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The Federal Energy Regulatory Commission (FERC) today further refined its electric reliability 
program by adopting administrative policy for FERC review of notices of penalty filed by the 
Commission-certified electric reliability organization (ERO), and by proposing to adopt six modified 
reliability standards from the ERO. 

FERC designated the North American Electric Reliability Corp. (NERC) as the nation's electric 
reliability organization in 2006. Five of the six proposed reliability standards relate to interchange 
scheduling and coordination, while one pertains to transmission loading relief procedures. FERC 
also proposes to approve NERC's interpretation of five specific requirements of Commission-
approved reliability standards. 

Each standard involved in this Notice of Proposed Rulemaking was approved by FERC in Order 
No. 693. Comments on the proposed rule, Modification of Interchange and Transmission Loading 
Relief Reliability Standards; and Electric Reliability Organization Interpretation of Specific 
Requirements of Four Reliability Standards, are due 45 days after publication in the Federal 
Register. 

In adopting a new administrative policy for review of notices of penalty filed by the NERC, the 
FERC order sets out schedules for filing, intervention and review by the Commission. 

Any entity subject to a NERC notice of penalty may file an application for review with 30 days of the
notice being filed with FERC. Interventions on the application for review must be filed within 20 
days. FERC will generally take action on the application within 60 days of the application for review,
although it may extend that time period. Notices of penalty filed by NERC are also subject to 
FERC's initiation of review on its own motion within 30 days of the notice being filed. 

Though required to review every notice for which a registered entity files an application for review, 
FERC said it does not anticipate moving to review every notice of penalty filed by NERC. FERC's 
review of all uncontested notices of penalty would be inconsistent with the enforcement discretion 
of NERC and the Regional Entities. Nevertheless, as FERC bears ultimate responsibility for the 
enforcement of reliability standards, it may review notices of penalty even if the registered entity 
subject to the notice does not file for review. In these cases, FERC will weigh the seriousness of 
the violation when deciding whether to review penalty amounts. FERC also said it retains the 
authority to review the notices on its own motion to ensure that penalties are applied in a 
reasonably consistent manner and improve compliance with reliability standards. 

This order also revises the policy outlined in Order No. 672 concerning FERC review of settlements
by Regional Entities or NERC of alleged violations. That order stated that while settlements will be 
made public, settlements would neither be noticed for public comment nor subject to FERC review. 

FERC is changing that policy by stating that it will review penalty settlements by Regional Entities 
and NERC, to be consistent with its policy in other contexts of reviewing settlements. FERC 
stressed that it continues to encourage the Regional Entities and NERC to enter into settlements, 
and that it will normally allow NERC and Regional Entity settlements to become effective. 

In July 2006, FERC designated NERC as the ERO under section 215 of the Federal Power Act a 
new provision added by the Energy Policy Act of 2005 to establish a system of mandatory, 
enforceable reliability standards under the Commission's oversight. NERC has submitted 107 
proposed Reliability Standards to FERC. In Order No. 693, issued March 16, 2007, FERC 
approved 83 of these standards. FERC also directed NERC to develop modifications to 56 of the 
83 approved standards. 
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