NRG Energy, Inc.
211 Camegie Center
Princeton, NJ 08540

NRG

Phone: 609.524.4601
Fax: 6009.524.4589

March 11, 2010

Mark J. Langer Clerk
United States Court of Appeals

For the District of Columbia Circuit
E. Barrett Prettyman U.S. Courthouse
333 Constitution Avenue NW
Washington, DC 20001-2866

Re: NRG Power Marketing LLC and Louisiana Generating LLC v. Federal Energy
Regulatory Commission, Case No. 10-

Dear Mr. Langer:

Pursuant to Section 313(b) of the Federal Power Act, 16 U.S.C. § 8251(b) (2000), and Rule 15 of
the Federal Rules of Appellate Procedure, NRG Power Marketing LLC and Louisiana
Generating LLC hereby submit an original and four (4) copies of a Petition for Review of orders
issued by the Federal Energy Regulatory Commission.

In addition, enclosed is Check No. 66111 in the amount of $450.00.
Copies of this filing have been served on the parties‘ to the underlying agency proceeding.

Please do not hesitate to contact me at the number above if you have any questioris concerning
this filing. -

Respectfully suBmitted,

%@Hara

Assistant General Counsel - Regulatory and Regulatory Compliance Officer
NRG Energy, Inc.
District of Columbia Bar No. 452386



- IN THE :
UNITED STATES COURT OF APPEALS
FOR THE DISTRICT OF COLUMBIA CIRCUIT

NRG Power Marketing LLC and )
Louisiana Generating LLC, )
Petitioners, %
v. ; Case No. 10-
Federal Energy Regulatory Commission, ;
Respondent. ;
PETITION FOR REVIEW

Pursuant to section 313(b) of the Federal Power Act (‘fFPA”), 16 US.C. §
8251(b) (2008), Rule 15 of the Federal Rules of Appellate Procedure (“FRAP”),
and 28 U.S.C §§ 2342-2344, NRG Power Marketing LLC and Louisiana
Generating LLC (collectively the “NRG Companies”),; hereby submit this petition
for review of the following orders issued by the Federal Energy Regulatory
Commission (“FERC”), copies of which are attached hereto as Exhibit A:

1. Modification of Interchange and Transmission Loading Relief

Reliability Standards; and Electric Reliability Organization

Interpretation of Specific Requirements of Four Reliability Standards,
Order No. 713, 124 FERC § 61,071 (July 21, 2008);

2. Modification of Interchange and Transmission Loading Relief
Reliability Standards; and FElectric Reliability Organization
Interpretation of Specific Requirements of Four Reliability Standards,
Order No. 713-A, Final Rule, 126 FERC ¥ 61,252 (March 19, 2009);
and



3. Modification of Interchange and Transmission Loading Relief
Reliability  Standards; and Electric Reliability Organization
Interpretation of Specific Requirements of Four Reliability Standards,
Order No. 713-B, Order Denying Request for Rehearing and
Clarification, 130 FERC 4 61,032 (January 21, 2010).

Respondent issued these two Orders in Docket No. RM08-7-000, et al.

These orders involve FERC’s approval of “Transmission Load Relief,” or
TLR, reliability standards submitted by the North American Electric Reliability
Corporation, pursuant to section 215 of the FPA. The TLR standards accepted by
FERC codify procedures for curtailing electricity contracts at times when available
transmission capacity is less than the demand to send power across the line.
- Curtailing excess flows of power is necessary to preserve reliability, but can have
an adverse econornic impact on the parties whose transactions are cut. FERC
approved the standards over objections from the NRG Companies and others that:
(1) FERC adopted the reliability standard without adequately considering its
effec‘;s on competition; as required by FPA section 215; and (2) the standards
violated the curtailment priorities established by prior FERC orders.

The NRG Companies are both “public ﬁtiiities” as defined by section 201(e)
of the FPA, 16 U.S.C. § 824(e) and are subject to thel.mandatory reliability rules
adopted by FERC under FPA § 215. As such, the NRG Companies are subject to

FERC’s jurisdiction and aggrieved by certain of FERC’s rulings in the above-

referenced orders. Both of the NRG Companies sought rehearing of the



proceeding below. This Court has jurisdiction pursuant to 16 U.S.C. § 825/(b) and

venue in this Court is proper pursuant to 28 U.S.C. § 2343.

In compliance with Rule 26.1 of the Federal Rules of Appellate Procedure,

the NRG Companies are submitting their “Corporate Disclosure Statement”

contemporaneously with this Petition for Review. Pursuant to Fed. R. App. P.

15(c), a copy of the Petition is enclosed to be served upon the Respondent, Robert

H. Solomon, FERC Solicitor, 888 First Street, NE, Room 91-01, Washington, DC

20426. Pursuant to 18 C.F.R. § 385.2012 (2009) and 28 U.S.C. § 2112(a) (2006),

the NRG Companies will deliver a date-stamped copy of this Petition to FERC.

Abraham H. Silverman

Senior Counsel — Regulatory

NRG Energy, Inc.

211 Carnegie Center Drive
Princeton, NJ 08540

(609) 524-4696 (telephone)

(609) 524-4589 (facsimile)
abraham.silverman@nrgenergy.com

Dated: March 11,2010

Respectfully submitted,
THE NRG COMPANIES

Christopher C. O’Hara
Asst. General Counsel — Regulatory
NRG Energy, Inc.
211 Carnegie Center Drive
Princeton, NJ 08540
(609) 524-4601 (telephone)
(609) 524-4589 (facsimile)
chris.ohara@nrgenergy.com
District of Columbia Bar No. 452386




IN THE
UNITED STATES COURT OF APPEALS
FOR THE DISTRICT OF COLUMBIA CIRCUIT

NRG Power Marketing LLC and )
Louisiana Generating LLC, )
Petitioners, ;
v. ; Case No. 10-
Federal Energy Regulatory Commission, ;
Respondent. ;
DISCLOSURE STATEMENT

Pursuant to Rule 26.1 of the Federal Rules of Appellate Procedure and Rule
26.1 of the Circuit Rules of the United States Court of Appeals for the District of
Columbia Circuit, NRG Power Marketing LLC and Louisiana Generating LLC
(collectively, the “NRG Companies”) submit the following disclosure statement:

NRG Power Marketing LLC is a Delaware corporation with its principal
office in Princeton, New Jersey, that engages in wholesale sales for capacity,
energy, and ancilléry services in interstate markets. Louisiana Generating LL.C
owns and operates power generation facilities in Louisiana, and engages in energy
transactions throughout the region.

The NRG Companies are each a subsidiary of NRG Energy, Inc. (“NRG”), a

publicly held corporation (NYSE: NRG), with its principal place of business



located at 211 Carnegie Center, Princeton, New Jersey 08540. At this time, only

NRG Energy, Inc. has issued shares to the public. Neither of the NRG Companies

have issued shares to the public. On January 7, 2010, BlackRock, Inc., a publicly

held company, informed the Securities and Exchange Commission that it indirectly

exercises voting rights with respect to 10% or more of the securities of NRG

Energy, Inc. through its investment management subsidiaries. BlackRock, Inc. isa

fiduciary investment management company.’ BlackRock, Inc. later indicated that

its schedule 13G filing may have been premature. No other publicly held company

has a 10% or greater ownership interest in NRG or the NRG Companies.

Abraham H. Silverman

Senior Counsel — Regulatory

NRG Energy, Inc.

211 Carnegie Center Drive
Princeton, NJ 08540

(609) 524-4696 (telephone)

(609) 524-4589 (facsimile)
abraham.silverman(@nrgenergy.com

Dated: March 11, 2010

Respectfully submitted,
THE NRG COMPANIES

IHLDY—

A 4

Christopher C. O’Hara
Asst. General Counsel — Regulatory
NRG Energy, Inc.

211 Carnegie Center Drive

Princeton, NJ 08540

(609) 524-4601 (telephone)

(609) 524-4589 (facsimile)
chris.ohara@nrgenergy.com
District of Columbia Bar No. 452386

P A copy of BlackRock, Inc.’s Schedule 13G filing is attached hereto as Exhibit B.



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing documents on the
Solicitor of the Federal Energy Regulatory Commission by overnight delivery and
by electronic mail on each party to the proceeding below (as set forth in the

attached list).

Dated at Princeton, New Jersey this 11™ day of March, 2010.

Kby, Tl
Kaghryn B@Wag - L




Party Primary Person or Counsel Other Contact to be Served
of Record to be Served
Alcoa Inc. Max Laun, Senior Counsel
Alcoa Inc.
201 Isabella Street
Pittsburgh, PA 15212-5858
AlcoaFERCService@alcoa.com
Constellation Joseph Donovan, Senior Counsel Carl F Coscia, Vice President
Energy Constellation Energy Resources, LLC | 111 Market Place, Suite 500
Commodities 111 Market Place, Suite 500C Baltimore, MD 21202
Group, Inc. Baltimore, MD 21202 Carl.Coscia@Constellation.com
Joseph.Donovan@Constellation.com
Independent David Short, Sr Regulatory Analyst
Electricity Independent Electricity Market
System Operator | Operator of Ontario
of Ontario Station A
Box 4474
Toronto, ONTARIO M5W 4E5
CANADA
david.short{@ieso.ca
International Ellen Young Emmanuel B. Odunlami, ESQ
Transmission Stuntz, Davis & Staffier, P.C. Regulatory Attorney
Company 555 Twelfth Street, N.W., Suite 630 | ITC Holdings Corp.
Washington, DC 20004 27175 Energy Way
eyoungl@sdsatty.com Novi, MI 48377
eodunlami@itctransco.com
ISO New England | Theodore Paradise Daniel R. Simon, ESQ, Partner
Inc. Senior Regulatory Counsel Ballard Spahr Andrews & Ingersoll,
ISO New England Inc. LLP
1 Sullivan Rd 601 13th Street NW
Holyoke, MA 01040 Suite 1000 South
tparadise(@iso-ne.com Washington, DC 20005-3807
simond(@ballardspahr.com
ISO New England Jack Semrani
Inc. Ballard Spahr Andrews & Ingersoll,

LLP

601 13th Street NW

Suite 1000 South
Washington, DC 20005
semranij@ballardspahr.com




Party

Primary Person or Counsel
of Record to be Served

Other Contact to be Served

555 Twelfth Street, N.W.,, Suite 630

Washington, DC 20004
evoung(@sdsattv.com

ISO/RTO Steven Pincus
COUNCIL Senior Counsel - Regulatory
(ISO/REGIONAL | PJM Interconnection L.L.C.
TRANS ORG 955 Jefferson Avenue
COUNCIL) Valley Forge Corporate Center
Eagleville, PA 19403
pincus@pim.com
ISO/RTO Craig Glazer Robert V Eckenrod, Counsel
COUNCIL V.P., Federal Gov't Policy PIM Interconnection L.L.C.
(ISO/REGIONAL | PIM Interconnection L.L.C. 955 Jefferson Avenue
TRANS ORG 1200 G Street, N.W., Suite 600 Valley Forge Corporate Center
| COUNCIL) Washington, DC 20005 Norristown, PA 19403
glazec@pjm.com eckenr@pim.com
ISO/RTO Steve Kozey, Esq
COUNCIL 701 City Center
(ISO/REGIONAL | Carmel, IN 46032
TRANS ORG skozey@midwestiso.org
COUNCIL)
ISO/RTO Theodore Paradise
COUNCIL Senior Regulatory Counsel
(ISO/REGIONAL | ISO New England Inc.
TRANS ORG 1 Sullivan Rd
COUNCIL) Holyoke, MA 01040
tparadise@iso-ne.com
ISO/RTO Anthony Ivancovich
COUNCIL Assistant General Counsel
(ISO/REGIONAL | California Independent System Oper.
TRANS ORG Corp
COUNCIL) 151 Blue Ravine Rd
Folsom, CA 95630
aivancovich@caiso.com
ISO/RTO Michael Grable
COUNCIL Assistant General Counsel
(ISO/REGIONAL | 7620 Metro Center Dr
TRANS ORG Austin, TX 78744
COUNCIL) mgrable@ercot.com
ITC Midwest Ellen Young :
LLC Stuntz, Davis & Staffier, P.C.




Party

Primary Person or Counsel
of Record to be Served

Other Contact to be Served

Lafayette Utilities | Lisa Dowden Robert C. McDiarmid
System Spiegel & McDiarmid LLP Spiegel & McDiarmid LLP
1333 New Hampshire Ave., NW 1333 New Hampshire Ave., N.W.
Washington, DC 20036 Washington, DC 20036
Lisa.Dowden@spiegelmed.com robert. mediarmid@spiegelmed.com
Lafayette Utilities E Service
System Spiegel & McDiarmid LLP
1333 New Hampshire Ave., NW
Washington, DC 20036
eService@spiegelmed.com
Lafayette Utilities | Lisa Dowden Robert C. McDiarmid
System, et al Spiegel & McDiarmid LLP Spiegel & McDiarmid LLP
1333 New Hampshire Ave., NW 1333 New Hampshire Ave., N.W.
Washington, DC 20036 Washington, DC 20036

Lisa.Dowden@spiegelmed.com

robert.mcdiarmid@spiegelmed.com

Lafayette Utilities
System, et al

E Service

Spiegel & McDiarmid LLP

1333 New Hampshire Ave., NW
Washington, DC 20036
eService@spiegelmed.com

Louisiana Energy | Lisa Dowden Robert C. McDiarmid
and Power Spiegel & McDiarmid LLP Spiegel & McDiarmid LLP
Authority 1333 New Hampshire Ave., NW 1333 New Hampshire Ave., N.W.
Washington, DC 20036 Washington, DC 20036
Lisa.Dowden@spiegelmed.com robert.mcdiarmid(@spiegelmed.com
Louisiana Energy E Service
and Power Spiegel & McDiarmid LLP
Authority 1333 New Hampshire Ave., NW
Washington, DC 20036
eService@spiegelmed.com
Michigan Electric | Ellen Young
Transmission Stuntz, Davis & Staffier, P.C.
Company, LLC 555 Twelfth Street, N.W., Suite 630
Washington, DC 20004
eyoung(@sdsatty.com
M-S-R Public Lisa Gast Maxine Ray Chatman
Power Agency Attorney Legal Secretary
Duncan, Weinberg, Genzer & Indivdual
Pembroke PC 1615 M Street, NW
1615 M Street Suite 800
Suite 800 Washington, DC 20036

Washington, DC 20036
Isg@dwep.com

mre@dwgp.com




Party

Primary Person or Counsel
of Record to be Served

Other Contact to be Served

M-S-R Public
Power Agency

Peter Scanlon

Duncan, Weinberg, Genzer &
Pembroke PC

1615 M Street, Suite 800
Washington, DC 20036
pis@dwep.com

Martin R Hopper

General Manager

M-S-R Public Power Agency

PO Box 4060

Modesto, CA 95352-4060
msr.general. manager{@gmail.com

M-S-R Public
Power Agency

Joshua Adrian

1615 M. Street, NW, Suite 800
Washington, DC 20036
jea@dwep.com

North American
Electric
Reliability Corp

Rebecca Michael

Assistant General Counsel

North American Electric Reliability
Corp

1120 G Street NW, Suite 990
Washington, DC 20005-3801
rebecca.michael@unerc.net

North American
Electric
Reliability Corp

David Cook

VP-General Counsel

North American Electric Reliability
Corp

116-390 Village Blvd.

Princeton, NEW JERSEY 08540
david.cook@nerc.net

NRG Companies

Patricia Alexander

Advisor

Dickstein Shapiro LLP

1825 Eye Street NW

Washington, DC 20006-5403
alexanderp(@dicksteinshapiro.com

Abraham Silverman

Sr. Counsel - Regulatory

NRG Energy, Inc.

211 Carnegie Center Drive
Princeton, NEW JERSEY 08540
abe.silverman{@nrgenergy.com

NRG Companies

Michael Rustum

Dickstein Shapiro LLP

1825 Eye Street NW
Washington, DC 20006-5403
rustummi@dicksteinshapiro.com

Southern
Company

David McPhail
Attorney

Southern Company
1710 Sixth Ave. N
Birmingham, AL 35203
dmephail@balch.com

Andrew W, Tunnell

Mr.

Balch & Bingham LLP
1710 Sixth Avenue North
Birmingham, AL 35203
atunnell@balch.com




Party Primary Person or Counsel Other Contact to be Served
of Record to be Served
Southern John E Lucas
Company Manager
PO Box 2625
Birmingham, AL 35202-2625
jelucas@southernco.com
Southern Kevin McNamee
Company Balch & Bingham LLP
Services, Inc. 1710 Sixth Avenue North

Birmingham, AL 35203
kmcnamee@balch.com




EXHIBIT A
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UNITED STATESOF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION
18 CFRPart40
(DocketNo. RM08-7-000; OrderNo. 713)
Modificationof InterchangeandTransnissionLoading Relief Reliability Standards;and
Electric Reliability Organizatia Interpretitionof Specfic Requiremergof Four
Reliability Standard
(Issted July 21,2008)
AGENCY: Federd EnergyRegulatoryCommisson.
ACTION: FinalRule
SUMMARY:: Pursuanto sedion 2150f the Federh Power Act, the FederaEnergy
Regulatory Commission(Commission)approvesfive of six modfied Reliability
Standads submittel to the Commissionfor appioval by the North AmericanElectic
Reliability Corpordion (NERC). The CommissiondirectsNERCto submit afiling that
providesan explanationregardingoneaspecbf the sixth modified Reliability Standad
submitedby NERC. The Commissionalso approvesNERC's proposednterpretations

of five specificrequirementof Commisson-approvedReliability Standads

EFFECTIVE DATE: Thisrule will becomeeffective [30 days after publication in the

FEDERAL REGISTER]

FOR FURTHERINFORMATION CONTACT:

PatrickHarwood (Technical Information
Office of Electric Reliability

Feceral Energy RegulatoryCommission
888First Street, NE

Washington, DC 20426



20080721- 3054 FERC PDF (Unofficial) 07/21/2008

DocketNo. RM08-7-000

(202)502-6125
patrick.harwood@ferc.gov

ChrisbpherDaignault(Legal Information)
Office of the GeneralCounl|

Feckral Energy RegulatoryCommission
888First Street, NE

Washington, DC 20426

(202)502-8286
christopherdagnault@ferc.gov

SUPPLEMENTARY INFORMAT ION:
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UNITED STATESOF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Modificationof InterchangeandTransnissionLoading  DocketNo. RMO08-7-000
Relief Reliability Standards, and ElectricReliability
Organizationinterpretaton of Specific Requremens of
Fou Reliability Standads
ORDERNO. 713
FINAL RULE

TABLE OF CONTENTS
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UNITED STATESOF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

BeforeCommissioners:JosephT. Kelliher, Chairman;
Suedeerts. Kelly, Marc Spitzer,
Philip D. Moéeller, and Jon Wellinghoff.
Modificationof InterchangendTransnissionLoading  DocketNo. RMO08-7-000
Relief Reliability Standards, and ElectricReliability
Organizationinterpretaton of Specific Requremens of
Fou Reliability Standads
ORDERNO. 713
FINAL RULE
(IsstedJuly 21,2008)
1. Pursuanto section215of the FederaPowerAct (FPA),* the Commission
approvedive of six modified Reliability Standardsubmitedto the Commissionfor
reviewby the North AmericanElectric Reliakility Corporaion (NERC). Thefive
Reliability Standads pertainto interchangescheduing andcoordination The
Commsson directsNERCto submit afil ing thatprovidesan explandion regardingone
aspecbf the sixth modified Reliability Standadl submttedby NERC, which pertainsto
trarsmissionloading relief (TLR) procedures.The Final Ruleaso approves

interpretationsof five specificrequirementsof CommesiorappovedReliability

Standads.

116U.S.C.8240(2006).
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DocketNo. RM08-7-000 2
l. Background

A. EPAct 2005 and Mandatory Reliability Standards

2. Sedion 2150f the FPA requiresa Conmission-cerifi ed Electic Rdiability
Organization(ERO)to proposeReliability Standard$or the Comnission’'s review. Once
approvedoy the Commnission the Reliabiity Standardsmaybeenforcedby the ERO,
subjectto Commissionoversight, or by the Commissionindepenlently?

3. Pursuanto section215 of the FPA, the Conmissionestblishal a processto select
andcettify anERO?® and, subseqantly, cerified NERC asthe ERO? On April 4, 20086,
asmodified on August 28, 2006, NERC sulmitted to the Commis$on a petition sesking
approvalof 107 proposedReliability Standagls. On March16,2007,the Commisson
issteda Final Rule, Orda No. 693,appraring 83 of thesel07 Reliabili ty Standardsand

directing otheraction relatedto theseReliability Standads> In addiion, pursuanto

2 SeeFPA 215(€)@), 16 U.S.C.8240(e]3) (2006).

3 RulesConcerningCertification of the Electric Reliability Organizaton; and
Proceduresor the EstablishmentApproval andEnforcemet of Eledric Reliahility
Standads, OrderNo. 672,FERCStds. & Regs.{31,204 orderonrehq, Order
No.672-A, FERC Stats.& Regs 131,212(2006).

* North AmericanElectric Reliability Corp., 116 FERC 1 61,062(ERO
Certificaion Ordel), orderonrehg & compiance 117 FERCY 61,126(ERO Rehearing
Order) (2006) appealddockded subnom Alcoa,Inc.v. FERC No. 06-1426(D.C. Cir.
Dec.29,2006)

> Mandabry Reliability Standards for the Bulk-Power Sysem OrderNo. 693,
FERCStats.& Regs.y 31,242 orderonreh’g, OrderNo. 693A, 120FERCY 61,053
(2007).
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section215(d)6) of the FPA, the Commison directedNERCto developmodfications

to 56 of the 83 approvedReliability Standatls

4. In April 2007,the Commissionapprovedielegaton agreementbetweenNERC
andeachof the eight RegionalEntities including the Western Electiicity Coordinding
Council(WECC)® Pursuanto suchagreementghe ERO delegaed reponsbility to the
Regonal Entitiesto cary out compliancemonitoring andenforcemenof the mandéory,
Commsson-approved Reliability Standrds In addtion, the Commisson approvedas
partof eachdelegatioragreement a Regonal Entity procesdor devebpingregional
Reliability Standads

5. NERC's Rulesof Procelure providethata persornthatis “direcly andmaterially
affected”by Bulk-PowerSystenreliability mayrequesaninterpreation of a Reliability
Standad.” TheERO’s“standardrocessnanagerwill assembk ateamwith relevant
expertseto addressthe clarificationandalsoform a ballot pool. NERC’s Rulesprovide
that, within 45 days,theteamwill draftaninterpreation of the Reliability Standard,with

subsequerballoting. If approvedby ballot, the interpreationis appendedo the

® SeeNorth American Electric Reliability Corp., 119FERC 1 61,060,0rderon
reh’g, 120FERC 1 61,260(2007).

" NERCRulesof Procedure Appendix3A (Reliability Standagds Devebpment
Procedure)at 26-27.
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Reliability Standad andfiled with theapplicableregulatory authority for regultory

approval®

B. NERC Filings

6. As explaned in the Notice of Propogd Rulemakng (NOPR)? this ruleméing
proceedingonsolidatesindaddresses threeNERCHili ngs.

7. On December19,2007,NERC sulmittedfor Commisson approvalfive
interpretationsof requirementsn four Conmission-approvedReliability Standards:
BAL-001-0 (Red PowerBalancingCortrol Paformance)RequiremenR1; BAL-003-0
(FrequencyRespons andBias), Requirement R3; BAL-005-0 (Automatc Generéion
Contro), RequiremenR17;andVAR-0021 (Gener&or Opemtion for Maintaining
Network VoltageScheduls), RequiremergR1andR2X° OnApril 15,2008, NERC

submited a petition to withdrawthe earlier request for appioval of NERC’sinterpretation

® We notethatthe NERCboad of trusteesappovedtheinterpreatiors of
Reliability Standads submittedoy NERCfor approvalin this proceeding.However,
Appendix3A of NERC’sRulesof Procedireis silenton NERCboardof trusees
approal of interpretdionsbefore theyarefiled with theregubtoryauthorty. The
Commsson is concernedha NERC's Rulesof Proceduredo not propely reflectthis
approvalstep.

® Modification of InterchangendTransnisson Loading Relief Reliability
Standads; andElectric Reliability Organizaton Interprdation of SpecificRequireanents
of FourReliability Standirds Notice of ProposedRulemaking,73 FR 22,856(Apr. 28,
2008), FERCStats.& Regs 132,632(2008) (NOPR).

%n its filing, NERCidentifiesthe Reliability Standatistogetherwith NERC's
proposednterpraationsasBAL -001-0a,BAL-0030a,BAL-005-0a,and VAR-002-1a.
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of BAL-003-0, RequiremenR17, andinsiadto approvea secondnterprettion of

Requirement R17 submittedoy NERC in the April 15filing.

8. On December21,2007,NERC sulmittedfor Commisson approvalmodifications
to Reliablity StandardIRO-006-4 (Reliability Coordnation— Transmsson Loadng
Relief) that appliesto balancingauthorities, reliability coordnators,andtransmssion
operabrs. According to NERC, the modifications“extract” from the Reliability Standad
the businesgoracticesandcommecial requirmentdrom the current IRO-006-3
Reliability Standad. Thebusinesgracticesandcommercialrequiremerg havebeen
transferredto a North AmericanEnergyStandardsBoard(NAESB) busnesspractices
document. The NAESB busines practicesandcommergal requrementshavebeen
includedin Version001 of the NAESB Wholesa¢ Electic Quadant(WEQ) Stardards
which NAESBfiled with the Commisionon the sameday, December21, 2007
Further the modified Rdiability Standard indudes changeglireciedby the Commission
in OrderNo. 693relatedto the appropriatenessf usingthe TLR procedureto mitigate
violationsof interconnectiorreliability opeatinglimits (IROL).*

9. On December26,2007,NERC sulmittedfor Commisson approvalmodifications

to five Reliability Standardgrom the “InterchangeScheduhg” (INT) group of

1 NAESB December21, 2007 Filing, DocketNo. RM05-5-005.

2 An IROL is a systemoperatinglimit that, if violated, could leadto instability,
uncontplled sepaation,or caadingoutagesthatadversey impactthe reliability of the
Bulk-Powe System
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Reliability Standads INT-001-3 (Interchang Informaion); INT-004-2 (Dynamic

InterchangeTransactiorModifications);INT-005-2 (Interchange Authority Distributes
Arrangedinterchange)INT-006-2 (Respmseto InterchangeAuthority); andINT-008-2
(Interchange&\uthority DistributesStatus). NERC stated thatthe modifi caionsto
INT-001-3 andINT-004-2 eliminatewaiversrequestdin 2002underthe voluntary
Reliability Standadsregimefor entitiesin the WECCregion. Accordng to NERC,
modificationsto INT-005-2, INT-006-2, andINT-008-2 adjustreliability assessmertme
framesfor proposedransactionsvithin WECC™

10. EachReliability Standardha the ERO proposé to interpretor modify in this
proceedingvasapprovedyy the Commissionn OrderNo. 693.

C. Notice of Proposed Rulemaking

11. OnApril 21,2008,the Commisionissueda NOPRthatpropo®dto approve the
six modified Religbility Standardsubmitedto the Commission for appiovalby NERC
andto appove NERC’spropo®dinterpreationsof five specfic requrementsof
Commessgon-approved Reliability Stanérds On May 16,2008,the Commissbn
supplenentecthe NOPR™ proposng to approveNERCs modified interpretaton of

Reliability Standad BAL-005-0, RequiremehR17.

3 The Reliability Standardsindinterpretatbonsaddresse in this Final Rule
are availabde onthe Commisson’s eLibrary document retrieval sysemin Docket
No. RM08-7-000and alsoon NERC'’s webste, http//www.nerc.com

14 Modifi cation of Interchangeand Transmissin LoadingRdief Reliabiity
Standads; andElectric Reliability Organizatbn Interpragation of SpecificRequirenents
(continued)
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12. Inresponsdothe NOPR commens were fil ed by the following eight interested

persons:Alcoalnc. (Alcoa); IndependenElecticity SystemOperatorof Ontario (IESO);
ISO/RTO Council, InternationalTransnisson CompanyMichigan Electiic
TransmssionCompany,LLC andMidweg LLC (collectively, ITC); Lafayete Utiliti es
andthe LouisianaEnagy andPowerAuthority (Lafayete andLEPA); NERC, NRG
Conpanes;” andSouthen CompanyServies,Inc. (Southen).

[I.  Discussion

A. NERC'’s December 19, 2007 Filing: |nterpretations of Reliability
Standards

13. As mentionedabove NERC submittedfor Commission approvalinterpreationsof
five specificrequirementsn four CommissionapprovedReliability Standards.

1. BAL -001-0 — Real Power Balancing Control Performance and BAL -
003-0 — Frequency Response and Bias

14. Thepurposeof Reliability Standad BAL-001-0 is to main@ininterconnection
stealy-stae frequency within defined limits by bdancing realpower demandand supply

in real-time® It usestwo avemges coveringthe one minute andten-minute areacontol

of FourReliability StandardsSupplemersl Notice of ProposedRulemaking 73 FR
30,326(May 27,2008), FERC Stds. & Regs.132,635(2008)(SupplementaNOPR).

> NRG Companiesncludes LouisanaGeneréing LLC, BayouCovePeaking
Power LLC, Big Cajunl PeakingPowerLLC, NRG SterlingtonPowerLLC, andNRG
Power Marketing, LLC.

1® SeeReliability StandardBAL-001-0. Each Reliability Standad developedby
the ERO includes a“Purpose’statement.
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error (ACE) peaformance(CPS1andCPS2 respedwely), as measure$or deermining

compliancewith its four Requirements.Requiremat R1 of BAL-001-0 obligates ead
balancingauthoity, onarolling twelve-mont basg, to maintain its clock-minute
average®f ACE, modifiedby its frequencybiasandtheinterconnecton frequency,
within a speific limit basdon historicperformance”’

15. Thepurposeof Reliability Standad BAL-003-0 is to ensurethata balancing
authoity’s frequencybiassettingis accuately calcultedto matchits acual frequency
response Frequency biasmay be calculaedin anumberof waysprovidedthatthe
frequencybiasis ascloseas practical to thefrequeng response RequrementR3 of
BAL -003-0 requires eachbalancingauthority to opeaateits autanaic generabn contol
on*“tie line frequencybias” unlesssuchoperationis adversdo systeminterconrection

reliability.™®

7 Frequencybiasis anappoximation,expresgdin megawas per0.1 Hertz, of
the frequeny responsef a balancingauthority areawhich estimateshenetchangein
power from the generatorsha is expecedto occurwith achangen interconnection
frequencyfrom the scheduledrequency(whichis normally60 Hertz).

18 Automatic generationcontrol refersto anautoratic processvherebya
balancingauthoity’s mix andoutputof its generatbn anddemaneside managemerns
variedto offsetthe extentof supplyanddemanl imbalanceseflectedin its ACE. North
AmericanElectric Rdiability Corporatiom, 121 FERCY61,179,atP 19n.14(2007).
“Tie line frequeny bias' is defined in the NERC Glossaryof TermsUsedin Reliability
Standadsas“[a] modeof AutomaticGenerabn Contol thatallows the Balancing
Authority to 1.) maintainits InterdhangeScheduk and2.) resporl to Interconnection
frequencyerror.”




20080721- 3054 FERC PDF (Unofficial) 07/21/2008

DocketNo. RM08-7-000 9
a. Proposed I nter pr etation

16. InitsDeceemberl9, 2007filing, NERC explainedthat WECCrequestedhe ERO
to provideaformd interpretationwhetherthe useof WECC’sexisting aubmatictime
error correction factor thatis appliedto the netinterchangeportion of the ACE equdion
violatesRequiement R1 of BAL-001-0 or RequirementR3 of BAL-003-0.

17. Inresponsethe ERO interpreedof BAL-001-0 Requiremat R1 asfollows

= The[WECCautomatictime errorcorrecton or WATEC] procedural
documentsask BalancingAuthorities to maintain raw ACE for
[control perfomancestandardr CP3 reporing andto controlvia
WATEC-adjustel ACE.

» AslongasBalancingAuthorities useraw (unadjstedfor WATEC)
ACE for CPSreporting purpo®s,theuseof WATEC for control is
notin violation of BAL-001 Requirementl.

The EROinterpraed BAL-003-0 RequiremenR3 asfollows

» Tie-LineFrequencyBiasis oneof thethreefoundatonal control
modesavailable in a BalancingAuthority’s energymanagerant
system. (Theothertwo areflat-tie and flat-frequency.) Many
Balancng Authoritieslayerothercontrol objectiveson top of their
basiccontrolmode,suchasautomatidnadvertentpayback]control
performancestandardpptimization,[and] time control(in single
[balanchg authority]interoonnetions.[ ]

» AslongasTie-Line Frequenc)Biasis the underling control mode
and CPS1is measuredandreportedontheassocatedACE

9 The “flat frequency” controlmodewould increaser decreasegenerain solely
basedntheinterconnectiorfrequency. The“flat tie” modewould increaseor decrease
generabn within a bdancingauthority areadependingsolely on thatbalancng
authoity’s totd interchange.The“tie-line frequencybias” modecombinestheflat
frequencyandflat tie modesand adjuds gereraton basedn the balandng authority’s
netinterchangeandthe interconnection frequency.



20080721- 3054 FERC PDF (Unofficial) 07/21/2008

DocketNo. RM08-7-000 10
equatbn[?’] thereis no violation of BAL-003-0 Requirement3:

ACE = (NIo— Nlg) —10B (Fa = Fg) = Iye
(NERC Decenber 19, 2007Filing, Ex. A-3.)
18. IntheNOPR,the Commissiorpropo®dto approvethe ERO’s formal
interpretatiors of RequiremenR1 of BAL-001-0 andRequiementR3 of BAL-003-0.

b. Comments

19. NERCandIESOsupportthe Commission’s proposl to approvethese
interpretations.

C. Commission Deter mination

20. TheCommissiomapproveshe ERO’s formalinterpretatons of Requirenent

R1of BAL-001-0 andRequiremenR3 of BAL-003-0. The ERO’sinterpretaton of
BAL-001-0, RequrementR1], is rea®nabe in thatit requres all balancng authortiesin
WECC o calculateCPSl1landCPS2asdefinedin the Requremens. Thus,the
interpretationupholds thereliability goalto minimizethe frequencydeviation of the
interconnectiorby constantlybadancingsupplyanddemand.

21. TheERQO s interpretatiorof BAL-003-0, RequrementR3is appopriatebecausét
maintainsthegod of Requirenent R3 by obligating a balaneng authority to operde
automatiogeneationcontrolontie-line frequencybiasas its underlying contol mode

unlessto do sois adverseto systemor interconnetion reliabiity. Further, the

2 «CpPS1”refersto RequiremenR1 of BAL-001-0.
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interpretationfostersthe purpo® of RequiremenR3 asit allowsthata balancirg

authoity may go beyondRequiremenR3 and “layerothercontrd objeciveson top of
their basiccontrol modes suchasautomatianadvetentpayback[control performance
stardard]optimization,[and] time control (in single [balancingauthority]

interconnectiony” %

athoughsuchlayering is notrequiredby the Reliability Standard.
22. Forthereasonsstatedabovethe Commissionfindsthatthe ERO’sinterpretations
of Requrement R1 of BAL-001-0 andRequiremenR3 of BAL-003-0 arejust,
reasonald, notundulydiscriminaory or preferential, andin the public interest.

Accordingly, the Commisionapproves the ERO’s interpretations.

2. Requirement R17 of BAL -005-0 — Automatic Gener ation Control

a. Proposed I nterpretation

23. Requirement R17of Rdiability StandardBAL-005-0 isintendedo annually
checkandcalibratethetime errorandfrequencydevicesunderthe contol of the
balancng authoity thatfeeddatainto automatic generabn control necessar to cdculate
ACE. RequirementR17 mandateshatthe bdancingauthority mustadhereo an annual
calibration programfor time error andfrequencydevices. Therequrementstaestha a
balancingauthoity mustadhee to minimum accugaciesin termsof rangesspedfied in

Hertz,volts,amps.etc.,for variouslisted devices suchasdigital frequencyransduers,

! NERC interpreation of BAL-003-0, RequirementR3.
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voltagetransduces, remoteterminalunit, potental transformersandcumrent

transformers.

24.  OnApril 15,2008, NERC submitedaninterpretaton of RequiremehR17
regardingthetype andlocationof the equipnentto which RequiementR17 apfies
TheinterpretationprovidesthatBAL -005-0, RequrementR17

appliesonly to thetime errorandfrequencydevicesthatprovide,or in the
caseof backup equipmenimayprovide,inputinto thereporing or
compliane ACE equatin or providereaktime time error or frequency
informationto the sydemoperdor. Frequencynputsfrom othersouces
thatarefor reference only areexcluded. Thetime errorandfrequency
measurmentdevicesmaynot necessaily belocaedin the system
operatonscontrol room or ownedby the Balancng Authority; howeverthe
BalancingAuthority hasthe reponsiblity for theaccuracyof thefrequency
andtime error devices....

New or replacenentequipmentthatprovidesthe samefunctionsnoted
aboverequires the samecdibrations. Somedevicesusedfor time errorand
frequeny measuremat cannotbe calibraedassuch. In this casethese
devicesshouldbe cross-checkedganst otherpropety calibrated
equipmentandreplaced if thedevicesdo not meettherequredlevelof
accuacy.
25. In asupplenentalNOPRissuedMay 16,2008 the Commissionpropogdto
approveNERC’sinterpretatiorof BAL-005-0, RequrementR17. In addiion, the
Commsson noteal thattie-line megavatt meteringdat is animportantaspecbf ensuring

the accuratecdculation of ACE, andtheinterpretation limits the specific accuacy

requirenentsof RequirementR17to frequencyandtime error measuementdevices. The

22 As mentonedearlier, in April 2008, NERC submitted a peition seekingto
withdrawaneatier interpretatiorof RequirementR17 andsubstituting a new
interpretationfor Commisson approval.



20080721- 3054 FERC PDF (Unofficial) 07/21/2008

DocketNo. RM08-7-000 13
Commsson askedfor commenton (1) whetlrer theinterpretaion could decreas¢he

accuracyof frequencyandtime error measuementsy not requiting calibration of tie-
line megawatimeteringdevices; (2) whatconditionswould precludethe requirementto
calibrate thesedevices and(3) whetherthe accuacyof thesedevicesis assuredy other
requirenentswithin BAL-005-0 in theabsnceof calibration.

b. Comments

I. Whether interpretation could decr ease accur acy of frequency
and time error measur ements

26. Southern]TC, ISO/RTO Coundl, andNERC claimthattheinterpretaton could
notdecreaetheaccuracyof frequencyandtime error measirements by notrequiring
calibration of tie-line megavatt metering devices becausdie-line metring daais notan
inputto eithertime erroror frequencymeasurmentsandhasno impacton theaccuray
of thesedevices. NERC furthersuggets thatthe Commission may haveintendedo ask
whethertheinterpretdion adverselyaffecs the accuracyof the balancing authority ACE
calculaion. NERC provides thatit does not, becaise calibrationof tie-linemetering
historicaly wasincludedin the guidesectionof NERC Opeiating Policy 1 andwas not
intendedto betranslatednto arequiremat. NERCasserts thatcalibrationof tie-line
metering remans a soundpractice andtherearesafeguardsshecks,andbalancedo
ensuranadvertenflows in theinterconrectionequd zero,thusensuringthaterrorsin
ACE areboundel to protecttheinterconnectns.

27. Asageneal commentonthe proposedinterpretation of RequrementR17,

Souhernsuggeststhatthe meteringspecificatonstable in RequirementR17 maybe
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creatingsame confusionbecaus the NERC committeethatdevelgedthis Reliaklity

Standad intendedto includethe frequency metering specificationsfrom this tablebut
inadvertentlyincludedothermeteringspecficationsthatare not requiredto fulfill
Reaquirement R17. Souhern claimsthatRequiremat R17is intendedto only addess
time eror andfrequencydevices, andthis tablewasaddedn eror andshoutl havebeen
limited to specificationsfor thosedevices.

. What conditions would preclude reqguirement to calibrate
devices

28. NERC,ISO/RTOCouncil,andSouthen claim thatthere are no corditionswhich
would precludetherequiremento calibratetie-line megavatt meering devices. NERC
suggesttha, if thequedion relates to a possible newrequiremento calibrateall tie-line
metering equipmenton agivensdiedile, a newstandarg authorizationrequesshouldbe
submttedthroughthe Rdiability StandardsDevebpmentProcess.NERC believesthat
the industy maynotwantto divertresourcesaway from otha importanttasksunlessa
casecanbe madetha cdibration of thesedevices preseng arisk to reliability. Similarly,
ITC commentgthat,if the Commissiorbelievesit is necessarto annualy calibratethe
tie-line megaw# meering devices suchareaquirementbelongsin BAL-005-0 andnotin
Requirement R17. ISO/RTOCouncilclaimssucharequrementis unnecesary becaise
it is redundantnot nealedfor reliability, andposeghe possgbili ty of financial sanctions
for no goodreason

29. ITC stateghattie-line meterswould be precludedfrom cdibraion requrementsif

they aredigital devicesthatthe equipmentendor hasindicateddo notrequire
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calibraton. Theyclaim thatthere arenofield cdibration procedireswhich canbe

perfomedby endusersfor suchdevices. Accodingto ITC, RequiremenR17 of
BAL -005-0 shouldrecognizehatthereare moden digital devicesthatdo notrecuire
calibration as analogdevicesdo.

. Whether accuracy of devicesis assured by other requirements

30. NERC,ITC, ISO/RTO Coungl, and Southen statethattie-line meterng acairacy
is addressedy RequiremenR13 of BAL-005-0, which requreseachbalancng authority
to performhourly error checksugng tie-line megawathour meerswith commontime
synchroniationto deteminetheaccuracyof its control equipnentandmake adjustments
accordngly. ITC claimsthatRequirementR13of BAL-0050 providesa more timely
identificationof errorsthanarequirementor annualcalibration.

31. NERCcommentdhattie-line metaing accuracyis notassuedby any other
requirenent Accordingto NERC, requiremens relating to Reliability StandadsBAL-
0050 andBAL-006-1, alongwith theasso@atedNERC proceses, provideseveralayers
of overlappingprotection to addres tie-line accuacy. NERCfurtherclaimsthatBAL -
005-0 requresbalanding authoritiesto opeiatein conformancevith common metering
equipnentin comparison to thatof ther neighbors,so ther is no netbalancng authority
error in theinterconnetion asawhole. In addtion, NERC claimsthatmanybalanéng
authoities havese®nday or backupmeteringon critical tie linesandhaveaccesgo the
NERCResoure Adequacyapplicationwhich canprovidealerts to the balancng

authoity of tie-line meteringerrors
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C. Commission Deter mination

32. TheCommissiomapproveshe ERO’s formalinterpretaton of RequiremenhR17 of
BAL-005-0 assetforth in theEROs April 2008fili ng. Basedonthe commentswe find
thatthisinterpredation will notdeaeasetheaccuacyof frequencyandtime error
measurenentsby notrequiringcdibration of tie-line megavatt meteringdevices. In
addition,we arepersuadedby the commenérsthatthe needto calibrate tie-line megawat
metering devices is addesedby otherrequrementsuchasRequirementR13that
requirehourly cheks to ensurecontinuaisaccurag. The Commissionnotesthatthe
applicabé requirenentfor the accuracyof calibration of tie-line megawatmetering
devicessidentified in RequiremenR17. While Souhernhas statedthatthe metering
specifcationstablein RequiremenR17wasaddel in error, aninterpretaion cannot
changethe substaceof a Reliability Standard Notwiths&andirg the queston of
relevancyof particularcomponent®f the meterng specificationstable, theaccuracy
requirenentsof this tableremainpartof Reliablity StandardBAL-005-0 asreferencefor
mandabry reliability practices. The Commssibn encouragefurtherclarification of tie-
line meteing devicecalibrationrequirenent throughthe ERO standads develgpment
process

33. ITC commentdhatdigital devicesarepredudedfrom the calibraion requirement.
We notethattheinterpretatiorprovidesthat“[sJomedevicesusedfor time error and
frequencymeasurementannotbe calibraedassuch. In this case thesedevicesshould

be crosscheckedagainsiotherpropely calibraiedequipmentandreplacedif thedevices
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do not meettherequiredlevel of accuracy’ Thus,while ITC’s commentis accurate the

ERO'sinterprdation acknowledgeshe concernandprovidesaresponsei.e.,modern
digital devicestha cannotbe cdibratedmud be crosscheckedagairst otherequiprent
andrepla@dif theydo not meettherequiredlevel of accuracy.

34. TheERG s interpretatiorof BAL-005-0, RequrementR17 providesthat

“f requencyinputsfrom othersourcesthatarefor referenceonly are excluded” The
Commgson notes that this Reliability Standardestdlishesrequirementgoncerninghe
inputsto the ACE equationto correctlyoperateaubmaic generabn contiol. Frequency
inputsusedfor otherpurposesrenot coveredby this Reliabiity Standad. Therefore
we understandhe ERO’sinterpretatiorto exclude frequencydevicesthatdo not provide
inputinto thereportingor compliancewith the ACE equationor providereattime time
error or frequency informationto the systemoperaor. Any devicesthatprovide
refererceinputfrom which a bdancingauthorty calibratesothertime error and
frequencydevices howeve, do providereattimetime error andfrequencyinformation
to the system operdor andtherdore mustbe calibratedunder this requirement.

3. Requirements R1 and R2 of VAR-002-1 Generator Oper ation for
M aintaining Network Voltage Schedules

a. Proposed | nter pr etations

35. Thestaedpurpo® of Rdiability Standard/AR-0021 isto ensureghatgenerators
providereadive and voltagecontrol necesary to ensirethat voltagelevels,readive

flows, andreacive resourcesre maintainedwithin applcable facility ratingsto protect
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equipnentandthereliableoperationof theinterconnection. RequirementR1 ofVAR-

0021 provides:
The GeneatorOperdor shdl operateecachgererabr connectedo
the interconnectedransmisgn systemin the aubmaic voltage
control mode(automaticvoltagereguldor in servce andcontrolling
voltage)unlessthe GeneratoOperatotasnotified the Transmissia
Operator.
Requirement R2 provides:
Unlessexempte by the Transnission Operator eachGereraor
Operatorshdl maintainthe generor voltage or Readive Power
output(within applicableFacility Ratingg asdirecedby the
TransmssionOperator.
36. TheEROreceivedarequesto provideaformal intempretaion of Requirements
R1and R2. Therequesfirst askedwhetherautomatic voltageregultoroperaton in the
congantpowerfactoror congant Mvar modescomplieswith RequirementR1. Second,
the requestaskedthe ERO whether RequiremenR2 gives thetransmssionopeiatorthe
optionof directing the generdion ownerto opeiatethe automaic voltagereguhtorin the
congantpowerfactoror congant Mvar modesratherthanthe constantvoltagemode
37. NERC's formalinterpretatiorprovidesthata geneatoroperabr thatis operating
its autamatic voltagereguldor in the constanpowe factoror constantMvar modesdoes

notcomplywith RecquirementR1?® Theinterpretatiorrestson the assimptiors thatthe

generabr hasthe physica equipmentthatwill allow suchoperaion andthatthe

2 NERC'sinterpretation of VAR-002-1, RequiremenR1is quotedin full in the
NOPR,FERCStats.& Regs.y32,632atP 32,n.27.
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trarsmissionoperdor hasnot directedthe generabr to run in a modeotherthancongant

voltage Theinterpretatiorelso providesthatRequrementR2 gives thetransmision
operabr the optionof directingthe generatbn operabr to operae the aubmatc voltage
regulatorin the congant powerfactoror constantMvar modesratherthanthe constant
voltagemode

38. IntheNOPR,the Commissiorpropo®dto approvethe ERO’s interpretation of
Requirement R1 and RequirementR2 of VAR-002-1.

b. Comments

39. NERCandIESOsupportthe Commission’s proposal to approvethe interpretation.

C. Commission Deter mination

40. TheCommissiorconcludeghattheintempretationisjust, reasonablenotunduly
disaiminatoty or preferential,andin the public interes. Therefore,the Commisson
approva the ERO’sinterpretatiorof RequiremergR1 andR2 of VAR-002-1.

B. NERC’s December 21, 2007 Filing: M odification of TL R Procedure

41. NERC submittedior Commissiorapproval propogdReliability Stardard

IRO-006-4, which modifiesthe CommissiorapprovedRdiability Standad, IRO-006-3.

1. Background

42. In OrderNo. 693,the Commissionapprovedaneatier versionof this Reliability
Standad, IRO-006-3. This Reliability Standad ensureshatareliability coordindor has
acoordinatedransmissiorsavice curtailmentandreconfiguraibn methodthatcanbe

usedalongwith otheralternativessuchasredispath or demandside managementp



20080721- 3054 FERC PDF (Unofficial) 07/21/2008

DocketNo. RM08-7-000 20
avoidtransmissionimit violationswhenthetransmision systemis congested

Reliability Standad IRO-006-3 establified adetailed TLR procedurefor usein the
Easternnterconnectionto alleviateloadingson the systemby curtailing or changing
trarsactons basel on their prioritiesandthe severity of thetransnission congestion The
Reliability Standad referencedotherproceduesfor WECC andElectric Reliability
Councilof Texas(ERCOT).?*

2. ERO TLR Filing, Reliability Standard |RO-006-4

43. InitsDecember2007filing, NERCsubmttedfor Commissionapprova a
modified TLR procedure Reliability Standad IRO-006-4, which continsfive
requirenents Requirenent R1 obligatesareliability coordinatorexperencing a potential
or actualsystemoperatingimit (SOL) or IROL violation within its reliability coordinaor
areato select oneor moreproceluresto providetransmgsson loading relief. The
requirenentalsoidentifiestheregionalTLR proceduresn WECCandERCOT.

3. NOPR

44. IntheNOPR the Commissiompropo®d to approvel RO-006-4 as just, reasonable,
notundulydiscriminatoryor prefaential,and in the public interesf®> The Commission

alsoproposedo approvethe Reliability Standard basedon theinterpretaton thatusinga

?* The equivalentinterconnectiorwide TLR proceduregor usein WECCand
ERCOTareknownas“WSCC Unschedled Flow Mitigation Plan” and section 7 of the
“ERCOT Protocols, " regectively.

» NOPR,FERC Stats.& Regs.f 32,632atP 48.
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TLR procedue to mitigateanIROL violation is aviolationof the Reliability Stardard

The Commissiomaskedfor commentn whetheranycompromisein thereliability of the
Bulk-Powe Systemmayresultfrom theremoval andtranger to NAESB of thebusiness
relaedissues formerly containedn Reliablity StandardRO-006-3. In addiion, the
Commsson proposedo direct the EROto modify theviolation risk factorsassignel to
RequirementsR1 throughR4 by raising themto “high.”

4. Comments

45. The Commisson recaved commens onthe NOPRproposl. BecausdheFinal
Rule doesnot approve or remand the proposedReliability Standad and,rather,direds
the ERO to submitafiling tha providesanexplanaton regading specfic languagef
onerequiremenbdf IRO-006-4, the Commssionwill addessthecommensin afuture
issuancein this proceeding

5. Commission Deter mination

46. Becausdahe Commissiorhasconcermregardingtheundersandingof certan
languageof Requiremens R1andR1.1of IRO-006-4, the Commissionis notappioving
or remandingthe proposed Reliability Standardat thistime. Ratherthe Conmission
directstha the ERO,within 15 daysof the effective dateof this Final Rule, sulmit a
filing thatprovidesanexplanatiorregardng specifc languageof Requiemens R1 and
R1.1 of IRO-006-4. The Commisson will then issuea notice allowing public comnent
ontheEROQO'sfiling, andwill act onthepropo®dReliability Stardardin afutureissuane

in this proceeding



20080721- 3054 FERC PDF (Unofficial) 07/21/2008

DocketNo. RM08-7-000 22
47. IntheFinal BlackoutReport aninternationalteamof expertsstudyirg the caugs

of the August2003blackoutin North Americarecanmende thatNERC“[c]l arify that
the transmissionloadingrelief (TLR) processhouldnot be usedin situationsinvolving

anactualviolation of an Opeation Secuity Limit.”?® Basedon the Final Blackout

Report recommendéon, the Commisgon, in OrderNo. 693 directed NERCto devebp a
modification to the TLR procedurgIRO-006-3) that“(1) includesa clearwaming that
the TLR procalure is aninappropriateandineffecive tool to mitigateactuallROL
violationsand(2) identifiesin a Requirementhe availablealternatvesto mitigatean
IROL violationotherthanuse of the TLR procedure’®’

48. Inresponsdo thisdirective NERCpropo®din RequrementR1.10f IRO-006-4
that“[t]he TLR procedurdfor the Easterninterconnecton] aloneis aninappropriateand
ineffective tool to mitigatean IROL violation dueto thetime requiredto implementthe
procedure’ (Emphasisadded.) The Commssionis concernedvheterthislanguageis

adequat to satisfythe concernof the Final Blackout Repot and Order No. 693.

Speifically, we notetha the use of theterm*“alone” seensto imply tha aTLR
procedurecouldbeusedin responsedo anactual violation of an IROL whereaghe Find

BlackoutReport recomnenddion would preventtheuseof the TLR proceduran such

% SeelU.S -Canad&Power SydemOutageTask Force Final Repat onthe August
14,2003Blackoutin the United Statesand Canada:CausesandRecomnendationsat
163 (April 2004)(Find BlackoutRepor) (RecommendatioB1).

21 SeeOrderNo. 693,FERC Stats.& Regs.{ 31,242atP 577,964.
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situatons. Moreover,RequirementR1 of IRO-006-4 furtherappeardo contralict the

Final Blackout Report recomnendationby allowing areliability coordinatorto

implementtransnissionloadingrelief proceduesto mitigate not only potental SOL or

IROL violationsbut alsoactual SOL or IROL violations?® The Conmissionis

concernedha Reacommendatior81 of theFind Blackou Reportand thedirectivein

Order No. 693 bothof which statethe TLR procedureshould not be usedin situations
involving anactud violation of an IROL, maynotbeclealy addresseth the proposel
Reliability Standad.

49. TheCommissiomotesthatan ertity is not preventedrom usng the TLR
procedureo avoid a potentiallROL violation beforeaviolation ocaurs. If, whileaTLR
proceduras in progressanIROL violation occus, it is not necessarfor the entity to
termnatethe TLR procadure. However,the Commison believesthatit is inapproprate
andineffedive to rely onthe TLR procedue, evenin conjuncton with anothertool, to

addressainadud IROL violation.

8 RequirenentR1 provides that“[a] reliability Coordinabr experiencing
potental or adual SOL or IROL violation within its Reliability CoordnatorAreashall,
with its authorityand atits disaetion, selectoneor moreproceduesto provide
tramnsmissionloading relief. This procedue canbea“local” . . . transmssionloading
relief procedureor one of thefollowing Interconnedbn-wide procedues....” Sub
requirenentR1.1providesthat“[tihe TLR procedurealoneis aninapproprate and
ineffective tool to mitigatean IROL violation dueto thetime requiredto implementthe
procedure Othe acceptabl@ndmoreeffecive proceduesto mitigateactual IROL
violationsinclude: recnfigurdion, redispatchor load shedding’
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50. Therefore,the Commisiondoesnotapproveor remandRO-006-4. Ratherthe

Commsson directsthe EROto submitafil ing, within 15 daysof the effective dateof
this Final Rule,thatprovidesanexplanatiorregading Requiemens R1 and R1.1 of
IRO-006-4. Specifically, in light of theabovediscusson, the Commisson direds the
EROto providean explanatiorregardingthe phrase|[t Jhe TLR procedue aloneis an
inappopriate andineffectivetool to mitigake anIROL violation. . .” Further, the ERO
shouldexpain whether RequiremergR1 andR1.1only allow the TLR procedurdo

be continuedwhen alreadydeployedprior to anactud IROL violation or, alternatively,
whetherRequiemens R1andR1.1alow useof the TLR procedue asatool to address
acualviolationsafter theyoccur. If thelatter,the EROis directedto explan why this
applicaton is notcontray to both Blackout Rgport Recanmendaibn 31 andthe
Commsson’s determirationin OrderNo. 693. The ERO’sfil ing should includean
explanaton of thoseactionsthatareacceptableandthosethatareunaccetable pursuant
to RequrementR1andR1.1.

C. NERC’s December 26, 2007 Filing: M odification to Five “Inter change
and Scheduling” Reliability Standards

51. NERC submittedfor Commissiorapprovalpropo®d modificationsto five
Reliability Standadsfrom theINT groupof Reliability Standads.

1. INT-001-3 — Inter change | nfor mation and | NT-004-2 — Dynamic
I nter change Transaction M odifications

52. ThelntercdhangeSchedulingandCoordinationor “INT” groupof Reliability

Standadsaddressinterchangdransactions,which occurwhenelecticity is trarsmited
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from aselle to abuyeracrosghe Bulk-Powe Sysem. Reliability Standad INT-001

appliesto purchasingsellingentitiesandbalancingauhorities. The staed purposeof the
Reliability Standad is to “ensurethatInterchangdnformaion is submittedto the NERG
identified reliability analysisservice” Reliability Standad INT-004is intendedo
“ensureDynarnic Transfersareadequatsi taggedo beable to determingheir reliability
impacts.”

53. In OrderNo. 693,the Commissionapprovecdeatier versons of theseReliability
Standads, INT-001-2 andINT-0041%° FurtherwhenNERCinitially (in April 2006)
submitedthesetwo Reliability Standard$or Commssionapproval NERCalsoasked
the Commissionto appro\e a “regionaldifferencé thatwould exenpt WECCfrom
requirenentsrelatedto taggingdynamicschedulesaandinadvetentpayback provisionsof
INT-001-2 andINT-0041. TheCommisson,in OrderNo. 693, statedthatit did not
havesufficient informationto addres the EROs proposedegiona differenceand
directedthe EROto submit afilin g eitherwithdrawing theregional differenceor
providingadditionalinformationneededfor the Commisson to make a determnationon
the matter® The effectof NERC's Decembe®6, 2007 filingis to withdrawtheregional

differencewith respet to WECC.

? OrderNo. 693,FERC Stats.& Regs.{ 31,242at P 821,843. In addition, the
Commessgon directedthatthe ERO develg modificatonsto INT-001-2 andINT-004-1
that addessthe Commision’sconcerns.

% 1d. P825.



20080721- 3054 FERC PDF (Unofficial) 07/21/2008

DocketNo. RM08-7-000 26
54. InitsDeember26,2007filing, NERC stated that by rescindng the e-tagging

waivers,NERC mantainsuniformity andmakesno structural changedo the
requirenentsin the currentCommissiorapprovedversion of the Rdiability Standads.
55. IntheNOPR the Commissiorpropo®d to approvelNT-001-3 ard INT-004-2.

a. Comments

56. NERC andthelESOsupportthe Commissonsproposako approvethee
Reliability Standads

b. Commission Deter mination

57. Pursuanto section215(d)of the FPA, the Commission appioves Reliability
StandadsINT-001-3 andINT-004-2 as mandabry andenforcedle.
2. INT-005-2 —Interchange Authority Distributes Arranged I nterchange,

INT-006-2 — Response to | nter change Authority, and INT-008-2 —
I nter change Authority Distributes Status

58. Reliability StandardNT-005-1 appliesto theinterchangeuthaity. Thestated
purposeof proposedReliability StandardNT-005-1 is to “ensurethatthe
implementdion of InterchangebeweenSaurceandSink BalancingAuthorities is
distributedby anInterchangeiuthority such thatIinterchamgeinformaion is availabk for
reliability assesments.”

59. Reliability StandardNT-006-1 appliesto balanchg authoitiesand transmisson
serviceproviders. The statedpurpo® of the Reliability Standad isto “ensurethateah

Arrangedinterchangds checkedfor reliability beforeit is implemented.”
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60. Reliability StandardNT-008-1 appliesto theinterchangeuthoity. Thestated

purposeof theReliability Standards to “ensurethattheimplemenaton of Interchange
betweernSource and Sink BalancingAuthorities is coodinated by an Interchang
Authority.” This meanghatit is aninterchangeuthorties’ respnsibility to overseeand
coordnat theinterchange from onebalancimg authoity to another

61. InitsDeember26,2007filing, NERC addressal areliability needidentified by
WECC in its urgentactionrequest Specifically, RequiremenR1.4 of INT-007-1
requireshatead balancingauthorityand transmssionservice provider provide
confirmationto theinterchangeauthority thatit hasapprosedthetransactonsfor
implementation. NERC stated tha for WECCthetimeframeallottedfor this assessmeet
Is five minutesin the original verson of the Commission-approved Reliability Standards.
62. Reliability Standarddor INT-005-2, INT-006-2, andINT-008-2 increag the
timeframe for applicable WECC entitiesto performthereliability assessmeritom five to
tenminutes for nexthourinterchangetagssubmittedin thefir st thirty minutes of the hour
before. Accordingto NERC, this modificationis neede becaus the majority of next
hou tagsin WECC aresubmittel betwesn xx:00 andxx:30. Theexisting five minute
assesmentwindow makesit nearlyimpossiblefor balancingautorities andtransmission
serviceprovidersto review eachtag before the five minuteasessmettime expres.
According to NERC, whenthetime expires the tagsare denedandmustberesubmited.
63. InitsDeember26,2007filing, NERC stated that WECC hasexperienced

numerousinstancesof transa&tions beingdeniedbecaiseoneor more appicable
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reliability entities did notactivelyapprovethetag In NERC’sview, thecurmrentstrudure

causegrustraion andinefficienciesfor entitiesinvolvedin this processasrequestorare
requiredto re-crede tagsthataredenied. Further, NERC stated thatthere is no reliability
basisfor afive minuteassessmengperiodfor tagssulmittedat leastthirty minutesahead
of therampin period.

64. NERC notdl that, prior to Januaryl, 2007, whenthenew INT group of Reliability
StandadswasimplementedVECC hada ten-minute reliability assessmeteriod for
nexthourtags. NERC statesthatthe urgentacion requestresbresassessmerimes
backto tenminutes.

65. IntheNOPR,the Commissiorpropogd to approvelNT-005-2, INT-006-2, and
INT-008-2.

a. Comments

66. NERC andIESOsuppot the Commissonsproposalto approvethes Reliability
Standads.

b. Commission Deter mination

67. Pursuanto section215(d)of the FPA, the Commission appioves Reliability

StandadsINT-005-2, INT-006-2, and INT-008-2 asmardatory andenforceable™

3 The CommissionnotesthatNERC's complancewith OrderNo. 693 with
respecto Rdiability StandardINT-006-1, is ongoing. SeeOrderNo. 693, FERC Stats.
& Regs.31,242atP 866.
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[11. Information Collection Statement

68. TheOffice of ManagemenandBudget(OMB) regultionsrequre thatOMB
approvecertainreportingandreardkeepig (collectons of informaion) imposedby an
agency” Theinformaion containechereis alsosubjectto review undersection 3507(d)
of the Papework ReductionAct of 1995> As stated above the Commisson previously
approvedjn OrderNo. 693,eachof the Reliability Standardsthatarethe subjectof the
currentrulemaking. In the NOPR,the Commisson explainedthatthe modificationsto
the Reliability Standadsareminor andthe intempretatonsrelateto exising Reliability
Standads; therefore, theydo notadd to or increaseentities’ repoting burden. Thus,in
the NOPR,the Commisson statedthatthe modified Reliability Standardsand
interpretationsf Reliability Standadsdo not materally affectthe burdenestinetes
relating to the ealier versionof the Reliahility Standads presentedn OrderNo. 6933
69. Inresponsdothe NOPR the Commisionreceivedno commentsconcening its

estimatgor theburdenandcods andthereforeuseshe sameestimatehere.

%5 CFR1320.11.
% 44U.5.C.3507(d)

3 SeeOrderNo. 693,FERC Stats.& Regs.31,242atP 190507. TheNOPR,
FERCStats.& Regs.y 32,632atP 76-78, provided a detailed explanaton why each
modification and interpretatiorhasanegigible, if any, affectontherepoting burden.
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Title: Modification of Interchangeand Transmissn LoadingRelief Reliability

Standads; andElectric Reliability Organizaton Interpraation of SpecificRequirenens
of FourReliability Standards
Action: ProposedCollection

OMB ControlNo.: 19020244.

Regondents Businessesr otherfor-profit institutions;not-for-profit inditutions

Frequencyf Responses: On Occasion

Necesdly of thelnformation ThisFind Rule approve five modified Reliability

Standadsthatpertainto interchangeschedulng andcoordnation. It direcs NERCto
make afiling with the Commis$on regardng onemodified Reliabiity Standardthat
pertainsto transmissionoadingrelief procalures In addtion,the Final Rule approves
interpretationsof five specificrequirementsof CommesiorappovedReliability
Standads. TheFinal Rule findsthe Reliability Standard andinterpretatonsjust,
reasonald, notundulydiscriminaory or preferential, andin the public interest.

70. Interestedpersns mayobtaininformaion onthereporing requirementdy
contactng: Federd EnergyRegulatoryCommission, Attn: MichaelMiller, Office of the
Executive Director,888 First Street, N.E. Washngton,D.C.20426,Tel: (202)502-8415,
Fax (202)273-0873,E-mail: michael.miler@ferc.gov, or by conading:

Office of InformationandRegulatoryAffairs, Attn: DeskOfficer for the FederaEnagy
Regulatory CommissionRe: OMB Control No. 19020244), Wasington, D.C. 20503

Tel: (202)3954650,Fax: (202)3957285,E-mail: <oira_sulmisson@omb.eop.gov.
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V. Environmental Analysis

71. TheCommissions requiredto preparean Environmenal Assessmentor an
EnvironmentallmpactStatemenfor anyaction thatmayhavea significantadveseeffect
onthehumanenvironment® The Commissiorhascategoricdly excludedcer@in actions
from thisrequirenernt asnot having a significanteffecton the humanenvirorment.
Includedin the exclusionarerulesthatareclarifying, corredive, or proceduralr thatdo
not substantiallychangethe effect of theregulatonsbeingamended® Theactions
proposederein fall within this categoricaexcluson in the Conmissioris reguldions

V. Requlatory Flexibility Act

72. TheRegulaory Flexibility Act of 1980(RFA)* gererally requiresa de<ription
andanalysisof final rules thatwill have significantecononic impacton a substarial
numberof small entities. The RFA mandatesconsderaton of regulatoryaltemativesthat
accomplshthe staedobjectivesof a propcsedrule andthatminimize anysignificant
economidmpacton a subgantid numberof smallentities. The Smal Business
Administration’s Office of Size Standardslevebpsthe numercal definition of asmall
business.(See 13 CFR121.201.) For electric utilities, afirm is small if, includingits

affiliates, it is primarily engagedin thetransmisson, geneation and/a distrbution of

% RegulationsIimplementing the National Environmendl Policy Act of 1969
Order No. 486,FERCStats.& Regs 130,783(1987).

% 18 CFR380.4(aj2)(ii).
% 5U.5.C.601-12.
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electrc erergyfor saleandits totd electric outputfor the preceding twelve montsdid

notexceedour million megawathours. The RFA is notimplicatedby this Final Rule
becausehe minor modificationsandinterpretatonsdiscussedhereinwill nothawe a
significanteconomiadmpact on a substatial numberof smallentities

VI. Document Availability

73. In additionto publishing thefull textof thisdocumentin the FederaReqgiste, the

Commsson providesall interestedbersonsaanopportunty to view and/orprint the
contens of thisdocumentia the InternetthroughFERC s Home Page

(http:/www.ferc.gov) andin FERC s PublicReferenceRoomduring normalbusness

hous (8:30a.m to 5:00p.m. Easten time) at 888 First Stree, N.E., Room2A,
Washngton D.C. 20426.

74. From FERC sHomePageonthelInternet thisinformaton is availableon
eLibrary. Thefull textof thisdocumenis avalable oneLibraryin PDF andMicrosott
Word formatfor viewing, printing, and/a downloading. To accesshis documenin
eLibrary,typethedocketnumbe excluding the last threedigits of thisdocumentin the
docketnumberfield.

75. Userassistaceis availablefor eLibraryand the FERC’swebste duringnormal
businessours from FERC Online Support at (202 502-6652(toll freeat 1-866-208

3676) or e-mail at ferconlinesupport@ferc.gowor the PublicReferenceRoomat (202)

502-8371,TTY (202)502-8659. E-mail the Public RefaenceRoomat

pulic.referencenom@ferc.gov
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VIl. Effective Date and Congressional Notification

76. Theseregulationsareeffective[insert dake 30 daysfrom publicationin

FEDERAL REGISTER]. TheCommissionhasdeterminé, with theconcurrencef the

Administrator of the Office of InformationandRegulabry Affairs of OMB, thatthisrule
is not a“majorrule” asdefinedin section 351 of the SmallBusnessReguhtory
Enforcemat FarnessAct of 1996.

List of subjed¢sin 18 CFRPart 40

Electricpower, Electricutilities, Reportingandrecordkeemg requrements

By the Commission.

(SEAL)

Nathanel J. Davis, Sr.,
Deputy Secetary.
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION
18 CFR Part 40
[Docket Nos. RM08-7-000 and RM08-7-001; Order No. 713-A]
Modification of Interchange and Transmission Loading Relief Reliability Standards; and

Electric Reliability Organization Interpretation of Specific Requirements of Four
Reliability Standards

(Issued March 19, 2009)

AGENCY': Federal Energy Regulatory Commission.

ACTION: Final Rule

SUMMARY: : Pursuant to section 215 of the Federal Power Act (FPA), the Federal
Energy Regulatory Commission (Commission) approves Reliability Standard |RO-006-4,
submitted to the Commission for approval by the North American Electric Reliability
Corporation (NERC). The Reliability Standard addresses transmission loading relief
requirements, which provide a mechanism to manage and, if necessary, curtalil
interchange transactions. In addition, pursuant to section 215(d)(5) of the FPA, the
Commission directs NERC to develop modifications to Reliability Standard |RO-006-4
to address specific Commission concerns.

EFFECTIVE DATE: Thisrulewill become effective [insert date that is 30 days after

publication in the FEDERAL REGISTER]
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FOR FURTHER INFORMATION CONTACT:

Patrick Harwood (Technical Information)
Office of Electric Reliability

Federal Energy Regulatory Commission
888 First Street, NE

Washington, DC 20426

(202) 502-6125
patrick.harwood@ferc.gov

Christopher Daignault (Legal Information)
Office of the General Counsel

Federa Energy Regulatory Commission
888 First Street, NE

Washington, DC 20426

(202) 502-8286
christopher.daignault@ferc.gov

SUPPLEMENTARY INFORMATION:
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners. Jon Wellinghoff, Acting Chairman;

Suedeen G. Kelly, Marc Spitzer,

and Philip D. Moeller.
Modification of Interchange and Transmission Loading  Docket Nos. RM08-7-000
Relief Reliability Standards; and Electric Reliability and
Organization Interpretation of Specific Requirements of RM08-7-001
Four Reliability Standards

ORDER NO. 713-A
FINAL RULE

(Issued March 19, 2009)

1. Pursuant to section 215 of the Federal Power Act (FPA)* the Commission
approves Reliability Standard IRO-006-4, submitted to the Commission for approval by
the North American Electric Reliability Corporation (NERC). The Reliability Standard
addresses transmission loading relief requirements, which provide a mechanism to
manage and, if necessary, curtail interchange transactions. In addition, pursuant to
section 215(d)(5) of the FPA, the Commission directs NERC to develop modifications to
Reliability Standard IRO-006-4 to address specific concerns identified by the

Commission.

116 U.S.C. 8240 (2006).
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l. Background

A. Procedural Background

2. On December 21, 2007, NERC, the Commission-certified electric reliability
organization (ERO), submitted for Commission approval modifications to Reliability
Standard IRO-006-4 (Reliability Coordination — Transmission Loading Relief), known as
the transmission loading relief or “TLR” procedure.?

3. On April 21, 2008, as supplemented on May 16, 2008, the Commission issued a
Notice of Proposed Rulemaking (NOPR) that proposed to approve three NERC filings,
including Reliability Standard IRO-006-4.% In response, nine interested persons filed
comments, six of which address the TLR procedure at issue here.* (The Commission
consolidated three ERO submissions in the RM08-7-000 rulemaking proceeding. This

Supplemental Final Rule only addresses the ERO’s December 21, 2007 filing pertaining

? Reliahility Standard IRO-006-4 is not codified in the Commission’s regulations
and is not attached to this Supplemental Final Rule. It is, however, available on the
Commission’s eLibrary document retrieval system in Docket No. RM08-7-000 and also
Is available on the ERO’ s website, http://www.nerc.com.

3 Modification of Interchange and Transmission Loading Relief Reliability
Standards; and Electric Reliability Organization Interpretation of Specific Reguirements
of Four Reliability Standards, Notice of Proposed Rulemaking, 73 FR 22856 (Apr. 28,
2008), FERC Stats. & Regs. 132,632, at P 48 (2008) (NOPR), Supplemental Notice of
Proposed Rulemaking, 73 FR 30326 (May 27, 2008), FERC Stats. & Regs. 1 32,635
(2008) (Supplemental NOPR).

* Appendix A identifies the NOPR commenters.
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to the TLR Reliability Standard. The Commission addressed the other two ERO filings
in Order No. 713, i.e, the Final Rulein this proceeding.)

4, On July 21, 2008, the Commission issued a Final Rule in this proceeding, which
approved five Reliability Standards and approved NERC' sinterpretation of other
Reliability Standards.®> The Commission, however, did not make a determination in the
Final Rule regarding Reliability Standard IRO-006-4 and, instead, directed NERC to
submit afiling explaining one aspect of the TLR procedure.

5. On September 11, 2008, NERC submitted afiling as directed in the Final Rule.

Notice of NERC's September 11, 2008 filing was published in the Federal Register,

73 FR 75,429. Threeinterested persons submitted comments.”

B. Reliability Standard | RO-006-4

6. Reliability Standard IRO-006-4 appliesto balancing authorities, reliability
coordinators, and transmission operators. Reliability Standard |RO-006-4 modifies

Reliability Standard IRO-006-3, which the Commission approved in Order No. 693.” In

> Modification of Interchange and Transmission Loading Relief Reliability
Standards; and Electric Reliability Organization Interpretation of Specific Reguirements
of Four Reliability Standards, Order No. 713, 73 FR 43613 (July 28, 2008), 124 FERC
161,071 (2008) (Order No. 713 or Final Rule).

® Appendix B identifies the commenters on NERC' s September 11, 2008 filing. In
addition, NERC filed reply comments.

" Mandatory Reliability Standards for the Bulk-Power System, Order No. 693,
FERC Stats. & Regs. 1 31,242, order on reh’g, Order No. 693-A, 120 FERC 161,053
(2007).
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its December 2007 filing, NERC explained that it modified the TLR procedure to
“extract” commercial requirements and business practices.® Further, the modified
Reliability Standard includes changes directed by the Commission in Order No. 693
related to the appropriateness of using the TLR procedure to mitigate a violation of an
interconnection reliability operating limit (IROL).’

7. Reliability Standard IRO-006-4 contains five requirements. Requirement R1
obligates areliability coordinator experiencing a potential or actual system operating
limit (SOL) or IROL violation within its reliability coordinator area to select one or more
procedures to mitigate potential or actual transmission overloads. The requirement also
identifies the regional TLR proceduresin WECC and ERCOT. Requirement R1 includes
awarning that the TLR procedure alone is an inappropriate and ineffective tool to

mitigate an actual IROL violation and provides alternatives.

® The commercial requirements were transferred to a North American Energy
Standards Board (NAESB) business practices document. The Commission approved the
NAESB TLR standard, WEQ-008, to coincide with the effective date of Reliability
Standard IRO-006-4. See Standards for Business Practices and Communication
Protocols for Public Utilities, Order No. 676-C, 73 FR 43848 (July 29, 2008), FERC
Stats. & Regs. 131,274, a P7n.11, P9, P 80 (2008); see also Order No. 713, 124 FERC
161,071 at P8.

® An IROL is a system operating limit that, if violated, could lead to instability,
uncontrolled separation, or cascading outages that adversely impact the reliability of the
Bulk-Power System.
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8. Requirement R2 mandates that the reliability coordinator only uselocal TLR or
congestion management procedures to which the transmission operator experiencing the
potential or actual SOL or IROL is a party.

9. Requirement R3 establishes that a reliability coordinator with a TLR obligation
from an interconnection-wide procedure follow the curtailments as directed by the
interconnection-wide procedure. It also requiresthat areliability coordinator desiring to
use alocal procedure as a substitute for curtailments as directed by the interconnection-
wide procedure must obtain prior approval from the ERO.

10. Requirement R4 mandates that each reliability coordinator comply with

i nterconnection-wide procedures, once they are implemented, to curtail transactions that
cross interconnection boundaries. Requirement R5 directs balancing authorities and
reliability coordinators to comply with applicable interchange-related Reliability
Standards during the implementation of TLR procedures.

II.  Discussion

A. Approval of Reliability Standard | RO-006-4

11.  Inthe NOPR, the Commission proposed to approve IRO-006-4 as just, reasonable,

not unduly discriminatory or preferential, and in the public interest.*

1 NOPR, FERC Stats. & Regs. 132,632 at P 47.
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12. NERC and IESO support approval of the Reliability Standard. Lafayette and
LEPA state that they support the Commission’s effort to reduce the use of TLRs; they
support adoption of the Reliability Standards as proposed by the Commission.

13.  Pursuant to section 215(d) of the FPA, the Commission approves Reliability
Standard IRO-006-4 as mandatory and enforceable. The ERO’s proposal implements the
Commission’s directivesin Order No. 693 to include a warning that the TLR procedureis
an inappropriate and ineffective tool to mitigate actual IROL violations and identify
available alternatives to mitigate an IROL violation.* Further, as discussed below, the
Commission believes that the separation of business practices from the Reliability
Standards will not compromise Bulk-Power System reliability. Accordingly, the
Commission approves IRO-006-4 as just, reasonable, not unduly discriminatory or
preferential, and in the public interest, as discussed below.

14.  Asaseparate matter, pursuant to section 215(d)(5) of the FPA, the Commission
directs the ERO to develop, pursuant to its Reliability Standards development procedure,
modifications to |RO-006-4 to address the Commission’ s specific concerns, as discussed
below. Further, the Commission approves the proposed violation risk factors and

violation severity levels and directs the ERO to submit afiling within 60 days of the

1 Order No. 693, FERC Stats. & Regs. 131,242 at P 577.
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effective date of this Supplemental Final Rule revising specified violation risk factors and
violation severity levels.

1. Transfer of Business-Related Requirementsto NAESB

15. The Commission, in the NOPR, sought comments on whether the removal and
transfer to NAESB of the business-related issues formerly contained in Reliability
Standard | RO-006-3 could compromise Bulk-Power System reliability. ™

a. Comments

16. NERC statesthat it has coordinated with NAESB and believes thereisno
compromise in reliability as aresult of the removal and transfer to NAESB of the
business-related issues formerly contained in the earlier standard, IRO-006-3. NERC
notes that there are minor differencesin terminology and language between the NERC
and NAESB documents. It states that, although these differences may be confusing to
industry, they do not affect the ability to successfully implement the standards as written.
Further, NERC indicates that it is working with NAESB to devel op more in-depth
coordination procedures to ensure that language is consistent.

b. Commission Deter mination

17. Based on the ERO’ s explanation, we are persuaded that the separation of business
practices from the Reliability Standards will not compromise Bulk-Power System

reliability. However, we are concerned with respect to the ERO’ s acknowledgement that

2 NOPR, FERC Stats. & Regs. 132,632 at P 49.
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there are differences in terminology and language used between the ERO Reliability
Standard and the NAESB standard that pertain to TLR procedures. The ERO indicates
that it is currently working with NAESB to develop more in-depth coordination
procedures to ensure that language is consistent. Thus, we expect that the ERO, working
with NAESB, will resolve the inconsistencies in terminology between the Reliability
Standard and NAESB standard regarding TLR procedures as their agendas permit; we do
not find a need to direct changes at thistime.

2. I mprovementsto the TLR Procedure

a. Comments

18.  Several commenters raise concerns regarding needed improvementsto the TLR
procedure. Lafayette and LEPA comment that they have often “suffered” from the
curtailment of firm transmission service pursuant to the TLR procedure and support
effortsto reduce itsuse. NRG comments that the excessive use of TLRsisreducing
system reliability in some non-organized markets and that the Commission should require
NERC to modify its TLR rules to limit the excessive use of TLRs. NRG states that the
Interchange Distribution Calculator (IDC) is critical to the TLR process,*® since

reliability coordinators rely on the curtailments specified by the IDC. NRG identifies two

3 The IDC is amechanism used by the reliability coordinators in the Eastern
Interconnection to calculate the distribution of interchange transactions over specific
flowgates. It includes a database of all interchange transactions and a matrix of the
distribution factors for the Eastern I nterconnection.
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significant problems with the IDC that IRO-006-4 does not address: (1) the generation
and load datarelied on by the IDC is static, with no requirement that it be regularly
updated or accurately reflect real-time conditions; and (2) the IDC methodology does not
curtail certain schedules or determine native network load obligations accurately in some
cases, leading to a discriminatory assignment of reliability obligations. NRG urges the
Commission to direct NERC to modify the IDC to base its curtailment decisions on
accurate native load information and to base them consistently on local load and
generation amounts.

19.  Further, NRG states that thereis a gap in the proposed TLR procedures that allows
certain non-firm transactions to escape curtailment prior to theissuance of aLevel 5 TLR
(i.e., curtailment of firm transactions and firm native load). NRG reiterates its concerns
in its comments on NERC'’ s September 11, 2008 filing in this proceeding.

20. ISO/RTO Council suggests that the Commission clarify that, although TLR should
not be ruled out as a congestion management tool, NERC should address the use of more
sophisticated tools to respond to the impacts that loop flow and the lack of transparency
in non-RTO regions can have on congestion management at the “seams.”

b. Commission Deter mination

21.  The above comments on suggested improvements to the TLR procedure are
beyond the scope of this proceeding, which pertains to the separation of business

practices from the ERO’s TLR procedure and implementation of the Commission’s
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directives set forth in Order No. 693." We note, however, that the ERO indicated in its
December 21, 2007 filing that it has a three-phase plan to improve the TLR procedures,
and the third phase will consist of “a complete redrafting to incorporate enhancement and
changes beyond the separation of reliability and business practice issues.”*> Therefore,
the phase three proceeding would provide a proper forum for commenters to raise their
concerns. The Commission believes that NRG and other commenters raise valid issues
and urges the commenters to raise—and expects the ERO to consider—these mattersin
an appropriate proceeding. We also note that NERC statesit is currently updating the
IDC to more accurately determine the impacts of native load and network service.*®

B. Requirement R1

22.  Requirement R1 of IRO-006-4 provides, in part:

R1. A Rdiability Coordinator experiencing a potential or actual SOL or
IROL violation within its Reliability Coordinator Areashall, with its
authority and at its discretion, select one or more procedures to provide
transmission loading relief. These procedures can be a“local” (regional,
interregional, or sub-regional) transmission loading relief procedure or one
of the following Interconnection-wide procedures:

' NERC's commentsin reply to NRG, as well as Constellation’s and, in their joint
supplemental pleading, Lafayette and LEPA’s comments relating to the TLR procedure
are likewise beyond the scope of this proceeding.

> NERC December 21, 2007 Filing at 7. Moreover, pursuant to the ERO’s Rules
of Procedure, acommenter can submit a Standard Authorization Request to the ERO to
propose revisions to a Reliability Standard.

1° See NERC September 11, 2008 Response at 10.
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R1.1 The Interconnection-wide Transmission Loading Relief (TLR)
procedure for use in the Eastern Interconnection is provided in Attachment
1-IRO-006-4. The TLR procedure alone is an inappropriate and ineffective
tool to mitigate an IROL violation due to the time required to implement
the procedure. Other acceptable and more effective procedures to mitigate
actual IROL violationsinclude: reconfiguration, redispatch, or load
shedding.

Below, we address three concerns regarding Requirement R1: (1) use of the TLR
procedure in conjunction with other procedures to mitigate an IROL violation; (2) use of
the TLR procedure to mitigate an actual IROL violation isaviolation of the Reliability
Standard; and (3) use of demand-side management as an effective procedure to mitigate
IROL violations.

1. Use of TLR Procedurein Conjunction with Other Proceduresto
Mitigate an IROL Violation

a. Final Rule Discussion

23. IntheFina Rule, the Commission did not approve or remand IRO-006-4 but
rather directed the ERO to submit afiling addressing the Commission’ s concerns
regarding Requirements R1 and R1.1 of the Reliability Standard.'” Specifically, the Final

Rule explained that, consistent with the Final Blackout Report,'® Order No. 693 directed

17 Order No. 713, 124 FERC 61,071 at P 46-50.

18 See U.S.-Canada Power System Outage Task Force, Final Report on the August
14, 2003 Blackout in the United States and Canada: Causes and Recommendations, at
163 (April 2004) (Final Blackout Report), available at
http://www.ferc.gov/industries/el ectric/indus-act/blackout.asp. Recommendation 31 of
the report provides that NERC should “[c]larify that the [TLR] process should not be
used in situations involving an actual violation of an Operation Security Limit.”
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NERC to develop a modification to the TLR procedure that the Commission accepted in
IRO-006-3 that “(1) includes a clear warning that the TLR procedure is an inappropriate
and ineffective tool to mitigate actual IROL violations and (2) identifies in a Requirement
the available alternatives to mitigate an IROL violation other than use of the TLR
procedure.”*®

24.  Inits December 2007 filing, NERC stated that it modified the Reliability Standard
In response to the Order No. 693 directive. In particular, the ERO modified Requirement
R1.1 of IRO-006-4 to provide that “[t]he TLR procedure [for the Eastern
Interconnection] alone is an inappropriate and ineffective tool to mitigate an IROL
violation due to the time required to implement the procedure.” (Emphasis added.)

25.  In Order No. 713, the Commission queried whether the language of Requirements

R1 and R1.1 are adequate to satisfy the concern of the Final Blackout Report and Order

No. 693 that the TLR procedure not be used in response to an actual IROL violation. The
Commission explained:

An entity is not prevented from using the TLR procedure to avoid a
potential IROL violation before aviolation occurs. If, whileaTLR
procedureisin progress, an IROL violation occurs, it is hot necessary for
the entity to terminate the TLR procedure. However, the Commission
believesthat it isinappropriate and ineffective to rely on the TLR
procedure, even in conjunction with another tool, to address an actual IROL
violation.[*]

19 See Order No. 693, FERC Stats. & Regs. 31,242 at P 577, 964.
20 Order No. 713, 124 FERC {61,071 at P 49.
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Accordingly, the Commission directed the ERO to explain Requirements R1 and R1.1 of
IRO-006-4 in light of this concern.

b. NERC Responsive Filing

26. NERC responds that the most immediate reliability goal is the mitigation of the
IROL violation. NERC states that there are four acceptable options to respond to an
IROL violation: inter-area redispatch, intra-area redispatch, reconfiguration of the
transmission system, and voluntary or involuntary reductionsin load. According to
NERC, Requirement R1.1 of IRO-006-4 identifies these options as “reconfiguration,
redispatch, or load shedding.”

27.  Further, NERC believes that taking concurrent action, i.e., using TLR in
conjunction with one of the above operation actions, “can result in positive outcomes.” **
NERC agrees with the Commission that the use of TLR prior to an actual IROL violation
is an acceptable practice. NERC also agreesthat a TLR should not be terminated
following the occurrence of an IROL violation if the TLR procedure was already in
progress. However, NERC points out that it isimpossible to decouple the TLR actions of
the previous hour from those of the current hour. According to NERC, the progressive

nature of TLR requires constant management to ensure that reliability and open access

are maintained. NERC maintains that the Commission should endorse a situation where,

! NERC September 11, 2008 Response at 4.
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on acontinuing basis, a TLR can be reissued for a constrained facility in order to assist in
providing relief, in addition to the more immediate operator actions taken to alleviate the
actual overload. NERC disagrees that all interchange transactions should be frozen at
current levels while any new transactions are held, because this could result in
aggravation of the IROL violation from an increase in native load and/or parallel flows.
For similar reasons, NERC aso believesit is inappropriate to let the curtailments issued
for the current hour expire and not reissue the TLR, because this practice al'so could
aggravate the IROL violation, as the single-hour established curtailments would expire
and transactions would be rel oaded.

28. NERC aversthat the intent of the Commission’s directiveisthat, should an entity
experience an actual IROL violation, that entity should not invoke the TLR process with
the belief that the IROL violation will be mitigated by the TLR within an acceptable
timeframe. NERC contends, however, that any standard that would require areliability
coordinator to explicitly not use TLR as one of thetoolsit has in responding to an actual
IROL violation could compromise reliability, open access, or both. NERC statesthat it is
appropriate for an entity to use the TLR process in response to an actual IROL, provided
such use is a complementary action to other operator actions employed to mitigate the
IROL violation more expeditiously and, as such, invoking TLR is not the only action

taken.
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29. NERC provides examples of use of TLR in conjunction with other acceptable
options to provide a more rapid and effective return from emergency conditions. For
example, NERC states that if an entity redispatches generation and invokesa TLR at the
same time in response to an actual IROL violation, that entity may utilize the generation
to respond immediately to mitigate the violation and bring the flow below the IROL, then
reduce the generation once the TLR is able to effectively and more equitably address the
Issue.

C. Comments on NERC Responsive Filing

30.  Southern agrees with NERC' s explanation regarding the ways in which a
reliability coordinator may use the TLR procedure. Southern believesthat the TLR
procedure, when used in conjunction with reconfiguration, redispatch, or load shedding,
Is an indispensable means for providing relief for constrained facilities. Southern
comments that any revision to Reliability Standard IRO-006-4 should be developed
through the Reliability Standards devel opment process.

31. ISO/RTO Council commentsthat it generally agrees with the sequencing of TLR
procedures as explained by NERC. While ISO/RTO Council supports limiting the wide-
scale use of TLR as a congestion management tool, it believes that the Commission’s
interpretation may draw too fine alinein “hard wiring” a particular sequence of the use

of TLRs. It agreeswith NERC that “it is impossible to decouple the actions of the
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previous hour from those of the current hour,” and urges the Commission to avoid
placing artificial barriers in the sequencing of the use of the TLR procedure.

d. Commission Deter mination

32. The Commission is satisfied with the ERO’ sresponse. We agree with the ERO
that acceptable immediate actions to mitigate an IROL violation may include one or more
of thefollowing: inter-arearedispatch, intra-area redispatch of generation,
reconfiguration of the transmission system, and voluntary or involuntary load reductions.
When an IROL violation occurs, the reliability coordinator should use the above tools
appropriate to the circumstance and duration of the actual IROL violation for mitigation.
33.  We understand from its explanation that the ERO agrees that use of the TLR
procedure is not one of the acceptable immediate actions to mitigate an IROL violation.
Rather, use of the TLR procedure is complementary to, and may be used in conjunction
with, the identified tools to mitigate an IROL violation, provided that the action to
implement the TLR procedure does not interfere with or delay an entity taking the
immediate action required to mitigate the IROL violation.?? The Commission

understands thisis the intent of the language in Requirement R1.1 that “[t]he TLR

%2 The ERO states that “it is appropriate for an entity to use the TLR processin
response to an actual IROL, provided that it is a complementary action to other operator
actions employed to mitigate the IROL violation more expeditiously and, as such,
invoking TLR is not the only action taken.” NERC September 11, 2008 Response at 5
(emphasis added).
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procedure alone is an inappropriate and ineffective tool to mitigate an IROL violation due
to the time required to implement the procedure.”

34. The Commission reiterates that the use of a TLR is not required to be terminated
following the occurrence of an IROL violation if the TLR procedure was already in
progress prior to exceeding the IROL. Thus, if an IROL is exceeded after aTLR
procedure isin progress, the reliability coordinator does not need to revoke the TLR.
Moreover, in the event that a potential IROL violation progresses to an actual IROL
violation near the top of the hour and a TLR is aready in progress, it is acceptable for the
reliability coordinator to reissue the TLR to prevent reloading or exacerbating
interchange schedules, while more immediate actions are taken to relieve the IROL
violation.

35.  During an actual IROL violation, the primary concern of the reliability coordinator
should be to mitigate the violation immediately. Because the TLR procedure may take an
extended time to fully implement, it is not acceptable for areliability coordinator to
invoke the TLR process with the belief that the IROL violation will be mitigated by the
TLR. Therefore, during an actual IROL violation, areliability coordinator should initiate
more immediate actions to relieve the IROL violation before initiating a TLR and at no
point should implementing a TLR divert operator resources or delay implementation of
more immediate IROL mitigation actions. In accord with this understanding, we find

Requirement R1.1 consistent with the Final Blackout Report and Order No. 693.
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36. Asdiscussed above, based on the ERO’ s response we believe that our
understanding of Requirement R1.1 comports with that of the ERO. While IRO-006-4,
Requirement R1.1, should be implemented and enforced with the above understanding,
we believe that the term “alone” in the provision could be improved to more precisely
convey that it isaviolation of Requirement R1.1 to rely on the TLR procedure when an
entity isin the process of mitigating an IROL violation and the entity has not taken more
immediate and effective meansto achieverelief. Accordingly, pursuant to section
215(d)(5) of the FPA, the Commission directs the ERO to develop a modification of
Requirement R1.1 with respect to the term “aone,” consistent with this discussion.

2. Useof TLR Procedure Aloneto Mitigate an IROL Violation

37. Inthe NOPR, the Commission proposed to approve the Reliability Standard based
on the interpretation that using a TLR procedure alone to mitigate an actual IROL
violation isaviolation of the Reliability Standard.”

a. Comments

38. ISO/RTO Council objectsto the Commission’s proposal to approve the proposed
Reliability Standard IRO-006-4 based on the interpretation that using a TLR alone to
mitigate an IROL violation isaviolation of the Reliability Standard. ISO/RTO Council
expresses concern that the ERO has procedures for interpreting Reliability Standards and

those procedures may be eroded through after-the-fact Commission interpretation without

% NOPR, FERC Stats. & Regs. 132,632 at P 48.
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the opportunity for NERC stakeholder review. 1SO/RTO Council urges greater deference
to following the Commission-approved NERC process for the interpretation of Reliability
Standards. Should that process prove too time-consuming, |SO/RTO Council suggests
that the Commission revisit the process itself rather than undertaking de facto
amendments to it by interpreting the Reliability Standard in ways not addressed through
the NERC stakeholder process.

b. Commission Deter mination

39. Thisissueraised in the NOPR is somewhat overtaken by the further Commission
inquiry in the Final Rule regarding the appropriate tools for mitigating an IROL violation
and our discussion immediately above on thisissue. Aswe state above, IRO-006-4,
Requirement R1.1, should be “implemented and enforced” based on our understanding in
this order of the issue.

40. Inany case, we adopt our NOPR proposal and approve Reliability Standard IRO-
006-4 with the understanding that using a TLR procedure to mitigate an actual |ROL
violation is aviolation of the Requirement R1.1 of the Reliability Standard, as discussed
above. While ISO/RTO Council raises procedural concerns regarding the Commission’s
interpretation, neither ISO/RTO Council nor any other commenter expresses concern

regarding the substance of the Commission’ sinterpretation. Further, the Commission
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previously has determined—or interpreted—when aviolation of a Reliability Standard
would occur.?*

3. Use of Demand-Side M anagement to Mitigate | ROL Violations

41. Inajoint concurrence to the NOPR, then-Commissioner Wellinghoff and
Commissioner Kelly noted that demand-side management is not explicitly included in
Requirement R1.1 of IRO-006-4 among the acceptable tools to mitigate an IROL
violation. The concurrence noted that nothing in the Reliability Standard precludes the
use of demand-side management that can quickly respond to emergencies and discussed
available demand-side management technol ogies currently used that may be deployed as
readily, if not faster, than involuntary load shedding. The joint concurrence expressed a
preference to expressly include demand-side management among the list of tools to
mitigate IROL violations, set forth in Requirement R1.1.

a. Comments

42. NERC commentsthat it did not intend the list of tools in Requirement R1.1 for
addressing IROL violations to be an exhaustive list; effective demand-side response
could also be considered.

43.  Alcoacomments that demand-side management should be included in the list of

aternatives to the TLR procedure in IRO-006-4. Alcoaclaimsthat its smelters have

4 N. Am. Elec. Reliability Corp., 119 FERC 61,321, at P 10 (2007) (“A
vegetation-related transmission outage would result in aviolation of Requirement R1, R2
or both.™).
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demonstrated an ability to curb demand to assist in TLR efforts and aleviate IROL
violations. In addition, Alcoa claims that in some instances load may be able to respond
to IROL violations more quickly and effectively than generation reserves. According to
Alcoa, flexible loads served at transmission voltages are most effective for immediate
demand response to IROL violations.

44.  I1SO/RTO Council comments that IRO-006-4 does not preclude reliance on
demand-side management that can respond quickly to emergencies. It believesthat the
Reliability Standards should be resource-neutral in their application. 1SO/RTO Council
states that, consistent with Order No. 693, so long as a resource can address system
conditions, it should be recognized in the Reliability Standards as a tool upon which the
system operator can rely. 1SO/RTO Council also notes initiatives by NERC and NAESB
to develop rules for classifying demand-side management and identifying methods for
measurement and verification.

b. Commission Deter mination

45.  Itisclear from the comments of the ERO, Alcoa, and ISO/RTO Council that the
Reliability Standard includes effective demand-side management as atool to mitigate an
IROL violation pursuant to Requirement R1.1 of IRO-006-4. In its September 11, 2008
filing, the ERO states that there are four acceptable options to respond to an IROL
violation: inter-area redispatch, intra-area redispatch, reconfiguration of the transmission

system, and voluntary or involuntary reductionsin load. The ERO further explains that
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the reference in Requirement R1.1 to “load shedding” refersto voluntary or involuntary
reductionsin load.® Thus, as clarified by NERC, Requirement R1.1 allows the use of
effective demand-side management as one tool to mitigate an IROL violation. The

Commission will implement and enforce this Reliability Standard as clarified by NERC.

C. Violation Risk Factors

46.  Inthe NOPR, the Commission proposed to direct the ERO to modify the violation
risk factors assigned to Requirements R1 through R4 by raising them to “high.” This
proposal was based on the Commission’s guidelines for evaluating validity of violation
risk factor assignments.?® In particular, the Commission reasoned that a“high” violation
risk factor assignment for Requirements R1 through R4 is consistent with findings of the

Final Blackout Report.?’

> NERC September 11, 2008 Response at 4.

% The guidelines are: (1) consistency with the conclusions of the Blackout
Report; (2) consistency within a Reliability Standard; (3) consistency among Reliability
Standards; (4) consistency with NERC' s definition of the violation risk factor level; and
(5) treatment of requirements that co-mingle more than one obligation. The Commission
also explained that this list was not necessarily all-inclusive and that it retains the
flexibility to consider additional guidelinesin the future. A detailed explanation is
provided in North American Electric Reliability Corp., 120 FERC 161,145, at P 8-13
(2007).

2" Recommendation 31 states, “Clarify that the transmission loading relief (TLR)
process should not be used in situations involving an actual violation or an Operation
Security Limit.” Final Blackout Report at 163.
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1. Comments

47. NERC, IESO, and ISO/RTO Council urge the Commission to adopt the violation
risk factors proposed by NERC. NERC contends that the Commission’s reliance on the
violation risk factors for IRO-006-3, Requirements R1 through R4, submitted in 2007 is
not appropriate.® NERC explains that the violation risk factors submitted in the current
proceeding for IRO-006-4 received significant industry review and scrutiny, which was
not the case with the 2007 submission.

a. Violation Risk Factorsfor Reguirement R1

48. NERC agrees with the Commission that Requirements R1.1 through R1.3 are
explanatory text and that a violation risk factor need not be assigned to each subsection.
However, NERC, ISO/RTO Council, and IESO disagree with the Commission’ s proposal
to direct the ERO to raise the violation risk factor from “medium” to “high.”

49.  Specifically, NERC and ISO/RTO Council disagree with the Commission’s
statement that a“high” violation risk factor assignment is consistent with the findings of

the Final Blackout Report. According to NERC, the main thrust of Recommendation 31

in the Final Blackout Report (regarding the use of TLR in response to actual violations)

has been addressed in Requirement R1.1 of the Reliability Standard and does not warrant

a“high” violation risk factor designation. 1SO/RTO Council contends that the Final

8 See NOPR, FERC Stats. & Regs. 132,632 at P 51 (noting that the
corresponding requirements in the earlier Commission-approved version of the
Reliability Standard were assigned a*“high” violation risk factor).
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Blackout Report does not identify and rank the associated risk of not implementing each

recommendation. 1SO/RTO Council claims that the Final Blackout Report

Recommendation 31 simply focuses on reliability coordinators using tools other than
TLRsfor areal-time emergency.

50.  Further, NERC contends that IRO-006-4, Requirement R1 and its sub-
requirements are procedural in nature, because they focus on how relief is achieved rather
than on whether relief isachieved. NERC recognizes that “the result of an ineffective
application of this requirement could impact the electrical state of the grid.”?° However,
NERC posits that IRO-005-1, Requirement R5 is the principal source of the reliability
coordinator’s obligation to relieve actual or potential IROL violations. For these reasons,
NERC believes Requirement R1 merits a“medium” violation risk factor.

51. IESO agrees with NERC' s assessment that Requirement R1 is administrativein
nature. |ESO states that Requirement R1 provides the initiating reliability coordinator
options from which to choose to relieve transmission constraints, and it becomes a
reliability requirement only when areliability coordinator chooses an interconnection-
wide procedure as one of the meansto relieve transmission constraints. |[ESO explains
that if areliability coordinator chooses other control actions but not an interconnection-

wide TLR procedure to prevent or mitigate an IROL violation, this Reliability Standard

2 NERC Comments at 19. Unless otherwise indicated, citations to parties
comments refer to comments filed after the NOPR, prior to the Final Rule.
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will not apply, and the reliability coordinator will not be subject to the requirementsin
the standard. Further, IESO contendsthat if areliability coordinator chooses to apply an
i nterconnection-wide procedure and the requirements stipulated therein are not complied
with, there is a potential risk on the control and operation of the system, because non-
compliance with the TLR procedure may affect other actions that are also being applied
to prevent or mitigate an IROL violation.

52. IESO and ISO/RTO Council disagree with the Commission’s statement that, if the
reliability coordinator chooses an unapproved and ineffective procedure for relief or fails
to choose a procedure entirely, potential or actual IROL violations will not be mitigated
as intended by the reliability coordinator.*® According to IESO and 1SO/RTO Council,
with or without the interconnection-wide relief procedure, reliability coordinators and
transmission operators are required by other Reliability Standards such as TOP-002,
TOP-004, and IRO-005 to apply local control actions and procedures to prevent and
mitigate SOL and IROL violations.

53. ISO/RTO Council aso favorsa“medium” violation risk factor assignment for
Requirement R1, stating that interconnection-wide procedures are only one tool in the

toolbox to restore system integrity.

% See NOPR, FERC Stats. & Regs. 132,632 at P 52.
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b. Violation Risk Factorsfor Reguirement R2

54.  NERC does not believe that areliability coordinator could successfully implement
alocal procedure to which the particular transmission operator is not a party. Inany
event, NERC does not believe that the implementation of such a procedure would in itself
create a“high” reliability risk. NERC statesthat if the reliability coordinator were able to
achieve therelief, then it would be considered as having the lesser infraction of using the
wrong tools to achieve the correct results. Further, it statesthat if such a procedure did
not provide the required relief, the reliability coordinator would be in violation of IRO-
005-1, Requirement R5. NERC claims this requirement is focused on “how” therelief is
provided, not “whether” therelief is provided. In addition, NERC states that the use of a
local procedure isimplemented at the discretion of the reliability coordinator and is not
obligatory. Accordingly, NERC believes that aviolation risk factor of “lower” is
appropriate.

55.  IESO arguesthe intent of Requirement R2 isto ensure that areliability
coordinator who initiates actions to relieve transmission constraintsin a transmission
operator’ s area applies the actions that are either totally local to the transmission
operator’s area or which have been developed by the transmission operator jointly with
other transmission operators. |ESO states that choosing which proceduresto relieve
transmission constraints is an administrative requirement since the reliability coordinator,

having the authority to ensure wide areareliability, may apply any procedures that it
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deems necessary to relieve transmission constraints. 1ESO contends that in the event the
reliability coordinator applies arelief procedure to which the constrained transmission
operator is not a party, it should not be a presumption that prevention or mitigation of an
IROL violation will not be achieved since the reliability coordinator is obligated to
ensure operating reliability through compliance with IRO-005-1. For these reasons,
IESO believes that Requirement R2 is administrative and deserves a*“lower” violation
risk factor.

56. IESO disagrees with the Commission assessment that “[v]iolation risk factors
should not be assigned differently for requirements in separate Reliability Standards
based on compliance with another Reliability Standard,” on the basis that “[tjwo
requirements either achieve separate reliability goals and, therefore, violation of them
represents independent risks, or two requirements share the same reliability goal.”*!

|ESO states that, while the IRO-005-1 requirements and the TLR requirements share the
same reliability goal, the latter isin fact subordinate to the former. Thus, IESO maintains
that there should not be two simultaneous “high” risk penalties assessed for areliability

coordinator for failing to comply with the TLR procedure of Requirements R1 or R2 and

for failing to prevent or mitigate an IROL violation as required in IRO-005-1.

31 |ESO Comments at 8 (quoting NOPR, FERC Stats. & Regs. 132,632 at P 53).
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C. Violation Risk Factorsfor Reqguirement R3

57. NERC maintains that Requirement R3 is focused on the procedural aspects of the
Reliability Standard, i.e., how the relief is provided rather than whether the relief was
provided. NERC arguesthat if the entity is able to achieve the relief through other means
that were not pre-approved, then it would have committed an administration violation of
using the wrong tools to achieve the correct results. According to NERC, if such a
procedure did not provide the required relief, the reliability coordinator would bein
violation of IRO-005-1, Requirement R5. For reasons similar to those provided for
Requirement R2, IESO agrees with NERC that Requirement R3 is administrative and
deserves a“lower” violation risk factor.

d. Violation Risk Factorsfor Requirement R4

58. NERC clamsthat aviolation of Requirement R4 is “a specific kind of violation of
the INT family of Reliability Standards that is being caused by areliability coordinator’s
inaction, resulting in an imbalance in one or both of the interconnections involved.” 32
NERC comments that Requirement R4 complements the INT group of Reliability
Standards in the same fashion as Requirement R5, which the Commission supported with
aviolation risk factor of “medium.” ESO concurs with NERC'’ s assignment of a

“medium” violation risk factor to Requirement R4. |ESO reasons that complying with

the provisions of the interconnection-wide procedure of theinitiating reliability

%2 NERC Comments at 21-22.
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coordinator is no more stringent than complying with the request for relief based on the
TLR procedure within the same interconnection, the latter being the requirement in R1.

2. Commission Deter mination on Violation Risk Factors

59.  For the reasons stated in the NOPR and as discussed below, the Commission
directs the ERO to modify the violation risk factors of Requirements R1 through R4 of
IRO-006-4 to “high.”

60. The Commission disagrees with NERC and others and finds that it is appropriate

to use the Final Blackout Report as a basis for setting violation risk factors of the

proposed Reliability Standard at “high” for several reasons. The Final Blackout Report is

the result of the U.S-Canada Task Force' sinvestigation of the August 14, 2003 blackout
where the Task Force identified contributing factors and causes that put the Bulk-Power

System at risk for that event. Specifically, the Final Blackout Report identified an

attempt to use the TLR process to address transmission power flows without recognizing
that the imposition of a TLR procedure would not solve the problem as one contributing
cause for the initiation of the blackout of August 2003. Based on its findings, the Task
Force devel oped recommendations to reduce the possibility of future outages and to
reduce the scope of future blackouts that may nonetheless occur.®®* Thus, the Task Force

developed Recommendation No. 31 to prevent theinitiation of a TLR procedure during

% Final Blackout Report at 20.
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an actual violation of an SOL.** Since the Final Blackout Report was developed to

document the August 14, 2003 blackout’ s contributing factors and causes, which include
specific violations of then voluntary reliability policies, guidelines, and standards, the

Commission believesit is appropriate to use the findings of the Final Blackout Report as

one of the guidelines for the determination of arequirement’s violation risk factor.

Specifically, the Commission believes the findings of the Final Blackout Report are

particularly relevant in the determination of violation risk factors of then-voluntary
reliability policies, guidelines, and standards identified as causes and factors of the
August 14, 2003 blackout that the ERO proposes as mandatory Reliability Standards,
such as IRO-006-4. The Commission also disagrees for the same reasons with

commenters that argue the Final Blackout Report does not identify and rank the

associated risk of not implementing each recommendation.

61. Whilewe agree that Requirement R.1.1 discourages the use of a TLR to mitigate a
real-time IROL violation, Requirement R1.1, is merely explanatory text. Itis
Requirement R1 that establishes that the reliability coordinator shall choose one or more
of the procedures, listed as sub-requirements, to provide the appropriate transmission
relief. The selection of a procedure to provide relief to address a potential or actual SOL

or IROL violation is directly relevant to Final Blackout Report Recommendation No. 31.

% 1d. at 163.
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If an inappropriate procedure is selected in an attempt to mitigate an IROL, the Bulk-
Power System is vulnerable to cascading outages, as was the case on August 14, 2003.
62. The Commission is not persuaded by NERC' s argument relative to “using the
wrong tools to achieve the correct results’ in the assignment of a requirement’s violation
risk factor. Contrary to this argument, the Commission has recognized that there may be
some Reliability Standards where the means, or the “how,” isinextricably linked to the
effectiveness of the Reliability Standard.*® We find that thisis the case here. The
Commission has explained that the inclusion of implementation practices within
requirements of such a standard is to reduce uncertainty and further objectives that foster
reliability which, if violated, would pose increased reliability risk to the Bulk-Power
System.*

63. Similarly, NERC' s argument that, if the reliability coordinator were able to
achieve therelief desired without complying with Requirement R1, it would be
considered as having the lesser infraction of using the wrong tools to achieve the correct

resultsis also flawed. The purpose of the violation risk factor isto accurately portray the

% Rules Concerning Certification of the Electric Reliability Organization; and
Procedures for the Establishment, Approval, and Enforcement of Electric Reliability
Standards, Order No. 672, FERC Stats. & Regs. 131,204, at P 260; see also id., Order
No. 672-A, FERC Stats. & Regs. 131,212 (2006).

% N. Am. Elec. Reliability Corp., 121 FERC 1 61,179, at P 15 (2007).
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risk a violation poses to the Bulk-Power System,*” notwithstanding a violator' s avoidance
of reliability problemsin a particular case by using an unreliable operation. This
Commission determination is relevant to arguments that a*high” violation risk factor is
not appropriate because the subject requirement overlaps other requirements, duplicates
other requirements, or could be implemented by alternative means. The Commission has
previously determined that NERC should address those issues through the Reliability
Standard development process.*®

64. The Commission aso disagrees with the characterization of Requirements R1, R2,
and R3 as procedural choices without reliability-related consequences. For example,
failure to implement Requirement R1, i.e., failure to select one or more procedures to
provide transmission relief, is not just a procedural or administrative choice; itisa
decision that has the potential to place the Bulk-Power System at risk of cascading
outages. Although commenters argue that a violation of Requirement R2 is essentially
administrative in nature and that the prevention or mitigation of the potential or actual
SOL or IROL may be achieved through compliance with another Reliability Standard,
which would justify a“lower” violation risk factor, the Commission disagrees.

Requirements R1 through R4 require that a reliability coordinator choose and follow the

371d. P 16.
% 1d, P 30.
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appropriate procedure to provide relief. If the reliability coordinator chooses an
unapproved and/or ineffective procedure for relief or failsto choose a procedure entirely,
potential or actual IROL violations will not be mitigated as intended by the reliability
coordinator. Therefore, the Commission finds that violation of Requirements R1 through
R4 present ahigh reliability risk to Bulk-Power System. Assigning a*“high” violation

risk factor to Requirements R1 through R4 is consistent with the Final Blackout Report.

65. A violation risk factor represents the reliability risk aviolation of that requirement
presents to the Bulk-Power System. Violation risk factors should not be assigned
differently for requirements in separate Reliability Standards based on compliance with
another standard. This assessed reliability risk isindependent and not contingent upon
compliance with other requirements of Reliability Standards. While the Commission
recogni zes the complementary nature of proposed Reliability Standard IRO-006-4,
Requirement R1 and Reliability Standard IRO-005-1, Requirement R5, the fact that
requirements may share the same reliability objective as another requirement does not
justify lowering one or more of the requirements’ violation risk factors. In fact, the
Commission expects the assignment of violation risk factors corresponding to

requirements that address similar reliability goalsin different Reliability Standards to be
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treated comparably.* The Commission notes that Reliability Standard |RO-005-1,
Requirement R5, is assigned a“high” violation risk factor.

66. Further, the argument that a“lower” violation risk factor assigned to Requirement
R1 is appropriate since Requirement R1 is administrative in nature (because it provides
theinitiating reliability coordinator with options to choose among available procedures
and only becomes a reliability requirement when areliability coordinator chooses an
Interconnection-wide procedure) isflawed. First, the fact that a requirement provides
“options” does not automatically make that requirement administrative. It isthe potential
reliability risks the failure to take options mandated by the requirement presents to the
Bulk-Power System that determines that requirement’ s violation risk factor. Second,
requirements become mandatory and enforceable reliability requirements only after
Commission approval and not after any action, or inaction, by an applicable entity.

67. For the same reasons explained above, the Commission disagrees with comments
that Requirement R3 focuses on procedural aspects of the Reliability Standard founded
on the arguments that the requirement related to “how” the relief is provided rather than
“whether” the relief was provided, where the “wrong tools’ were used to achieve the

“correct results.” Even if an entity, having violated a Reliability Standard, achieves

% N. Am. Elec. Reliability Corp., 119 FERC { 61,145, at P 25 (2007).
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correct results, the entity’ s success should be attributed to a matter of chance and may be
more risky than the operation set forth in the Reliability Standard.

68. IESO’'s comment that there should not be two simultaneous “high” risk penalties
assessed to areliability coordinator who fails to comply with the TLR procedure of
Requirements R1 and R2 is outside the scope of this proceeding. The determination of
monetary penalties for aviolation of arequirement is a compliance issue, which is best
addressed in the context of a compliance proceeding.*

69. Wedo not agree that aviolation of Requirement R4 is a specific type of violation
of the INT Reliability Standards as NERC and |ESO suggest. Requirement R4 requires a
reliability coordinator to comply with interconnection-wide curtailment procedures
whereas Requirement R5 requires reliability coordinators and balancing authoritiesto
adhereto INT standards that largely specify interchange scheduling procedures. Failure
to implement curtailment procedures poses a higher reliability risk, since it may place the
Bulk-Power System at risk of cascading outages, than failure to implement scheduling
procedures; therefore, it should receive a*“high” violation risk factor.

3. Commission Deter mination on Violation Severity L evels

70. The ERO’'s December 21, 2007 filing included proposed violation severity levels

corresponding to the requirements of IRO-006-4. Violation severity levels, which the

0 \We note that section 3.10 of NERC' s Sanction Guidelines addresses multiple
violations related to a single act or common incidence of noncompliance.
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ERO or the Regional Entity will apply to establish aninitial base penalty range when
assessing a penalty for the violation of a Reliability Standard, constitutes a post-violation
measurement of the degree to which a requirement was violated.** The Commission
accepts the violation severity levels proposed by the ERO that correspond to the
Requirements of Reliability Standard IRO-006-4.

71.  Further, in the Violation Severity Levels Order, the Commission directed the ERO
to submit a compliance filing certifying that it has reviewed each of the violation severity
level assignments for consistency with certain guidelines set forth in that order.** The
Commission also directed that the ERO either validate the existing violation severity
level designations or propose revisions to specific approved violation severity level
assignments where the ERO determines that such assignments do not meet the specified
guidelines. Consistent with the Violation Severity Levels Order, the Commission now
directs the ERO to review the violation severity levelsfor IRO-006-4. The ERO must
include in the compliance filing required by Ordering Paragraph (E) of the Violation
Severity Levels Order a certification that it has reviewed each violation severity level

assignment corresponding to the requirements of IRO-006-4 for consistency with certain

* See N. Am. Elec. Reliability Corp., 123 FERC 61,284, at P 3 (Violation
Severity Levels Order), order onreh’g, 125 FERC 61,212 (2008) (extending
compliance date).

2 See Violation Severity Level Order, 123 FERC 1 61,284 at P 41 and Ordering
Paragraph (E).
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guidelines (specifically, guidelines 2b, 3, and 4), validating the assignments that meet the
guidelines and proposing revisions to those that fail to meet the guidelines.

72.  Accordingly, with respect to the violation risk factors and severity levels, we
approve IRO-006-4 as mandatory and enforceable. In addition, we direct the ERO
submit a compliance filing within 60 days that revises violation risk factorsto “high” for
Requirements R1 through R4. The Commission approves the proposed violation severity
levels and requires the ERO to submit a compliance filing, as discussed above.

[11. Information Collection Statement

73.  The Office of Management and Budget (OMB) regulations require that OMB
approve certain reporting and recordkeeping (collections of information) imposed by an
agency.” The information contained here is also subject to review under section 3507(d)
of the Paperwork Reduction Act of 1995.* As stated above, the Commission previously
approved, in Order No. 693, Reliability Standard IRO-006, which isthe subject of this
supplemental final rule. Inthe NOPR, the Commission explained that the modifications
to the Reliability Standard are minor; therefore, they do not add to or increase entities

reporting burden. Thus, in the NOPR, the Commission stated that the modified

5 CFR 1320.11.
“ 44 U.S.C. 3507(d).
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Reliability Standard does not materially affect the burden estimates relating to the earlier
version of Reliability Standard IRO-006 presented in Order No. 693.%

74.  Inresponse to the NOPR, the Commission received no comments concerning its
estimate for the burden and costs and therefore uses the same estimate here.

Title: Modification of Interchange and Transmission Loading Relief Reliability
Standards; and Electric Reliability Organization Interpretation of Specific Requirements
of Four Reliability Standards.

Action: Proposed Collection

OMB Control No.: 1902-0244

Respondents. Businesses or other for-profit institutions; not-for-profit institutions

Freguency of Responses: On Occasion

Necessity of the Information: This Supplemental Final Rule approves one modified

Reliability Standard that pertains to transmission loading relief procedures. The
Supplemental Final Rule finds the Reliability Standard just, reasonable, not unduly
discriminatory or preferential, and in the public interest.

75.  Interested persons may obtain information on the reporting requirements by

contacting: Federal Energy Regulatory Commission, Attn: Michael Miller, Office of the

> See Order No. 693, FERC Stats. & Regs. 131,242 at P 1905-07. The NOPR,
FERC Stats. & Regs. 132,632 at P 76-78, provided a detailed explanation why each
modification has a negligible, if any, effect on the reporting burden.
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Executive Director, 888 First Street, NE, Washington, DC 20426, Tel: (202) 502-8415,
Fax: (202) 273-0873, E-mail: <michael.miller@ferc.gov>, or by contacting: Office of
Information and Regulatory Affairs, Office of Information and Regulatory Affairs, Attn:
Desk Officer for the Federal Energy Regulatory Commission (Re: OMB Control No.
1902-0244), Washington, DC 20503, Tel: (202) 395-4650, Fax: (202) 395-7285, E-
mail: <oira_submission@omb.eop.gov>.

V. Environmental Analysis

76.  The Commission isrequired to prepare an Environmental Assessment or an
Environmental Impact Statement for any action that may have a significant adverse effect
on the human environment.* The Commission has categorically excluded certain actions
from this requirement as not having a significant effect on the human environment.
Included in the exclusion are rules that are clarifying, corrective, or procedural or that do
not substantially change the effect of the regulations being amended.*” The actions

proposed herein fall within this categorical exclusion in the Commission’s regulations.

46 Regulations | mplementing the National Environmental Policy Act, Order
No. 486, FERC Stats. & Regs. 130,783 (1987).

718 CFR 380.4(a)(2)(ii).
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V. Requlatory Flexibility Act

77.  TheRegulatory Flexibility Act of 1980 (RFA)* generally requires a description
and analysis of final rulesthat will have significant economic impact on a substantial
number of small entities. The RFA mandates consideration of regulatory alternatives that
accomplish the stated objectives of a proposed rule and that minimize any significant
economic impact on a substantial number of small entities. The Small Business
Administration’s Office of Size Standards devel ops the numerical definition of a small
business. (See 13 CFR 121.201.) For electric utilities, afirmissmall if, including its
affiliates, it is primarily engaged in the transmission, generation and/or distribution of
electric energy for sale and its total e ectric output for the preceding twelve months did
not exceed four million megawatt hours. The RFA is not implicated by this Final Rule
because the minor modifications and interpretations discussed herein will not have a
significant economic impact on a substantial number of small entities,

V1. Document Availability

78.  Inaddition to publishing the full text of this document in the Federal Register, the

Commission provides all interested persons an opportunity to view and/or print the
contents of this document viathe Internet through FERC’ s Home Page

(http://www.ferc.gov) and in FERC' s Public Reference Room during normal business

4 5U.S.C. 601-12.
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hours (8:30 a.m. to 5:00 p.m. Eastern time) at 888 First Street, NE, Room 2A,
Washington, DC 20426.

79.  From FERC s Home Page on the Internet, thisinformation is available on
eLibrary. Thefull text of thisdocument is available on eLibrary in PDF and Microsoft
Word format for viewing, printing, and/or downloading. To access this document in
eLibrary, type the docket number excluding the last three digits of this document in the
docket number field.

80. User assistanceisavailable for eLibrary and the FERC' s website during normal
business hours from FERC Online Support at (202) 502-6652 (toll free at 1-866-208-
3676) or e-mail at <ferconlinesupport@ferc.gov>, or the Public Reference Room at (202)
502-8371, TTY (202) 502-8659. E-mail the Public Reference Room at
<public.referenceroom@ferc.gov>.

VII. Effective Date and Congressional Notification

81. The Supplemental Final Ruleis effective [insert date that is 30 days from

publicationin EEDERAL REGISTER]. The Commission has determined, with the

concurrence of the Administrator of the Office of Information and Regulatory Affairs of
OMB, that thisruleis not a“major rule” as defined in section 351 of the Small Business

Regulatory Enforcement Fairness Act of 1996.
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List of subjectsin 18 CFR Part 40

Electric power, Electric utilities, Reporting and recordkeeping requirements
By the Commission.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.

42
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Appendix A
NOPR Commenters®
Alcoalnc. (Alcoa)*
Constellation Energy Commodities Group, Inc. (Constellation)*
Independent Electricity System Operator of Ontario (IESO)*
ISO/RTO Council*

ITCTransmission; Michigan Electric Transmission Company, LLC; and ITC Midwest
LLC

L afayette Utilities and the Louisiana Energy and Power Authority (L afayette
and LEPA)*

North American Electric Reliability Corp. (NERC)*
NRG Companies (NRG)*
Southern Company Services, Inc. (Southern)
Appendix B
Commentsin Responseto NERC's September 11, 2008 Filing™
ISO/RTO Council
NRG

Southern

9 An asterisk (*) indicates that the commenter addressed Reliability Standard
IRO-006-4.

* M-SR Public Power Agency filed a motion to intervene without comments.
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130 FERC 161,032
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners. Jon Wellinghoff, Chairman;
Marc Spitzer, Philip D. Moeller,
and John R. Norris.

Modification of Interchange and Transmission Docket No. RM08-7-002
Loading Relief Reliability Standards; and Electric

Reliability Organization Interpretation of Specific

Requirements of Four Reliability Standards

ORDER NO. 713-B
ORDER DENYING REQUEST FOR REHEARING AND CLARIFICATION
(I'ssued January 21, 2010)

1. The NRG Companies, Electric Power Supply Association, and Constellation
Energy Commodities Group (collectively, Rehearing Parties) filed a joint request for
rehearing and clarification of Order No. 713-A, in which the Commission accepted
revisions to the North American Electric Reliability Corporation’s (NERC) transmission
load relief (TLR) requirements as set forth in Reliability Standard IRO-006-4." In this
order, we deny rehearing and clarification, as discussed below. While we conclude that
the concerns raised by the Rehearing Parties regarding a potential conflict between the
TLR Procedure and the curtailment priority provisions of the open access transmission
tariff are beyond the scope of the current proceeding, we believe that this issue merits
further inquiry and, therefore, are issuing a notice of inquiry proceeding in Docket

No. RM10-9-000 concurrently with this order.

l. Background

2. On December 21, 2007, NERC, the Commission-certified electric reliability
organization (ERO), submitted for Commission approval modifications to Reliability

! Modification of Interchange and Transmission Loading Relief Reliability
Sandards; and Electric Reliability Organization Inter pretation of Specific Requirements
of Four Reliability Standards, Order No. 713-A, 126 FERC { 61,252 (2009).
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Standard IRO-006-4 (Reliability Coordination — Transmission Loading Relief), known as
the TLR procedure.

3. Reliability Standard IRO-006-4 provides | nterconnection-wide transmission
loading relief procedures that can be used to prevent or manage potential or actual system
operating limit (SOL) or Interconnection reliability operating limit (IROL) violations.?
Reliability Standard IRO-006-4 modifies Reliability Standard IRO-006-3, which the
Commission approved in Order No. 693. In its December 2007 filing, NERC explained
that it modified the TLR procedure to “extract” business practices since these elements
are not related to reliability.* Further, the modified Reliability Standard includes changes
directed by the Commission in Order No. 693 related to the appropriateness of using the
TLR procedure to mitigate a violation of an IROL.

4, On July 21, 2008, the Commission issued Order No. 713, which, inter alia,
directed NERC to submit afiling explaining one aspect of the TLR procedure. On
September 11, 2008, NERC submitted aresponsive filing. On March 19, 2009, the
Commission issued Order No. 713-A, which approved Reliability Standard |RO-006-4.
In addition, Order No. 713-A directed the ERO to develop a modification to IRO-006-4,
pursuant to section 215(d)(5) of the Federal Power Act (FPA).> In response to comments
regarding competitive concerns and the application of the Interchange Distribution
Calculator (IDC),® the Commission concluded:

2 A SOL isthe value (such as MW, MVar, amperes, frequency, or volts) that
satisfies the most limiting of the prescribed operating criteriafor a specified system
configuration to ensure operation within acceptable reliability criteria. AnIROL isa
system operating limit that, if violated, could lead to instability, uncontrolled separation,
or cascading outages that adversely impact the reliability of the Bulk-Power System.

3 Mandatory Reliability Sandards for the Bulk-Power System, Order No. 693,
FERC Stats. & Regs. 131,242, order on reh’g, Order No. 693-A, 120 FERC 161,053
(2007).

* Seeinfra P 12 and accompanying note.
> 16 U.S.C. § 8240(d)(5) (2008).

® The IDC is a mechanism used by the reliability coordinators in the Eastern
Interconnection to calculate the distribution of interchange transactions over specific
flowgates. It includes a database of all interchange transactions and a matrix of the
distribution factors for the Eastern | nterconnection.
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The above comments on suggested improvementsto the TLR
procedure are beyond the scope of this proceeding, which
pertains to the separation of business practices from the
ERO’s TLR procedure and implementation of the
Commission’ s directives set forth in Order No. 693. We note,
however, that the ERO indicated in its December 21, 2007
filing that it has a three-phase plan to improve the TLR
procedures, and the third phase will consist of “acomplete
redrafting to incorporate enhancement and changes beyond
the separation of reliability and business practice issues.”
Therefore, the phase three proceeding would provide a proper
forum for commenters to raise their concerns. The
Commission believes that NRG and other commenters raise
valid issues and urges the commenters to raise—and expects
the ERO to consider—these matters in an appropriate
proceeding. We also note that NERC statesiit is currently
updating the IDC to more accurately determine the impacts of
native load and network service[’]

[, Reguest for Rehearing and Clarification

5. The Rehearing Parties argue that the Commission erred in approving |RO-006-4.
The Rehearing Parties state that the FPA requires the Commission to find a proposed
Reliability Standard just and reasonable and not unduly discriminatory or preferential, to
“ensure that proposed Reliability Standards are fair and that they do not adversely affect
competition.”® They contend that the Commission failed to apply this statutory standard,
finding the proposed Reliability Standard just and reasonable notwithstanding
inconsistent record evidence. Further, they contend that the Commission accepted the
Reliability Standard without considering its impact on competition. The Rehearing
Parties also dispute the Commission’ s finding that comments relating to competitive
concerns are beyond the scope, noting that “NERC presented the mandatory TLR
reliability rulesin this docket.”® The Rehearing Parties maintain that there is no evidence
that the Commission considered the effect of the proposed Reliability Standard on
competition, instead relying on NERC' s analysis.

 Order No. 713-A, 126 FERC {61,252 at P 21 (footnotes omitted).
® Request for Rehearing at 4 (citing FPA § 215(d), 16 U.S.C. § 8240(d) (2006)).
°1d. at 6.
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6. The Rehearing Parties next contend that the TLR Reliability Standard violates the
curtailment priorities established in Order Nos. 888'° and 890™ and the pro forma open
access transmission tariff (OATT), because the standard favors native network |oad
transactions over interchange transactions with respect to curtailment priority. They cite
to NRG’s comments in the underlying proceeding that point to problems with the IDC,
upon which the Reliability Standard relies to determine curtailments.® The Rehearing
Parties cite sections 13.6 and 14.7 of the Commission’s pro forma OATT for the
propositions that non-firm transmission services must be curtailed before firm
transmission services, and firm point-to-point and network integration transmission
service customers have an equal priority with the transmission provider’s use of the
system to deliver Network Resources to its native load.*® They maintain that, because of
itsreliance on the flawed IDC, the TLR standard would direct a Reliability Coordinator
to curtail afirm interchange transaction crossing over a constrained flowgate prior to
curtailing a non-firm native network load transaction across the same flowgate. Lastly,
the Rehearing Parties point out that the Commission has recognized such flaws in the
IDC and has directed NERC to address them.'* According to the Rehearing Parties,
earlier reformsto the TLR process and IDC have not remedied flaws that have been
identified.

7. The Rehearing Parties further contend that in the TLR Order the Commission
acknowledges that the TLR Reliability Standard is discriminatory. They contend that the

19 promoting Whol esale Competition Through Open Access Non-Discriminatory
Transmission Services by Public Utilities, Recovery of Stranded Costs by Public Utilities
and Transmitting Utilities, Order No. 888, FERC Stats. & Regs. 131,036 (1996), order
onreh’'g, Order No. 888-A, FERC Stats. & Regs. 131,048, order on reh’g, Order
No. 888-B, 81 FERC 161,248 (1997), order onreh’g, Order No. 888-C, 82 FERC
161,046 (1998), aff'd in relevant part sub nom. Transmission Access Policy Sudy Group
v. FERC, 225 F.3d 667 (D.C. Cir. 2000), aff'd sub nom. New York v. FERC, 535 U.S. 1
(2002).

! preventing Undue Discrimination and Preference in Transmission Service,
Order No. 890, FERC Stats. & Regs. 131,241, order on reh’g, Order No. 890-A, FERC
Stats. & Regs. 131,261 (2007), order on reh’ g, Order No. 890-B, 123 FERC {61,299
(2008) order on reh’g, Order No. 890-C, 126 FERC {61,228 (2009).

12 Request for Rehearing at 7 (citing NRG Comments at 12-16).
B,
1d. at 8 (citing N. Am. Elec. Reliability Corp., 85 FERC 1 61,353 (1998)).
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Commission erred in accepting the standard while conceding that the proposed TLR
process discriminates against certain market participants and that the issues raised by the
Rehearing Parties are valid.™> They specifically aver that the TLR Reliability Standard
discriminates against merchant generators and provides an unlawful preference for
transactions by load-serving entities. For example, they explain that the IDC does not
include power purchases by a host balancing authority in the native network load
curtailment cal culations, because native network load is calculated by taking into account
only those generation facilities owned by the host balancing authority. Thus, in this
example, transactions involving independent power producers are curtailed in favor of
transactions involving the host balancing authority.

8. Finaly, the Rehearing Parties contend that the Commission erred in not remanding
the TLR Reliability Standard back to NERC. Inresponseto NERC's estimation that its
efforts to improve the IDC will take two to five additional years, the Rehearing Parties
state that this“is simply too long for the Commission to wait to address the OATT
violations caused by the existing standard.”*®

9. The Rehearing Parties request that the Commission clarify that Order No. 713-A
directs NERC to revise the TLR Reliability Standard to address the issues raised by the
Rehearing Parties pursuant to section 215(d) of the FPA. Alternatively, the Rehearing
Parties seek rehearing and request the Commission to reject the Reliability Standard as
discriminatory and direct NERC to immediately develop a TLR process that addresses
the competitive concerns raised.

[11. Discussion

10. We deny the Rehearing Parties' request for rehearing and clarification. While the
Rehearing Parties reiterate the concerns raised in their earlier rulemaking comments, they
provide alimited response to the Commission’s conclusion that the issues raised are
beyond the scope of the immediate rulemaking proceeding. Namely, the Rehearing
Parties claim that “[b]ecause NERC presented the mandatory TLR reliability rulesin this
docket, there is no justification for finding that the Rehearing Parties' concerns are better
addressed in some other proceeding or that the Commission is not required to address
discrimination claims when approving a mandatory Reliability Standard.”*’

51d. at 9, 10 (citing Order No. 713-A, 126 FERC 1 61,252 at P 21).
%1d. at 11.
71d. at 6.



20100121- 3007 FERC PDF (Unofficial) 01/21/2010

Docket No. RM08-7-002 6

11.  Weare not persuaded by the Rehearing Parties’ argument. In Order No. 693, the
Commission approved Reliability Standard |RO-006-3 (Reliability Coordination —
Transmission Loading Relief)."® This approval made the TLR procedures mandatory
under section 215 of the FPA. Reliability Standard IRO-006-3 sets forth the entire TLR
process, including the application of the IDC.

12.  NERC ssubmission of therevised TLR procedure, as IRO-006-4, was limited in
scope. NERC explained that the filing addressed two specific matters, namely, the
separation of business practices that were “transferred” to a North American Energy
Standards Board (NAESB) business practice document™ and a prohibition regarding the
use of the TLR procedure to mitigate an actual IROL violation. All other provisions of
the modified TLR procedure, previously approved by the Commission in Order No. 693,
remain the same. The Commission disagrees with the Rehearing Parties that all issues
regarding any aspect of a previously-approved Reliability Standard must be addressed
when the Commission is presented with narrowly tailored modifications to the standard.
Thus, the Commission upholdsiits earlier conclusion that comments regarding
improvements to the Reliability Standard to address certain competitive issues are
beyond the scope of the immediate proceeding. Indeed, if the Commission were to grant
the Rehearing Parties' requested relief of remanding Reliability Standard IRO-006-4, the
previously approved version of the TLR procedure, IRO-006-3, would remain in effect
and enforceable, which would not resolve the competitive issues raised by the Rehearing
Parties.

13.  Further, we disagree with the Rehearing Parties’ claim that the Commission erred
in failing to reject Reliability Standard |RO-006-4 “even after conceding that the
proposed TLR process discriminates against certain market participants ....”%° Contrary
to the Rehearing Parties’ characterization, the Commission did not “concede” or, for that
matter, make any substantive finding or conclusion on the competitive issues raised by
commenters. Rather, consistent with the conclusion that the matters raised were beyond
the scope of the immediate proceeding, the Commission stated:

'8 See Order No. 693, FERC Stats. & Regs. 31,242 at P 960-964.

19 The Commission approved the NAESB TLR standard, WEQ-008, to coincide
with the effective date of Reliability Standard IRO-006-4. See Standards for Business
Practices and Communication Protocols for Public Utilities, Order No. 676-C, FERC
Stats. & Regs. 131,274, at P 7 n.11, P9, 80 (2008); see also Order No. 713, 124 FERC
161,071 at P8.

20 Request for Rehearing at 9.
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[NERC' s] phase three proceeding would provide a proper
forum for commenters to raise their concerns. The
Commission believes that NRG and other commenters raise
valid issues and urges the commenters to raise—and expects
the ERO to consider—these matters in an appropriate
proceeding.[*]

This statement is consistent with the Commission’ s approach set forth in Order No. 693,
in which the Commission explained that when a commenter suggests improvementsto a
Reliability Standard, a Commission directive that the ERO address the comments “ does
not direct any outcome other than that the comments receive consideration.”” Merely
stating that the concerns are “valid” while directing that the ERO consider the comments
Is not properly characterized as a concession or determination by the Commission.

14.  For the same reasons, the above statement does not support the Rehearing Parties
request that the Commission clarify that the ERO must address the Rehearing Parties
concerns within a set time period and fix the IDC or eliminate reliance on the IDC to
make curtailment decisions.”® The Rehearing Parties suggest that the statement in the
introduction to Order No. 713-A, “pursuant to section 215(d)(5) of the FPA, the
Commission directs NERC to develop modifications to Reliability Standards IRO-006-
4,” mandates that NERC address the competitive issues with a certain result and in a set
time period.?* Again, consistent with our approach in Order No. 693, the Commission
(urged commenters to raise and) directed NERC to “consider” these issuesin an
appropriate proceeding, but did not mandate a particul ar result.®

15.  Thus, the Commission in Order No. 713-A properly determined that the modified
Reliability Standard IRO-006-4, at issue in this proceeding, isjust and reasonable, not

2 Order No. 713-A, 126 FERC 161,252 at P 21.

22 Order No. 693, FERC Stats. & Regs. 131,242 at P 188.
% Request for Rehearing at 12.

?* Order No. 713-A, 126 FERC 161,252 at P 1.

% | n contrast, where the Commission directed the ERO to develop a modification
to IRO-006-4, the Commission clearly stated, “ Accordingly, pursuant to section
215(d)(5) of the FPA, the Commission directs the ERO to develop a modification of
Requirement R1.1 with respect to the term “alone,” consistent with thisdiscussion.” 1d.
P 36.



20100121- 3007 FERC PDF (Unofficial) 01/21/2010

Docket No. RM08-7-002 8

unduly discriminatory or preferential, and in the public interest. Accordingly, we deny
the Rehearing Parties’ request for rehearing and clarification.

16. Whiletheissuesraised by Rehearing Parties related to the TLR procedure and the
curtailment priorities are beyond the scope of thisimmediate rulemaking proceeding, we
believe that certain issues raised by Rehearing Parties merit further inquiry. Accordingly,
we are issuing anotice of inquiry (i.e., NOI) proceeding in Docket No. RM10-9-000
concurrently with this order with respect to the TLR procedure and its interplay with the
curtailment priority provisions of the OATT.%

The Commission orders:

The Rehearing Parties' request for rehearing and clarification is hereby denied, as
discussed in the body of this order.

By the Commission. Commissioner Norris voting present.

(SEAL)

Kimberly D. Bose,
Secretary.

% Transmission Loading Relief Reliability Sandard and Curtailment Priorities,
130 FERC { 61,033 (2010).
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«DOCUMENT »

<TYPE>SC 13G

<SEQUENCE:=1
<FILENAME:=nrgenergyl23109.txt
<TEXT>

SECURITIES AND EXCHANGE COMMISSION
Washingteon, D.C. 20549

SCHEDU@E 13G

Under the Securities Exchange Act of 1934
(Amendment No: }

NRG ENERGY INC

{Name of Issuer)

Common Stock

{Title of Class of Securities)

529377508

{CUSIP Number)

December 31, 2009

(Date of Bvent Which Reguires Filing of this Statement)

Check the appropriate box to designate the rule pursuant to
which this Schedule is filed:

[X] Rule 13d-1(b)
[ 1 Rule 13d-1{c)
[ ] Rule 13d-1(d)

*The remainder of this cover page shall be filled out

for a reporting person's initial filing on this form with
respect to the subject class of securities, and for any
subsequent amendment containing information which

would alter the disclosures provided in a prior cover page.

The information regquired in the remainder of this cover
page shall not be deemed to be "filed" for the purpose
of Section 18 of the Securities Exchange Act of 1934
("Acc") or otherwise subject to the liabilities of that
section of the Act but shall be subiect to all other
provisions of the Act {(however, ses {he Notes).

CUSIP No. 629377508
{(l)Names of reporting persons. BlackRock, Inc.
{2) Check the appropriate box if a member of a group (see instructions)

{a)
{b)

http://sec.gov/Archives/edgar/data/1013871/000108636410000361/nrgenergy123109.1xt 1/11/2010
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(3} SEC use only

(4) Citizenship or place of organization
Delaware
Number of shares beneficially owne& by each reporting person with:
(5)Sole voting power

25810188

{6)Shared wvoting power

None

(7)Scle dispositive power

2581.0188

(8) Shared dispositive power

None

(9)Aggregate amount beneficially owned by each reporting person
25810188 |

{10)Check if the aggregate amcunt in Row (9) excludes certain shares
(11)Percent of class represented by amount in Row 9

10.07% -

(12} Type of reporting person (see instructions)

HC

Item 1.

Item 1{a) Name of igsuer:

NRG ENERGY INC

Item 1{b) Address of issuer's principal executive offices:

211 Carnegie Center
Princeton, NJ 08540

Item 2.

2{a) Name of person f£iling:

BlackRock, Inc.

2{b) Address or principal business office or, if none, residence:

http://sec.gov/Archives/edgar/data/1013871/000108636410000361/nrgenergy123109.txt 1/11/2010
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RBlackRock Inc.
40 East %2nd Street
New York, NY 10022

2(c) Citizenship:

See Item 4 of Cover Page

2{dy Title of class of securities:

Common Stock

2{e) CUSIP No.:
See Cover Page

Item 3.

If this statement is filed pursuant to Rules 13d-1{b), or 13d-2(b) or (c),

check whether the person f£iling is a:

[ 1 Broker or dealer registered under Section 15 of the Act;

[ ] Bank as defined in Section 3(a) (&) of the Act;

[ ] Insurance company as defined in Section 3(a) (19) of the Act;

[ ] Investment company registered under Section 8 of the

Investment Company Act of 1940;

[ 1 An investment adviser in accordance with Rule 13d L) (LY (11) (E) ;

[ ] An employee benefit plan or endowment fund in accordance with
Rule 13d-i{(b){1) (i1} (%) ;

[X] A parent holding company or control person in accordance with

. Rule 134d-1(b) (1) (ii) (G);

[ ] A savings associations as defined in Section 3{b) of the Federal

' Deposit Insurance Act {12 U.8.C. 1813};

{ 1 A church plan that is excluded from the definition of an
investment company under secticn 3{c) (34) of the Investment Company
Act of 1940;

[ 1] A non~-U.8. institution in accordance with
Rule 240.213d-1{b) (1} {ii) {J);

[ ] Group, in accordance with Rule 240.13d-1(b}{1){ii)(X). If filing
as a non-U.8. institution in accordance with
Rule 240.13d-1{b) {1} (ii) (J), please specify the type of
institution:

Item 4. Ownership
Provide the following information regarding the aggregate number

and percentage of the class of securities of the issuer identified in Item 1.

Emount beneficially owned:

258146188

http://sec.gov/Archives/edgar/data/1013871/000108636410000361/nrgenergy123109.1xt 1/11/2010



Percent of class
10.07%
Number of shares as to which such person has:
Sole power teo vote or to direct the vote
25810188
Shared power to vote ér to direct the vote
None
So0le power to dispose or to direct the diéposition of
25810188
Shared power to dispose or to direct the disposition of

None

Item 5.

Ownership of 5 Percent or Less of a Class. If this statement is being
filed to report the fact that as of the date hereof the reporting person
has ceased to be the beneficial owner of wmore than 5 percent of the
class of securities, check the following [ 1.

Instruction. Dissolution of a group requires a response to this item.
Item 6. Ownership of More than 5 Percent on Behalf of Ancther Person
If any other person is known to have the right to receive or the power

- to direct the receipt of dividends from, or the proceeds from the sale
of, such securities, a statement to that effect should be included in

response to this item and, if such interest relates to more than 5 percent

of the class, such person should be identified. A listing of the
shareholders of an investment company registered under the Investment
Company Act of 1240 or the beneficiaries of ewployee benefit plan,
pension fund or endowment fund is not required.

Various persons have the right to receive or the power to direct
the receipt of dividends from, or the proceeds from the sale of
the common stock of NRG ENERGY INC. No one person's interest

in the common stock of NRG ENERGY INC is more than five percent

of the total outstanding common shares.

Item 7. Idéentification and Classification of the Subsidiary Which
Acquired the Security Being Reported on by the Parent Holding
Company or Control Person.

http://sec.gov/Archives/edgar/data/1013871/000108636410000361/nrgenergy123109.txt
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See Exhibit A
Item 8. Identification and Classification of Members of the Group

If a group has filed this schedule pursuant to Rule 134-1(b) (ii) (J),
so indicate under Item 3(j) and attach an exhibit stating the identity
and Item 3 classification of each mewber of the group. If a group

has filed this schedule pursuant to Rule 13d-l{¢) or Rule 13d-1(d),
attach an exhibit stating the identity of each member of the group.

Item 9. Notice of Dissoluticn of Group

Notice of dissolution of a group way be furnished as an exhibit
stating the date of the dissclution and that all further filings with
regpect to transactions in the security reported on will be filed,

if required, by members cof the group, in their individual capacity.

See Item 5.

Item 10. Certifications

By signing below I certify that, to the best of my knowledge and
belief, the securities referred to above were acguired and are

heid in the ordinary course of business and were not acguired

and are not held for the purpose of or with the effect of changing
‘or influencing the control of the issuer of the securities and were
not acquired and are ncot held in connecticon with or as a participant
in any transaction having that purpose or effect.

Signature.

After reasonable inguiry and to the best of my knowledge and
belief, I certify that the information set forth in this statement
ig true, complete and correct.

Dated: January 067, 2010
BlackRock, Inc.

Signature: Rick F. Froio

Name/Title Attorney-In-Fact

The original statement shall be signed by each perscon on whose
behalf the statement is filed or his authorized representative.

If the statement is signed on behalf of a person by his authorized
representative other than an executive officer or general partner
of the filing person, evidence of the representative's authority to
sign on hehalf of such person shall be filed with the statement,
provided, however, that a power of attorney for this purpose

which is already on file with the Commission may be incorporated

by reference. The name and any title of each person who

signs the statement shall be typed or printed beneath his signature.

http://sec.gov/Archives/edgar/data/1013871/000108636410000361/nrgenergy123109.txt
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Attention:

Intentional misstatements or omissions of fact constitute

Federal criminal violations (see 18 U.8.C. 1001}.

Exhibit A

Subsidiary

BlackRock Advisors LLC

BlackRock Advisors (UK) Limited

BlackRock Asset Management Australia Limited
BlackRock Asset Management Canada Limited

BlackRock

Agsset Management Japan Limited

BilackRock Capital Management, Inc.

BlackRock Financial Management, Inc.

BlackRock Fund Advisors

BlackRock Institutional Trust Company, N.A.
BlackRock Investment Management, LLC

BlackRock Investment Management (Australia) Limited
BlackRock Investment Management {(Dublin) Ltd
BlackRock (Luxembourg) S.A.

BlackRock Fund Managers Ltd

BlackRock International Ltd

BlackRock Investment Management UK Ltd
State Street Research & Management Co.

Exhibit B

POWER OF ATTORNEY

The undersigned, BLACKROCK, INC., a corporation duly organized

under the laws of the State of Delaware, United States (the
"Company”), does hereby make, constitute and appoint each of Robert
Connolly, Howard Surloff, Edward Baer, Bartholomew Battista,

Daniel Waltcher, Karen Clark, John Stelley Denis Molleur,

Daniel Ronnen, Brian Kindelan, Nicholasg Hall, Con Tzatzakls ,

Johnn Belvin, Rick F. Frolo and Matthew Fitzgerald acting severally, as

its true and lawful attorneys-in-fact, for the purpcose of, from time to time,

executing in its name and on its behalf, whether the Company is acting
individually or as representative of others, any and all documents,
certificates, instruments, statements, other filings and amendments to
the foregoing (collectively, "documents") determined by such person

to be necessary or appropriate to comply with ownership or
control-person reporting requirements imposed by any United States

or non-United States governmental or regulatory authority, including
without limitation Forms 3, 4, 5, 13D, 13F and 13G and any

amandments to any of the foregoing as may be required to be filed
with the Securities and Exchange Commission, and delivering,
furnishing or f£iling any such documents with the appropriate
governmental, regulatory authority or other person, and giving and
granting to each such attorney-in-fact power and authority to act in
the premiges as fully and to all intents and purposes as the Company
might or could do if personally present by one of its authorized
signatories, hereby ratifying and confirming all that said
attorney-in-fact shall lawfully do or cause to be done by

virtue hereof. Any such determination by an attorney-in-fact named

http://sec.gov/Archives/edgar/data/1013871/000108636410000361/nrgenergy123109.1xt
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herein shall be conclusively evidenced by such person's execution,
delivery, furnishing or f£iling of the applicable document.

This power of attorney shall expressly revoke the power of attorney

dated January 11, 2008 in respect of the subject wmatter hereof, shall be
valid from the date hereof and shall remain in full force and effect until
either revoked in writing by the Company, or, in respect of any
attorney-in-fact named herein, until such person ceases to be an

employee of the Company or one of its affiliates.

IN WITNESS WHEREOF, the undersigned has caused this power of
attorney to be executed as of this 14th day of December, 2009.

BLACKROCK, INC.
By: /s/ Robert W. Doll, Jr.

Name: Robert W. Doll, Jr.
Title: Vice Chairman

2

< /TEXT>
< /DOCUMENT »
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