by 10 business
days from the date of the request

= Provide email notification of signifi-
cant Commission actions to Congress
within 1 to 2 business days of the under-
lying action along with briefing offers
where appropriate

= Provide timely and effective briefings
to members of Congress and State Offi-
cials within the timeframe requested and
initiate at least three briefings on top
priority issues within timeframe appro-
priate to effect that issue

* Provide email notification of outreach
efforts (i.e., panel discussions, work-
shops, conferences or other forums) to
State Officials and Governors within 3
business days

= Respond to 80% of international dele-
gation meetings requests within 3 busi-
ness days of rendering a decision

Office of External Affairs
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Supporting Initiatives FY 2010

Performance Measure

Performance Target

Data Source

Maintain an effective recruiting pro-
gram

= Increase retention rate of new hires
over FY 2008

= Hire 20% of interns into permanent
positions

Office of the Executive Director

Implement employee development pro-
grams

= Launch competency based training
program for mainstream occupations
= Develop competency based training
for all occupations

Office of the Executive Director

Maintain an effective performance man-
agement system

= All employees and managers receive
training annually

* Provide feedback to managers to en-
sure ratings reflect meaningful distinc-
tions between performance

= High achievers are rewarded appropri-
ately

Office of the Executive Director

Ensure appropriate representation of
women and minorities at all levels
within the organization

Increase over FY 2008 baseline

Office of the Executive Director

Maintain reliable financial management
systems which generate accurate and
timely financial information to support
operating, budget, and policy decisions

= Unqualified audit opinion on financial
statements

= Unqualified assurance assertion on
internal controls

Office of the Executive Director

Manage acquisitions in accordance with
federal requirements and ensure process
provides for the efficient use of Com-
mission resources

= 25% of total procurement dollars
awarded to small, women-owned, and
minority businesses

= 100% of qualified procurements are
performanced-based

Office of the Executive Director
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APPENDIX E: GUIDING PRINCIPLES THAT STRENGTHEN
THE COMMISSION’S OVERALL PERFORMANCE

Five principles guide the Commission as it exercises its jurisdiction under its governing statutes. Whether the Com-
mission is adjudicating a rate filing, ruling on an application, or developing a new policy, it strives to meet these prin-
ciples as a means of ensuring that each of its actions is consistent with the public interest.
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Organizational Excellence. Above all, the Commission strives to use its resources efficiently and effectively to achieve
its strategic priorities. This includes its human resources. The Commission performs targeted recruiting and hiring and
has developed a markets-oriented training curriculum for entry-level as well as experienced staff. The Commission also
makes efficient use of its IT to receive filings, produce reports and orders, and maintain data repositories. The Commis-
sion tracks the activities of its staff to ensure that they are directed at meeting the Commission’s strategic goals and ob-

jectives.

Due Process and Transparency. Paramount in all of its proceedings is the Commission’s determination to be open and
fair to all participants. Filings are publicly accessible through the Commission’s website, and filings to change rates,
terms and conditions of service are announced by way of public notice published in the Federal Register. Material issues
of fact are resolved through hearings governed by due process rules; the Commission also encourages the use of ADR
procedures, which provide for more informal public participation in resolution of a proceeding. The Commission often
holds public conferences at which it receives input from members of the public on controversial issues of national impor-
tance. Finally, many of the Commission’s major decisions are discussed and announced at meetings that are open to the
public and also are webcast at no charge on its website.

Regulatory Certainty. In each of the thousands of orders, opinions and reports issued by the Commission each year, the
Commission strives to provide regulatory certainty through consistent approaches and actions. Without an assurance
that the Commission’s policies will be internally consistent and applied consistently, investors may be unwilling to bear
the risks associated with investing in critical energy infrastructure. Where it is appropriate, the Commission provides
generic direction to industry participants in the form of guidance orders, policy statements or rulemakings, to avoid the
uncertainty present in case-by-case adjudications. The Commission also has adopted market rules designed to help pre-
vent the exercise of market power and market abuse, to provide a more stable marketplace, and create an environment
that will attract needed investment capital.

Stakeholder Involvement. The Commission conducts regular outreach to ensure that interested persons have an appropri-
ate opportunity to contribute to the performance of the Commission’s responsibilities. The Commission also organizes
technical conferences and workshops designed to explain and explore issues related to the development and implementa-
tion of its policies. In FY 2007, the Commission met with state and federal regulators, industry officials, and the public
to discuss electric market and reliability issues. Outreach in FY 2007 engaged stakeholders on issues such as open ac-
cess in electric markets, issues related to competition in power markets, operations among and between wholesale elec-
tric and gas markets, electric utility and holding company mergers and prevention of cross-subsidization by captive util-
ity customers, demand response, cost-allocation for transmission system upgrades, the Commission’s enforcement ef-
forts, and mandatory reliability standards for the bulk power system. Finally, in processing hydropower and gas facility
applications, the Commission conducts an extensive collaborative pre-filing process, during which it receives input from
a multitude of stakeholders including citizen groups, environmental organizations, tribal interests, and local, state and
federal resource agencies. The Commission has adopted a similar pre-filing process for resolution of transmission siting
applications.

Timeliness. The Commission’s goal is to reach an appropriate resolution of each proceeding in an expeditious manner.
Toward that end, the Commission has steadily decreased the time it takes to act on proposed projects, such as LNG im-
port terminals, gas storage facilities, and interstate natural gas pipelines. It has done so without compromising its envi-
ronmental protection and public participation responsibilities. The Commission also sets and tracks compliance with
goals for timely resolution of filings for cost recovery, new services or changes to existing services, as well decisions on
initial decisions, complaints, and FPA section 203 applications.
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Acronym Full Description
ADR alternative dispute resolution
ALJ Office of Administrative Law Judges
ALP alternative licensing process
ARO asset retirement obligation
ASM ancillary services market
ATC available transfer capability
ATMS Activity and Tracking Management System
Bef billion cubic feet
CAISO California Independent System Operator
CEIl critical energy infrastructure information
CERA Cambridge Energy Research Associates
CFTC U.S. Commodity Futures Trading Commission
CIP critical infrastructure protection
CMP Congestion Management Process
COOP Commission’s Continuity of Operations
CWIP construction work in progress
DCF discounted cash flow
DHS U.S. Department of Homeland Security
DOE U.S. Department of Energy
DOT U.S. Department of Transportation
DRS Dispute Resolution Service
EAP Emergency Action Plan
EIS Environmental Impact Statement
EISA Energy Independence and Security Act of 2007
EPAct 2005 Energy Policy Act of 2005
EQR Electric Quarterly Report
ERCOT Electric Reliability Council of Texas, Inc.
ERO Electric Reliability Organization
ESAI Energy Security Analysis Inc.
FCM Forward Capacity Market
FER.C or Com- The Federal Energy Regulatory Commission
mission
FISMA Federal Information Security Management Act
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Acronym Full Description
FOIA Freedom of Information Act
FPA Federal Power Act
FPC Federal Power Commission
FRCC Florida Reliability Coordinating Council
FTE full-time equivalent
FTR Financial Transmission Rights
FY fiscal year
GIS Geographic Information System
HR Human Resources
ICT independent coordinator of transmission
ILP integrated licensing process
ISO independent transmission system operator
ISO-NE ISO New England
IT information technology
ITC independent transmission company
ITMRA/

Clinger-Cohen
Act

Information Technology Management Reform Act of
1996

JOA Joint Operating Agreement

kV Kilovolt

LNG liquefied natural gas

LSE load-serving entity

MAPP Mid-Continent Area Power Pool

MEPCO Maine Electric Power Company

MGGRA Midwestern Greenhouse Gas Reduction Accord
Midwest ISO  |Midwest Independent Transmission System Operator
MLP Master Limited Partnership

MMC Market Monitoring Center

MMU market monitoring unit

MOU memorandum of understanding

MRO Midwest Reliability Organization

MRTU Market Redesign and Technology Upgrade
MW Megawatt
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Acronym Full Description

NAESB North American Energy Standards Board

NAL no-action letter

NARUC National Association of Regulatory Utility Commis-
sioners

NEPA National Environmental Policy Act of 1969
North American Electric Reliability Council or

NERC
North American Electric Reliability Corporation

NGA Natural Gas Act

NGPA Natural Gas Policy Act of 1978

NGWDA Natural Gas Wellhead Decontrol Act of 1989

NIST National Institute of Standards and Technology

NOP Notice of Penalty

NOPR notice of proposed rulemaking

NPCC Nor‘Fheast Power Coordinating Council: Cross Border
Regional Entity, Inc

NRC Nuclear Regulatory Commission

NYISO New York Independent System Operator

OAL Office of Administrative Litigation

OASIS Open Access Same-Time Information System

OATT Open Access Transmission Tariff

OCSLA Outer Continental Shelf Lands Act of 1978

OE Office of Enforcement

OEA Office of External Affairs

OED Office of the Executive Director

OEMR Office of Energy Market Regulation

OEP Office of Energy Projects

OER Office of Electric Reliability

0GC Office of the General Counsel

OMB Office of Management and Budget

PIM PJM Interconnection

PSE Puget Energy, Inc.

PUHCA Public Utility Holding Company Act of 1935
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Acronym Full Description
PUHCA 2005 |Public Utility Holding Company Act of 2005
PURPA Public Utility Regulatory Policies Act of 1978
QF qualifying facility
RFC Reliability First Corporation
RGGI Regional Greenhouse Gas Initiative
RIMO Research in Market Oversight
ROE return on equity
RPM reliability pricing model
RSG revenues sufficiency guarantee
RTO regional transmission organization
SBREFA (8);11139119]63usiness Regulatory Enforcement Fairness Act
SEC Security and Exchange Commission
SERC SERC Reliability Corporation
SPP Southwest Power Pool, Inc.
TRE Texas Regional Entity
TVA Tennessee Valley Authority
VRF Violation Risk Factor
VSL Violation Severity Level
WCI Western Climate Initiative
WECC Western Electricity Coordinating Council
WMR Weekly Market Reviews
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