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FY 2011 PERFORMANCE BUDGET REQUEST

THE FEDERAL ENERGY REGULATORY COMMISSION’S MISSION

Reliable, Efficient, and Sustainable Energy for Consumers

Assist consumers in obtaining reliable, efficient, and sustainable energy services at a reasonable
cost through appropriate regulatory and market means.

Fulfilling this mission involves pursuing two primary goals:

1. Ensure that rates, terms and conditions are just, reasonable
and not unduly discriminatory or preferential.

2. Promote the development of safe, reliable and efficient energy
infrastructure that serves the public interest.
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FY 2011 PERFORMANCE BUDGET REQUEST

The Federal Energy Regulatory Commission (FERC or the Commission) requests funding of $315,600,000 and 1,539 full-
time equivalents (FTEs) for fiscal year (FY) 2011. The Commission’s proposed budget reflects a net change of $17.6 million
and 11 additional FTEs to carry-out the Commission’s reliability and critical infrastructure protection standards development
and compliance processes; enforcement efforts; and policy reforms related to renewable resources and advanced technolo-
gles.

In accordance with the Office of Management and Budget guidance, the Federal Energy Regulatory Commission updated its
Strategic Plan for fiscal years 2009 — 2014. During this update, Strategic Goals and Objectives were developed to align with

the Commission’s statutory authorities. The Commission’s budget request and associated justification is aligned with its up-
dated Strategic Plan.

Funding by Strategic Goal

(Dollars in Thousands)

0 -
L 9D ST EY 2010
ques FY 2011
Goal 1 $164,464 $166,709 $175,386 5.2%
Objective 1.1 125,393 125,273 130,734 4.4%
Objective 1.2 39,071 41,436 44,652 7.8%
Goal 2 $118,006 $131,291 $140,214 6.8%
Objective 2.1 68,494 68,669 72,667 5.8%
Objective 2.2 30,457 31,053 32,525 4.7%
Objective 2.3 19,055 31,569 35,021 10.9%

TOTAL $282,469 $298,000 $315,600

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

FTEs by Strategic Goal

0 -
e e Y 3010 o
FY 2011
Goal 1 824 869 875 0.7%
Objective 1.1 648 653 657 0.6%
Objective 1.2 175 216 218 0.9%
Goal 2 573 659 664 0.8%
Objective 2.1 330 334 334 0.0%
Objective 2.2 156 160 160 0.0%
Objective 2.3 86 165 170 3.0%

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

OBJECT CLASS SUMMARY

12.1

13.0

21.0
22.0
23.1
23.2

23.3

24.0
25.0
25.1
252
253
254
25.7
26.0
31.0
41.0
42.0

(Dollars in Thousands)

Personnel Compensation

Benefits

Benefits for Former Personnel

Total, Personnel Compensation & Benefits
Travel and Transportation of Persons
Transportation of Things

Rental Payments to GSA

Rental Payments to Others
Communications, Utilities & Misc. Charges

Printing and Reproduction

Other Services

Advisory and Assistance

Non-Federal

Federal

Operation & Maintenance of Facilities
Operation & Maintenance of Equipment
Supplies and Materials

Equipment

Grants, Subsidies & Contributions
Insurance Claims and Indemnities
TOTAL, OBLIGATIONS

Application of Prior Years' Budget Authority
GROSS BUDGET AUTHORITY
Offsetting Receipts

NET BUDGET AUTHORITY

FY 2009 FY 2010 FY 2011

Actual Estimate Request
$152,357,320 $172,317,000 $178,298,400
40,515,500 43,990,000 48,262,000
26,103 - _
$192,898,923 $216,307,000 $226,560,400
3,728,283 4,490,000 4,899,300
7,365 5,000 5,000
20,769,184 22,128,300 23,940,600
508,361 600,000 625,000
2,039,722 1,802,400 2,001,000
2,140,953 2,206,000 2,206,000
52,736,033 46,916,061 48,396,000
9,508,304 8,569,100 9,542,500
12,059,104 7,423,200 7,736,600
2,504,589 1,585,200 2,389,100
4,425,329 2,500,000 1,948,000
24,238,707 26,838,561 26,779,800
1,627,363 1,272,600 1,287,600
5,852,916 2,190,939 5,597,400
20,717 56,700 56,700
139,582 25,000 25,000
$282,469,401 $298,000,000 $315,600,000
$282,469,401 $298,000,000 $315,600,000
(282,469,401) (298,000,000) (315,600,000)

$ -
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FY 2011 PERFORMANCE BUDGET REQUEST

Funding Breakdown by Industry

(Dollars in Thousands)

0 -
FY 2009 FY 2010 FY 2011 % (+/-)
Actual Estimat R t 1D
ctual stimate eques FY 2011
Electric Power $138,837 $158,160 $167,562 5.9%
Natural Gas & Oil Pipelines 76,875 72,951 77,520 6.3%
Hydropower 66,756 66,888 70,518 5.4%

TOTAL $282,469 $298,000 $315,600

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

FTE Breakdown by Industry

0 -
FY 2009 FY 2010 FY 2011 7 (+/)
Actual Estimat R t 20D i
ctua ) ate eques FY 2011
Electric Power 705 825 832 0.8%
Natural Gas & Oil Pipelines 367 376 379 0.8%
Hydropower 324 327 328 0.3%

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

PROPOSED APPROPRIATION LLANGUAGE

For necessary expenses of the Commission to carty 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 re-
ception and representation expenses not to exceed $3,000, $315,600,000, to remain available until expended: Provided, That
notwithstanding any other provision of law, not to exceed $315,600,000, of revenues from fees and annual charges, and other
services and collections in FY 2011 shall be retained and used for necessary expenses in this account, and shall remain avail-
able until expended: Provided further, That the sum herein appropriated from the general fund shall be reduced as revenues
are received during FY 2011 so as to result in a final FY 2011 appropriation from the general fund estimated at not more

than $0.

Full Cost Recovery

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

FY 2009 FY 2010 FY 2011

Actual Estimate Request
Appropriation $273,400 $298,000 $315,600
Offsetting Collections (273,400) (298,000) (315,600)

Net Appropriation

Overview of the

Federal Energy Regulatory Commission

The Commission is an independent regulatory agency
within the U.S. Department of Energy (DOE). The Com-
mission’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 recov-
ers 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 appropriation, resulting in no net appropriation.

Dollars in thousands

FERC is composed of up to five commissioners who are
appointed by the President of the United States with the
advice and consent of the Senate. Commissioners serve
staggered five-year terms and have an equal vote on regula-
tory matters. To avoid any undue political influence or pres-
sure, 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 unbi-
ased decisions.

OVERVIEW AND HISTORY



FY 2011 PERFORMANCE BUDGET REQUEST

THE CURRENT CHAIRMAN AND COMMISSIONERS

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

Commissioner Spitzer Commissioner Moeller Commissioner Norris
Sworn In: July 21, 2006 Sworn In: July 24, 2006 Sworn In: January 11, 2010
’ Term Expires: June 30, 2010 Term Expires: June 30, 2012

Term Expires: June 30, 2011
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FEDERAL ENERGY REGULATORY COMMISSION

In addition to the Chairman and Commissioners, FERC is organized into 11 separate functional offices; each is
responsible for carrying out specific portions of the Commission’s responsibilities. The offices work in close coor-
dination to effectively carry out the Commission’s statutory authorities.

Federal Energy Regulatory Commission
Organizational Chart

Commissioner Commissioner ( Chairman [ Commissioner ) { Commissioner j
| ! I

Office of Electric Reliability Office of Enforcement

New York Regional Office

Atlanta Regional Office

Office of Energy Market Regulation Office of Energy Projects Chicago Regional Office

Portland Regional Office

San Francisco Regional

Office of Energy Policy and Innovation Office of the General Counsel T

Office of Administrative Litigation Office of Administrative Law Judges

Office of the Executive Director Office of External Affairs

Office of the Secretary

As of January 30, 2010

OVERVIEW AND HISTORY -8 -



FY 2011 PERFORMANCE BUDGET REQUEST

Office of Administrative Law Judges
(ALJ)

Resolves contested cases as directed by the Com-
mission either through impartial hearing and deci-
sion 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 hear-
ing. Represents the public interest and seeks to
litigate or settle cases in an equitable manner while
ensuring the outcomes are consistent with Com-
mission 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 infrastructure.

Office of Electric Reliability (OER)
Opversees the development and review of manda-
tory reliability and security standards; ensures com-
pliance 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 elec-
tric, natural gas, and oil pipeline facilities and ser-
vices as well as demand response, energy effi-
ciency, distributed generation, renewable energy
issues, greenhouse gas emissions policies, and ad-
vanced technologies relevant to grid and wholesale
markets.

Office of Energy Policy and Innovation
(OEPI)

Issues, coordinates, and develops proposed policy
reforms to address emerging issues affecting
wholesale and interstate energy markets, including
such areas as climate change, the integration of
renewable resources, and the deployment of de-
mand response.

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 (OE)

Protects customers through understanding markets
and their regulation, timely identifying and remedy-
ing market problems, assuring compliance with
rules and regulations, and detecting violations and
crafting appropriate remedies, including civil pen-
alties.

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), organ-
izational management, financial, and logistic func-
tions.

Office of the General Counsel (OGC)
Provides legal services to the Commission. Repre-
sents the Commission before the courts and Con-
gress and is responsible for the legal aspects of the
Commission’s activities.

Office of the Secretary (OSEC)

Serves as the official focal point through which all
filings are made for proceedings before the Com-
mission.

OVERVIEW AND HISTORY



FEDERAL ENERGY REGULATORY COMMISSION

REGULATORY AUTHORITY HISTORY AND OVERVIEW

The Commission has an important role in the develop-
ment of a reliable energy infrastructure and the protection
of wholesale customers from unjust and unreasonable
rates and undue discrimination and preference. The Com-
mission 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
regulate nonfederal -hydropower projects on navigable
waterways and federal lands. As the regulatory authority of
the FPC expanded, the Federal Water Power Act ulti-
mately became Part I of the FPA. Part I of the FPA has
been amended by subsequent statutes including the Elec-
tric Consumers Protection Act of 1986 and the Energy
Policy Act of 1992. The Commission relies on these au-
thorities to carry out its hydropower responsibilities in-

The Commission is also ultimately responsible for protect-
ing 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 ap-
proved 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 ulti-
mately responsible for the effective enforcement of the
standards.

The Commission also has other electric regulatory respon-
sibilities under portions of the Public Utility Regulatory
Policies Act of 1978 and the Public Utility Holding Com-
pany Act of 2005 pertaining to qualifying facilities, exempt

Smart Grid is shorthand for a growing array of applications and devices that enhance and
automate the monitoring and control of electrical transmission and distribution networks
for added reliability, efficiency and cost-effective operations.

cluding: the issuance of preliminary permits; the issuance
of licenses for the construction of a new project; the issu-
ance of licenses for the continuance of an existing project
(relicensing); the investigation and assessment of headwa-
ter benefits; and the oversight of all ongoing project opera-
tions, including dam safety and security inspections, public
safety and environmental monitoring. While the Commis-
sion’s responsibility under the FPA is to strike an appro-
priate balance among the many competing developmental
and environmental interests, several other laws, statutes,
and executive orders affect hydropower regulation. These
include, but are not limited to, the National Environmental
Policy Act NEPA), Clean Water Act, Coastal Zone Man-
agement Act, Endangered Species Act, Fish and Wildlife
Coordination Act, and National Historic 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 commetce 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 transac-
tions involving public utilities and public utility holding
companies.

wholesale generators, and books and records access re-
quirements. Under the Energy Independence and Security
Act of 2007 (EISA), the Commission, along with DOE
and National Institute of Standards and Technology
(NIST), participates in a smart grid taskforce to ensure
awareness, coordination, and integration of the federal
government’s diverse activities related to smart grid tech-
nologies 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
facilities that are proposed in National Interest Electric
Transmission Corridors, designated by the Secretaty 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 distribution of electricity are matters left to the states.
In addition, the Commission does not have a role in au-
thorizing the construction of new generation facilities
(other than non-federal hydroelectric facilities) which is
the responsibility of state and local governments.

OVERVIEW AND HISTORY
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Natural Gas and Liquefied Natural Gas

The Commission’s role in regulating the natural gas indus-
try 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 termi-
nals. As part of its responsibility, the Commission con-
ducts cryogenic design and technical review of the opera-
tional aspects of LNG facilities during the certificate proc-
ess. Once a facility is constructed 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 cet-
tificates of public convenience and necessity for the con-
struction and operation of interstate natural gas pipelines
and storage facilities. FERC is also responsible for con-
ducting compliance inspections of the natural gas pipelines
and storage facilities during construction. Although the
Commission 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 Depart-
ment of Transportation (DOT).

As required by NEPA, the Commission prepares environ-
mental documents for proposed natural gas and LNG fa-
cilities and acts in conformance with other environmental
statutes as appropriate, including the Endangered Species
Act, National 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 com-
merce. The Commission’s jurisdiction over sales for resale
of natural gas is limited by the Natural Gas Policy Act of
1978 and the Natural Gas Wellhead Decontrol Act of

1989. Regulation of the production and gathering of natu-
ral gas, as well as retail sales and local distribution, are mat-
ters left to the states.

Oil

The Interstate Commerce Act gives the Commission juris-
diction over the rates, terms and conditions of transporta-
tion services provided by interstate oil pipelines. The Com-
mission has no authority over the construction of new oil
pipelines or over other aspects of the industry such as pro-
duction, refining or wholesale or retail sales of oil.

Oversight and Enforcement

The Commission’s enforcement role was significantly rein-
forced by EPAct 2005, which conferred expanded author-
ity on the Commission to assess penalties for violations of
the NGA and all of Part II of the FPA. The Commission’s
enforcement role was also expanded with respect to man-
datory 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 Commis-
sion order or regulation for each day the violation contin-
ues.

11 - OVERVIEW AND HISTORY



FEDERAL ENERGY REGULATORY COMMISSION

GOAL 1: JUST AND REASONABLE RATES, TERMS AND CONDITIONS

Ensure that rates, terms and conditions are just, reasonable and not unduly
discriminatory or preferential.

Funding and FTE Breakout for Strategic Goal 1

(Dollars in Thousands)

0 -
e e Y 3010t

FY 2011
Total Goal 1 Funding $164,464 $166,709 $175,386 5.2%
Objective 1.1 $125,393 $125,273 $130,734 4.4%
Program 105,053 104,754 109,078 4.1%
Support 20,340 20,518 21,656 5.5%
Obijective 1.2 $39,071 $41,436 $44,652 7.8%
Program 33,571 34,641 37,449 8.1%
Support 5,499 6,795 7,204 6.0%
Total Goal 1 FTEs 824 869 875 0.7%
Obijective 1.1 648 653 657 0.6%
Program 535 538 541 0.6%
Support 113 115 116 0.9%
Obijective 1.2 175 216 218 0.9%
Program 145 178 180 1.1%
Support 31 38 39 2.6%

Note: Numbers in table may not add due to rounding.
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Introduction

The Commission’s statutory authority and overarching goal
for wholesale energy markets is to ensure that rates, terms
and conditions of service are just and reasonable and not
unduly discriminatory or preferential. To achieve this goal,
the Commission uses a combination of 1) effective regula-
tion, including reviewing rates and market rules; and 2) mar-
ket means, e.g., competition. While guarding ratepayers
from unjust and unreasonable rates and protecting them
from undue discrimination or preferential treatment, the
Commission ensures that service providers have the oppor-
tunity to receive a fair return on their investments in infra-
structure. The Commission addresses this strategic goal
through tariff and complaint proceedings.

In addition, the Commission adapts its rate and energy mar-
ket development policies, as necessary. Currently, the

OBJECTIVE 1.1: REGULATORY AND MARKET MEANS

Commission is tesponding to growing concerns about en-
ergy security, energy efficiency, environmental quality, elec-
tric transmission adequacy and reliability, and the cost and
siting of new electric energy infrastructure. The Commis-
sion 1s committed to effectively addressing issues within its
jurisdiction resulting from these, and other national priori-
ties, as well as changes within energy markets.

The Commission is responsible for overseeing energy mar-
kets and enforcing the laws and regulations under its juris-
diction. The Commission uses a balanced approach in its
oversight and enforcement efforts including: educating enti-
ties about market rules and other regulations; promoting
internal compliance programs; employing robust audit and
investigation programs; and, where appropriate, exercising
the Commission’s civil penalty authority.

Ensure implementation of appropriate regulatory and market means for establishing rates.

Improving the competitiveness of wholesale electric mar-
kets is important to achieving just and reasonable rates,
terms and conditions of service. Competition encourages
new entry among supply-side and demand-side resources,
spurs innovation and deployment of new technologies, im-
proves operating performance, and exerts downward pres-
sure on costs. Notable benefits also stem from more
broadly diversifying the fuels used to generate electricity.
The Commission uses its open access transmission policies
and its authority to review proposed market rules to ensure
the competitiveness of these markets. The Commission

also regulatly reviews proposals from regional transmission
organizations (RTOs) and independent system operators
(ISOs) to reform wholesale organized markets to ensure
that the dynamics for buying, selling and transmitting en-
ergy are robust and working as intended.

A significant portion of the Commission’s workload lies in
one of its core activities, approving rates and tariff provi-
sions, as appropriate. In addition to this critical function,
the Commission will focus on four strategies to achieve this
objective.

Strategy 1:

Establish rules that enhance competition by allowing non-discriminatory market
access to all supply-side and demand-side energy resources

Strategy 2:
erations

Promote operational efficiency in wholesale markets through the exploration and
encouragement of the use of software and hardware that will optimize market op-

Strategy 3: and outside of ISOs/RTOs

Develop and implement a common set of performance metrics for markets within

Strategy 4:

Promote broad participation, including the use of alternative dispute resolution
services, in the Commission’s processes and procedures

-13- JUST AND REASONABLE RATES, TERMS AND CONDITIONS



FEDERAL ENERGY REGULATORY COMMISSION

Demand response is a change in electric usage by end-use customers from their normal
consumption patterns in response to changes in the price of electricity over time, or to
incentive payments designed to induce lower electricity use at times of high wholesale

market prices or when system reliability is jeopardized.

STRATEGY 1

Establish rules that enhance competition by allowing non-discriminatory market access to all supply-side and

demand-side energy resources

Fundamental to the Commission’s pursuit of just and rea-
sonable rates is the consideration of both supply-side and
demand-side resources in establishing rates and market
rules. In competitive energy markets, supply and demand
forces work in concert, yielding a just and reasonable rate.
The Commission will focus on identifying reforms to mat-
ket rules related to market access that, if adopted, can im-
prove the competitiveness of the wholesale energy markets.
This work is especially important for new or emerging ser-
vices and technologies, such as demand response, renew-
able enetgy, and electric energy storage.

Demand-Side Resources.

The development of demand-side energy resources sup-
ports many of the Commission’s responsibilities by improv-
ing the economic and reliable operation of electric power
markets. Demand response, for example, can provide com-
petitive pressure to reduce wholesale electric power prices,
increase awareness of energy usage, provide for more effi-
cient operation of markets, mitigate market power, enhance
reliability, and, in combination with certain new technolo-
gies, support the use of renewable energy resources, distrib-
uted generation, and advanced metering. Other types of
demand-side resources include distributed generation, elec-
tric storage and plug-in electric vehicles.

Barriers to Demand Resources.

The Commission will continue its efforts to identify and
eliminate bartiers to participation by demand resources in
organized wholesale electric markets.

In FY 2009, the Commission issued a national assessment
of demand response potential, estimating that the potential
for peak electricity reductions across the country is between
38 and 188 gigawatts, up to 20 percent of national peak
demand. These savings, if realized, can reduce significantly
the number of power plants needed to meet peak demand
and thereby reduce carbon emissions by as much as 1.2
billion tons of carbon annually. As part of this analysis,
barriers to demand response were identified along with rec-
ommendations for overcoming these barriers. The Com-
mission also directed each RTO and ISO to identify barri-
ers to the comparable treatment of demand response re-
sources that are within the Commission's jurisdiction as
part of its on-going effort to enhance the operation of or-
ganized markets operated by RTOs and ISOs. Building on
these efforts and in compliance with Congressional man-
dates, the Commission will publish a National Action Plan
for demand response in FY 2010 that will, among other
things, identify requirements for technical assistance and a
national communications program, and develop or identify
tools and other materials to support the development of
demand response.

GOAL ONE
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In FYs 2010 and 2011, the Commission will explore further
market reforms that will address barriers to the develop-
ment of, and otherwise facilitate the integration of, demand
resources into wholesale markets. Possible reforms include
the development of new ancillary services, standardization
of demand response market rules, and implementation of
standards for measurement and verification, including stan-
dards initiated by the North American Energy Standards
Board (NAESB) in FY 2009. The Commission will also
encourage the implementation of best practices for demand
response products and procedures to help achieve the po-
tential benefits associated with demand response. Similatly,
attention will be paid to the methods for compensating de-
mand resources in order to ensure comparable treatment of
all resources.

In addition, the Commission will support the development
of market rules that permit energy efficiency resources to
participate in wholesale markets. Like demand response,
energy efficiency has the potential to improve the operation
of wholesale power markets by mitigating market power
and enhancing reliability. Under current wholesale market
rules, there are limited opportunities for energy efficiency to
be compensated for the value it creates.

Supply-Side Resources.

Ensuring an adequate supply of energy resources is an
equally important factor in the Commission’s approach to
just and reasonable rates. Entry of new sources of genera-
tion increases competition in energy markets, thus support-
ing the Commission’s efforts to ensure just and reasonable
rates over the long run.

Renewable Resources.

There is an increasing need to develop renewable energy
resources in particular. A majority of states have adopted
renewable portfolio standards that require utilities to ac-
quire renewable generating capacity. The use of renewable
energy resources to generate electricity has the potential to
be a cost-effective means to not only reduce greenhouse gas
emissions, but also diversify the fuels used to generate elec-
tricity.

The Commission has been responsive to requests for flexi-
bility in how it approaches transmission rate design for
“location-constrained” renewable resources, which do not
have the flexibility to locate near existing transmission lines.
For example, the Commission approved a proposal by
Southwest Power Pool (SPP) in June 2009, which allowed
SPP to change its transmission cost allocation for wind re-
sources. The Commission anticipates that it will receive
similar requests to adopt innovative or flexible approaches
to transmission cost allocation and rate design, particularly
as more renewable resources seek to interconnect to the
grid to satisfy various state renewable portfolio standards.

The Commission will continue to pursue market reforms to
allow all resources, including renewable energy resources, to
compete in jurisdictional markets on a level playing field.
These efforts could include amendments to market rules,
the modification or creation of ancillary services and related
policies, or the implementation of operational tools that
support the reliable integration of renewable resources. If
appropriate, the Commission aims to conduct a rulemaking
in FYs 2010 through 2011 to support efforts in this area.

Generation Capacity and Ancillary Services.

The Commission also has taken action to ensure the pro-
curement of adequate capacity for future periods in organ-
ized competitive markets. The Commission has approved
forward-looking, auction-based markets in the PJM Inter-
connection, L.L.C. (PJM) and ISO-New England regions to
allow load-serving entities to procure adequate capacity to
meet the long-term energy needs of consumers. In other
regions, such as the California Independent System Opera-
tor (CAISO) and the Midwest Independent Transmission
Operator, Inc. Midwest ISO), the Commission has ap-
proved alternative approaches to the forward-capacity pro-
curement design. While the market mechanisms the Com-
mission approves often 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 Commission will continue to
refine operation of forward capacity markets in FY 2011 by
acting on related proposals and complaints filed by RTOs,
ISOs and interested parties.

As with the operation of forward capacity markets, the pro-
vision of ancillary services is also critical to the reliable op-
eration of the interstate electric transmission grid. In Order
No. 890, issued in February 2007, the Commission revised
the pro forma Open Access Transmission Tariff to allow cus-
tomers to self-supply any ancillary service from any re-
sources that are capable of providing that service (except
for those services that, for technical reasons, are required to
come from the transmission provider). To build on this
reform, the Commission will in FYs 2010 and 2011 con-
sider instituting formal proceedings to determine whether
the modification or creation of ancillary services is neces-
sary to support the provision of transmission service on
terms and conditions that are just and reasonable and not
unduly discriminatory or preferential. As part of any such
proceeding, the Commission could seek to remove barriers
that may exist to any resoutce capable of providing an ancil-
lary service from having the opportunity to do so.
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Open Access Transmission Tariff and
Interconnection Reforms.

Non-discriminatory, open access to transmission services is
a principal tenet in the Commission’s approach to accom-
plish its mission. Open access transmission reform contrib-
utes to the Commission's goal of removing impediments to
competition in the wholesale bulk power marketplace and
bringing more efficient, lower cost power to the Nation's
electricity consumers. Toward that end, the Commission
requires all public utilities that own, control or operate fa-
cilities used for transmitting electric energy in interstate
commerce to file open access non-discriminatory transmis-
sion tariffs.

The Commission will continue to evaluate and make im-
provements to the open access transmission tariff in FY
2011. An important consideration in recent open access
transmission tariff reform is ensuring that demand re-
sources ate treated in a manner compatable to other re-
sources in directly contributing to the reliability and effi-
cient operation and expansion of the electric transmission
system. The Commission also promotes greater access to
the transmission grid for renewable energy and explicitly
recognizes the intermittent nature of renewable resources,
such as wind. By considering a broader spectrum of sup-
ply- and demand-side options such as these, the Commis-
sion is enabling more efficient transmission services and
grid operations.

The Commission will also address the calculation of avail-
able transmission capacity, one of the most critical func-
tions of the open access transmission tariff. This calcula-
tion determines whether transmission capacity is available
for sale to third parties, which relates directly to competi-
tion in the energy market. The Commission determined
that the lack of a consistent, industry-wide methodology
gives transmission providers the ability and the opportunity
to unduly discriminate against third parties.

The Commission directed the industry to use the North
American Electric Reliability Corporation and the NAESB
processes to reach a consensus on an appropriate method-
ology and develop necessary reliability standards and busi-
ness practices. The Commission approved these standards
in November 2009 and they are expected to be imple-
mented in FY 2011. Once finalized, the transparent and
standard available transmission capacity calculation meth-
odology will lead to improved access to accurate informa-
tion by customers and will likely increase competition.

Barriers to trading in energy markets can also be caused by
differences in energy market rules and designs, operating
and scheduling protocols, and other control-area or natural
gas market practices that inhibit or preclude the ability to
execute energy transactions that cross otganizational/
market boundaries. Significant differences in energy prod-

ucts and rules between organizational/market boundaries
can reduce competition between suppliers across regions.
Commission-supported efforts by industry groups, such as
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
and stakeholder entities on a variety of market design, reli-
ability, and operational issues as part of its effort to reduce
barriers to trade in energy markets. The Commission also
works with stakeholders on issues regarding tariff and busi-
ness practice implementation.

Interconnection Policies.

To ensure that all generating facilities can interconnect to
the transmission grid and obtain transmission services in a
fair and timely manner, the Commission has established
standardized interconnection procedures. Pro forma inter-
connection procedures help prevent undue discrimination,
preserve the reliability of the nation's transmission system,
and lower prices for customers by allowing a variety of gen-
eration resources to compete in wholesale electricity mar-
kets.

As part of the interconnection policies, the Commission has
provided a set of initial comprehensive queue management
procedures to ensure fair access to the grid. Experience has
shown that queues generally include a large number of re-
quests for projects that are unlikely to be developed. This
has clogged the interconnection queues of regional grid
operators, sometimes to the point of standstill. This pre-
sents a challenge to all generators and is yet another hurdle
for location-constrained resources, such as wind and solar
power.

To address these ongoing issues, the Commission is work-
ing with RTOs and ISOs to develop strategies for managing
their queues. The Commission has approved some re-
quests from RTOs and ISOs to deviate from the current
standardized interconnection procedures to improve the
processing of the queues. The result has been a better inte-
gration of markets and the interconnection processes of the
regions operated by the six FERC jurisdictional RTOs and
ISOs: CAISO; Midwest ISO; SPP; ISO-New England, Inc.;
PJM; and New York Independent System Operator, Inc.
(New York ISO). Among other benefits, these improve-
ments are also increasing the amount of renewables in the
generation mix. In FYs 2010 and 2011, the Commission
will continue to adapt its interconnection and queuing poli-
cies as well as monitor interconnection queue issues in re-
gions of the country that do not have RTOs or ISOs to
determine if reforms are necessary.
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STRATEGY 2

Promote operational efficiency in wholesale markets through the exploration and encouragement of the use of
software and hardware that will optimize market operations

The utility industry is by nature capital intensive, requiring
the use of sophisticated software and significant investment
in hardware to optimize market operations. Within the or-
ganized markets operated by RTOs and ISOs which often
share common features, there are opportunities to enhance
efficiency by expanding implementation of best practices
throughout those markets. In FY 2011, the Commission
will continue efforts to enhance operational efficiency in
jurisdictional markets by encouraging public utilities, par-
ticularly RTOs and ISOs, to deploy new modeling software
and optimize their market operations. These actions will
allow more useful and realistic power system modeling that
enables increased penetration of renewable generation, de-
mand response resources, electric storage and plug-in elec-
tric vehicles.

Investments in energy infrastructure are also needed to
meet consumer needs. The transmission grid, for example,
is a vast network of interconnected facilities that, while
owned by over 500 different entities, must be operated in
an integrated fashion in order to reliably serve customers.
Improving the utilization of these facilities, including the
ways in which the various transmission owners coordinate
their operations with each other, has the potential to lower
costs to serve customers while also increasing opportunities
to integrate renewable generation, demand response, and
emerging technologies. The Commission will explore these
opportunities, proposing reforms as appropriate.
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STRATEGY 3

Develop and implement a common set of performance metrics for markets within and outside of ISOs/RTOs

In Order No. 2000, the Commission encouraged the volun-
tary formation of RTOs to operate the electric transmission
grid and to create organized wholesale electric markets.

The development of RTOs and modified market structures
was aimed at increasing the efficiency of wholesale electric
market operations and increasing non-discriminatory access
to the transmission grid. The Commission mandated that
RTOs should be independent from market participants,
fairly exercising operational authority over all transmission
facilities under their control. RTOs design tariffs that are
responsive to the needs of their regions, submitting their
tariff proposal for review by the Commission. The Com-
mission ensures that RTO and ISO tariffs promote non-
discriminatory access to transmission and support just and
reasonable rates for energy in their markets.

Today, RTOs and ISOs serve roughly two-thirds of all elec-
tricity consumers in the United States by providing trans-
mission service, interconnecting new resources to the trans-
mission grid, and operating markets for the sale of electric-
ity at wholesale. In recent years, the Commission has issued
hundreds of orders implementing reforms to the services
provided, and the markets operated, by RTOs and ISOs in
an effort to enhance competition and increase efficiency.

STRATEGY 4

To support further enhancements to RTO and ISO activi-
ties, the Commission in FY 2010 is working with RTOs and
ISOs to develop and implement operational and financial
metrics to measure the performance of RTOs and ISOs
and transactions in the markets they administer. With input
and review by the Commission, the ISOs/RTOs have de-
veloped and reached agreement on a common list of key
performance metrics. The metrics measure performance
with respect to a number of areas including reliability stan-
dards, customer costs, demand response market penetra-
tion, and transmission investment. The ISOs/RTOs are
currently in the process of gathering the necessary data for
these metrics covering the time period 2005 — 2009. The
metrics will be discussed in stakeholder outreach meetings
and finalized in a presentation by the ISO/RTO chief ex-
ecutive officers to the Commission in April, 2010. The
Commission will also develop a plan for reporting ISO/
RTO metric information to Congress. In FY 2011, the
Commission will work with utilities in non-ISO/RTO re-
gions to develop metrics that allow for comparisons of the
combinations of various market structures.

Promote broad participation, including the use of alternative dispute resolution services, in the Commission’s

processes and procedures

The Commission recognizes the value of resolving filings
involving jurisdictional companies through consensual
means and using alternate dispute resolution techniques in
the energy markets it oversees. This practice increases the
probability of a successful outcome where all parties’ con-
cerns are addressed. In fact, approximately 80 percent of
the contested proceedings set for hearing at the Commis-
sion are settled. The settlement of these cases is enor-
mously beneficial to the energy consumers as it dramatically
limits the time, expense and resources that the Commission
and outside parties would otherwise need to devote to these
cases. Further, the resolution of a case through settlement
is likely to be more acceptable to the parties than a litigated
outcome, and therefore reduces the likelihood of an appeal.
In cases that are not settled, the Commission’s trial staff
develops a full and complete evidentiary presentation that
allows the Commission to make an informed decision and
ensure energy consumers only pay just and reasonable rates.

The Commission offers a full range of independent, neutral,
third party ADR services within the Commission and to
outside parties to prevent, manage, and resolve energy-
related conflicts. Going forward, ADR processes and tools
will increase in value and popularity to meet consumer
needs and fulfill the requirements of complex, multi-
disciplinary energy initiatives on the Nation’s horizon. In
FYs 2010 and 2011, the Commission will apply these con-
cepts to other areas of the Commission’s work in order to
improve regulatory outcomes. The Commission will begin
by identifying issues and proceedings that lend themselves
to consensual resolution and conduct a pilot project.

Settlements.

The Commission’s trial staff plays an important role in en-
suring just and reasonable rates as well as furthering na-
tional priorities. A recent uncontested settlement involved
the integration of a 180 megawatt (MW) wind generation
project into the transmission grid in North and South Da-
kota.
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In another example, the Commission’s trial staff resolved
the formula rates, customer protections and audit protocols
for a major 765 kilovolt (kV) transmission superhighway to
be built in Indiana to connect PJM and Midwest ISA
(MISO) and facilitate the interconnection of over 4,000
MW of new wind generation. Due to trial staff’s efforts,
the rates will be in place when the project is approved.

The Commission recently set three natural gas pipeline
cases for hearing to determine if the pipelines rates are just
and reasonable. The Commission’s trial staff will endeavor
to settle these proceedings. If a settlement is not achieved,
the Commission’s trial staff will present expert testimony
and exhibits for Commission review. In either circum-
stance, the Commission will ensure that these pipelines’
customers pay just and reasonable rates.

In FYs 2010 and 2011, the Commission will continue these
ADR and settlement efforts to further its strategic goal of
rates, terms and conditions of service that are just and rea-
sonable and not unduly discriminatory or preferential.

Rate and Tariff Filings by Industry

FY 2007 FY 2008 FY 2009 FY 2010* FY 2011*
Electric 3,393 4,880 4,196 4,400 4,200
Gas 1,152 1,281 1,823 1,975 1,800
0il 511 554 576 700 600

* Projections based on FY 2009 data

Rate Applications
Electric utilities, natural gas, and oil pipelines are required to have their rates, terms and
conditions on file with the Commission. The Commission must review proposed changes
and all filed comments before making a determination on whether to accept, accept with

modifications, or reject the proposed changes. The Commission may also establish a

hearing or atechnical conference to give the parties an opportunity for further discussion
of the proposed changes.

In addition to the four strategies discussed previously, one
of the Commission’s core functions is to evaluate rate and
tariff filings, including various accounting requirements, and
consistently apply rate policies to jurisdictional entities. The
Commission encourages the use of market-based rates
where the ability to exercise market power is not present, or
has been mitigated, and requires cost-based rate structures
in wholesale markets where the ability to exercise market
power exists. When reviewing cost-based rates, the Com-
mission considers the rate design, the opportunity to re-
cover investments in energy infrastructure, and the fair allo-

cation of costs among ratepayers. In the natural gas indus-
try, the Commission permits the use of negotiated rates for
natural gas pipelines that cannot demonstrate a lack of mar-
ket power.

Related to these filings, the Commission anticipates an in-
crease in requests from regulated entities for accounting
guidance related to new technologies. Because of the large
number of filings received annually, the Commission dedi-
cates a significant amount of resources to this analysis and
will continue to do so in FY 2011.
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PERFORMANCE MEASURES AND ANNUAL TARGETS FOR OBJECTIVE 1.1

Further barriers to participation by demand resources in organized wholesale electric markets will be
identified and eliminated

Evaluate ISO/RTO filings on barriers to demand response. Complete and submit Na-
FY 2010 . .

tional Action Plan on Demand Response

As appropriate, issue Notice of Proposed Rulemaking on further steps to eliminate bar-
FY 2011 riers to demand resources, including steps identified in National Action Plan on De-

mand Response

Best practices for demand response products and procedures in organized wholesale electric markets
will be identified and implemented.

Perform outreach with ISOs/RTOs, demand response providers, and others. As ap-
FY 2010 T . , .

propriate, issue Notice of Proposed Rulemaking on best practices
FY 2011 As appropriate, issue Final Rule on best practices.

All resources that are technically capable of providing needed ancillary services have the opportunity
to provide those services.

Perform outreach to identify the need for modification or creation of additional ancil-
FY 2010 . . . . .

lary services, and issue Notice of Proposed Rulemaking, as appropriate
FY 2011 As appropriate, issue Final Rule on ancillary setvice products and procedures

Pursue market reforms that will allow renewable energy resources to compete fairly in Commission-
jurisdictional markets.

Perform outreach with industry and issue staff white paper identifying potential need
FY 2010
for and types of market reforms
FY 2011 Issue Notice of Inquiry/Notice of Proposed Rulemaking on market reforms, if appro-
priate

Methods for modeling system operations will be enhanced and new software will be developed that
increases efficiency and optimizes market operations.

Internal release of staff white paper; industry outreach, including technical conferences,
FY 2010 L .
to identify best practices.
FY 2011 Pursue voluntary adoption of best practices by RTOs/ISOs; if appropriate, issue Policy
Statement and/or Notice of Inquiry/Notice of Proposed Rulemaking.

Develop standard set of metrics and analyze results

EY 2010 Explore and develop appropriate operational and financial metrics for ISOs/RTOs
FY 2011 Explote and develop appropriate operational and financial mettics for non-ISO/RTO
regions

GOAL ONE

220 -




FY 2011 PERFORMANCE BUDGET REQUEST

OBJECTIVE 1.2: OVERSIGHT AND ENFORCEMENT

Increase compliance with the Commission’s rules and deter market manipulation.

The Commission’s Oversight and Enforcement program
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 mar-
ket 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 increase compliance with Commission
rules, the oversight and enforcement program provides rec-
ommendations and guidance to regulated entities through a
variety of findings, recommendations, and market analysis.

The Commission aims to prevent market conditions that
would hurt competition and lead to unjust and unreason-
able rates. This entails ongoing reviews of market behavior
and results, a deliberate strategy of disseminating findings,
and highly sophisticated analysis of market anomalies.
These three integrated activities of market oversight pro-
vide a comprehensive view of the energy markets to the
Commission, state regulators, and the public at large. This
practice yields an increased level of confidence from the
public, which is critical to propetly functioning energy mar-
kets.

The Commission also ensures that rates are just and reason-
able and not unduly discriminatory or preferential by requir-
ing that financial and market information is recorded in a
useful form, transparent, and in compliance with the Com-
mission’s accounting regulations. The Commission also
improves competitiveness in wholesale electric markets by
preventing the accumulation and exercise of market power
as it assures proposed mergers, dispositions, and acquisi-
tions are in the public interest and will not have an anti-
competitive effect on electric markets.

It is important for the Commission to have clear rules and
requirements and fair processes to guarantee that each en-
tity involved in a Commission investigative or enforcement
action understands both the applicable rules and regulations
and the due process rights available. These key facets of
the Commission’s enforcement program ensure that en-
forcement actions are consistent, fair, and can withstand
legal challenges.

In addition to its core oversight and enforcement functions,
the Commission will focus on two strategies to achieve this
objective.

Strategy 1:

Promote internal compliance programs and self-reporting of violations

Strategy 2: . :
companies operations

Use a risk-based approach to plan and prioritize audits of jurisdictional
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STRATEGY 1

Promote internal compliance programs and self-reporting of violations

Key Factors in a Vigorous Compliance Program

1. | Active involvement and support of senior management

2. | Effective preventative measures including accountability, review, and evaluation

3. | Prompt detection, cessation and reporting of violations that occur

4. | Remediation of misconduct

After a 2008 workshop, the Commission issued the 2009 Policy Statement on Compliance
and identified four key factors that should be present in compliance programs.

The Commission is committed to encouraging better com-
pliance with statutory and regulatory requirements and will
continue to engage the public and the regulated community
to encourage comprehensive compliance initiatives. Since
FY 2008, the Commission has encouraged regulated entities
and market participants in electric and natural gas markets
to place more emphasis on their internal compliance proto-
cols.

In FYs 2010 and 2011, the Commission will continue to
encourage entities subject to the Commission’s regulatory
requirements to develop robust internal compliance pro-
grams and to self-report violations that occut.

Review of compliance programs will be part of the Com-
mission’s compliance audits and, as appropriate, will be dis-
cussed in publicly available audit reports. The Commission
will continue to engage in formal and informal outreach
efforts to promote effective compliance programs and to
examine compliance practices as a standard component of
investigations. In addition, consistent with the 2008 Policy
Statement on Compliance, the Commission will give enti-
ties credit in determining civil penalty settlements if a vigor-
ous compliance program was in effect when the violation
occurred. Where violations do not involve significant harm
and where the four key factors of effective compliance
practices are present, the Commission may reduce or even
eliminate a civil penalty if a violation nonetheless occurs. In
these situations, the Commission will make the settlement
agreement known to the public in order to encourage oth-
ers to implement vigorous compliance programs.

The success of these efforts will be measured by the in-
crease in the existence of robust compliance programs by

regulated entities. The Commission anticipates that it will
find, through its audits and investigations, an increase in the
number of entities that have implemented effective compli-
ance practices and protocols that are reflective of a culture
of compliance. The Commission further expects that this
culture of compliance will lead to entities actively address-
ing and minimizing areas of systematic noncompliance.

Since issuance of the first Policy Statement on Enforcement
in 2005, the Commission has received a significant number
of self-reports from regulated entities and market partici-
pants. In FY 2009, the Commission received 122 self-
reports of violations ranging from minor errors in filing
requirements to breaches of clear rules on use of transmis-
sion entitlements or capacity release requirements. Many of
the self-reported matters are resolved with correction and
compliance and without any sanctions, while other more
serious matters have resulted in settlements and payment of
civil penalties. In FY 2009, the Commission issued eleven
orders approving settlements with civil penalties for self-
reported matters.

Information gathered from self-reports are provided to the
public and regulated entities in annual reports on enforce-
ment activities. The 2009 Report on Enforcement pro-
vided illustrative information about 18 self-reports that
were closed with compliance but without sanctions. Such
information assists regulated entities in indentifying risks to
address through their compliance programs and under-
scores the benefits of self-reporting and voluntary compli-
ance. The Commission expects that as regulated entities
and market participants improve their internal compliance
monitoring, they will continue to self-report violations.
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More than 1,500 companies held market-based rate authority as of July 2009.

STRATEGY 2

Use a risk-based approach to plan and prioritize audits of jurisdictional companies

Operating and maintaining a strong audit program is instru-
mental in ensuring that jurisdictional companies comply
with the Commission’s statutes, orders, rules, and regula-
tions. The Commission prepares a plan each year that ad-
dresses a variety of audit topics for the upcoming fiscal
year. The audit plan represents the Commission’s formal
plan of action to accomplish its audit goals and objectives.

Audits are planned and prioritized using a risk-based ap-
proach in order to maximize the impact of the Commis-
sion’s resources. The Commission staff will perform a
comprehensive review of materials obtained from a variety
of sources including, but not limited to, forms filed with the
Commission, state commissions, and the Securities and Ex-
change Commission; rate information gathered from Com-
mission filings; pertinent financial information affecting
stock and bond prices; a review of Commission and state
rate actions; information gleaned from conversations with
industry and state officials; and discussions with Commis-
sion senior officials and staff.

Currently, 45 FTEs are responsible for executing the Com-
mission’s Oversight and Enforcement audit program. In
FY 2009, the Commission completed 33 audits of jurisdic-
tional companies which resulted in 112 recommendations
for cotrective actions. In FY 2011, the Commission will
emphasize larger, multiple-scope audits instead of narrow,
single-scope audits. The Commission will focus its audits,
in general, on several topic areas.

Affiliated Transactions.

Over the past two years, the Commission’s audit program
has devoted more of its resources to focus on affiliated
transactions. Due to the repeal of Public Utility Holding
Company Act of 1935, the Commission amended its
merger, accounting, pricing restrictions, recordkeeping, and
reporting rules. These audits will help the Commission
protect customers from inappropriate cross-subsidization
and ensure holding company systems comply with the
Commission’s accounting, reporting and record keeping
requirements.
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Order No. 679, Transmission Incentives.

Public utilities that have been granted incentive rate treat-
ment for specific transmission projects must file with the
Commission an annual informational report, FERC-730,
providing projected and actual investment information.
The Commission will audit public utilities” FERC-730 fil-
ings to verify they have accurately reported information
concerning their actual and projected transmission invest-
ments. The audit will also provide the opportunity to in-
spect the public utilities’ books and records to oversee juris-
dictional companies’ incentive rate mechanisms.

Market-Based Rate Authority.

The Commission began market-based rate authority audits
to ensure compliance with Order No. 697, which became
effective in FY 2008. These audits will increase transpar-
ency by verifying that companies are accurately reporting
transactional information in electric quarterly reports filed
with the Commission.

Gas Tariffs and Contracts.
These audits evaluate natural gas companies’ compliance
with various Commission regulations and companies’ tariff

provisions. The Commission reviews contracts and related
agreements to ensure natural gas companies file terms or
conditions in contracts that deviate from the pro forma
service agreement in the company’s tariff and that affect the
substantive rights of the parties. The audits ensure natural
gas companies do not extend discriminatory or preferential
terms to favored or affiliated shippers. Additionally, these
audits assess the companies’ conformity with tariff language
that allowed them to recover costs through a tracking
mechanism or required them to return revenues collected
for penalties or cashing out imbalances. Moreover, these
audits ensure the companies collected or returned the ap-
propriate level of expense or revenue, as appropriate.

Accounting and Reporting.

These audits will focus on jurisdictional natural gas compa-
nies and public utilities compliance with the Commission’s
accounting and reporting regulations contained in the Uni-
form System of Accounts, Annual Reports (FERC Form
Nos. 1 and 2); Quarterly Reports (FERC Form No. 3-Q),
and related regulations. The audits will also evaluate com-
pliance with the Commission’s record retention require-
ments.

In addition to the two strategies discussed previously, the
Commission dedicates resources to other oversight and
enforcement activities.

Market Oversight and Analysis.

The Commission’s market oversight and analysis program
focuses on the wholesale energy markets within its jurisdic-
tion and the markets that affect them. The Commission
concentrates on the competitiveness, fairness and efficiency

of the natural gas, electric and related energy and financial
markets. When market anomalies are detected, the Com-
mission initiates detailed analyses to understand their gene-
sis. The Commission thoroughly reviews publicly available
data, contacts the parties involved, and frequently obtains
large amounts of data from the relevant parties. If neces-
sary, the Commission will investigate market participants’
conduct to identify whether the anomaly is the result of
wrong-doing.
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The Market Oversight Program

Gather large volumes of data to reflect ongoing market conditions

Validate data to ensure accuracy and relevancy

Process data to uncover meaningful patterns

Develop real-time information capabilities to address rapidly developing situations and emergencies

Identify areas of market intelligence to fill in gaps where available market data is inadequate

Both natural gas and electric energy are traded in a variety
of ways in a variety of markets. The market may be as so-
phisticated as an RTO which runs houtrly auctions process-
ing bids for supply and demand while ensuring that minute
by minute the most economic resources are sourced to
meet load. 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 produce vast quantities of
raw data.

The Commission relies on the Market Monitoring Center to
provide market analysts the data and analytic tools to moni-
tor energy markets. The Market Monitoring Center func-
tions as the hub of data collection from sources such as
Energy Security Analysis Inc., Ventyx, Platts, Bloomberg,
Bentek, and Cambridge Energy Research Associates. The
Commission’s enforcement program will, at times, rely
heavily on this market oversight staff for its analytical as-
sessments.

The Commission requires 50 FTEs to carry out the over-
sight and analysis program. In addition, in FY 2011, the
Commission will require approximately $600,000 to renew
data subscriptions to ensure that these tools remain up-to-
date.

Electric Quarterly Report Analysis.

Another component in the Commission’s approach to en-
suring just and reasonable rates is the financial and market
information reporting requirement. The Commission ad-
ministers, analyzes and ensures compliance with the filing
requirements for the Electric Quarterly Report filed by all

public utilities, including power marketers. Information
collected in the Electric Quarterly Report allows the Com-
mission to consider whether, based on actual sales data, a
seller with market-based rate authority has obtained an ex-
cessive market share.

The Commission’s ex-post analysis of market-based rates is
an essential aspect of the market-based rate program. The
Commission’s initial review when granting market-based
rate authority, together with ongoing oversight and timely
reconsideration of market-based rate authorization under
section 206 of the FPA, enables the Commission to meet its
statutory duty to ensure that rates are just and reasonable.!

Additional oversight and enforcement resources will be
used to conduct more complex analyses. For example, the
Commission will conduct a multi-quarter analysis of the
ability of sellers to drive up prices for an entire regional
market.

The Electric Quarterly Reports are also used for a number
of other purposes. The data are used to investigate en-
forcement complaints involving allegations of market ma-
nipulation. The data are also used to assist in corroborating
or refuting evidence submitted by sellers seeking to obtain
or retain market-based rate authority. Finally, the Electric
Quarterly Report data are used to provide critical informa-
tion regarding market trends, such as the volume of physi-
cal transactions in a particular market compared to the vol-
ume of financial transactions, prices for short-term sales
verses long-term sales, and long-term contracting by quali-
tying facilities.

Electric Quarterly Report data are compiled in a large and complex database,
which includes price, volume and contract data for more than 1,200 filers and 7
million transactions each quarter.

1. State of California ex rel. Bill Lockyer, Attorney General of the State of California, 125 FERC 9§ 61,016 (2008).
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Consistent with its historic practice, quarterly in FY 2011,
the Commission will prepare a price analysis to assess
whether sellers may be charging excessive rates and will
identify transactions out of the range of other contempora-
neous sales. These transactions will be carefully scrutinized
for evidence that market power is being exercised. Sellers
that routinely charge high market-based rate prices relative
to other sellers will be identified for further investigation.

Corporate Activities and Mergers.

As the Commission evaluates and considers corporate ac-
tivities that electric utilities propose to undertake, it focuses
on the 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
reasonable.

The Commission ensures that the disposition, consolida-
tion, or acquisition of jurisdictional facilities is in the public
interest by reviewing each proposed transaction to deter-
mine its potential effect on rates, regulation, competition,
and cross-subsidization. The electric 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 struc-
tures and corporate relationships are fully understood is a
complex and difficult undertaking. The Commission will
manage these intricacies as it works to prevent the accumu-
lation and exercise of market power in the transforming
electric industry it regulates.

The Commission is seeing many new issues atising in the
area of corporate regulation. There are many non-
traditional entities such as financial institutions, hedge
funds, investment advisors, and foreign investment compa-
nies seeking Commission 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 utility and whether having a single
entity with ownership interests in multiple utilities raises
market power concerns. Because many of these entities are
new to the Commission and their involvement in utility
securities is evolving, they will continue to present novel,
legal and policy issues and challenges.

Work in this area will safeguard the consumer as well as
ensure that wholesale rates for electricity and transmission
services remain just and reasonable. Market power issues
can present themselves in many different ways and the
Commission must be prepared to address them. The Com-
mission expects the level of merger activity in FY 2011 to
remain roughly the same while acquisition of securities is

likely to increase. The Commission will use its resources 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 utility holding com-
panies, and to deal with complex issues associated with
ownership and control of utility assets by hedge funds and
other non-traditional entities.

U XXX N
AU

Investigations and Enforcement.

While the great majority of market participants act in good
faith and observe the relevant rules and regulations, there
are instances in which some participants engage in manipu-
lative behavior or breach known requirements when it is in
their economic interest to do so. When such instances be-
come known by the Commission, staff conducts an investi-
gation.

A growing portion of the investigative staff’s time is de-
voted to examining allegations of fraud, market manipula-
tion, misconduct in organized electric markets and unex-
plained anomalies in the physical energy markets subject to
the Commission’s jurisdiction. While investigations are
non-public activities, the Commission provides guidance to
the regulated community where possible. The Commission
has regular interactions with the regulated entities, conducts
outreach efforts and publishes reports of alleged manipula-
tion investigations when appropriate. These actions, and
the Commission’s ability to impose civil penalties or other
sanctions, act as a deterrent to fraud, market manipulation
and other violations. Furthermore, the Commission’s ro-
bust investigation, audit and market oversight programs
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provide potential infrastructure investors reassurance that
the markets are actively monitored and rules are enforced,
thereby allowing the opportunity for a fair rate of return on
their investment.

Depending on its nature and complexity, an investigation
can last between three months to well over a year and be
staffed by two to ten or more persons. In FY 2009, the
Commission opened 10 new investigations, seven of which
involved market manipulation. In the same year, the Com-
mission closed 36 investigations, 22 of which resulted in
payment of civil penalties totaling $38.3 million and dis-
gorgement payments of $38.7 million plus interest. This
continues to build a public record that indicates to the regu-
lated community and the public the consequences of differ-
ent types of violations. In addition, the Commission issues
the Annual Report on Enforcement to inform the public
about the Commission’s enforcement activities
(http://www.ferc.gov/legal /staff-reports/12-17-09-
enforcement.pdf).

Expanded Focus of Market-Based Conduct.

The Commission has continued to place additional empha-
sis on its investigations and enforcement activities on con-
duct that impairs or disrupts the functioning of competitive
markets. As compared with other types of investigations,
manipulation cases can take three or four times the number
of FTEs. In addition, it may be necessary to retain special
outside expertise for these cases. Unlike most regulatory
issues, litigation of alleged market manipulation involves
expert analysis of extremely complex trading activity, dis-
covery of often well-hidden actions by sophisticated market

traders, and the interpretation and application of relatively
new anti-manipulation authority.

In FY 2009 the Commission accepted 22 settlements in-
cluding two settlements resolving major manipulation cases,
Amaranth Advisors LLC and Energy Transfer Partners, LP.
The parties in Amaranth, with the exception of one trader,
settled for a civil penalty of $7.5 million; an amount that
reflected the adverse financial circumstances of the settling
parties. Energy Transfer Partners settled for a civil penalty
of $5 million and the creation of a $25 million disgorge-
ment fund to be dispersed under supervision of a Commis-
sion Administrative Law Judge. The litigation costs to the
Commission were substantial, both in terms of FTEs dedi-
cated to these cases and the fees for expert consultants.
Anticipating similar cases in FY 2011, the Commission is
requesting $1 million for consultant fees.

While the Commission will adjust and be prepared for the
projected increase in litigated matters, it will continue to
pursue fair settlement agreements in enforcement actions
where possible.

Enforcement Hotline.

The Commission operates an Enforcement Hotline
whereby the public or industry participants can confiden-
tially and anonymously provide information to the Com-
mission concerning potential regulatory violations, market
anomalies, or market participant misconduct. The Com-
mission receives approximately 500 calls annually; often
resulting in an informal resolution of disputes. However,
the Commission currently has nine open investigations that
originated from the Hotline.

PERFORMANCE MEASURES AND ANNUAL TARGETS FOR OBJECTIVE 1.2

Percent of company compliance programs reviewed on Commission audits for the audit focus areas
are found to be adequate to demonstrate a culture of compliance.

FY 2010 10%

FY 2011 25%

Percent of company compliance programs reviewed through investigations that involve a penalty are
found to be sufficiently robust to merit credit to reduce the penalty.

FY 2010 10%

FY 2011 25%

Percentage of audits included in the audit plan planned based on risk.

FY 2010 40%

FY 2011 60%
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FEDERAL ENERGY REGULATORY COMMISSION

GOAL 2: INFRASTRUCTURE

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

Funding and FTE Breakout for Strategic Goal 2

(Dollars in Thousands)

0 -
e I ! EY 3000 o
FY 2011

Total Goal 2 Funding $118,006 $131,291 $140,214 6.8%
Objective 2.1 $68,494 $68,669 $72,667 5.8%
Program 58,126 58,181 61,645 6.0%
Support 10,368 10,488 11,022 5.1%
Obijective 2.2 $30,457 $31,053 $32,525 4.7%
Program 25,566 26,032 27,253 4. 7%
Support 4,891 5,021 5,273 5.0%
Objective 2.3 $19,055 $31,569 $35,021 10.9%
Program 16,349 26,384 29,420 11.5%
Support 2,706 5,185 5,601 8.0%
Total Goal 2 FTEs 573 659 664 0.8%
Obijective 2.1 330 334 334 0.0%
Program 273 275 275 0.0%
Support 58 59 59 0.0%
Ob]'ective 2.2 156 160 160 0.0%
Program 129 132 132 0.0%
Support 27 28 28 0.0%
Ob]'ective 2.3 86 165 170 3.0%
Program 71 136 140 2.9%
Support 15 29 30 3.4%

Note: Numbers in table may not add due to rounding.
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The Commission has an important role in the development
of a strong energy infrastructure that operates efficiently,
safely and reliably. The Commission’s infrastructure siting
authority rests in licensing non-federal hydropower pro-
jects, certificating interstate natural gas pipelines and storage
projects, authorizing LNG facilities and, in certain circum-
stances, permitting electric transmission lines. Throughout
all of these processes, the Commission’s goal is to expedite
application processing without compromising environ-
mental responsibilities or public participation. Reconciling
these competing interests, however, remains a significant
challenge to all of these processes. The Commission be-
lieves that issues are best addressed openly and eatly in the
application process, and 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.

In addition to its siting authority, the Commission is work-
ing towards improving the efficiency of the Nation’s infra-
structure. The use of advanced technologies on the electric
transmission system can, for example, decrease line losses
or enable customers to reduce or shift demand. The Com-
mission is also responsible for the safety of LNG and non-
federal hydropower facilities throughout the life cycle of a
project (design review, construction and operation), relying
heavily on physical inspections of the facilities throughout
these phases. The Commission is also responsible for the
protection and improvement of 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 Commis-
sion review. The Regional Entities, using authority dele-
gated by the ERO and approved by the Commission, over-
see compliance by the almost 1,800 users, owners, and op-
erators of the Nation’s bulk-power system.

OBJECTIVE 2.1: Infrastructure Development and Siting

Increase efficient infrastructure consistent with demand.

Efficient energy infrastructure includes both economic and
operational efficiencies realized from, among other things,
the use of new technologies as well as procedures. The
Commission will promote its goals in several ways including
encouraging the use of advanced technologies, providing

incentive rates where appropriate, and promoting transmis-
sion planning where all stakeholders’ needs are addressed.
In addition to its core infrastructure authorities, the Com-
mission will focus on three strategies to achieve this objec-
tive.

Strateoy 1: Encourage new electric transmission facilities that advance efficient transmission
gy & system operation
Support electric transmission planning through the use of open and transparent
Strategy 2:  processes that include analysis and consideration on a comparable basis of pro-
posed solutions involving any of generation, transmission, and demand resources
Strategy 3:  Promote efficient design and operation of natural gas facilities
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STRATEGY 1

Encourage new electric transmission facilities that advance efficient transmission system operation

The lack of adequate transmission facilities creates a signifi-
cant barrier to trade between markets and among regions.
Furthermore, the Nation’s electric grid largely uses decades-
old technology and has not extensively incorporated new
digital technologies.

Smart Grid.

Although digital technologies have transformed other in-
dustries, a similar change has not occutred for the electric
grid. The Commission has dedicated its resources to en-
couraging the development and deployment of new trans-
mission technologies. Advancements in smart grid, as it’s
often referred to, have the potential to improve reliability,
security and efficiency of the bulk-power system and realize
the efficiency improvements that are possible on the utility
side of the meter.

In order to support the development of smart grid tech-
nologies, the Commission must act on uniform standards
and protocols to ensure that the multiple components of
the smart grid are able to communicate and operate with
one another seamlessly. Section 1305 of EISA directs the
Commission to adopt standards and protocols to govern
the implementation of smart grid technologies that can en-
hance reliability and efficiency in the operation of the Na-
tion's electric grid. In FYs 2010 and 2011, the Commission
will support the deployment of smart grid applications by
reviewing and adopting, as appropriate, standards and pro-
tocols developed by the NIST.

Historically, utilities have been reluctant to invest in smart
grid applications until relevant standards and protocols gov-
erning use of the technology are finalized. In order to en-
courage the early advancement of smart grid technologies
as standards are being finalized, the Commission has
adopted rate policies that provide for recovery of invest-
ments that meet certain specified criteria. The Commission
will continue to review and act on proposals for such rate
recovery in FY 2011, thereby supporting the number of
transmission projects that incorporate advanced technolo-
gies as they are developed.

Incentive Rates.

To encourage greater investment in the Nation’s transmis-
sion infrastructure, the Commission, pursuant to a legisla-
tive enactment, allows incentive rate treatment for transmis-
sion infrastructure investments that meet certain conditions.
Incentive rate treatments, including recovery of increased
return on equity, accelerated recovery of depreciation, and
recovery of the cost of plant cancelled for reasons beyond
the utility’s control, aim to promote reliability and reduce
transmission congestion.

Since the issuance of Order No. 679 in 2006, the Commis-
sion has approved 51 proposals for incentive rate treatment
for 56 projects to build over 10,700 miles of transmission
lines, at a total cost of approximately $44.8 billion. Re-
quests for incentive rates are expected to continue through
FY 2011, based on the continued need for increased invest-
ment in the interstate power grid to ensure reliability, sup-
port competitive wholesale power markets, and increase the
development of location constrained renewable resources.

The “smart grid” concept involves automating the electric grid by outfitting it
with smart controls, two-way communications systems, and/or sensors. This
has the potential to reduce power consumption through demand response, facili-
tate grid connection to renewable resources and distributed generation, enable
the deployment of storage technologies, and improve grid reliability.
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STRATEGY 2

Support electric transmission planning through the use of open and transparent processes that include analy-
sis and consideration on a comparable basis of proposed solutions involving any of generation, transmission,

and demand resources

Although ownership of the interstate transmission grid is
highly disaggregated, with more than 500 owners, transmis-
sion expansions must be considered not only on a local
basis, but also on a regional and sub-regional basis. To en-
sure that needed transmission is developed with the inter-
ests of all stakeholders in mind, the Commission requires
that all public utilities establish and participate in an open
and transparent regional transmission planning process. In
the regions under their control, RTOs and ISOs manage
these transmission planning processes, which aim to im-
prove the coordination of transmission planning among
utilities and to support the development of an efficient
transmission system. To that end, the Commission requires
RTOs, ISOs and public utilities to consider alternatives to
developing additional transmission infrastructure offered by
developers during the formulation of a transmission plan,
including energy efficiency and demand response.

As a result of this strategy, public utilities will continue to
follow planning processes that consider both reliability and
economic needs, on a local and regional level. This is in-
tended to contribute to the construction of much-needed
transmission, as well as support competitive markets by

reducing barriers to trade between markets and among re-
gions. Coordinated transmission planning processes will
also increase the availability of non-discriminatory access to
transmission services, and increase access to renewable gen-
eration soutrces.

The Commission continually monitors and reforms as nec-
essary its transmission planning process requests. In Sep-
tember 2009, the Commission convened three regional con-
ferences on transmission planning. The conferences fo-
cused on existing transmission planning processes, includ-
ing discussion of the progress of current processes. Con-
ference participants considered emerging challenges to the
transmission system, seeking to determine whether current
processes consider regional needs in a sufficient scope to
ensure adequate and reliable supplies of electricity at just
and reasonable rates. Following the conference, the Com-
mission received thousands of pages of comments to in-
form the development of further reforms, possibly through
a rulemaking proceeding in FY 2010. The implementation
of any such reforms adopted would extend to FY 2011 and
beyond.
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STRATEGY 3

Promote efficient design and operation of natural gas facilities

As a result of recent industry initiatives, in FY 2009 the
Commission began examining the design and operation of
jurisdictional natural gas facilities, and started exploring
ways to improve and promote greater efficiency at these
facilities. To begin with, Commission staff issued data re-
quests to those companies with pending certificate applica-
tions before the Commission relating to opportunities for
waste heat recovery at compressor stations. Additionally,
staff reviewed the Interstate Natural Gas Association of
America’s February 2008 White Paper. This paper ad-
dressed applicability thresholds for various waste heat re-
covery opportunities for interstate natural gas pipelines and
led the Commission to begin work on its own internal engi-
neering studies which further explored energy efficiencies
across the natural gas pipeline grid, as well as the electric

grid.

As a result of these activities, the Commission has posi-
tioned itself to begin studying the feasibility of installing
waste heat recovery systems in jurisdictional natural gas
facilities. This system is important because it has the poten-

tial to allow the industry to transform a current waste prod-
uct - otherwise lost into the atmosphere - into additional
electricity for the United States.

In FYs 2010 and 2011, Commission staff will conduct bi-
monthly reviews of Electronic Bulletin Boards (EBBs)? to
gauge participation across the industry. Companies are not
currently required to post information regarding waste heat
feasibility on their EBBs but the Commission expects that
all companies will voluntarily post this information so that
there is greater transparency across the industry. Staff will
also review the FERC Form 567, annual flow diagrams, to
identify which companies have facilities that may be candi-
dates for waste heat recovery efforts. Working alongside
and with Interstate Natural Gas Association of America’s,
the Commission will meet with other industry representa-
tives to discuss and gain feedback on these efforts. Finally,
the Commission will have to address the potential flow im-
plications of taking compressors out of service for installa-
tion of waste heat recovery facilities while facilities balance
their stated contracts.

Waste heat recovery is the process of collecting the waste heat emitted
from compressor units as a by-product of combustion, and then using that
heat to run generators and create electricity.

2. EBBs are internet sites where pipeline companies must post certain information to be in compliance with Part 284.12 and 284.13 of the

Commission’s regulations.
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In addition to the three strategies discussed previously, the

Commission will continue to play a key role in the develop-
ment, siting, and regulation of infrastructure, in accordance
with its statutory responsibilities.

Hydropower.

Hydropower is an essential component of the Nation's en-
ergy portfolio and offers the benefits of a renewable, do-
mestic energy source that 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 supply, recreation,
economic development, and flood control while minimizing
adverse impacts on environmental resources.

The Commission's hydropower responsibilities include:
issuance of licenses for the construction of a new project
(original licenses) or for the continued operation of an ex-
isting project (relicenses), including any primary transmis-
sion line; and oversight of all ongoing project operations,
including dam safety inspections?, environmental monitos-
ing, and ensuring compliance with license requirements.

Approximately 120 FTEs are required to carry out the
Commission’s hydropower licensing and compliance pro-
grams.

Pre-Filing.
The pre-filing process typically begins three years prior to
the filing of a license application.*

The Commission expects to process 44 pre-filing applica-
tions in FY 2011, While the overall number of pending
projects will be down in FY 2011 as compared to FY 2009,
the majority of these projects will be in the first year of pre-
filing, which is the most resource intensive period during
the process. Throughout this time, Commission staff will
meet with stakeholders to develop study plans and ensure
that the licensing proposal will be considered “complete”
by the time the application is filed. Also during this process
throughout FY 2011, the Commission expects to attend 27
public information meetings, conduct 18 site visits, and
participate in numerous tribal consultations. In addition to
staff time, the Commission is requesting $200,000 for con-
tractor assistance in processing two pre-filing applications.

3. The Commission’s dam safety program is captured in Objective 2.2: Safety.
4. A relicense application must be filed with the Commission no later than two years before the license expires.
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DAMS UNDER FERC JURISDICTION
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The Commission regulates over 1,600 non-federal hydroelectric projects at over
2,500 dams and impoundments. Together, these projects represent 54 gigawatts of
hydroelectric capacity, more than half of all the hydropower in the United States.

Applications.

Commission staff conduct environmental analyses for all
filed license applications. The Commission is responsible
for ensuring that the environmental document analyzes the
project’s effects on recreation, fisheries, wildlife, water qual-
ity, wetlands, and cultural resources and makes recommen-
dations for the protection, mitigation, and enhancement
measures to be included in any license issued.

Of the 89 potential original license applications, 59 of those
applications are expected to be for projects proposing to
use hydrokinetic technologies. Right now, there is in-
creased interest in hydrokinetic projects, along with
pumped storage and small, low-impact conventional pro-
jects as a result of high oil prices, market forces, growing
interest in lower-emissions, domestic and renewable energy
sources, state renewable portfolio standard policies, and
federal incentives. It is uncertain, however, whether these
technologies will be ready for commercialization by FY

2011. If they are not, the number of license filings for
hydrokinetic projects could decrease substantially.

In FY 2009, the Commission acted upon 18 applications
representing a total capacity of 1,361.50 MW; that number
is expected to rise to 25 applications in FY 2011. In order
to adhere to the timeframes established by the integrated
licensing process and continue processing applications in a
timely manner, the Commission will require contractor as-
sistance to perform analyses and prepare environmental
documents. Based on FY 2009 estimates, the Commission
will use contractor assistance for thirteen Environmental
Impact Statements and four Environmental Assessments
for a total cost of $3,500,000.

In addition to license applications, the Commission also
processes preliminary permit (permit) applications. Permits
allow a permit holder to have access to and to study a par-
ticular site for up to three years. A permit also guarantees
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FY 2009 FY 2010
Num.ber.of Ongmgl Licenses 25 0 29
Applications Pending
Number of Relicense
Applications Pending 64 61 23
Number of 5-MW Exemption 5 3 5
Applications Pending

the permit holder the “first-to-file” status for a patticular
site in cases where multiple applications are received by the
Commission for a hydropower license. A permit does not
authorize construction, nor is a permit required to apply
for, or receive, a license. The overall complexity and num-
ber of permit applications has almost doubled over the past
three years. The increase in the number of these applica-
tions, and their expected continuing upward trend, can be
attributed to the current and near-term positive regulatory
climate, new hydro technology research, and sustained and
overwhelming indications that further legislation will be
enacted requiring a larger percentage of renewable energy
sources in the future.

Environmental and Engineering Compliance.
Hydropower licenses issued by the Commission include
terms and conditions that are designed to protect, mitigate,
and enhance the environmental resources of project areas.
These terms and conditions address such things as water
quality, land use, wildlife, water supply, flood control, ero-
sion control, endangered species, recreation, cultural re-
sources, and fish habitat and passage.

As specified by the issued license, licensees ate required to
implement specific environmental and operational meas-
ures, generally after filing detailed plans, proposals and re-
ports 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
meeting their license requirements impossible, licensees also
must file for a modification of their license requirement.

The Commission processes these filings, preparing environ-
mental assessments and engineering reports as necessary for
reviewing license amendments. The Commission works
collaboratively with the licensees and other stakeholders to
ensure timely review for adequacy and on-site implementa-
tion.

Over the past two years, the number of compliance actions
has increased by approximately 30 percent. Prior to this
period, a typical license contained between 20 — 25 require-
ments; however, the number has increased to 40 — 60 re-
quirements per license. Many of these additional require-
ments have resulted from complex settlement agreements,
an increasing number of mandatory conditions set forth in
Water Quality Certificates, and 4(e) conditions.5

Due to increases in demand for water resources and severe
droughts that have plagued many parts of the country, there
have been numerous requirements inserted into licenses
dealing with drought contingency plans and resource pro-
tection plans for endangered species, wetlands, and riparian
areas. To protect the environment and deal with increasing
populations living around or recreating at hydropower pro-
jects, many licenses now require shoreline or land manage-
ment plans which combine numerous conditions in one
extensive plan and require a multidisciplinaty approach for
reviewing such plans.

To keep up with these compliance actions, the Commission
is requesting $1,000,000 in FY 2011 to procure contractor
support to assist staff in preparing two headwater benefits
studies and 22 Environmental Assessments relating to addi-
tional capacity, water withdrawals and land/marina use
amendment applications.

Environmental Inspections.

The Commission’s on-site environmental inspection pro-
gram evaluates and assesses implementation and compli-
ance with the environmental and public use requirements of
licenses to ensure protection and enhancement of resources
at each project. On these inspections, staff identifies com-
mon problem areas, enforces the terms and conditions of
each license, and assists the licensees with staying in compli-
ance. In FY 2011, the Commission projects conducting
approximately 125 environmental inspections, requiting
$300,000 of contractor support to supplement Commission
staff in these inspections.

5. Under Section 4(e) of the Federal Power Act, 16 U.S.C § 797(e), FERC must consider environmental requirements for licensing a pro-
ject within a federal reservation. A federal reservation under the Act is a technical term, defined generally as a national forest, tribal land,
military reservations, and other lands and interests in lands reserved for other public purposes. They include any lands and interests in
lands acquired and held for any public purposes by the federal government (they do not include national monuments or national parks,

where hydropower licensing is prohibited).
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Natural Gas Pipelines & Storage Projects.

The Commission is responsible for reviewing applications
for the construction and operation of natural gas pipelines
and other related facilities.® To meet the growing demand
for natural gas, the Commission must respond to these ap-
plications in a timely manner. As in hydropower and elec-
tric transmission siting, the pre-filing process engages stake-
holders in the identification and resolution of concerns
prior to a company filing a certificate application with the
Commission. The Commission staff's patticipation and
initiative in these efforts allows for the filing of more com-
plete certificate applications and enables more efficient and
expeditious determination by the Commission. As part of
the natural gas pipeline certificate application process, the
Commission reviews applications for embedded accounting
issues in pipeline construction, acquisition purchase, and
abandonment transactions. Commission staff will identify
deficiencies in proposed accounting and recommends ap-
propriate corrective action. These reviews of accounting in
certificate filings provide greater certainty to pipelines by
providing upfront guidance on accounting entries prior to
the pipeline seeking formal Commission approval.

Applications.
In FY 2009, the Commission authorized 25 natural gas
pipeline projects which resulted in over 348 miles of addi-

tional pipeline and 404,686 horsepower of compression.
The Commission also authorized 16 storage projects result-
ing in 5.7 billion cubic feet of peak day deliverability and
157.2 billion cubic feet of storage capacity, 93.82 miles of
connecting pipeline and 194,601 horsepower of compres-
sion. In FY 2011, the Commission expects that the number
of natural gas pipeline applications will remain constant and
the rate of processing the applications will remain steady.
Approximately 80 FTEs are required to carry out the Com-
mission’s natural gas pipelines and storage projects pro-
grams.

Alaska Natural Gas Pipeline Project.

The Commission has been fully engaged in the pre-filing
review’ of at least two proposals to construct and operate an
Alaska natural gas pipeline, extending from the North Slope
of Alaska to the Alaska-Canada border. The Commission
will continue to be involved in pre-filing reviews of these
initiatives that will involve up to seven weeks of on-site
work in Alaska by the Commission staff. Based upon the
current trends in the lower United States production of
natural gas, especially increased production from shale, and
the potential reductions of natural gas imports from Canada,
the Alaska Natural Gas Pipeline Project has the possibility
of providing seven percent of the total United States natural
gas supply by 2030.8

Process for Natural Gas Certificates

Use of the Pre-Filing
Environmental Review
(PF) Process is Approved
(voluntarily)

Conduct Scoping to
Determine Environmental
Issues and Attempt to
Resolve Issues

Applicant files
FERC Application

Respond to
environmental

Fﬂmmigsilc'“ comments / Issue
ssues Urder Final EIS

4 ™)
FERC Issues
Notice of
Application
\ J
o )
Conduct Scoping
Issue EA or (if the PF Process
Draft EIS is not used)
7

6. Once natural gas pipeline projects become operational, safety is regulated, monitored and enforced by the Department of Transportation.

7. FERC activities will include: familiarizing staff with the project area, attending the project sponsot's stakeholder outreach meetings, conduct-
ing Native Alaskan consultation, viewing the route and alternatives, meeting with federal and state agencies and stakeholders, holding NEPA
scoping meetings, identifying data gaps, and evaluating the application for completeness. In addition, the Commission will be reviewing filings
by the project sponsors to approve their open season proposals as well as monitor the results of the open season(s).

8. See Table 14, Reference Case Tables, Annual Energy Outlook 2009, Energy Information Administration.
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Environmental Inspections.

The Commission includes environmental protection, miti-
gation, and enhancement measures in authorizations for
natural gas pipelines and storage facilities. While facilities
are under construction, Commission staff conducts inspec-
tions at least once every 28 days to insure adherence to the
prescribed environmental measures. In FY 2009, the Com-
mission staff conducted 803 pipeline facility compliance
inspections; including 77 percent of these inspections which
were completed by contractors. The Commission expects
to maintain the same amount of project review and the as-
sociated compliance inspection activities in FY 2011. Thus,
the Commission will require contracted resources, esti-
mated at $665,000.

Outreach.

The Commission regularly hosts industry training seminars
which provide guidance and insight on compliance-related
matters. These sessions are attended by state, local and
federal agency officials, natural gas pipeline companies, and
consulting firm staff and provide an opportunity for open
dialogue between the Commission staff and these stake-
holders. These sessions provide information on the filing
requirements for environmental reports, reporting require-
ments for blanket certificate projects, new regulations, over-
view of the Commission’s Wetland and Waterbody Con-
struction and Mitigation Procedures, and more. In FY
2011, the Commission proposes to conduct six seminars.
The use of contractor support will be required for the plan-
ning and implementation of these sessions for a total cost
of approximately $330,000. These heavily attended semi-
nars are instrumental to the understanding and successful
adherence to the Commission-issued certificates and au-
thorizations. In addition, the Commission will conduct
outreach whenever the opportunity or need presents itself
in FY 2011. In FY 2009 Commission staff undertook sev-
eral non-project specific outreach initiatives such as a multi-
agency informational meeting in Pennsylvania® and a Pipe-
line Siting and Stakeholder Involvement Workshop held at
the FERC Headquarters in Washington, DC.

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 assess-
ments for LNG import/export terminals, completing post-
authorization final design review, reviewing design change
requests, approving compliance with conditions, and con-
ducting construction and operation inspections.!?

Pre-Filing & Applications.

In FY 2009, the Commission reviewed two projects in the
pre-filing process, four applications for new or modified
import terminals, and one new-peak shaving facility. By FY
2011, the Commission expects to have incorporated en-
hanced modeling capabilities to assist in the review of LNG
applications. The improved modeling capabilities will en-
able the Commission to make better risk-informed deci-
sions and form a comprehensive response to public con-
cerns. Similar to FY 2009, the Commission will require
$220,000 of contractor assistance to aid in the cryogenic
review of LNG applications in FY 2011.

Seismic Design Issues.

In areas with high seismic potential, and, consequently, sig-
nificant seismic design requirements, the Commission has
begun imposing a condition requiring the proponents of
LNG terminals to retain a three-member Board of Consult-
ants to review the final proposed geotechnical and seismic
design measures. Commission staff will need consulting
engineering support to assist in evaluating the Board’s rec-
ommendations. Consultants will participate in Board meet-
ings, review design material and advise the Commission on
final design approvals. There are currently two approved
LNG projects with a requirement for the Board of Consult-
ants. Both of these projects are expected to move towards
construction in FY 2011. Consequently, the Commission
will require $356,000 in contractor resources for seismic-
related activities.

Electric Transmission Siting.

The Commission has limited jurisdiction over the siting of
electric transmission facilities. The Commission’s jurisdic-
tion is applicable when two conditions are met: 1) the pro-
posed facility is located in a National Interest Electric
Transmission Corridor, as designated by the Secretary of
Energy, and 2) the state(s) withhold approval for more than
one year, do not have the authority to site transmission fa-
cilities, or cannot consider interstate project benefits of fa-
cilities proposed to be constructed in a National Interest
Electric Transmission Corridor. A recent court decision
has limited the Commission’s authority by finding that a
state’s denial of an application to site a facility does not
constitute “withholding approval.”

The Commission will review each transmission siting appli-
cation to ensure that it: is consistent with the public inter-
est; will be used for transmission in interstate commerce;
will significantly reduce transmission congestion and will
protect or benefit consumers; is consistent with sound Na-
tional energy policy and will enhance energy independence;
and will maximize the transmission capabilities of existing

9. The outreach activities in Pennsylvania, held in conjunction with Federal and state agencies, were in anticipation of several potential

proposals in that region and were well received by the participants.

10. Construction and operation inspection activities will be addressed in Objective 2.2.
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towers or structures to the extent reasonable and economi-
cal. The Commission will further assess the transmission
siting applications within the National Interest Electric
Transmission Corridors against any objections or alterna-
tive 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.

Proposed electric transmission siting projects will undoubt-
edly be contentious and complex. Based on current projec-
tions, the Commission expects that by FY 2011, staff may
be processing up to five electric transmission siting applica-
tions, in either the pre-filing or application phases.

.(.
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PERFORMANCE MEASURES AND ANNUAL TARGETS FOR OBJECTIVE 2.1

Commission critetia.

Percentage of all new transmission projects will incorporate advanced technologies that meet

FY 2010 | 5%

FY 2011 10%

generation, transmission, and demand resources.

All public utilities will implement open and transparent transmission planning processes that in-
clude analysis and consideration on a comparable basis of proposed solutions involving any of

Assessment of transmission planning process best practices, including the potential

FY 2010 for collaborative decision making, and issue Notice of Proposed Rulemaking, as
appropriate!!
FY 2011 As appropriate, issue Final Rule on transmission planning process best practices

recovery systems.

Percent of jurisdictional natural gas companies examined for feasibility of installing waste heat

FY 2010 20%

FY 2011 40%

11. Assessment includes how options to transmission are considered.
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OBJECTIVE 2.2: Safety
Minimize risk to the public.

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 opera-
tion. Approximately 142 FTEs are required to carry out the
components of the Commission’s safety related programs,
supplemented by a total of approximately $1,300,000 in
contractor support.

LNG Facilities.

Public safety is among the Commission’s highest priorities
when it comes to regulating LNG terminals. The Commis-
sion’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'2, 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. The Commission can also in-
dependently impose safety requirements to ensure or en-
hance operational reliability of the LNG terminals.

Construction & Operational Inspections.

The Commission is responsible for inspecting LNG facili-
ties during construction and subsequently, during their op-
eration, to ensure compliance with the safety and reliability
requirements put into place by the Commission.

While facilities are under construction, Commission engi-
neers conduct inspections at least once every eight weeks.
In FY 2009, forty-one construction and pre-operational
inspections were conducted for three new terminals and
four terminal expansions. The number of construction and
pre-operational inspections that may occur in FY 2011 will
likely be similar to FY 2009, but will ultimately be detet-
mined by market conditions, as well as the number of LNG
facilities approved by the Commission in the next eighteen
months.

Once in operation, jurisdictional peak-shaving plants are
inspected once every other year and LNG import or export
terminals are inspected once each year. In FY 2009, 13 op-
erational inspections were conducted for six peak-shaving
facilities and seven terminals. By FY 2011, the number of
operational inspections will increase to 16 as a result of four
new import terminals and one peak-shaving plant com-
mencing service. Based upon the number of potential
LNG projects and the number of facilities already in opera-
tion, the Commission expects to spend approximately
$160,000 for the use of contractor resources to aid Com-
mission staff in conducting five of 16 operational plant in-
spections.
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12. The U.S. Coast Guard and DOT have both entered into an Memorandum of Understanding with the Commission for this process.
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Hydropower Facilities.

The administration and execution of the Commission’s dam
safety program ensures that the dams under the Commis-
sion’s jurisdiction are safe. The dam safety program applies
advances in technology to address the technical challenges
presented by the aging national water resources infrastruc-
ture.

Inspections.

Inspections are the backbone of the dam safety program
and are an effective tool for detecting and preventing po-
tential catastrophic structural failures. In the event of a
dam failure, there are both economic (property damage,
environmental impacts and costs associated with loss of use
of the resource) and loss of life consequences. Through
inspections, the Commission is able to verify the structural
integrity of dams, ensure compliance with license require-
ments, and identify subsequent necessary investigations,
remedial modifications, or required maintenance. In FY
2011, the Commission expects to conduct over 1,800 in-
spections.

Safety Initiatives.

In addition to conducting inspections, the Commission un-
dertakes several other initiatives to minimize risk to the
public. The Commission publishes engineering guidelines
for the hydropower industry. These guidelines are con-
stantly in use and are updated as needed. The Engineering
Guidelines for the Evaluation of Hydropower Projects pro-
vide guidance from licensee- or consultant-conducted stud-
ies that includes the procedures and criteria for the engi-
neering review and analysis of hydropower projects.

The Commission’s Performance Monitoring Program uses
appropriate instrumentation to detect and measure physical

changes in the structure before dam safety problems de-
velop. This program also provides methods to better iden-
tify and solve dam safety issues, and improves coordination,
abilities, and trust among all stakeholders. The Commis-
sion also requires Emergency Action Plans (EAP) for all
jurisdictional dams. The EAP program includes the devel-
opment, maintenance, and periodic testing of project-
specific EAPs. The program requires the coordination and
cooperation of dam owners with state and local emergency
preparedness agencies and the Commission. Satisfactory
EAPs are in place at more than 99 percent of the Commis-
sion dams; exceeding the state-regulated, high hazard po-
tential dams figure by 46 percent.

The Commission also requires inspections by independent
consultants every five years on dams that have high or sig-
nificant hazard potential ratings. Each independent con-
sultant must be pre-approved by the Commission to ensute
they are qualified and to maintain strict quality control.
These independent inspections, paid for by the licensee,
include a complete engineering assessment, an inspection of
the project works, and include a detailed review of the pro-
ject design. 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 2009, over 200
independent consultant report reviews were completed to
make certain the structural integrity of the jurisdictional
dams is maintained or improved as appropriate. The Com-
mission expects the number of independent consultant in-
spection report reviews to remain steady through FY 2011.

In addition to fully executing its traditional safety responsi-
bilities, the Commission will focus on one strategy to im-
prove upon this objective.

The Frequency of Dam Inspections as Determined
by its Hazard Potential Classification

Hazard Potential Classification

Loss of Human Life

Inspection Schedule

High Probable; Annually
one or more expected
Significant None Expected Annually
Low None Expected Every 3 years
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STRATEGY 1

Incorporate risk-informed decision making (RIDM) into the dam safety program

Risk assessment methodologies have been used in the safety
assessment of many high consequence industries since the
1960s including the nuclear power and liquefied natural gas
industries, and by federal regulatory agencies including the
Environmental Protection Agency, Food and Drug Ad-
ministration and the Federal Aviation Administration.
Risk-informed decision-making is also used in dam safety
evaluations in the United States (U.S. Department of Inte-
rior-Bureau of Reclamation (Reclamation) and the U.S.
Army Corps of Engineers), Canada, Australia and New
Zealand. Reclamation has been a leader in the development
of dam safety risk assessment methodologies for over 10
years. Currently, Reclamation employs risk-informed deci-
sion-making in the process of continuously evaluating the
safety of dams under their jurisdiction. Spurred by the ef-
fects of Hurricane Katrina, U.S. Army Corps of Engineers,
in cooperation with Reclamation and with requested partici-
pation from the Commission, developed policies and proce-
dures to guide their use of risk-informed decision making.

In FY 2009, the Commission explored how risk assessment
methodologies could benefit its own dam safety program.

»  Better understanding and quantifying potential fail-
ure modes;

* Identify previously unidentified failure modes with
high risk;

*  Understand the consequences of potential failure
modes on life, health and property;

*  Understand the uncertainty and variability in tradi-
tional analyses;

*  Understand the risk associated with a single dam or
FERC’s entire inventory of dams;

= Compare the safety of different dams using a com-
mon basis, risk;

»  Compare the relative contribution to risk of all fail-
ure modes at a given dam; and

»  Evaluate risk reduction alternatives and effectively
reducing the risk FERC regulated dams pose to the
public in quantifiable and defensible terms.

As a result of the benefits identified in its FY 2009 review,
the Commission will develop in FY 2010, an action plan to
incorporate risk-informed decision making into its dam
safety program. Risk-informed decision making will enable
the Commission to make better dam safety decisions that
will, in turn, better protect life, health, and property. It will
complement traditional methods, such as Commission and
independent inspections of dams, not replace them.

In FY 2011, the Commission will prepare a portfolio risk
assessment of FERC’s dam inventory. Through this high-
level process of assessing each dam, staff will be able to
identify high-risk dams that need more urgent attention. By
identifying these dams, the current safety status and the
need for additional dam safety studies and investigations
will be thoroughly evaluated. Risk-informed decision mak-
ing will allow the Commission to focus its resources on
those structures that pose the greatest risk to the public.
During this development period, all safety inspections will
continue as scheduled.

PERFORMANCE MEASURES AND ANNUAL TARGETS FOR OBJECTIVE 2.2

Incorporation of risk-informed decision making into the dam safety program.

FY 2010 Develop Action Plan

FY 2011

Portfolio Risk Assessment of FERC Dam Inventory
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OBJECTIVE 2.3: Reliability

Maintain the reliability of the electric transmission grid.

The electric transmission grid of the United States is a com-
plex network connecting almost 1,000,000 MW of generat-
ing capability to load, through more than 200,000 miles of
transmission lines. The Commission has an important role
in maintaining the reliability and security of this grid. For
example, the Commission monitors and participates in the
development and enforcement of mandatory reliability and
security standards (Reliability Standatds) for the grid in the
continental United States. These standards apply to all us-
ers, owners and operators of the grid. The Commission
also monitors system disturbances to identify near and
long-term issues affecting generation and transmission.

These responsibilities will continue to be a significant
source of work for the Commission through FY 2011. The
issues confronted will be extremely complex and time con-
suming, requiring extensive outreach and education. In
addition to FTE resources, the Commission anticipates re-
quiring $2.25 million in contracting expertise to accomplish
its goals in this area.

To maintain the reliability of the electric transmission grid,
the Commission will focus on three strategies.

Strategy 1: Process Reliability Standards in a timely manner
Strategy 2: Monitor, audit, and enforce Reliability Standards
Identify reliability parameters that affect national goals of reducing carbon and
Strategy 3: increasing the penetration of renewable energy resources on the electric transmission
grid
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STRATEGY 1
Process Reliability Standards in a timely manner

The Commission monitors and participates in the develop-
ment and enforcement of mandatory Reliability Standards
for the grid in the continental United States, primarily
through regulatory oversight of the Electric Reliability Ot-
ganization. The ERO, among other tasks, is responsible for
proposing mandatory Reliability Standards for the Commis-
sion’s review and approval. The ERO may delegate certain
responsibilities to Regional Entities, again subject to Com-
mission approval.

Pursuant to EPAct 2005, the ERO must develop Reliability
Standards through an open and inclusive process that in-
volves extensive negotiation, consultation and coordination
among many stakeholders. Certified Regional Entities may
also develop and propose regional reliability standards. In
addition, the ERO may submit interpretations of approved
Reliability Standards for the Commission’s review. The
Commission does not have authority to modify proposed
standards or interpretations. Rather, if the Commission
disapproves of such a filing, it must remand the filing to the
ERO for reconsideration. The Commission may direct the
ERO to develop and submit a modification on a specific
mattet.

One illustration of this process involves the ERO’s first
cyber security, or Critical Infrastructure Protection (CIP),
Reliability Standards. After those standards were filed, the
Commission approved them while concurrently directing
modifications. The ERO has subsequently filed initial
modifications to the approved CIP standards and its rules
of procedure. Further modifications to the approved CIP
standards, many of them extensive, are expected to be filed
in FYs 2010, 2011, and beyond.

When proposed Reliability Standards or interpretations are
filed, it is important that the Commission respond in a
timely manner because the standards or interpretations be-
come mandatory and enforceable only after Commission
approval. In FY 2011, the Commission is committed to
processing proposed Reliability Standards in a timely man-
ner by issuing orders for 75 percent of filed Reliability Stan-
dards within 18 months of the filing date. The Commission
anticipates designating 48 FTEs to these efforts. In addi-
tion, the Commission will also require up to $1.25 million
of contractor expertise to supplement this undertaking.

Under section 215 of the Federal Power Act, as created by EPAct 2005, the Commis-
sion 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 section 201(f) of the FPA.

STRATEGY 2
Monitor, audit, and enforce Reliability Standards

As discussed above, the Commission monitors and partici-
pates in the enforcement of the Reliability Standards, pri-
marily through its oversight of the ERO and Regional Enti-
ties. One way in which the Commission fulfills these roles
is by participating in selected ERO-led or Regional Entity-
led compliance audits and investigations of users, owners
and operators of the bulk power system. The Commission
will also perform several independent compliance audits
and conduct independent investigations of significant black-
outs, system disturbances, and other reliability incidents.

The ERO is authorized to impose, after notice and oppot-
tunity for a hearing, penalties for violations of the Reliabil-
ity Standards, subject to Commission review and approval.
When the Regional Entities or the ERO identifies a viola-
tion of a reliability standard — whether through self-reports
of violations, audits, investigations, or complaints — the

ERO submits a Notice of Penalty filing for Commission
approval. The Notice of Penalty filing includes the evi-
dence supporting a finding of a violation of one or more
Reliability Standards, a proposed penalty, and a mitigation
plan to remedy the violation(s) and prevent recurrence.
The Commission anticipates the filing of Notice of Penal-
ties addressing approximately 100 violations each month.

Rigorous audits and investigations of potential violations
coupled with appropriate penalties and adequate mitigation
plans should reduce the frequency of repeat violations of
the Reliability Standards. In order to determine the effec-
tiveness of the compliance program, the Commission will
track the number and type of violations, particulatly viola-
tions of Reliability Standards involving high Violation Risk
Factors.
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As part of its monitoring and oversight role, the Commis-
sion will monitor the ERO’s short-term and long-term reli-
ability and adequacy assessments of the bulk-power system;
compile reports on the performance of the bulk-power sys-
tem from information gathered from the ERO, Regional
Entities, and other registered entities; and evaluate system
events including disturbances and near-misses.

The Commission also communicates and collaborates with
international entities such as Canadian and Mexican regula-
tors; federal agencies such as the Department of Energy,

the Department of Homeland Security, the Department of

Defense, the Nuclear Regulatory Commission, and the Na-
tional Institute of Standards and Technology; state organi-
zations such as the National Association of Regulatory Util-
ity Commissioners; the ERO and Regional Entities; and
industry and customer stakeholder groups, among others.
The Commission will encourage and implement innovative
approaches to system and security reliability that will im-
prove the ability of the grid to withstand and recover from
abnormal events and attacks.

The Commission anticipates these compliance efforts will
require 67 FTEs.

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 a Violation
Risk Factor and Violation Severity Levels assigned to it.

The Violation Risk Factors and Violation Severity Levels reflect, respectively, the relative
risk to the bulk-power system associated with a violation of the requirement of a Reliabil-
ity Standard and the severity of a single violation. The Violation Risk Factors and Viola-
tion Severity Levels are used by the ERO and the Regional Entities to determine proposed
financial penalties for violating a Reliability Standard.

STRATEGY 3

Identify reliability parameters that affect national goals of reducing carbon and increasing the penetration of

renewable energy resources on the electric transmission grid

The Commission anticipates requiring, in addition to exist-
ing staff, $500,000 in contracting expertise to identity reli-
ability parameters related to renewable energy resources and
the electric transmission grid.

The Commission’s strategy includes:

= Developing research and studies to identify reliability
constraints while, as necessary, leveraging outside ex-
pertise in areas such as industry, academia, and Na-
tional Labs.

» Identifying and evaluating relevant studies performed in
the three electrical interconnections in the continental
United States; regions within those interconnections,

including the footprints of ISO and RTO; and interna-
tionally.

=  Monitoring developments in public and industry
groups with respect to renewable energy resources, car-
bon-based generation and carbon sequestration.

»  Researching legislative initiatives and regulations in the
United States and in the international arena that may
implicate reliability requirements in the context of cli-
mate change initiatives.

» Tracking equipment changes and developing technolo-
gies that have the potential to impact reliability parame-
ters.
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PERFORMANCE MEASURES AND ANNUAL TARGETS FOR OBJECTIVE 2.3

Percentage of proposed Reliability Standards on which the Commission will issue a Final
Rule within 18 months of filing

FY 2010 75%
FY 2011 75%

Reduction in the number of repeat violations by an audited or investigated entity, particularly
of Reliability Standards involving high Violation Risk Factors

FY 2010 Establish tracking process

FY 2011 Track violations per entity

Track related reliability studies performed in the national and international arena that will
provide a basis for establishing and developing reliability parameters

FY 2010 Establish contacts and develop research, data collection and reporting
processes
Track studies and identify or propose reliability parameters. Perform initial
FY 2011 . . .
analysis to assess if they are feasible for the bulk-power system

_ 45 - INFRASTRUCTURE



FEDERAL ENERGY REGULATORY COMMISSION

INITIATIVES THAT SUPPORT THE COMMISSION

Human Capital Management.

The Commission, in line with its strategic priorities, contin-
ues to focus its human capital recruitment and retention
efforts in the electric reliability, cyber-security and enforce-
ment programs.

To meet its responsibilities, including the relatively new
authorities in reliability and enforcement, it is essential that
the Commission continue to increase its core of highly
skilled, uniquely experienced staff members, specifically
electrical engineers. In recent years, the Commission has
had difficulty in hiring electrical engineers because of their
high demand in the private sector and a decline in the num-
ber of students entering the field. Recruiting senior electri-
cal engineers, specifically those with an understanding of
bulk power systems, has been extremely difficult. As a re-
sult, the Office of Personnel Management granted the
Commission Direct Hire Authority for electrical engineer
positions at grades 13-15 until December 2010.

In FY 2011, the increase in FTE authority and the pro-
jected attrition is expected to leave the Commission in a
position to hire approximately 165 new staff and provide
support services to 1,539 FTEs. To address current human
resources system inefficiencies, the Commission’s human
resources and payroll operations transitioned to the Depart-
ment of Interior’s National Business Center which will re-
sult in a projected savings of $1.6 million annually begin-
ning in FY 2011. Throughout FY 2011, the Commission
will examine other National Business Center human re-
sources system modules to support staff growth; streamline
operations; and provide real-time hiring and workforce in-
formation to managers and applicants. National Business
Center’s human resources system will provide enhanced
data mining capabilities that are required to adequately ana-
lyze and refine the Commission’s workforce requirements.

Background Facts

Average age of the Commission’s workforce is 45

Average age of executive staff is 52

Staff retires at 60 years old with 30 years of service

Staff eligible to retire voluntarily in FY 2011 is 386 or 25%

Mainstream occupations are: Accountants, Auditors,

and Engineers other than Electrical Engineers, which are considered mission critical occupations

Attorneys, Analysts, Environmental Scientists

INITIATIVES THAT SUPPORT THE COMMISSION _46 -



FY 2011 PERFORMANCE BUDGET REQUEST

This page intentionally left blank.

_47 -



FEDERAL ENERGY REGULATORY COMMISSION

APPENDIX A

Historic Actual Performance Results FYs 2006 - 2009

Energy Infrastructure Performance Data.™

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 time-
line were in place by August 31, 2006.
Steps have been taken to establish a trans-
mission line siting group including: the
issuance of a Notice of Proposed Rulemak-
ing (NOPR) to establish 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 regu-
lations 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 Novem-
ber 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 negotiations. A
new DoD contact was assigned 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.

13. This performance data is aligned with the former Strategic Goal: Energy Infrastructure.

APPENDICES
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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

B . - . 0
shorg pipeline projects 1quected during every four wecks 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. quahfyn}g LNG plan'ts 100% of plants inspected at least once o
inspected during ongoing construction . 100%
- every eight weeks
activity
Percentage of LNG import terminals 100% inspected annually 100%
inspected
Perce;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 2011 PERFORMANCE BUDGET REQUEST

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 2011 PERFORMANCE BUDGET REQUEST

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 2011 PERFORMANCE BUDGET REQUEST

FY 2007

Strategy

Performance Measurement

Performance Target

Data Source

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

100%

Target Met. 100% of LNG facilities
met all current safety standards or were
subject to a compliance letter.

Percentage of EIS documents that con-
tain sections addressing safety for Hy-

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

100%

Target Met. 100% of EIS documents
contain sections relating to safety for

Hydropower Projects, LNG 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 prece-
dential 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 certificate
cases of first impression or containing
larger policy implications were com-
pleted 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 2011 PERFORMANCE BUDGET REQUEST

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

Target Met. Participated in 100% of
ERO/industry reliability readiness
evaluations of Reliability Coordinators

) . D Y o
L il Mo, Koy N
p p tain-Desert Southwest, SPP, and ER-

COT Reliability Coordinators).
Percentage of load served, included in Target Met. Participated in 11 readi-
ERO / industry reliability readiness 35% ness evaluations which represented
evaluations, in which FERC participates 78% of load served.

Target Met. 100% (37 out of 37) pen-
Percentage of ERO penalty action rul- alty action rulings were reviewed to
ings reviewed or tolled to prevent inap- 100% prevent inappropriate rulings from

o

propriate rulings from going into effect
by default

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.

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

ties inspected biennially

biennial schedule.
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FY 2011 PERFORMANCE BUDGET REQUEST

FY 2008
Strategy
Performance Measurement Performance Target Results
Percentage of LNG facilities that meet Target Met. 100% of the LNG facili-
all current safety standards or are subject | 100% ties either met all current safety stan-
of a compliance letter dards or received a compliance letter.
Percentage of qualifying dams that either Target Met. 100% of qualifying dams
comply with EAP requirements or are 100% comply with EAP requirements or are
(]

conducting follow-up action(s) on out-
standing item(s)

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.

FY 2009

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

later

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

Target Met - 100% of the 62
amendments to non-RTO/ISO
OATTs were completed within the
60-day statutory timeframe

Issue Alaska Gas Pipeline Reports to Con-

gress

2009

Issue Reports in February and August

Target Met. Reports issued in Feb-
ruary and August 2009.

Percentage of pipeline certificate cases with

no precedential issues completed

days of filing

of filing

* 90% of unprotested cases within 159

* 90% of protested cases within 304 days

= Target Met. 96.8% of unpro-
tested cases completed within 159
days of filing

= Target Met. 100% of protested
cases completed within 304 days of
filing
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FY 2009
Strategy
Performance Measurement Performance Target Results
Percentage of pipeline certificate cases of Target Met. 94.7% of first impres-
first impression or containing larger policy 90% within 365 days of filing sion cases completed within 365
implications completed days of filing
Perc'entage O.f plpeh'ne certificate cases re- o . Target Met. 100% of major cases
quiring a major environmental assess-ment 90% within 480 days of filing o .
completed within 480 days of filing
or EIS completed
Target Met. 100% of NEPA docu-
Percentage of NEPA documents com-pleted 8:5 % yvlthm 8 month's 'of deteqnlplng a ments comple.ted for projects gtlhz
. e . pipeline or LNG facility application ing the pre-filing process within 8
for projects utilizing the pre-filing processes .. .
complete months of determining an applica-

tion was complete

Target Met. 100% of qualifying
LNG plants were inspected at least
once every 8 weeks during ongoing
construction activity

Percentage of qualifying LNG plants in-

o .
spected during ongoing construction activity 90% of plants inspected every 8 weeks

Target Met. 100% of determina-

Percentage of ILP pre-filing study plan de- 75 A> within 30 days of appllc.an"[ filing tions were cgmpletgd w1thlp 30
S revised study plan for Commission ap- days of applicant filing revised
terminations completed =
proval study plan for Commission ap-
proval

= Target Met. 100% studies com-
= 95% for regional and issue-based infra- | pleted for regional and issue-based

Percentage of infrastructure studies com- structure conferences infrastructure conferences
pleted * 95% for Commission- and Congres- = Target Met. 100% studies com-
sional-directed studies pleted for Commission- and Con-

gres-sional-directed studies

. o n/a. One electric transmission case
Percentage of electric transmission sit-ing

90% within 365 days of filing entered the pre-filing stage, but it
cases completed was withdrawn
= 100% of statutory cases processed = Target Met - 100% of the 15
within statutory deadlines or by appli- statutory incentive rate cases were
.. . cant’s requested date, whichever is later processed within the statutory time-
Timeliness of processing complete ap- o
lications for incentive rates " 80% (.)f fieclara.tory Qrd‘ers filed for frames
p Commission action within 180 days of = Target met; 100% (6 of 6) of de-
filing date or by applicant’s requested claratory orders related to incentive
date, whichever is later. rates were filed within target dates.

= Target Met - 100% of the 3,808
statutory items, including cost re-
covery cases, were processed
within the statutory deadlines

= Target Met. Provided timely rate
inserts for 94% (47 out of 50) of the

= 100% of statutory cases processed
within statutory deadlines or by appli-
cant’s requested date, whichever is later
Timeliness of processing cost recovery cases | * 90% of rate inserts for certificate cases

(including prudently-incurred expenses to processed within 30 days prior to lead cases that were tareeted for comple-
safeguard and enhance the reliability, secu- office’s target date for completion of . & . p

. . Lo . tion by the lead office during the
rity and safety of the energy infrastructure) pipeline certificate case

= 85% of cases that were set for hearing fiscal year

filed for Commission action within 12

- . 0,
months of briefs opposing exceptions Target not met; 50% (2 of 4) filed

within 12 months of Briefs Oppos-
ing Exceptions.

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

Timeliness of verification of EQR sub- Within 10 business days of filing due
missions date

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

Target met. 100 percent of gas
95% certificate accounting inserts were
completed on time.

infrastructure
Percentage of financial accounting fil-ings Target met. 97 percent of financial
ge ¢ & & 75% within 60 days of filing date accounting filings were completed
completed timely .
on time.
. . . Target met. 100 percent of report-
Percentage (.)f reporting requirement filings 75% within 60 days of filing date ing requirement filings were com-
completed timely g
pleted within 60 days.
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FY 2009

Strategy

Performance Measurement

Performance Target

Results

Assure Reliability of Interstate Transmission Grid

Timely approval of ERO/RE budgets and
business plans

Complete by November 1, 2008

Target met. The draft order ap-
proving the 2009 ERO/RE budgets
and business plans was issued in
Docket No. RR08-6-000 on Octo-
ber 16, 2008.

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 filed reliabil-
ity standards have orders issued
within 18 months.

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. ERO performance assessment
filing was made on July 20, 2009 in
Docket No. RR09-7-000, with a
targeted completion date of Decem-
ber 2009.

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

At least one in each of the eight regions

Target met. Participated on 8 Re-
gional Entity audits, one in each
region, by June 25, 2009.

Percentage of ERO / industry reliability

N/A. The ERO/industry reliability
readiness evaluations of Reliability

readiness evaluations of Reliability Coordi- 75% . . ) .
nators in which FERC partici-pates Coordinators were discontinued in
FY2009.
Percentage of load served, included in Target Met. Participated in 2 readi-
ERO / industry reliability readiness evalua- 35% ness evaluations which represented
tions, in which FERC participates 78% of load served.
Target met. In FY 2009, 35 No-
tices of Penalty covering 83 viola-
tions were filed. All 35 were re-
Percentage of ERO penalty action rul-ings viewed for appropriateness of the
reviewed or tolled to prevent inap-propriate 100% finding of violation and penalty and

rulings from going into effect by default

accepted by operation of law, with
a public notice of each acceptance
issued within the required period
for Commission action.

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

Target met. In FY2009, 149 No-
tices of Alleged Violations and
Sanctions covering 579 alleged
violations were submitted through
the portals. Each was reported on
and recorded routinely by way of
(1) The Overview of Reliability
Orders, Matters and Deadlines
Chart, and (2) The Pending Case
Report prepared by the Division of
Investigations.

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

Within 120 days of the Commencement
Letter

Target met. 100 percent (3/3) of
Regional Entity audits reported to
the Commission within 120 days.

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

90% within 6 months

Target met. 100 percent (20/20) of
Regional Entity audit recommenda-
tions implemented in 6 months.
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FEDERAL ENERGY REGULATORY COMMISSION

FY 2009

Strategy

Performance Measurement

Performance Target

Results

Protect Safety at LNG and Hydropower Facilities

Percentage of high- and significant- -hazard-

Target Met. 90% of high- and sig-

0, . . _ .
potential dams inspected annu-ally 90% F“ﬁcam hazard-potential dams
inspected
0, 1 - 10—
Percentage of high- and significant-- hazard- gféf;;gl}?;zzgd/.g (c))felﬁt%gl ggr?l:lg
potential dams that either meet all current 90% cither met all curI;en  structural
structural safety standards or are undergoing 0 .
investigation or reme-diation safety standards or are undergoing
investigation or reme-diation.
Percentage of LNG peak-shaving facili-ties 90% Target Met. 100% of LNG peak-
inspected biennially ¢ shaving facilities were inspected
Percentage of LNG import terminals in- 90% Target Met. 100% of the LNG
spected annually ’ import terminals were inspected
Percentage of qualifying dams that ei-ther 90 Target Met. 90% of qualifying
0

comply with EAP requirements or are con-
ducting follow-up action(s) on outstanding
item(s)

dams complied with EAP require-
ments or are conducting follow-up
action(s) on outstanding item(s)

Control access to CEIL

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

Percentage of final inspection reports com-
pleted

75% within 4 months of inspection

Target Met. 100% of final inspec-
tion reports completed within 4
months of inspection

Timeliness of issuing environmental licens-
ing requirements

Licensing responsibility letters sent
within 60 days of license issuance date

Target Met. All licensing responsi-
bility letters sent within 60 days of
license issuance date

Percentage of final NEPA documents issued
for ALP/TLP cases: = with settlement agree-
ments = without settlement agreements

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

= Target Met. 100% within 12
months of settlement filing date
= Target Met. 100% within 24
months of 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. 97% of qualifying
projects were inspected at least
once every 4 weeks.
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FY 2011 PERFORMANCE BUDGET REQUEST

Competitive Markets Performance Data.™

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.

14. This performance data is aligned with the former Strategic Goal: Competitive Markets.

S 63 -

APPENDICES
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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)

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
(continued from previous page) (RSG) payments; approval of revised
rules defining less-than-seasonal FTR
In each region of the country, there will entitlements for network resources; ap-

be: proval of contractual arrangements re-
(continued from previous page) = RTO adoption of additional market- lated to the market monitor and balanc-

oriented features, programs or rules ing authorities; as well as offering guid-
Demonstrable improvements in regional = improvement of open access tariff to ance on Midwest ISO’s future plans to
competitive market transparency and inde- reduce entry barriers or eliminate undue | implement ancillary service markets and
pendence discrimination an energy-only market.

= increase in the degree of transmission For the SPP region, the Commission

independence (ownership or control) provided guidance and approvals related

from generation in regions primarily to SPP’s proposal to establish a real-time

without RTOs 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
encumbrances of utility assets)

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-
pleted by the statutory deadline.

Address Market Power in Jurisdictional Wholesale Markets

Timeliness of processing initial electric mar-
ket-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

Target Met. 100% (156 out of
156) of initial market-based rate
applications were completed by
the established target date.

FY 2009

Performance Measure

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, which-
ever is later

= Target met; 78% (28 of 36) filed
within 60 days.

= Target met; 97% (35 of 36) filed
within the 180 days.

Timeliness of review of proposed RTO/ ISO
market rules

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

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

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

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

Target Met - 100% of the 15 fil-
ings to encourage demand re-
sponse were acted on by the statu-
tory deadlines

Industry and state outreach to increase Com-
mission awareness and understand-ing on
emerging energy issues

Participate in and/or facilitate 10 ses-
sions per quarter

Target Met - Participated in and/or
facilitated 23 sessions in the first
quarter, 24 sessions in the second
quarter, 17 sessions in the third
quarter, and 11 sessions in the
fourth quarter of the fiscal year
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FY 2009

Performance Measure Performance Target Results

Reduce Barriers to Trade Between Markets and Among Regions

Target Met - 100% of the 8 filings
dealing with border utility issues
between markets were completed
by the statutory due dates

Timeliness of processing complete fil-ings to 100% processed by the statutory due
reduce or eliminate border utility issues be- date or applicant’s requested date,
tween markets whichever is later

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 jurisdic-
tional facilities (including transactions involv-
ing certain transfers of generation facilities
and public utility holding company transac-
tions, and issues of cross subsidization or
encumbrances of utility assets)

Target Met - 100% of the 95 non-
major dispositions and the 1 major
merger case were completed by the
established deadlines

100% processed within 180 days for
non-major dispositions 100% processed
within 360 days for major dispositions

Address Market Power in Jurisdictional Wholesale Markets

100% processed within 60 days of the Target Met - 100% of the 189
Timeliness of processing initial electric mar- filing date of a complete application or initial market-based rate applica-
ket-based rate filings by applicant’s requested date, whichever | tions were completed by the estab-
is later lished target date

Target met. Order No. 717 revis-
ing Standards of Conduct for
Revise and clarify Standards of Conduct Issue Final Rule by December 31, 2008 Transmission Providers issued
October 16, 2008, and became
effective November 26, 2008.
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Enforcement Performance Data.”

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.

15. This performance data is aligned with the former Strategic Goal: Enforcement.
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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

Performance Measure

Performance Target

Results

Identify and remedy problems with structure and operations in energy markets

Regular monitoring of natural gas and elec-
tric markets with significant issues of mar-
ket structure and operations iden-tified

Weekly reporting of significant issues of
market structure and operations

Target Met. The Division of En-
ergy Market Oversight (DEMO)
produced a Weekly Market Re-
view (WMR) in 48 weeks during
FY 2008. The weeks during which
we did not publish a WMR oc-
curred during holiday periods.
These WMRs included 24 special
reports that provided in depth
analysis of emerging market is-
sues.

Timeliness of actions on significant issues
identified by regular monitoring of natural
gas and electric markets

Within 6 months of completed report

Target Met. The Division of En-
ergy Market Oversight completed
all items within 6 months.

Fully implement the Research in Market
Oversight (RIMO) program

Perform at least four RIMO projects per
year

Target Met. The Division of En-
ergy Market Oversight hosted staff
of Italy’s Regulatory Authority for
Electricity and Gas. In addition,
DEMO has hosted over ten foreign
delegations and State Public Ser-
vice Commission representatives
in the Market Monitoring Center.

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. Submitted recommen-
dations for civil penalties to be
assessed on 16 subjects. Each
recommendation included discus-
sion of facts, analysis of applicable
Policy Statement factors, and com-
parison to actions taken in similar
cases.

Timeliness of reporting to the Commis-sion
on operational audits

Within 120 days of the Commencement
Letter

Target met. 100 percent (19/19) of
operational audits reported to the
Commission within 120 days.

Percentage of operational audit recom-
mendations issued and implemented

90% within 6 months

Target met. 99 percent (75/76) of
operational audit recommendations
implemented in 6 months.

Timeliness of reporting to the Commis-sion
on financial audits

Within 120 days of the Commencement
Letter

Target met. 100 percent (9/9) of
financial audits reported to the
Commission within 120 days.

Percentage of financial audit recommen-
dations issued and implemented

90% within 6 months

Target met. 100 percent (36/36) of
financial audit recommendations
implemented in 6 months.
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FY 2009

Performance Measure

Performance Target

Results

Conduct investigations promptly and impose penalties where appropriate

Timeliness of initiating or deciding action
on MMU referrals

80% acted on within 30 days

Target met. Four MMU referrals
were received and all were acted
on within 30 days.

Percentage of enforcement investiga-tions
not involving market manipulation issues
completed

75% within one year of initiation

Target not met. 41% of non-
manipulation investigations com-
pleted in FY 2009 (9 of 22) were
completed within one year. This
target was missed due to circum-
stances surrounding two major
market manipulation cases in
which management was required
to shift staff resources from non-
market manipulation cases to these
two high-profile market manipula-
tion cases. This did not have a
negative impact on the perform-
ance of the enforcement program.
To the contrary, the successful
outcome of these market manipu-
lation cases demonstrates the
strength of the Commission’s en-
forcement program. The Commis-
sion has consistently met this tar-
get in previous years.

Percentage of market manipulation en-
forcement investigations completed

75% within two years of initiation

Target met. All market manipula-
tion investigations completed in
FY2009 were completed within
two years.

Percentage of Hotline calls resolved

70% within 2 weeks of initial contact

Target met. DOI received 502
Hotline calls and closed 485 Hot-
line matters. 70.5% of the calls
were resolved within two 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. 100 percent of regu-
lated entities included in annual
audit plan audited to ensure inter-
nal compliance programs and
processes are in place.

s

Process complete requests for “No Ac-tion’

Within 60 days of receipt of final re-
quest

Target not met. Three out of four
No-Action letters were issued in
fewer than 60 days; the fourth was
issued in 69 days. This did not
have a negative impact on the
program.

Timeliness of reporting on compliance is-
sues raised by regulated entities

Reports completed monthly

Target met. Compliance issues
raised by regulated entities are

reported monthly as part of the
DOI Pending Case Report.
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Supporting Initiatives Performance Data.’®

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.

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.

16. This performance data is aligned with the former Strategic Plan’s Supporting Initiatives section.
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FY 2006

Performance Measurement

Performance Target

Data Source

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.

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.
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FY 2006

Performance Measurement

Performance Target

Data Source

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

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.
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FY 2006

Performance Measurement

Performance Target

Data Source

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.

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.
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FY 2006

Performance Measurement Performance Target Data Source

Target Met. FY 2005 FOIA Annual
Complete by February 1, 2006 Report to the Department of Justice was
submitted on January 27, 2006.

Submit FY 2005 FOIA Annual Report
to Department of Justice

Target Met. FY 2005 Information
Quality Agency Annual Report was
submitted to OMB prior to January 1,
2006.

Submit FY 2005 Information Quality
Agency Annual Report to the Office of Complete by January 1, 2006
Management and Budget (OMB)

FY 2007

Performance Measurement Performance Target Data Source

Target Met. Framework developed
in January, 2007. Implementation
ongoing with mainstream occupa-
tions.

Develop and implement a competency-

based requirements framework Complete by January 31, 2007

Target Met. FY 2007 percentage
for women was 52.9%. Increased
percentage over FY06 by 8% (FY

o 2006 - 44.5%).
Percentage of women and/or minorities

o Increase over FY 2006
among all positions

FY 2007 percentage for minority
women was 20.6%. Increased
percentage over FY06 by 1.1%
(FY 2006 — 19.5%).

Target Met. Retention ration for
Increase FY 2006 ratio by 10% FY 2007 hires was 100% (FY
2006 percentage was 95%).

Improve retention ratio of entry-level new
hires

Target Met. Implemented Hiring
Gap Spreadsheet and Personnel
Implement workforce planning tools Complete by September 30, 2007 Status Report. Continue to prepare
and publish the Human Capital
Plan.

Timeliness of submitting Fair Act Inventory
to OMB per Circular A-76 requirements

Target Met. FY 2007 FAIR Act

Complete by June 30, 2007 was submitted to OMB 6/30/07.

Target Met. The customer satis-

Customers are satisfied with the use of faction level for FERC eGov Ser-

eGovernment initiatives to interact with 90% vices exceeds 96% based on data

FERC 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 FY07 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 ggg;’ 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
Align 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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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.

= 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

Targets Met.
= 130 out of 205 pieces of official
Congressional correspondence, or
63%, were responded to within 10
business days.
» In FY 2007, email notifications
to members of Congress were sent
out on 340 significant Commission
actions within 1 to 2 business days
of the underlining action. Briefing
offers were made on appropriate
items.

= In FY 2007, the Commission
provided 38 briefings to members
of Congress.

* In FY 2007, 178 email notifica-
tions to State regulatory agencies
were sent out on significant Com-
mission actions within 1 to 2 busi-
ness days of the underlining action.
= In FY 2007, OEA hosted 71
visits from 75 countries and organi-
zations.

= Respond to 50% of Official Congres-
sional correspondence within 10 busi-
ness days

= Provide email notification of signifi-
cant Commission actions to Congress
within 1 to 2 business days of the under-
lining action along with briefing offers
where appropriate

= Provide timely and effective briefings
to members of Congress

= Provide email notification of signifi-
cant Commission actions to effected
State regulatory agencies within 1 to 2
business days of the underlining action

= Accommodate visitation requests from
delegations from various countries and
organizations

Enhance communication with National and
International groups

Target Met. 88% of cases set for
hearing achieved partial or com-
plete consensual agreement.

Percentage of cases set for hearing that
achieve partial or complete consensual 75%
agreement

Targets Met.

= 75% of Track I cases in 29.5 weeks * There were no Track I cases.

Percentage of cases set for hearing com-
pleted according to the established schedule

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

= 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.
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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

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.
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FY 2008

Performance Measure

Performance Target

Results

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.

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.
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FY 2008

Performance Measure Performance Target Results

Target Met. FERC Non-
Supervisory Employees re-
ceived training in August and
September 2008.

= All employees receive training annu- Target Met. All FERC managers

ally received feedback on ratings

= Provide feedback to managers to en- and training on meaningful
sure ratings reflect meaningful distinc- distinctions during the corre-
tions between performance sponding rating cycle of their
= High achievers are rewarded appropri- program office.

ately Target Met. Report analysis

shows that higher monetary

awards are commensurate
with higher performance rat-
ings.

Maintain an effective performance manage-
ment system

Target Not Met.

Women. The representation of
women was 45.5% in FY

Ensure appropriate representation of 2008, a 7.4% decrease from

women and minorities at all levels within Increase over FY 2007 baseline FY 2007.

the organization Minorities. Overall, the represen-

tation of minorities was

32.7% in FY 2008, a 0.5%

decrease from FY 2007.

Target Met. Unqualified opinion
received November 6, 2008.

Target Met. Unqualified assur-
ance asserted over internal
controls September 12, 2008.

Maintain reliable financial management = Unqualified audit opinion on financial
systems which generate accurate and timely | statements

financial information to support operating, = Unqualified assurance assertion on
budget, and policy decisions internal controls

= Target Met. 31% of total pro-
curement dollars awarded to

small, women-owned and minority
businesses.

= Target met. 100% of all quali-
fied procurements were perform-
ance based awards.

= 25% of total procurement dollars
awarded to small, women-owned, and
minority businesses

= 100% of qualified procurements are
performance-based

Manage acquisitions in accordance with
federal requirements and ensure process
provides for the efficient use of Commis-
sion resources

Target Met. eFiling 7.0 was com-
pleted by September 30, 2008.
eFiling will increase the number
of documents that can be submit-
ted and provides a secure process
for submitting Privileged and CEII
materials. Also, ATMS 3.0 suc-
cessfully developed the infrastruc-
ture to capture the tracking of all
docketed and non-docketed work.
Customer satisfaction with eGov
services was over 90%.

Full implementation of FERC’s eGovern-

ment initiatives Completed by September 30, 2008
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FY 2009

Performance Measure

Performance Target

Results

Number of ADR requests and referrals
addressed by DRS

Increase number over FY 2004

Target met. In FY 2009, DRS
addressed 71 new ADR requests
and referrals. FY 2009 results
exceeded the results of the base
year, FY 2004, by 17 requests/
referrals. (In FY 2004 DRS re-
ceived 54 total requests and refer-
rals.)

Percentage of mediated or facilitated case
that achieve partial or complete consensual
agreement

75%

Target met. Of 18 cases DRS com-
pleted in FY 2009, all achieved
consensual agreement through
mediation and facilitation, result-
ing in a 100% success rate.

Favorable DRS customer satisfaction for
casework and outreach

80% customer satisfaction rate

Target met. In FY 2009, customers
for all casework and outreach ser-
vices expressed favorable satisfac-
tion with DRS. Of respondents to
casework surveys, DRS received a
100% customer satisfaction rate.
Of respondents to outreach sur-
veys, DRS received a 91% cus-
tomer satisfaction rate.

Number of outreach events (e.g., train-ings,
workshops, and presentations) to promote
the use of dispute resolution skills

Increase number over FY 2004

Target met. In FY 2009, DRS
delivered 24 outreach events, 13
more events than FY 2004’s 11
outreach events. (In FY 2004, the
DRS delivered 13 outreach
events.)

Of ADR processes concluded, percent-age

Target met. 100% of respondents
to casework surveys affirmed that

that resulted in savings of time and/ or 75% involvement of DRS saved them

money over traditional processes time and/or money over traditional
processes.

Percentage of cases set for hearing that

achieve partial or complete consensual 75% Target Met. 90%

agreement

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 assigned
timeframe to enhance and support the
Commission’s initiatives and goals

= Target met. In FY 2009, 42 out
of 430r 99% of press releases were
issued within 1 hour of action
being taken.

= Target met. In FY 2009, 4066
out of 4066 or 100% of important
agency actions were posted on the
Commission’s internet website
within 1 hour of issuance.

= Target met. In FY 2009, the
office provided an initial and com-
plete response to 3476 out of 4753
or 73% of public inquiries at the
time of receipt.

* Target met. In FY 2009, this
office developed 11 out of 11 web
page requests. All were completed
on schedule.
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FY 2009

Performance Measure Performance Target Results

= Target met. In FY 2009, Exter-
nal Affairs responded to 100%
(211 out of 211) of congressional
inquiries and briefing requests
within 10 business days.

= Target met. In FY 2009, 165
email notifications to members of
Congress were sent out on top
priority issues regarding signifi-
cant Commission actions within 1
to 2 business days of the underlin-
ing action

= Target met. In FY 2009, 46
briefings for Congress and State
Officials were conducted on prior-
ity issues of natural gas pipelines,
transmission planning and integra-
tion of renewables, demand re-
sponse, and cyber security.

= Target met. In FY 2009, email
notifications were sent out simulta-
neously for 142 out of 142 (100%)
Commission actions of interest to
State regulatory agencies on sig-
nificant Commission actions
within 1 to 2 business days of the
underlining action.

= Target met. In FY 2009, OEA
responded to and coordinated 52
approved visits; 44 or 84.6% re-
ceived responses within 3 business
days.

= 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

Enhance communication with National and
International groups

» 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

Target Met - The annualized reten-
tion rate of new hires in-
creased from 91.7%
(144/157) for FY 08 to 92.1%
(187/203) for FY 09.

Target Met - 34% (12 of 35) of
interns from summer 2008
program were converted in
FY 09.

Target Not Met. The formal four
phase mid-level recruitment
program strategy was
launched on 6/1/09. No nega-
tive impact by the delay in
meeting original date.

= Increase retention rate of new hires
over FY 2008

= Hire 20% of interns into permanent

Maintain an effective recruiting pro-gram "
positions

* Implement a formal mid-career re-
cruiting program by December 31, 2008

= Launch competency based training Target Met - Competency-based
program for mainstream occupations training needs assessment was
conducted during April 2009.
Target Not Met. The implementa-
= Develop competency based training tion of competency based
for all occupations training for all occupations
was deferred, pending the
selection and acquisition of a
learning management system
which will not be available
until FY 2011 due to resource
constraints. Accordingly,
FERC will reevaluate its em-
ployee develop program
measures for FY 2010.

Implement employee development pro-
grams
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FY 2009

Performance Measure

Performance Target

Results

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

Target Met - all employees and
managers received Perform-
ance Management Training

Target Met. Managers received
feedback which explained
meaningful distinctions be-
tween performance.

Target Met — The Commission’s
analysis identified that on
average, FERC rewarded:

highly successful em-
ployees 31% higher
monetary awards
than fully success-
ful employees;

outstanding employees
49% higher mone-
tary awards than
highly successful
employees; and

outstanding employees
with 96% higher
monetary awards
than fully success-
ful employees.

Ensure appropriate representation of

women and minorities at all levels within

the organization

Increase over FY 2008 baseline

= Target Not Met - FY09 percent-
age for women was 44.6%. De-
creased percentage from FY08 by
less than 1% (FY08 — 45.5%).
Modify target for FY 2010 and
future years to be “Equal to or
greater than Total Federal Work-
force percentage.”

= Target Not Met - FY09 percent-
age for minorities was 32.3%.
Decreased percentage from FY08
by less than 1% (FY08 — 32.9%).
Modify target for FY 2010 and
future years to be “Equal to or
greater than Total Federal Work-
force percentage.”

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 — Received unquali-
fied audit opinion on FY 09 princi-
pal statements 11/6/09.

= Target Met — Issued unqualified
assurance assertion on controls in
place as of 6/30/09.

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

= Target Met - 33% of total avail-
able procurement dollars were
awarded to small businesses dur-
ing FY09.

= Target Met - 100% of qualified
FY09 procurements were perform-
ance-based acquisitions.
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APPENDIX B

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.

iiti(;(l)ss FY 2009 Actuals FY 2010 Estimate FY 2011 Projection
Pipeline Certificates P R C P R C P R C P
Construction Activity 76 130 130 76 130 130 76 130 130 76
Prior Notice & Abandonments 48 100 100 48 100 100 48 100 100 48
Compliance Filings & Reports 30 284 254 60 284 254 90 284 254 120
Environmental Analysis 57 155 152 60 155 152 63 155 152 66
Compliance & Safety Inspections 0 1,147 1,147 0 1,147 1,147 0 1147 1,147 0
LNG Inspections 0 16 16 0 16 16 0 16 16 0
Rehearings 16 48 47 17 30 30 17 20 20 17
Complaints 1 1 1 1 2 2 1 2 2 1
Declaratory Orders 2 7 9 0 5 5 0 5 5 0
Remands 11 1 11 1 8 8 1 2 2 1
Dispute Resolution Services 1 4 5 0 6 4 2 8 5 5
Hydropower Licensing P R C P R C P R C P
Original Licenses 23 10 10 23 10 10 23 10 10 23
Relicenses 50 9 15 44 9 15 38 9 15 32
5 MW Exemptions 4 3 3 4 3 3 4 3 3 4
Rehearings 0 25 23 2 3 3 2 3 3 2
Declaratory Orders 0 5 4 1 1 1 1 1 1 1
Remands 1 3 3 1 1 1 1 1 1 1
Cases Set for Hearing 0 1 0 1 2 1 2 1 1 2
Dispute Resolution Services 0 2 0 2 2 2 2 4 3 3

17. Key: P = Pending at year-end; R = Received during year; C = Completed during year.
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FY 2008
Actuals

FY 2009 Actuals FY 2010 Estimate FY 2011 Projection

Amendments 450 2,600 2,650 400 2,600 2,650 350 | 2600 2,650 300
Jurisdiction 3 12 10 5 12 10 7 12 10 9
Federal Lands 0 90 90 0 90 90 0 90 90 0
Headwater Benefits 6 150 145 11 150 145 16 150 145 21
Compliance 100 400 350 150 400 350 200 400 350 250
Surrenders, Transfers 22 35 40 17 35 40 12 35 40 7
Conduit Exemptions 0 4 4 0 4 4 0 4 4 0
[i‘:ivsi:;fcfemal Inspections And 0 125 125 0 125 125 0| 125 125 0
Preliminary Permits 29 205 200 34 205 200 39 205 200 44
Rehearings 10 27 0 37 50 50 37 50 50 37
Complaints 0 2 2 0 1 1 0 1 1 0
Dispute Resolution Services 0 0 0 0 2 2 0 2 2 0
Dam Safety and Inspections P R C P R C P R C P
Operational Inspections 1,166 1,400 1,400 1,166 1,400 1,400 1,166 1,400 1,400 1,166
Prelicense Inspections 2 5 5 2 5 5 2 5 5 2
Construction Inspections 107 150 150 107 150 150 107 150 150 107
Exemption Inspections 175 280 280 175 280 280 175 280 280 175
Special Inspections 45 125 125 45 125 125 45 125 125 45
Engineering Evaluation & Studies 989 600 600 989 600 600 989 | 600 600 989
Part 12 Reviews 118 225 225 118 225 225 118 225 225 118
Dam Safety Reviews 7 36 36 7 36 36 7 36 36 7
&fﬁi‘? Action Plan Tests — 41 55 55 41 55 55 41| 55 55 41
Eﬁf%eo‘gy Action Plan Tests — 5 55 55 5 55 55 50 55 55 5
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iiti(;(l)ss FY 2009 Actuals FY 2010 Estimate FY 2011 Projection
Rates and Tariffs P R C P R C P R C P
gj;f:igiscates & Rate 98 81 81 98 | 140 | 145 93| 140 | 145 | 88
Market-Based Rates 1,179 | 1912 | 2,396 6951 2,020 | 2,100 615 | 2020 | 2,100 535
(gliift‘;t;ReSOh“ion Services 9 17 18 8 22 18 12| 22 21 13
Reheatings (Electtic) 308 386 300 394 350 350 394 | 350 350 394
Complaints (Electric) 12 62 48 26 50 55 21 50 55 16
Declaratory Otrders (Electric) 15 21 23 13 25 30 8 25 30 3
Remands (Electric) 15 14 18 11 5 5 11 5 5 11
Negotiated Rates 55 391 410 36 400 400 36 400 400 36
Cost-Based Rates 1163 | 3,774 | 3,935 1002 [ 4,120 | 3,935 1187 | 3320 3,770 737
Dispute Resolution Services (Gas) 1 1 2 0 8 5 3 10 9 4
Reheatings (Gas) 28 47 32 43 45 70 18 40 50 8
Complaints (Gas) 3 3 2 4 3 3 4 2 3 3
Declaratory Orders (Gas) 0 2 2 0 1 1 0 1 1 0
Remands (Gas) 2 1 0 3 2 2 3 1 2 2
RTO, ISO, & Transco Filings 41 456 488 9 450 450 9 450 450 9
Dispute Resolution Services (Oil) 1 2 1 2 3 2 3 2 3 2
Rehearings (Oil) 61 50 43 68 50 97 21 40 50 11
Complaints (Oil) 4 23 8 19 20 25 14 15 20 9
Declaratory Otrders (Oil) 2 0 1 1 2 2 1 2 3 0
Remands (Oil) 0 0 0 0 2 2 0 1 1 0
Corporate Applications P R C P R C P R C P
Interlocking Positions 162 788 853 97 745 760 82 745 760 67
Mergers 22 119 130 11 140 140 11 140 140 11
gffgg:g:iggmaﬂ Power 21| 1,005 | 1000 26 | 1220 1,225 21 | 1220 | 1,220 21
Dispute Resolution Services 0 0 0 0 0 0 0 1 1 0
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iiti(;?ss FY 2009 Actuals FY 2010 Estimate FY 2011 Projection
Electric Grid Reliability P R C P R C P R C P
Reliability Standatrds 19 33 32 20 12 27 5 10 11 4
ii;?gfjﬁggm/ Erratas of Reliabil- 23| 2162 | 165| 2020 102| 2075 a7 125 | 10 71
Reliability Filings by ERO/RE 49 19 18 50 38 31 57 35 32 60
Standards Compliance Audits 1 16 15 2 30 30 2 18 18 2
Notices of Penalty-Violations 0 262 245 171 1,869 | 1,811 75 | 1600 1,560 115
Legal Matters P R C P R C P R C P
Cases Set for Hearing 76 66 79 63 75 75 63 75 75 63
Settlement Judge Proceedings 34 48 58 24 60 60 24 60 60 24
Appellate Review 155 125 130 150 125 130 145 125 130 140
Audits 28 20 33 15 134 139 10 50 50 10
Accounting 4 208 206 6 220 211 15 230 215 30
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APPENDIX C

Guiding

Five principles guide the
Commission as it exercises
its jurisdiction under its
governing statutes.
Whether the Commission is
adjudicating a rate filing,
ruling on an application, or
developing a new policy, it
strives to meet these princi-
ples, ensuring that each of
its actions is consistent with
the public interest.

Organizational Excellence.

Above all, the Commission strives to use its resources effi-
ciently 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 ex-
perienced staff. The Commission also makes efficient use
of information technology to receive filings, produce re-
ports and orders, and maintain data repositories. The Com-
mission tracks the activities of its staff to ensure that they
are directed at meeting the Commission’s strategic goals
and objectives.

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 Com-
mission also encourages the use of ADR procedures, which
provide for more informal public participation in resolution
of a proceeding. The Commission often holds public con-
ferences at which it receives input from members of the
public on controversial issues of national importance. Fi-
nally, many of the Commission’s major decisions are dis-
cussed 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 ap-
plied consistently, investors may be unwilling to bear the
risks associated with investing in critical energy infrastruc-

Principles

ture. 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
prevent the exercise of market power and market abuse, to
provide a more stable marketplace, and create an environ-
ment that will attract needed investment capital.

Stakeholder Involvement.

The Commission conducts regular outreach to ensure that
interested persons have an appropriate opportunity to con-
tribute to the performance of the Commission’s responsi-
bilities. The Commission also organizes technical confer-
ences and workshops designed to explain and explore issues
related to the development and implementation of its poli-
cies. When processing hydropower and gas facility applica-
tions, the Commission conducts an extensive collaborative
pre-filing process, during which it receives input from a
multitude of stakeholders including citizen groups, environ-
mental organizations, tribal interests, and local, state and
federal resource agencies. The Commission has adopted a
similar pre-filing process for resolution of transmission sit-
ing applications.

Timeliness.

The Commission’s goal is to reach an appropriate resolu-
tion 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 import
terminals, gas storage facilities, and interstate natural gas
pipelines. It has done so without compromising its envi-
ronmental protection and public participation responsibili-
ties. 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 applica-
tions.
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Acronyms and Abbreviations

APPENDIX D

Acronyms and Abbreviations

ADR alternative dispute resolution

CAISO California Independent System Operator

CIP Critical Infrastructure Protection

DOE U.S. Department of Energy

DOT U.S. Department of Transportation

DRS dispute resolution service

EAP Emergency Action Plan

EBB electronic bulletin board

EISA Energy Independence and Security Act of 2007
EPAct 2005 Energy Policy Act of 2005

ERO Electric Reliability Organization

lé]jiiﬁos;gf Federal Energy Regulatory Commission

FPA Federal Power Act

FPC Federal Power Commission

FTE Full-time equivalent

FY fiscal year

1SO independent system operator

kV kilovolt

LNG liquefied natural gas

Midwest ISO Midwest Independent Transmission Operator, Inc.
MW megawatt

NAESB North American Energy Standards Board
NEPA National Environmental Policy Act

NGA Natural Gas Act of 1938

NIST National Institute of Standards and Technology
PIM PJM Interconnection, LL.C

Reclamation U.S. Department of Interior-Bureau of Reclamation
RIDM Risk-informed decision making

RTO regional transmission organization

SPP Southwest Power Pool, Inc.
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