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Supporting Statement for
Proposed FERC-725H  

(Planning Resource Adequacy Assessment Reliability Standard)

The Federal Energy Regulatory Commission (Commission or FERC) requests that the 
Office of Management and Budget (OMB) review and approve, for a three-year period, the 
proposed FERC-725H (OMB Control Number still to be assigned) in the final rule in Docket 
No. RM10-10.  This final rule approves a new regional Reliability Standard, BAL-502-RFC-021,
Planning Resource Adequacy Analysis, Assessment and Documentation. 

The approved standard was developed by ReliabilityFirst Corporation (RFC), a Regional 
Entity, and submitted by the Electric Reliability Organization (ERO) to FERC for review and 
approval.  The affected RFC-member planning coordinators have been subject to these 
requirements since 8/2009 and would continue to be subject to them, even if the Commission 
did not approve BAL-502-RFC-02 as a regional Reliability Standard.  The Commission 
therefore concludes that this final rule will not substantively increase the reporting burden.  
Therefore, FERC is submitting this final rule to OMB for review and approval of the reporting 
requirements and proposing a de minimis burden increase to reflect the prior implementation by 
RFC as part of its region’s standard practices.  

Background

The Electricity Modernization Act of 2005 was enacted into law as part of the Energy 
Policy Act of 2005 by President George W. Bush on August 8, 2005.  Subtitle A of the 
Electricity Modernization Act amended the Federal Power Act (FPA) by adding a new section 
215, titled “Electric Reliability.”  Section 215 of the FPA buttresses the Commission’s efforts to 
strengthen the reliability of the interstate grid through the grant of new authority which provides 
for a system of mandatory Reliability Standards developed by the ERO2 and reviewed and 
approved by FERC.  

In the aftermath of the 1965 Blackout in the northeast United States, the electric industry 
established the North American Electric Reliability Council, a voluntary reliability organization 
and predecessor to the North American Electric Reliability Corporation (NERC).  Since its 
inception, NERC has developed Operating Policies and Planning Standards that provide 
voluntary guidelines for operating and planning the North American Bulk-Power System.  In 
April 2005, NERC adopted “Version 0” reliability standards that translated the NERC Operating
Policies, Planning Standards and compliance requirements into a comprehensible set of 
measurable standards.  While NERC developed a compliance enforcement program to ensure 
compliance with the reliability standards it developed, industry compliance was still voluntary 
and not subject to mandatory enforcement penalties.  Although NERC’s efforts have been 

1 Reliability standards are posted on the NERC website at http://www.nerc.com/index.php.  This proposed standard BAL-
502-RFC-02 is available at http://www.nerc.com/files/BAL-502-RFC-02.pdf .
2  “Electric Reliability Organization” or “ERO” means the organization certified by the Commission, with the purpose of  
establishing and enforcing Reliability Standards for the Bulk-Power System, subject to Commission review.
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important in maintaining the reliability of the nation’s Bulk-Power System, NERC itself 
recognized the need for mandatory, enforceable reliability standards and has been a proponent of
legislation to establish a FERC-jurisdictional ERO that would propose and enforce mandatory 
reliability standards.

On February 3, 2006, the Commission issued Order No. 672, implementing section 215 
of the FPA.3  In Order No. 672, the Commission certified one organization, NERC, as the ERO.4 

Reliability Standards that the ERO proposes to the Commission may include Reliability 
Standards that are proposed to the ERO by a Regional Entity.5  A Regional Entity is an entity 
that has been approved by the Commission to enforce Reliability Standards under delegated 
authority from the ERO.6  When the ERO reviews a regional Reliability Standard that would be 
applicable on an Interconnection-wide basis and that has been proposed by a Regional Entity 
organized on an Interconnection-wide basis, the ERO must rebuttably presume that the regional 
Reliability Standard is just, reasonable, not unduly discriminatory or preferential, and in the 
public interest.7

RM06-16-000 Final Rule

On March 16, 2007, the Commission issued Order No. 693, a Final Rule that added Part 
40, to the Commission’s regulations.  The Final Rule stated that this part applies to all users, 
owners and operators of the Bulk-Power System within the United States (other than Alaska or 
Hawaii).  It also requires that each Reliability Standard identify the subset of users, owners and 
operators to which that particular Reliability Standard applies.  The new regulations also 
required that each Reliability Standard approved by the Commission will be maintained on the 
ERO’s Internet website for public inspection. 

The Commission approved 83 of 107 proposed Reliability Standards, six of the eight 
proposed regional differences, and the Glossary of Terms used in Reliability Standards as 
developed by the North American Electric Reliability Corporation.  NERC was certified by the 
Commission as the Electric Reliability Organization responsible for developing and enforcing 
mandatory Reliability Standards.  Those Reliability Standards meet the requirements of section 
215 of the FPA and Part 39 of the Commission’s regulations.  However, although the 
Commission believes it is in the public interest to make these Reliability Standards mandatory 
and enforceable, the Commission also found that much work remained to be done.  Work 
continues on many of the Reliability Standards in order to make significant improvements as 

3 Rules Concerning Certification of the Electric Reliability Organization; Procedures for the Establishment, Approval and 
Enforcement of Electric Reliability Standards, Order No. 672, FERC Stats. & Regs. ¶ 31,204 (2006), order on reh’g, Order 
No. 672-A, FERC Stats. & Regs. ¶ 31,212 (2006). 

4 See North American Electric Reliability Corp., 116 FERC ¶ 61,062 (ERO Certification Order), order on reh’g and 
compliance, 117 FERC ¶ 61,126 (2006).

5 16 U.S.C. § 824o (e)(4).

6 16 U.S.C. §§ 824o(a)(7) ana (e)(4).

7 16 U.S.C. § 824o (d)(3); 18 C.F.R. § 39.5 (b).
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ordered by the Commission. 

RFC as a Regional Entity and Approved Standard BAL-502-RFC-02 in this NOPR

On April 19, 2007, the Commission approved delegation agreements between NERC and 
eight Regional Entities.   Pursuant to such agreements, the ERO delegated responsibility to the 
Regional Entities to enforce the mandatory, Commission-approved Reliability Standards.  In 
addition, the Commission approved, as part of each delegation agreement, a Regional Entity 
process for developing regional Reliability Standards.  In the Delegation Agreement Order, the 
Commission accepted RFC as a Regional Entity and accepted RFC’s Standards Development 
Manual which sets forth the process for RFC’s development of regional Reliability Standards.   
The RFC region is a less than Interconnection-wide region that covers all or portions of 14 states
and the District of Columbia.

On December 14, 2009, NERC submitted for FERC approval, in accordance with section 
215(d)(1) of the FPA,  regional Reliability Standard BAL-502-RFC-02 and four associated new 
definitions.   The stated purpose of regional Reliability Standard BAL-502-RFC-02 is to 
establish common criteria, based on “one day in ten year” loss of load expectation principles, for
the analysis, assessment and documentation of resource adequacy in the RFC region.   NERC 
states that the regional Reliability Standard establishes requirements for planning coordinators in
the RFC region regarding resource adequacy assessment, subject matter which is not currently 
addressed in NERC’s continent-wide Reliability Standards.

A. Justification

1. CIRCUMSTANCES THAT MAKE THE COLLECTION OF 
INFORMATION NECESSARY

Since 1935, the Commission has regulated certain electric utility activities under the 
FPA.  Under FPA Sections 205 and 206, the Commission oversees the rates, terms and 
conditions of sales for resale of electric energy and transmission service in interstate commerce 
by public utilities.  The Commission must ensure that those rates, terms and conditions are just 
and reasonable and not unduly discriminatory or preferential.   One of the Commission’s 
continuing priorities is to promote electric grid reliability.  Recent legislation has enhanced the 
Commission’s efforts to strengthen the reliability of the interstate grid by granting it with new 
authority. 

A common cause of the past three major regional blackouts was violation of NERC’s 
then Operating Policies and Planning Standards.  During July and August 1996, the west coast 
of the United States experienced two cascading blackouts caused by violations of voluntary 
Operating Policies.8  In response to the outages, the Secretary of Energy convened a task force to

8  Information is available in The Electric Power Outages in the Western United States, July 2-3, 1996 (at 
http://www.nerc.com/docs/docs/pubs/doerept.pdf) and the 1996 System Disturbances Review of Selected 1996 Electric 
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advise the Department of Energy (DOE) on issues that needed to be addressed to maintain the 
reliability of the Bulk-Power System.  In a September 1998 report, the task force recommended, 
among other things, that federal legislation should grant more explicit authority for FERC to 
approve and oversee an organization having responsibility for bulk-power reliability standards.9 
Further, the task force recommended that such legislation provide for Commission jurisdiction 
for reliability of the Bulk-Power System and FERC implementation of mandatory, enforceable 
reliability standards.

Electric reliability legislation was first proposed after issuance of the September 1998 
task force report and has been a common feature of comprehensive electric bills since that time. 
A stand-alone electric reliability bill was passed by the Senate unanimously in 2000.  In 2001, 
President Bush proposed making electric Reliability Standards mandatory and enforceable as 
part of the National Energy Policy.10  

Congress directed the development of mandatory, Commission-approved, enforceable 
electric Reliability Standards. Section 215 of the FPA provides for a system of mandatory, 
enforceable Reliability Standards.  Under the new electric power reliability system enacted by 
the Congress, the United States will no longer rely on voluntary compliance by participants in 
the electric industry with industry reliability requirements for operating and planning the Bulk-
Power System.  The Commission believes that, to achieve this goal, it is necessary to have a 
strong ERO that promotes excellence in the development and enforcement of Reliability 
Standards.  

A mandatory Reliability Standard should not reflect the “lowest common denominator” 
in order to achieve a consensus among participants in the ERO’s Reliability Standard 
development process.  Therefore, the Commission will carefully review each Reliability 
Standard submitted and, where appropriate, later remand if necessary, an inadequate Reliability 
Standard to ensure that it protects reliability, has no undue adverse effect on competition, and 
can be enforced in a clear and even-handed manner.  

The Commission may approve a proposed Reliability Standard if the Commission finds it
is just, reasonable, not unduly discriminatory or preferential, and in the public interest.11  In 
addition, the Commission explained in Order No. 672 that “uniformity of Reliability Standards 
should be the goal and the practice, the rule rather than the exception.”12  Yet, the Commission 

System Disturbances in North America, August 2002 (at http://www.nerc.com/files/disturb96.pdf).
Information on the major blackout in 2003 is available in the Final Report on the August 14, 2003 Blackout in the United 
States and Canada: Causes and Recommendations (April 2004) at https://reports.energy.gov/BlackoutFinal-Web.pdf.
9  Maintaining Reliability in a Competitive U.S. Electricity Industry, Final report of the Task Force on Electric System    
Reliability,  Secretary of Energy Advisory Board, U.S. Department of Energy (September 1998), at 25-27, 65-67, at 
http://www.nerc.com/docs/docs/pubs/esrfinal.pdf
10  Report of the National Energy Policy Development Group, May 2001, at p. 7-6 at 
http://www.ne.doe.gov/pdfFiles/nationalEnergyPolicy.pdf

11 16 U.S.C. § 824o (d)(2).

12 Order No. 672 at P 290. 
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recognized that “the goal of greater uniformity does not, however, mean that regional 
differences cannot exist.13  The Commission then provided the following guidance:

As a general matter, we will accept the following two types of regional differences, 
provided they are otherwise just, reasonable, not unduly discriminatory or preferential, 
and in the public interest, as required by the statute:  (1) a regional difference that is more
stringent than the continent-wide Reliability Standard, including a regional difference 
that addresses matters that the continent-wide Reliability Standard does not; and (2) a 
regional Reliability Standard that is necessitated by a physical difference in the Bulk-
Power System.14

Consistent with section 215 of the FPA, the Commission approves regional Reliability 
Standard BAL-502-RFC-02 because the Commission finds it is just, reasonable, not unduly 
discriminatory or preferential, and in the public interest. In summary, regional Reliability 
Standard BAL-502-RFC-02 appears to be just, reasonable, not unduly discriminatory or 
preferential, and in the public interest.  Accordingly, the Commission approves regional 
Reliability Standard BAL502-RFC-02 as mandatory and enforceable and accepts the four 
related defined terms as terms applicable to the RFC region only.  

2. HOW, BY WHOM, AND FOR WHAT PURPOSE THE INFORMATION IS 
TO BE USED AND THE CONSEQUENCES OF NOT COLLECTING THE 
INFORMATION

Prior to enactment of section 215, FERC had acted primarily as an economic regulator of 
wholesale power markets and the interstate transmission grid.  In this regard, the Commission 
acted to promote a more reliable electric system by promoting regional coordination and 
planning of the interstate grid through regional independent system operators (ISOs) and 
regional transmission organizations (RTOs), adopting transmission pricing policies that provide 
price signals for the most reliable and efficient operation and expansion of the grid, and 
providing pricing incentives at the wholesale level for investment in grid improvements and 
assuring recovery of costs in wholesale transmission rates.

Sufficient supplies of energy and a reliable way to transport those supplies to customers 
are necessary to assure reliable energy availability and to enable competitive markets.  
Reasonable supply relative to demand is essential for competitive markets to work.  Without 
sufficient delivery infrastructure, some suppliers will not be able to enter the market, customer 
choices will be limited, and prices will be needlessly volatile.  The Commission assists in 
creating a more reliable electric system by:

• Fostering regional coordination and planning of the interstate grid through ISOs and 
RTOs;

13 Id. at 291. 

14 Id. 
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• Adopting transmission policies that provide price signals for the most reliable and 
efficient operation and expansion of the grid; and

• Providing pricing incentives at the wholesale level for investment in grid improvements 
and ensuring opportunities for cost recovery in wholesale transmission rates.

The passage of the Electricity Modernization Act of 2005 added to the Commission’s 
efforts identified above, by giving it the authority to strengthen the reliability of the interstate 
grid through the grant of new authority pursuant to section 215 of the FPA which provides for a 
system of mandatory Reliability Standards developed by the ERO, established by FERC, and 
enforced by the ERO and Regional Entities.  

As part of FERC’s efforts to promote grid reliability, the Commission created a new 
Office of Electric Reliability (OER) in 2007.  This office oversees the development and review 
of mandatory Reliability and Security standards, procedures, and measures.  OER also ensures 
compliance with the approved mandatory standards by users, owners, and operators of the Bulk 
Power System, and maintains a situational awareness monitoring tool to provide wide area 
visibility of the Bulk Power System.

This Final Rule approves one new regional Reliability Standard, BAL-502-RFC-02, that 
was developed by RFC, a Regional Entity, and submitted by NERC as the ERO.15  The approved
regional Reliability Standard requires planning coordinators within the RFC geographical 
footprint to analyze, assess and document resource adequacy, annually, and to document and 
post projected load and resource capability in each area and transmission-constrained sub-area 
identified in the resource adequacy assessment.  The approved regional Reliability Standard, 
which applies to approximately four planning coordinators located in the eastern portion of the 
U.S., does not require planning coordinators to file information with the Commission.  It does 
require planning coordinators to develop, document, publicly post, and retain certain 
information, subject to compliance monitoring by RFC. 

The documentation generated by the requirements of this Reliability Standard is used by 
RFC to monitor and verify compliance.  

3. DESCRIBE ANY CONSIDERATION OF THE USE OF IMPROVED 
TECHNOLOGY TO REDUCE BURDEN AND TECHNICAL OR LEGAL 
OBSTACLES TO REDUCING BURDEN.

The BAL-502-RFC-02 Reliability Standard does not require a responsible entity to report
anything to the Commission.  However, the Commission supports the use of improved 

15 The proposed regional Reliability Standard is a new standard and was not included in the original standards submitted for 
review and approval by OMB.  In addition, Commission approval of regional Reliability Standard BAL-502-RFC-02 makes 
the standard mandatory and enforceable.  Therefore, the Commission submits this final rule to OMB for review and approval 
of the reporting requirements and proposes a de minimis burden to reflect the prior implementation by RFC as part of its 
region’s standard practices.
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technology and improved processes by responsible entities to reduce the burden of complying 
with Reliability Standard requirements.

4. DESCRIBE EFFORTS TO IDENTIFY DUPLICATION AND SHOW 
SPECIFICALLY WHY ANY SIMILAR INFORMATION ALREADY 
AVAILABLE CANNOT BE USED OR MODIFIED FOR USE FOR THE 
PURPOSE(S) DESCRIBED IN INSTRUCTION NO. 2

Filing requirements are periodically reviewed as OMB review dates arise or as the 
Commission may deem necessary in carrying out its responsibilities under the FPA in order to 
eliminate duplication and ensure that filing burden is minimized.  There are no similar sources 
of information available that can be used or modified for these reporting purposes.  All 
reliability requirements will be subject to FERC approval along with the requirements developed
by Regional Entities and Regional Advisory Bodies and the ERO.

5. METHODS USED TO MINIMIZE BURDEN IN COLLECTION OF 
INFORMATION INVOLVING SMALL ENTITIES

FERC-725H is a filing requirement associated with reliability standards by NERC and its
Regional Entities (RFC, in this instance).  The Electricity Modernization Act specifies that the 
ERO and Regional Entities are not departments, agencies or instrumentalities of the United 
States government and will not be like most other businesses, profit or not-for–profit.  Congress 
created the concept of the ERO and Regional Entities as select, special purpose entities that will 
transition the oversight of the Bulk-Power System reliability from voluntary, industry 
organizations to independent organizations subject to Commission jurisdiction.  

The Commission believes that Reliability Standards in general may cause some small 
entities to experience economic impact.  While the Commission is mindful of the possible 
impact on small entities, the Commission is also concerned that Bulk-Power-System reliability 
not be compromised based on an unwillingness of entities, large or small, to incur reasonable 
expenditures necessary to preserve such reliability.  As the Commission explained in Order No. 
672:

A proposed Reliability Standard may take into account the size of the entity that 
must comply with the Reliability Standard and the cost to those entities of 
implementing the proposed Reliability Standard.  However, the ERO should not 
propose a “lowest common denominator” Reliability Standard that would achieve 
less than excellence in operating system reliability solely to protect against 
reasonable expenses for supporting this vital national infrastructure.  For example, 
a small owner or operator of the Bulk Power-System must bear the cost of 
complying with each Reliability Standard that applies to it.16

16 Order No. 672 at P 330.
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While the Commission cannot rule on the merits until a specific proposal has been 
submitted, the Commission believes that reasonable limits on applicability based on size may be
an acceptable alternative to lessen the economic impact of the proposed rule on small entities. 
The Commission emphasizes, however, that any such limits must not weaken Bulk-Power-
System reliability.

The Commission does not foresee any impact, due to this Final Rule and approved 
reliability standard in Docket RM10-10, on the reporting burden for small businesses.  As RFC 
has represented, the 4 affected RFC-member planning coordinators have been subject to these 
requirements since August 2009 and would continue to be subject to them even if the 
Commission did not approve BAL-502-RFC-02 as a regional Reliability Standard.

6. CONSEQUENCE TO FEDERAL PROGRAM IF COLLECTION WERE 
CONDUCTED LESS FREQUENTLY

The Electric Reliability Organization will conduct periodic assessments of the reliability 
and adequacy of the Bulk-Power System in North America and report its findings to the 
Commission, the Secretary of Energy, Regional Entities, and Regional Advisory Bodies 
annually or more frequently if so ordered by the Commission.  The ERO and Regional Entities 
will report to FERC on their enforcement actions and associated penalties and to the Secretary 
of Energy, relevant Regional Entities and relevant Regional Advisory Bodies annually or 
quarterly in a manner to be prescribed by the Commission.  RFC has indicated that the 
information will continue to be conducted even if the FERC does not approve the standard.  
FERC approval makes the standard mandatory and enforceable.  RFC, NERC, and FERC would
be at a serious disadvantage if the data were not available.

7. EXPLAIN ANY SPECIAL CIRCUMSTANCES RELATING TO THE 
INFORMATION COLLECTION

FERC-725H is a proposed filing requirement necessary to comply with the applicable 
provisions of the Electricity Modernization Act of 2005 and section 215 of the Federal Power 
Act.  

In accordance with section 39.5 of the Commission’s regulations, the ERO must file 
each Reliability Standard or a modification to a Reliability Standard with the Commission.  The 
filing is to include a concise statement of the basis and purpose of the proposed Reliability 
Standard, either a summary of the Reliability Standard development proceedings conducted by 
the ERO or a summary of the Reliability Standard development proceedings conducted by a 
Regional Entity together with a summary of the Reliability Standard review proceedings of the 
ERO and a demonstration that the proposed Reliability Standard is “just, reasonable, not unduly 
discriminatory or preferential, and in the public interest. 

8



Proposed FERC-725H (Final Rule in Docket RM10-10, Issued 3/17/2011; RIN 1902-AE15)

The ERO must make each effective Reliability Standard available on its Internet 
website.  Copies of the effective Reliability Standards will be available from the Commission’s 
Public Reference Room.

The approved standard requires the Planning Coordinator to retain information from the 
most current and prior two years and the Compliance Monitor to retain any audit data for five 
years.  This 5-year retention requirement for the Compliance Monitor exceeds the OMB 
guidelines in 5 CFR 1320.5(d) (2) (iv) which directs that agencies should not require the public 
to retain records for more than three years.  The reliability standard and associated retention 
requirements were developed, approved, and implemented by the industry [before the proposed 
standard was submitted to FERC for review and approval] to ensure adequate reliability.

8. DESCRIBE EFFORTS TO CONSULT OUTSIDE THE AGENCY: 
SUMMARIZE PUBLIC COMMENTS AND THE AGENCY'S RESPONSE 
TO THESE COMMENTS

The ERO process to establish Reliability Standards is a collaborative process with the 
ERO, Regional Entities and others developing and reviewing drafts, and providing comments.17 
According to the NERC website at http://www.nerc.com/files/BAL-502-RFC-02.pdf (page 8 of 
8), the standard approved in Docket RM10-10 followed the ERO process (comment, ballot, and 
consideration by the RFC board, etc.).  The standard was later submitted by the ERO to FERC 
for review and approval.

In addition, each FERC rulemaking (both proposed and final rules) is published in the 
Federal Register, thereby providing public utilities and licensees, state commissions, Federal 
agencies, and other interested parties an opportunity to submit data, views, comments or 
suggestions concerning the proposed collection of data.  The NOPR in Docket RM10-10 was 
issued October 21, 2010 and requested public comments.  While multiple parties filed 
comments, none were directed specifically at the burden.  Comments are also invited in 
conjunction with the issuance of the final rule on March 17, 2011, and the submission of this 
package to OMB.     

The following pages summarize the comments received in response to the NOPR, and the
Commission’s responses.    

Challenges to Approving BAL-502-RFC-02

NERC, RFC and other commenters support approval of regional Reliability Standard 
BAL-502-RFC-02.  NARUC and Ohio PUC raise concerns regarding the Commission’s 
jurisdiction to approve this regional Reliability Standard.  Commenters also raise concerns 
regarding the appropriateness of the one day in ten years criterion.  These issues are discussed 
below.

17 Details of the ERO standards development process are available on the NERC website at 
http://www.nerc.com/docs/standards/sc/Standard_Processes_Manual_Approved_May_2010.pdf.
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Jurisdiction

Comments
NARUC and the Ohio PUC raise several jurisdictional arguments regarding the 

Commission’s authority under section 215 of the FPA to approve regional Reliability Standard 
BAL-502-RFC-02.  These comments are endorsed by the Illinois Commerce Commission.  
NARUC and the Ohio PUC argue that the Commission lacks jurisdiction under section 215 of 
the FPA to approve a regional Reliability Standard that pertains to resource adequacy, asserting 
that BAL-502-RFC-02 is, in reality, a capacity requirement that RFC has couched as a planning 
tool.  The Ohio PUC quotes Order No. 672, in which the Commission stated:  “The proposed 
Reliability Standard must address a reliability concern that falls within the requirements of 
section 215 of the FPA.  That is, it must provide for the reliable operation of Bulk-Power 
System facilities.  It may not extend beyond reliable operation of such facilities or apply to other
facilities.”18  The Ohio PUC and NARUC argue that BAL-502-RFC-02 fails this parameter as it 
does not provide for the reliable operation of Bulk-Power System facilities.  Specifically, they 
point to the definitions of “Reliability Standard” and “Reliable Operation” set forth in section 
215 of the FPA, which definitions they argue make clear that Congress did not intend for a 
resource adequacy planning criterion to be the subject of a FPA section 215 Reliability 
Standard.  They claim that the statutory definition of “Reliability Standard,” specifically 
precludes the Commission from instituting any capacity requirements.19  They next posit that the
definition of “Reliable Operation” pertains to cascading outages, not the orderly shedding of 
load due to a capacity shortage.20  The Ohio PUC argues that a lack of adequate resources to 
serve all “firm” load at current prices does not lead to “instability, uncontrolled separation, or 
cascading failures” in the Bulk-Power System.  Thus, NARUC and Ohio PUC argue that BAL-
502-RFC-02, which requires a resource adequacy assessment, does not address a reliability 
concern as resource adequacy issues are not relevant to the “Reliable Operation” of Bulk-Power 
System facilities as that term is defined in section 215 of the FPA.

NARUC and Ohio PUC also contend that resource adequacy is a traditional state concern
that is outside of the Commission’s domain.  They argue that both capacity requirements and 
resource adequacy planning criteria involve economic and policy decisions that impact the 
reasonableness of rates, generation decisions and retail demand response programs, all of which 
are within the states’ domain.  The Ohio PUC states that a Commission-mandated resource 
adequacy Reliability Standard, such as BAL-502-RFC-02, infringes on a state’s authority to 

18 Ohio PUC Comments at 7, Order No. 672, FERC Stats. & Regs. ¶ 31,204 at      P 331.
19 “Reliability Standard” is defined to mean “a requirement, approved by the Commission under this section, to provide for 
reliable operation of the bulk-power system.  The term includes requirements for the operation of existing bulk-power system
facilities, including cybersecurity protection, and the design of planned additions or modifications to such facilities to the 
extent necessary to provide for reliable operation of the bulk-power system, but the term does not include any requirement to 
enlarge such facilities or to construct new transmission capacity or generation capacity.”  16 U.S.C. 824o(a)(3).
20 The term “Reliable Operation,” as defined in section 215(a)(4) of the FPA, means “operating the elements of the bulk-
power system within equipment and electric system thermal, voltage, and stability limits so that instability, uncontrolled 
separation, or cascading failures of such system will not occur as a result of a sudden disturbance, including a cybersecurity 
incident, or unanticipated failure of system elements.”
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balance need for capacity investments against the risk of curtailments.  Following up on this 
point, the Ohio PUC states in a footnote that it is unreasonable for anyone to argue that planning
coordinators would plan using one criterion and then use a different criterion to make the 
economic determination of what resources should be acquired as doing so would be a waste of 
the planning coordinator’s time and resources.

NERC, RFC, and the PJM Power Providers respond to the jurisdictional questions raised 
by NARUC and Ohio PUC in their reply comments.  In its Petition, NERC asserted that regional
Reliability Standard BAL-502-RFC-02 does not adversely affect competition or cause restriction
on the grid because it does not require entities to secure the needed resources as an outcome of 
the planning coordinators resource adequacy analysis.  In their reply comments, NERC, RFC, 
and PJM Power Providers reiterate that BAL-502-RFC-02 is consistent with the provisions and 
stated goals of the Energy Policy Act of 2005.  

NERC counters NARUC’s and the Ohio PUC’s comments, arguing that section 215(a)
(3), which contains the definition of “Reliability Standard,” does not preclude NERC from 
including a resource adequacy planning criterion.  NERC states that the key distinction is 
between NERC’s ability to include resource adequacy planning criterion in a Reliability 
Standard, which is clearly allowed under section 215(a)(3) and prior Commission orders, and 
NERC’s ability to require the building or acquisition of new generating capacity, which is 
prohibited by section 215(a)(3) of the FPA.  To support this argument, NERC quotes Order No. 
672 in which the Commission stated:

We agree with PG&E’s recommendation that the Commission require the ERO to obtain 
information on resource adequacy and make related recommendations where entities are found 
to have inadequate resources.  Resource adequacy is a fundamental aspect of reliability.  The 
ERO is in a unique position to obtain and analyze information regarding resource adequacy 
across all regions of the Bulk-Power System in interconnected North America.  Although section
215(a)(3) of the FPA provides that the term Reliability Standard does not include any 
requirement to enlarge Bulk-Power System facilities or to construct new transmission capacity 
or generation capacity, it does not preclude the ERO from obtaining information relating to 
resource adequacy for the purposes of making its required reports on the adequacy of the Bulk-
Power System pursuant to section 215(g) of the FPA.21

NERC asserts that the common criterion established in regional Reliability Standard 
BAL-502-RFC-02 to be used to complete a resource adequacy assessment serves a reliability 
purpose as the “common criterion is necessary so that recommendations can be made in the 
[RFC] Region regarding inadequate resource adequacy requirements that could negatively 
impact the reliability of the bulk power system.”22  

RFC argues that Reliability Standards are not simply engineering standards and that 

21 Order No. 672, FERC Stats. & Regs. ¶ 31,204 at P 806 (emphasis added).
22 NERC Reply Comments at 5.
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many Reliability Standards, like BAL-502-RFC-02, involve long horizons and are intended to 
prevent the Bulk-Power System from coming anywhere near “instability, uncontrolled 
separation, or cascading failures.”  As an example, RFC cites to NERC Reliability Standard 
FAC-010, which requires planning authorities to identify system operating limits (SOLs) and 
interconnection reliability operating limits (IROLs) in the planning horizon.  RFC also cites to 
NERC Reliability Standard TPL-001, which requires that the transmission system be able to 
supply projected customer demands over the range of forecast system demands under no 
contingency conditions for the planning horizon.  With respect to proposed regional Reliability 
Standard BAL-502-RFC-02, RFC states that the resource adequacy data produced under the 
standard will be a “valuable reliability tool that can be used by registered entities in working to 
ensure, well in advance of any identified concerns, that ‘instability, uncontrolled separation, or 
cascading failures’ never occur.”23

With respect to NARUC and the Ohio PUC’s arguments that a resource adequacy 
assessment standard will infringe on areas within a state’s jurisdiction, RFC responds that BAL-
502-RFC-02 does not encroach on the authority of the states to make the policy decisions that 
weigh resource adequacy against cost.  RFC notes that states within the RFC region are free to 
use the data and documentation developed under BAL-502-RFC-02 in imposing resource 
adequacy obligations and making policy decisions regarding what level of service they are 
willing to pay to achieve.  RFC further asserts that each state commission remains the ultimate 
arbiter of economic decisions regarding how to balance capacity investments against the risk of 
curtailment as no economic decisions of any kind are mandated by BAL-502-RFC-02.  RFC 
reiterates that the only enforceable mandate under BAL-502-RFC-02 is the obligation to 
perform and document the resource adequacy analysis in a consistent way across the RFC 
region.

Commission Determination
As explained herein, the Reliability Standard before us does not preclude or preempt any 

action by a state PUC with regard to resource adequacy.  As the Commission has previously 
recognized, resource adequacy raises “complex jurisdictional concerns” which at times are at the
“confluence of state-federal jurisdiction.”24  As the Commission stated in the order in which the 
Commission certified NERC as the ERO, with respect to FPA section 215(g), “Reliability 
Reports”:25 

We agree . . . that the ERO’s assessments of Bulk-Power System reliability and adequacy
cannot themselves provide the basis for preempting state or regional transmission planning and 
resource adequacy programs.  The Commission can, however, order the ERO to submit 
adequacy assessments, including recommendations that some entities are found to have 
inadequate resources.  In addition, our regulations provide for a determination of consistency 

23 RFC Reply Comments at 11.
24 Cal. Indep. Sys. Operator Corp., 116 FERC ¶ 61,274, at P 1112 (2006) (stating that resource adequacy affects the ability 
of the operator of the interstate transmission grid to ensure reliable service).
25 FPA section 215(g) provides that the “ERO shall conduct periodic assessments of the reliability and adequacy of the bulk-
power system in North America.”  16 U.S.C. 824o(g) (emphasis added).
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between state actions and a Reliability Standard, as well as an assessment of the Reliability 
Standard’s effectiveness as the Commission may deem appropriate.26

Although the Commission was addressing the interplay between the ERO’s role with 
respect to resource adequacy assessments and states’ resource adequacy programs in the context 
of section 215(g), this interplay is equally relevant to the ERO’s role with respect to the 
development of Reliability Standards because the Commission is acknowledging that FPA 
section 215 establishes resource adequacy assessments as being relevant to reliability and, 
further, that the reliability aspect of resource adequacy assessments does not preempt state 
action.   

The Commission, by approving BAL-502-RFC-02, is not usurping, intruding on, or 
preempting any authority exclusively within a state’s jurisdiction because, as recognized in 
Order No. 672, the FPA does not reserve authority for the states over all matters related to or 
that flow from “resource adequacy.”  Moreover, the “savings” provision in section 215, section 
215(i)(3), is clear that nothing in section 215 shall be “construed to preempt any authority of any
State to take action to ensure the safety, adequacy, and reliability of electric service within that 
State, as long as such [State] action is not inconsistent with any reliability standard.”  As we 
have clarified in a prior order, the saving provision in section 215(i) is not a grant of new 
authority to the states, but merely preserves any authority states may have under state law “to 
take action to ensure the safety, adequacy, and reliability of electric service within that State, so 
long as such action is not inconsistent with any reliability standard . . . .”27  Thus, we do not 
agree with NARUC or the Ohio PUC that the approval of BAL-502-RFC-02 will impinge on 
states’ jurisdiction over matters related to resource adequacy.  BAL-502-RFC-02 does not touch 
the establishment of specific resource adequacy requirements, and thus does not intrude on the 
state’s decisional authority with respect to building or acquisition of assets or capacity to meet 
resource adequacy needs.

With respect to the Ohio PUC’s argument that by approving a regional Reliability 
Standard mandating the use of a specific resource adequacy planning criterion (the one day in 
ten years criterion), the Commission is establishing that criterion as the de facto criterion to be 
used to set resource investment requirements, this argument appears to be borne out of the Ohio 
PUC’s concern regarding preserving its authority to set resource adequacy standards.  The 
standard does not impinge on Ohio PUC’s authority to set or determine how to meet resource 
adequacy standards.  Contrary to the Ohio PUC’s concerns, the Commission believes that 
establishing a common criterion for resource planning will provide states with a uniform 
framework of information regarding resource adequacy.  The information the reliability 
assessments provide would then be available to the states to use or could serve as a platform on 
which to layer additional factors, such as costs, as the states see fit.  

26 North American Electric Reliability Corporation, 116 FERC ¶ 61,062, at P 292 (2006) (citing Order No. 672, FERC Stats.
& Regs. ¶ 31,204 at P 805-806). 
27 New York State Reliability Council, 122 FERC ¶ 61,153, at P 33 (2008) (emphasis added).
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The Commission also finds that the proposed resource adequacy analyses and 
documentation requirements in BAL-502-RFC-02 fall within the definition of “Reliability 
Standard” as that term is defined in section 215(a)(3) and pertain to the “Reliable Operation” of 
the Bulk-Power System as that term is defined in section 215(a)(4).  Under section 215(a)(3), 
the only type of requirement that is explicitly precluded from being part of an enforceable 
Reliability Standard is a “requirement to enlarge [Bulk-Power System facilities] or to construct 
new transmission capacity or generation capacity.”28  BAL-502-RFC-02 does not include any 
such requirement.  Specifically, BAL-502-RFC-02 mandates planning, it does not require 
entities to secure any resources as an outcome of the resource adequacy assessment.   

BAL-502-RFC-02 also falls within the definition of Reliability Standard, as it provides 
for the reliable operation of the Bulk-Power System because it serves to identify potential 
resource adequacy deficiencies in a planning horizon with time to mitigate projected resource 
adequacy problems before shortages of resources occur in the operating horizon.  Shortages of 
resources in the operating horizon can lead to blackouts and even cascading outages.  Under 
these conditions, operators may be continually challenged to balance load with energy to prevent
major power or voltage swings across the grid that can lead to blackouts and cascading outages. 
Because the standard does not prescribe that action must be taken, entities with authority for 
planning and siting new resources, including demand response resources or any other resource 
type, can determine the appropriate course of action, if any, that should be taken, including 
performing additional resource adequacy studies.  The standard therefore does not preclude or 
preempt any action by a state commission with regard to resource adequacy.  The Ohio PUC 
argues that NERC and RFC “conflate[] resource adequacy with reliable operation of the Bulk-
Power System,” stating that the definition of “Reliable Operation” cannot be enlarged and 
manipulated to include planning to build such capacity.29  The Commission finds that the Ohio 
PUC, in making this argument, is reading into BAL-502-RFC-02 a requirement that registered 
entities within RFC build or acquire new generating capacity.  Such a requirement simply does 
not exist in BAL-502-RFC-02.

Ohio PUC further argues that a lack of adequate resources to serve firm load does not 
lead to “instability, uncontrolled separation or cascading failures,” which are hallmarks of the 
term “Reliable Operation.”  We disagree with the Ohio PUC’s interpretation of the definition of 
“Reliable Operation” as stated in section 215.  A more careful reading reveals that the 
“hallmarks” of this term, instability, uncontrolled separation or cascading failures, are not to 
occur upon the unanticipated failure of a system element.  If resources cannot meet load, or are 
insufficient to provide a reserve margin above expected load, then instability, uncontrolled 
separation or cascading failures can result from the unanticipated loss of a system element.  If 
this situation occurs, reliable operation is not achieved due to resource inadequacy.  Thus, like 
other planning standards, BAL-502-RFC-02 provides for the reliable operation of the Bulk-
Power System as it will help identify areas of concern that, if left unresolved, could result in 
future instability, uncontrolled separation, or cascading failures of the Bulk-Power System.

28 16 U.S.C. 824o(a)(3).
29 Ohio PUC Comments at 5-6.
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The only other affirmative limitation on the scope of Commission-approved and 
enforceable Reliability Standards under FPA section 215 is the savings clause in section 215(i)
(2), which states:  “This section does not authorize the ERO or the Commission to order the 
construction of additional generation or transmission capacity or to set and enforce compliance 
with standards for adequacy or safety of electric facilities or services.”30  Regional Reliability 
Standard BAL-502-RFC-02 does not set any resource adequacy standards.  Specifically, BAL-
502-RFC-02 does not impose on any registered entity a resource adequacy obligation because 
the standard contains no requirement for an entity to construct or otherwise invest in additional 
transmission, distribution, or generation resources or capacity.  Nothing in BAL-502-RFC-02 
requires any entity to use or take any action with respect to the resulting resource adequacy 
assessment.  Regional Reliability Standard BAL-502-RFC-02 only requires a resource adequacy
analysis and documentation of such analysis.  Importantly, the Commission is not, through 
BAL-502-RFC-02, setting, enforcing or in any way mandating the resource adequacy levels that
are derived through the BAL-502-RFC-02 resource adequacy analyses.  Accordingly, BAL-502-
RFC-02 does not run afoul of the prohibitions in FPA sections 215(a)(3) or 215(i)(2).  

One Day in Ten Years Criterion

Regional Reliability Standard BAL-502-RFC-02 requires planning coordinators to 
perform an annual resource adequacy analysis and calculate a planning reserve margin that 
meets the “one day in ten years” criterion.31  The analysis must be “performed or verified 
separately” for:  (i) year one, (ii) for one year falling in the second through fifth years, and (iii) 
at least one year in the sixth through tenth years.32

30 16 U.S.C. 824o(i)(2).
31 The “one day in ten years” criterion is used to plan resource adequacy such that reserve margins are planned so that the 
expected frequency of loss of load due to inadequate resources does not exceed 0.1 events per year, which equates to one 
event in ten years.
32 See proposed Reliability Standard BAL-502-RFC-02, Requirement R1.2.
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Comments
Several commenters expressed that the “one day in ten years” criterion is not 

economically efficient, is outdated, and is too conservative of a requirement.33  OCC comments 
that the “one day in ten years” criterion does not account for changes in the electric industry 
such as markets, demand response, energy advancements, distributed generation, energy 
efficiency or the smart grid.  Thus, OCC recommends that the Commission consider alternative 
planning reserve margin methodologies rather than a conservative one day in ten years 
methodology.  The Ohio PUC argues that the one day in ten years criterion has not been shown 
to be just and reasonable because:  (1) the criterion is outdated; (2) it may negatively impact 
competition such as the development of price responsive demand; and (3) no analysis has been 
done to confirm that a one day in ten years criterion produces a reserve margin that reasonably 
balances the value of avoiding scarcity and the cost of maintaining the target reserve margin.   

Carden supports annual resource adequacy assessments that are based on common 
criteria for reliability.  Wilson comments that the conservative assumptions in a one day in ten 
years analysis often lead to less reliance on neighboring systems that results in excess 
generation.  

Responding to these criticisms of the one day in ten years criterion, RFC points out that 
the only RFC stakeholder that voted against the BAL-502-RFC-02 cast a negative vote because 
that stakeholder favors implementing a continent-wide resource adequacy planning standard 
rather than a regional standard.  RFC asserts that the one day in ten years criterion is just and 
reasonable because its use will ensure, for the first time, that similar assessments of resource 
adequacy are performed for every part of the RFC region, including in states that have 
deregulated electric markets, which will provide a consistent and mutually understandable target
against which to assess adequacy.  RFC rejects as unreasonable, burdensome and unnecessary 
the other commenters’ suggestion that the one day in ten years criterion must be first proven to 
balance the benefit of avoiding scarcity with the cost of maintaining an appropriate reserve.  
RFC further notes that even though the criterion used in regional Reliability Standard BAL-502-
RFC-02 could be improved in the future, that does not make the standard unreasonable now.  To
that end, RFC encourages interested parties to participate regularly in its regional Reliability 
Standards development process as well as at its informal stakeholder meetings.

Commission Determination
The comments on this issue reveal a level of disagreement regarding the appropriateness 

of using the “one day in ten years” criterion for an annual resource adequacy assessment.  In 
approving this regional Reliability Standard, the Commission need not determine that the “one 
day in ten years” criterion represents the most effective or most economically efficient method 
of measuring resource adequacy.  Rather, the Commission is to determine whether the proposed 
standard is just and reasonable, not unduly discriminatory or preferential, and in the public 
interest.  Thus, in this case, the Commission considers whether the requirements in BAL-502-

33 See Comments submitted by Borlick, Carden, OCC, Ohio PUC, and Wilson.
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RFC-02 are a just and reasonable means of achieving the reliability objective of the standard.  
As noted by RFC in its reply comments, the reliability objective of BAL-502-RFC-02 is to 
provide a common framework for analyzing, assessing, and documenting resource adequacy, in 
part to resolve RFC’s concerns regarding the lack of standardization and the lack of a measure 
for resource adequacy in deregulated states within its footprint.34  The Commission finds that 
BAL-502-RFC-02 achieves the reliability objective of establishing a common criteria for 
analyzing, assessing and documenting resource adequacy in a just and reasonable manner 
through the imposition of the one day in ten years criterion for measuring resource adequacy.  
The Commission emphasizes that the one day in ten years criterion is one common approach for 
resource adequacy assessment, and by approving this regional Reliability Standard, the 
Commission does not establish the one day in ten years criterion to be the de facto, or the only 
acceptable metric for resource adequacy assessment.  Rather, the Commission is acknowledging 
that the one day in ten years criterion is a well-established and common criterion for assessing 
resource adequacy.35  The use of a known and understood criterion should result in consistent, 
transparent and understandable resource adequacy analyses within the RFC region, and thus 
meets the reliability goal of establishing a common criterion to assess resource adequacy.  

The Commission does not disagree with commenters’ arguments that the one day in ten 
years criterion could be improved upon as an assessment tool or replaced with another 
methodology, but this does not mean that RFC’s proposed one day in ten years criterion is 
unjust or unreasonable.  NERC endorsed the one day in ten years criterion in its Petition, stating 
that “experience has demonstrated that correlating generating capacity and customer load in a 
‘loss of load’ methodology with a target of ‘one day in 10 year’ criterion has provided adequate 
generating capacity in real time operation . . . to supply all customer firm loads, even under 
extreme conditions.”36  The Commission further notes that approving this regional Reliability 
Standard with the one day in ten years criterion does not prevent future changes or 
improvements to this resource assessment methodology.  Our approval of BAL-502-RFC-02 
does not prevent RFC or NERC from proposing other methodologies from replacing the one day
in ten years criterion to assess resource adequacy and determine a level of planning reserve 
margin necessary to maintain reliability of the Bulk-Power System.37

34 RFC Reply Comment at 13.
35 See, e.g., Midwest Independent Transmission System Operator, Inc., 122 FERC ¶ 61,283, at P 108 (2008) (accepting the 
Midwest ISO’s proposal to use the one day in ten years standard as reasonable and consistent with industry standard); Devon 
Power LLC, et al., 110 FERC ¶ 61,313, at P 8 (2005) (noting that the ISO-NE uses as a regional planning criteria the one day 
in ten years criterion); see also North American Electric Reliability Council, Resource and Transmission Adequacy Task 
Force, Resource and Transmission Adequacy Recommendations, June 15, 2004, available at 
http://www.nerc.com/docs/docs/pubs/Resource_and_Transmission_Adequacy_Recommendations.pdf (survey of the criteria 
used for resource adequacy planning during 2003-2004 timeframe showed that of the eight regional reliability councils polled
in the East, five use the one day in ten years LOLE criteria); PJM Interconnection, L.L.C., PJM Generation Adequacy 
Analysis:  Technical Methods Capacity Adequacy Planning Department, at 1 (October 2003), available at 
http://www.nerc.com/docs/pc/ris/PJM_Generation_Adequacy_Analysis_Technical_Methods.pdf (stating “This ‘one day in 
ten year’ loss-of-load expectation (LOLE) is the standard observed in most NERC regions and is the basis for determining 
PJM’s required Installed Reserve Margin (IRM).”). 
36 NERC Petition at 10.
37 See e.g., Version One Regional Reliability Standard Resource and Demand Balancing, 133 FERC ¶ 61,063, at P 30 
(2010) (Order No. 740) (remanding regional Reliability Standard BAL-002-WECC-1).
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The only obligations under BAL-502-RFC-02 are analysis and documentation 
requirements.  This regional Reliability Standard does not specify how the results of the analysis
required in this standard are to be used.  For example, BAL-502-RFC-02 does not require state 
commissions to use the resource assessment analysis resulting from BAL-502-RFC-02 for 
economic decisions regarding resource adequacy requirements.  Thus, the Commission rejects 
the Ohio PUC’s argument that the one day in ten years criterion is unreasonable because the 
criterion does not consider the economics of resource adequacy such as the cost of additional 
resources or the value of energy to the consumers whose service would be interrupted in the 
event of a shortfall.  Certainly, the BAL-502-RFC-02 assessments will be available as a tool to 
help inform the policy decisions to determine the level of service entities are willing to pay for 
and resource adequacy requirements.  However, the Commission repeats, these activities are not 
required by this regional Reliability Standard.  

In response to the Ohio PUC’s claim that BAL-502-RFC-02 was developed with limited 
visibility to and involvement by many of those most involved in resource adequacy issues, e.g., 
state commissions and economists, the Commission emphasizes that BAL-502-RFC-02 was 
developed through an open and transparent process, allowing anyone with an interest to 
participate.38  As documented by RFC, during the standard development process, entities had 
multiple opportunities to express concerns regarding anything related to the regional Reliability 
Standard, including the one day in ten years criterion.  The RFC Reliability Standards 
Development Procedure (RSDP) also includes an opportunity for submitting a “standard 
authorization request” to suggest a modification to any regional Reliability Standard or 
development of a new regional Reliability Standard.  The Commission also notes that RFC will 
review BAL-502-RFC-02 at least every five years, thereby affording future opportunities for 
interested entities to participate in these reviews.   

Issues Regarding Specific BAL-502-RFC-02 Requirements 

In the NOPR, the Commission stated that it believes that the factors or characteristics to 
be considered in the resource adequacy analysis as set forth in Requirement R1 of BAL-502-
RFC-02 are a technically sound means to set up the analysis for ascertaining the probability of 
not having enough resources in order to meet demand and avoid loss of load.  In addition, the 
Commission sought clarification regarding three aspects of the resource adequacy analysis:  (i) 
the loss of load calculation, (ii) use of capacity benefit margin; and (iii) the meaning of common 
mode outages.

  
Loss of Load Calculation

Regional Reliability Standard BAL-502-RFC-02, Requirement R1.1 states that the 
planning coordinator’s assessment shall calculate a planning reserve margin that results in the 
sum of probabilities for loss of load for each planning year equal to 0.1, or comparable to “one 

38 NERC Petition at 5-6, 19-21; RFC Reply Comments at 15-16.
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day in ten years” when available capacity will not meet the load.  With respect to the loss of load
calculation, BAL-502-RFC-02 specifically identifies two circumstances that do not contribute to
the loss of load probability:  (1) utilization of direct control load management39 and (2) 
curtailment of interruptible load.40  Notwithstanding these two exceptions to the loss of load 
probability, the Commission sought comment on how other system operator actions, such as 
voltage reduction or other, non-voluntary types of load reduction plans, would be modeled and 
documented in this analysis.41   

Comments
RFC and Midwest ISO comment that real-time operating actions, like voltage reductions 

or other non-voluntary types of load reduction plans are not intended to be included in the BAL-
502-RFC-02 assessment.  RFC and Midwest ISO explain that these types of load reduction are 
only considered during the operating horizon and are not included in planning time frame 
assessments to comply with requirements associated with the planning horizon.  

Borlick, Midwest ISO, OCC, Ohio PUC and Wilson comment on various demand side 
resources and their inclusion or exclusion from the BAL-502-RFC-02 resource adequacy 
assessment.  Borlick comments that price responsive demand should not be counted both in 
Requirement R1.3.1 (load forecast characteristics)42 and in Requirement R1.4 (resource 
availability characteristics).43  Midwest ISO states that the regional Reliability Standard does not
limit which demand response programs are excluded from the loss of load calculation, thereby 
allowing for, not preventing, future innovations in demand side programs.  OCC asserts that the 
NOPR and BAL-502-RFC-02 imply that voluntary curtailment services, including demand 
response, are completely excluded from consideration in the loss of load calculation.  OCC 
further argues that complete exclusion of voluntary curtailment service from the loss of load 
calculation would undervalue demand response resources.  OCC states that demand response 
resources should be taken into account in the loss of load calculation because they reduce the 
need for additional capacity.  Accordingly, OCC urges the Commission to require including 

39 NERC defines direct control load management (DCLM) as “Demand-Side Management that is under the direct control of 
the system operator.  DCLM may control the electric supply to individual appliances or equipment on customer premises.  
DCLM as defined here does not include Interruptible Demand.”  Glossary of Terms Used in NERC Reliability Standards, 
April 20, 2010 (NERC Glossary), available at: 
http://www.nerc.com/docs/standards/rs/Glossary_of_Terms_2010April20.pdf.
40 The NERC Glossary defines Interruptible Load as “Demand that the end-use customer makes available to its Load-
Serving Entity via contract or agreements for curtailment.”
41 NOPR, FERC Stats. & Regs. ¶ 32,662 at P 18.
42 BAL-502-RFC-1, Requirement R1.3.1 sets forth the load forecast characteristics that are to be included and documented 
in the resource adequacy analysis.  Specifically, Requirement R1.3.1 identifies the following six load forecast characteristics: 
(1) median (50:50) forecast peak load; (2) load forecast uncertainty; (3) load diversity; (4) seasonal load variations; (5) daily 
demand modeling assumptions; and (6) contractual arrangements concerning curtailable/interruptible demand. 
43 BAL-502-RFC-1, Requirement R1.4 requires the consideration in the resource adequacy analysis of eight resource 
availability characteristics and documentation of how and why they were included in the analysis or why they were not 
included.  The resource availability characteristics include:  (1) availability and deliverability of fuel; (2) common mode 
outages that affect resource availability; (3) environmental or regulatory restrictions of resource availability; (4) any other 
demand (load) response programs not included in R1.3.1; (5) sensitivity to resource outage rates; (6) impacts of extreme 
weather/drought conditions that affect unit availability; (7) modeling assumptions for emergency operation procedures used 
to make reserves available; and (8) market resources not committed to serving load within the planning coordinator area.
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historical demand response rates for resources in the loss of load calculation.  The Ohio PUC 
comments that price responsive demand is not accounted for in this regional Reliability 
Standard.  Last, Wilson notes that approving BAL-502-RFC-02 could actually prevent demand 
response or price responsive demand from developing.

Commission Determination
Based on the Midwest ISO and RFC comments, the Commission accepts that for 

planning assessments conducted under BAL-502-RFC-02, typical system operator actions, such 
as voltage reduction or other non-voluntary types of load reduction plans should not be included 
given that they pertain to the operating, not planning, horizon.  The Commission agrees with 
Borlick’s comment, and emphasizes that any type of demand response program, including price 
responsive demand, should not be represented twice in the assessment under both Requirement 
R1.3.1 and Requirement R1.4.  The clause contained in Requirement R1.4 for considering “Any 
other demand (Load) response programs not included in R1.3.1” (emphasis added) is sufficient 
to prevent any responsible entity from counting any type of demand response program multiple 
times within this assessment.  

The Commission also agrees with Midwest ISO’s comment that BAL-502-RFC-02’s 
requirements are not so restrictive that they would limit any specific types of demand response 
programs from being included in the BAL-502-RFC-02 assessment.  Contrary to the comments 
from OCC, Ohio PUC and Wilson, the requirements for conducting the BAL-502-RFC-02 
assessment are general enough to include interruptible loads, voluntary curtailment services, 
price responsive demand, and other types of demand response programs, and therefore would 
not hinder the development of new programs or technologies related to demand-side resources.  
Regarding OCC’s comment that BAL-502-RFC-02 completely excludes voluntary curtailment 
services from consideration in the loss of load calculation, thus undervaluing demand response, 
the Commission notes that demand response is addressed elsewhere in the assessment.  While 
Requirement R1.1.1 makes clear that utilization of direct control load management or 
curtailment of interruptible demand shall not contribute to the loss of load probability, 
Requirement R1.1.1 does not prevent demand related resources from being considered under 
other parts of the assessment, such as under Requirement R1.3.1 or R1.4.

Specifically, the Commission agrees with OCC that historical demand response rates or 
performance should be considered in the BAL-502-RFC-02 assessment to determine the 
effectiveness of a demand response program and typical performance achieved by the demand 
response program.  Assessing how resources, including demand side resources, have performed 
in the past, how a resource’s performance changed over time, and how a resource’s performance
varied under different scenarios is an effective way to estimate how the resource might perform 
under the conditions considered for the analysis.  To that end, the Commission notes that BAL-
502-RFC-02, Requirement R1.3.2 includes “historical resource performance and any projected 
changes” as one of the resource characteristics to be considered in performing the resource 
adequacy analysis.  Similarly, Requirement R1.4 requires consideration of resource availability 
characteristics of “any other demand (Load) response programs not included in R1.3.1,” which 
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could include historical performance of such demand response programs.  Requirement R1.4 
also requires the planning coordinator to document how and why each resource availability 
characteristic was included in the analysis, or why the characteristic was not included.    

Based on the foregoing, the Commission affirms that the loss of load calculation 
performed under Requirement R1.1 of BAL-502-RFC-02 does not include typical system 
operator actions or non-voluntary types of load loss.  The Commission further notes that demand
response programs should be considered under aspects of a BAL-502-RFC-02 resource 
adequacy assessment, specifically under either R1.3.1 or R1.4 as appropriate.

Use of Capacity Benefit Margin

With respect to the capacity benefit margin (CBM), the Commission in the NOPR noted 
that the requirements do not explicitly state whether planning coordinators may rely upon 
CBM44 to satisfy BAL-502-RFC-02’s requirements.  During the standard development posting 
period, RFC received comments regarding potential conflicts or lack of coordination between 
BAL-502-RFC-02 and the continent-wide NERC Reliability Standard MOD-004-1 – Capacity 
Benefit Margin.45  The Commission stated in the NOPR that it does not believe that BAL-502-
RFC-02 conflicts with NERC Reliability Standard MOD-004-1.  However, the Commission 
noted that there could be some confusion regarding whether CBM could or could not be used in 
order to meet the requirements of BAL-502-RFC-02,46 and sought comment on the issue.  

Comments
Carden, Midwest ISO, RFC and Wilson responded to the Commission’s question 

regarding utilization of CBM to meet BAL-502-RFC-02’s requirements.  Carden and Wilson 
support allowing CBM to be used to meet the requirements for the planning reserve margins.  
Midwest ISO comments that BAL-502-RFC-02 correctly neither excludes nor includes the use 
of CBM to meet the requirements.  RFC states that CBM alone cannot satisfy the regional 
Reliability Standard.

Commission Determination
Based on these comments, the Commission understands and agrees that the intent of 

BAL-502-RFC-02 is that while CBM may be used to meet the requirements, it is not mandatory 

44 NOPR, FERC Stats. & Regs. ¶ 32,662 at P 19.  The NERC Glossary defines capacity benefit margin (CBM) as “the 
amount of firm transmission transfer capability preserved by the transmission provider for Load-Serving Entities (LSE), 
whose loads are located on that Transmission Service Provider’s system, to enable access by the LSEs to generation from 
interconnected systems to meet generation reliability requirements.  Preservation of CBM for an LSE allows that entity to 
reduce its installed generating capacity below that which may otherwise have been necessary without interconnections to 
meet its generation reliability requirements.  The transmission transfer capability preserved as CBM is intended to be used by
the LSE only in times of emergency generation deficiencies.”  Glossary of Terms Used in NERC Reliability Standards, April 
20, 2010, available at: http://www.nerc.com/docs/standards/rs/Glossary_of_Terms_2010April20.pdf.
45 See NERC Petition, Exhibit C, Comments from ITC Transmission.
46 NOPR, FERC Stats. & Regs. ¶ 32,662  at P 19.  Reliability Standard MOD-004-1 addresses CBM, or a capacity preserved
for firm transmission transfer capability.  Conversely, the Requirements in proposed Reliability Standard BAL-502-RFC-02 
address an analysis regarding the capability of generation to serve the projected load.  While CBM could be a method of 
meeting the Requirements of BAL-502-RFC-02, the two Reliability Standards do not contradict each other.
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to include CBM in the assessment.  The Commission also understands and agrees, as RFC 
stated, that CBM cannot be the only source assessed in order to satisfy BAL-502-RFC-02’s 
requirements.

Meaning of Common Mode Outages

With respect to Requirement R1.4, which requires the resource adequacy analysis to 
consider resource availability characteristics including “common mode outages that affect 
resource availability,” the Commission sought comment on whether planning coordinators, 
when evaluating “common mode outages that affect resource availability” will consider only 
outages within the generation facility, or if the analysis will also consider outages of 
transmission facilities that would have an impact on resource or generator availability.47 

Comments
Both Midwest ISO and RFC agree that Requirement R1.4 only explicitly requires 

common mode outages of resources, but does not limit the consideration of transmission outages
that could affect resource deliverability.  Midwest ISO further explains that Requirements 
R1.3.3 and R1.3.448 apply to transmission facilities within and outside of the planning 
coordinator area and these requirements properly allow for the inclusion and documentation of 
consideration of common mode outages within a study, while not explicitly requiring the 
consideration of common mode outages.

Commission Determination
Based on the RFC and Midwest ISO comments, the Commission understands that 

common mode outages discussed in Requirement R1.4 do not explicitly require consideration of
transmission facility outages.  Notwithstanding that Requirement R1.4 does not explicitly 
require consideration of transmission facility outages, the Commission agrees with the Midwest 
ISO that nothing in the standard limits a planning coordinator’s flexibility to consider such 
outages.  

Consistent with Midwest ISO comments, the Commission understands Requirements 
R1.3.3 and R1.3.4 apply to transmission facilities, specifically documenting transmission 
limitations that would prevent the delivery of generation reserves and considering transmission 
limitations impacting assistance from other interconnected systems.  These transmission 
limitations could include, but do not explicitly require, outage assessments of transmission 
facilities that would result in preventing delivery of generation reserves.  The Commission notes
that the outage assessment would likely benefit from analyzing transmission facility outages that
would directly impact the ability to deliver resources to demand, or decrease the amount of 
resources delivered to an area from interconnected systems.  Not all transmission facilities 

47 NOPR, FERC Stats. & Regs. ¶ 32,662  at P 20.
48 Requirements R1.3.3 and R1.3.4 list items that must be considered in conducting the BAL-502-RFC-02 resource 
adequacy analysis.  R1.3.3 refers to  transmission limitations that prevent the delivery of generation reserves.  R1.3.4 refers to
assistance from other interconnected systems including multi-area assessment considering transmission limitations into the 
study area.

22



Proposed FERC-725H (Final Rule in Docket RM10-10, Issued 3/17/2011; RIN 1902-AE15)

would need to be included in the assessment as many individual transmission facilities would 
have minimal impact on resource deliverability.  Thus, determining which transmission outages 
to assess would require some engineering judgment to determine the impact of the transmission 
outage on resource deliverability.  The Commission encourages planning coordinators to 
consider transmission outages to determine which, if any, transmission outages have the greatest
impact on delivery of resources and to include those limiting elements when evaluating common
mode outages.   

Other Issues Raised in NOPR

Missing Time Horizons 

 The NERC Petition explained that the template for Reliability Standards dictates that 
each main requirement in a Reliability Standard be assigned one of the following time horizons:
49  (1) long-term Planning (a planning horizon of one year or longer), (2) operations planning 
(operating and resource plans from day-ahead up to and including seasonal), (3) same-day 
operations (routine actions required within the timeframe of a day, but not real-time), (4) real-
time operations (actions required within one hour or less to preserve the reliability of the bulk 
electric system), and (5) operations assessment (follow-up evaluations and reporting of real time
operations).  In the Petition, NERC noted the absence of a time horizon in BAL-502-RFC-02 
and explained that RFC had stated that it did not include time horizons because its Commission-
approved Reliability Standard Development Process does not include time horizons as a 
required element in its template for Reliability Standards.  As stated in the NERC Petition, RFC 
also noted that “the [BAL-502-RFC-02] focuses on ‘planning oriented’ subject matter for one 
year and beyond,” and, as such, the appropriate time horizon, long-term planning, is relatively 
straight forward.50 

In the NOPR, the Commission noted that it is important to identify the time horizons for 
each Reliability Standard, but acknowledged that time horizons are not critical to its 
determination of whether to approve a Reliability Standard.  Moreover, the Commission agreed 
with RFC that with respect to BAL-502-RFC-02, the time horizon “long-term planning” can be 
gleaned from the context of the standard for the purpose of determining the severity of a 
violation risk factor, or for determining the penalty for a violation.  Based on RFC’s statement 
that it is moving towards requiring the assignment of time horizons as part of its standard 
drafting process, the Commission proposed to direct RFC to add time horizons to the two main 
requirements when RFC reviews BAL-502-RFC-02 at the scheduled five-year review.

Comments

49 Time horizons are used as a factor in determining the size of a sanction.  If an entity violates a Requirement and there is 
no time to mitigate the violation because the Requirement takes place in real-time, then, depending on the violation’s specific
facts,  the sanction associated with the violation generally would be higher than it would be for violation of a Requirement 
that could be mitigated over a longer period of time.  See NERC’s “Time Horizons” document, available on NERC’s website 
at http://www.nerc.com/files/Time_Horizons.pdf.
50 NERC Petition at 24.
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RFC states in its comments that it does not oppose the Commission’s proposal to direct 
RFC to add time horizons to BAL-502-RFC-02 during its scheduled five-year review.  The only 
other commenter on the issue of time horizons, Midwest ISO, supports the NOPR’s proposal, 
noting that time horizons should be specifically identified in Reliability Standards because they 
are a factor for determining the size of a sanction. 

Commission Determination
The Commission agrees with the Midwest ISO that time horizons are a factor in NERC’s 

determination of a penalty for a violation and acknowledges that RFC is modifying its standards 
development process such that it will include time horizons as an element in its regional 
Reliability Standards template.  Accordingly, as proposed in the NOPR, the Commission directs 
RFC to add time horizons to the two main requirements when RFC reviews BAL-502-RFC-02 
at the scheduled five-year review.

Proposed Effective Date

Proposed regional Reliability Standard BAL-502-RFC-02’s stated effective date is “upon 
RFC Board approval,” which occurred on December 4, 2008.  In the NOPR, the Commission 
noted that, while the effective date for Commission approved Reliability Standards is generally 
“the first day of the first quarter after regulatory approval,” with respect to BAL-502-RFC-02, 
no additional implementation time is necessary as the four registered planning coordinators in 
the RFC region are already subject to BAL-502-RFC-02 by the terms of the RFC membership 
agreement.  Accordingly, the Commission proposed in the NOPR that BAL-502-RFC-02 
become mandatory and enforceable on the effective date of the Commission’s final rule 
approving the regional Reliability Standard.    

Comments
Dominion is the sole commenter regarding the effective date.  Dominion, noting the 

potential pitfalls that may occur when regions like RFC implement multiple effective dates for 
the same standard,51 seeks two clarifications.  First, Dominion requests that the Commission 
clarify that the effective date of regional Reliability Standard BAL-502-RFC-02 is the effective 
date of the Commission’s final rule approving the standard and that the standard will be 
enforced prospectively only.  Second, Dominion requests that the Commission clarify that all 
future regional Reliability Standards shall not have effective dates that are prior to the effective 
date of the Commission’s order approving the regional Reliability Standard and that RFC should
modify its governance documents accordingly.

Commission Determination
Under section 215(d)(2) of the FPA, it is clear that a proposed Reliability Standard “shall 

take effect upon approval by the Commission.”  Accordingly, a Reliability Standard cannot have

51 Dominion notes that with respect to BAL-502-RFC-02, the stated effective date is “upon RFC Board approval,” which 
was December 4, 2008.  However, under section 215 of the FPA, a Reliability Standard may not become effective until after 
Commission approval.
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an effective date in the United States that is prior to the effective date of the final rule issued by 
the Commission approving the Reliability Standard at issue.  Thus, the effective date of BAL-
502-RFC-02 is the effective date of this Final Rule, and further, BAL-502-RFC-02 first becomes
enforceable upon this effective date.52  

Provision of Data

In the NOPR, the Commission, noting that BAL-502-RFC-02 does not require other 
entities (load-serving entities, balancing authorities, transmission operators, resource planners, 
or transmission planners) to provide the planning coordinators subject to BAL-502-RFC-02 the 
necessary data for the resource adequacy analysis, sought comment on whether the planning 
coordinators have encountered problems with collecting necessary data in order to complete the 
resource adequacy assessment that is the subject of BAL-502-RFC-02.

Comments
In response, both RFC and the Midwest ISO report that, to their knowledge planning 

coordinators have not had problems collecting the necessary data.

Commission Determination
Based on the comments of Midwest ISO and RFC, and the fact that no entity has raised a 

concern about the ability of RFC’s planning coordinators’ to obtain the data necessary to comply
with BAL-502-RFC-02, we are satisfied that no action is necessary now on this issue.

Consideration of Resources Beyond the RFC Footprint

In the NOPR, the Commission sought comment on how to address load and resources 
outside of the RFC footprint during a planning assessment and on how entities currently perform
this task or other similar planning tasks where load and resources are located outside of 
boundaries required by the assessment.  

Comments
RFC states that current Requirements R1.3.4, R1.6 and R1.7 address consideration of 

resources beyond the RFC footprint.  Midwest ISO comments that while a common method for 
considering external support or modeling external systems appears beneficial, this would be an 
onerous task, and might limit valid methodologies for considering external support.  Midwest 
ISO further comments that it considers resource adequacy on a footprint-wide basis, and 
includes resources outside of the RFC footprint, holding the entire Midwest ISO region to the 
“one day in ten years” criterion.  Midwest ISO notes that if other regional entities develop 
potentially conflicting regional Reliability Standards, Midwest ISO could be subject to 
conflicting Reliability Standards for its planning coordinator footprint.

Commission Determination

52 For this Final Rule, the effective date is 60 days after publication in the Federal Register.
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The Commission agrees with RFC’s comment that Requirements R1.3.4, R1.6 and R1.7 
are a means to address consideration of resources outside of the RFC footprint.  By identifying 
what assistance from external areas is included in the assessment (R1.3.4) and what capacity 
resources and load are included within the planning coordinator area (R1.6 and R1.7), an entity 
can determine the area for which the assessment is being performed, and whether or not that 
area includes areas beyond the RFC footprint.  The Commission agrees with Midwest ISO that 
identifying a common process for all planning coordinators to use might be onerous and might 
limit valid methodologies for determining whether or not to consider resources or loads outside 
of the RFC footprint when conducting the BAL-502-RFC-02 resource adequacy assessment.  
However, the Commission expects that, as a foundational element of a reliability assessment, 
each planning coordinator would document its own consideration of resources and loads in the 
assessment.53 

Planning Gap Identification

 In the NOPR, the Commission noted that BAL-502-RFC-02 does not include a 
requirement to document any gap between the planning reserve margin calculated in 
Requirement R1.1 (the amount of planning reserve needed to ensure a “one day in ten years” 
criterion) and the actual planning reserve determined in the resource adequacy analysis.  The 
Commission stated that it believes that it would be useful for planning coordinators to identify 
and document a deficiency in planning reserves to help ensure that entities are aware of potential
risks regarding the capability to balance resources and demand in a planning timeframe.  
Accordingly, the Commission proposed to direct RFC, when reviewing BAL-502-RFC-02 
during its scheduled five-year review, to consider modifying BAL-502-RFC-02 to include a new
requirement to identify any gap between the needed amount of planning reserves defined in 
Requirement R1.1 and the planning reserves determined from the resource adequacy analysis.  
The Commission further clarified that this would be a documentation requirement only and 
would not require entities to install additional generation or transmission capacity.  

Comments
RFC submitted the sole comment on this issue.  RFC supports the proposal in the NOPR 

on this issue and stated that it “will consider modifying the Standard in its scheduled five-year 
review, to include a requirement to identify any gap between the needed amount of planning 
reserves defined in Requirement 1.1 and the planning reserves determined from the [Resource 
Adequacy] Analysis.”54

Commission Determination
The Commission accepts RFC’s commitment to consider, at the time of its five-year 

review, whether to add a requirement to BAL-502-RFC-02 that would require Planning 

53 For example, the PJM Manual 20:  PJM Resource Adequacy Analysis, Section 3 provides “a guide for fostering 
consistency from year to year and across all related analysis,” and further describes input data and models, including what is 
identified as the PJM area and areas adjacent to PJM referred to as the “World.”  See PJM Manual 20: PJM Resource 
Adequacy Analysis, Revision 3, 6/1/2007, at 17-28, available at http://www.pjm.com/documents/manuals.aspx  .  
54 RFC Comment at 6.
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Coordinators to identify any gap between the needed amount of planning reserves defined in 
Requirement R1.1 and the planning reserves determined from the resource adequacy analysis.  

Regional Definitions

Regional Reliability Standard BAL-502-RFC-02 includes four new defined terms that 
apply only to the RFC region:  Resource Adequacy, Net Internal Demand, Peak Period, and 
Year One.  In the NOPR, the Commission proposed to accept the four new defined terms to be 
applicable only in the RFC region.  

Comments
No comments were filed regarding the four regional definitions.

Commission Determination
The Commission approves the inclusion of the four new regional definitions related to 

BAL-502-RFC-02 in the NERC Glossary, specifically as RFC regional terms.  

Violation Risk Factors/Violation Security Levels

With respect to BAL-502-RFC-02, RFC assigned VRFs only to the two main 
requirements and did not propose VRFs for any of the sub-requirements.55  RFC assigned 
Requirement R1 a “medium” VRF and Requirement R2 a “lower” VRF.  Requirement R1 is 
assigned a “medium” VRF based on RFC and NERC’s conclusion that it is a Requirement in a 
planning time frame and, if violated, could affect the capability of the Bulk-Power System.  
Requirement R2 is assigned a “lower” VRF because it is a documentation only requirement and 
therefore is considered to be administrative.  Similarly, RFC assigned VSLs only to the main 
Requirements, R1 and R2, of proposed BAL-502-RFC-02, and not to any of the sub-
requirements.  NERC notes that RFC’s assignment of VRFs and VSLs only to the main 
requirements is consistent with NERC’s “roll-up” proposal in its August 10, 2009 Informational 
Filing Regarding the Assignment of VRFs and VSLs.56  NERC also stated that RFC followed 
applicable NERC and FERC guidance in developing the VSLs and VRFs for BAL-502-RFC-02.

In the NOPR, the Commission proposed deferring action on the proposed VRFs and 
VSLs assigned to BAL-502-RFC-02 until after the Commission acts on NERC’s pending 
petition in Docket No. RR08-4-005, in which NERC proposes a “roll-up” approach for VRF and
VSL assignments by which NERC would only assign VRFs and VSLs to the main requirements 
and not to the sub-requirements.

55 We note that in Version Two Facilities Design, Connections and Maintenance Reliability Standards, Order No. 722, 126 
FERC ¶ 61,255, at P 45 (2009), the ERO proposed to develop VRFs and VSLs for requirements but not sub-requirements.  
The Commission denied the proposal as “premature” and, instead, encouraged the ERO to “develop a new and 
comprehensive approach that would better facilitate the assignment of violation severity levels and violation risk factors.”  As
directed, on March 5, 2010, NERC submitted a comprehensive approach in Docket No. RR08-4-005, which is currently 
pending before the Commission.
56 NERC Petition at 24.
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Comments
Borlick and Midwest ISO comment on the VRF and VSL assignments.  The Midwest 

ISO states that the VRF for Requirement R1 should be assigned a lower VRF because 
Requirement R1 will never directly affect the electrical state of the RFC Region.   Borlick 
makes a generic comment regarding VSLs, stating that “the assignment of qualitative [VSLs] to 
various infractions is too ‘fluffy’.”57  

Commission Determination
A VRF is assigned to each Requirement of a Reliability Standard that relates to the 

expected or potential impact of a violation of the requirement on the reliability of the Bulk-
Power System.  VRFs are either:  lower, medium or high.58  The Commission has established 
guidelines for evaluating the validity of each VRF assignment.59  

NERC will also define up to four VSLs (low, moderate, high, and severe) as 
measurements for the degree to which the requirement was violated in a specific circumstance.  
For a specific violation of a particular Requirement, NERC or the Regional Entity will establish 
the initial value range for the base penalty amount by finding the intersection of the applicable 
VRF and VSL in the base penalty amount table in Appendix A of its sanction guidelines.  On 
June 19, 2008, the Commission issued an order establishing four guidelines for the development 
of VSLs.60  

The Commission has reviewed the VRF and VSL assignments for BAL-502-RFC-02 and 
it is our view that both the VRFs and VSLs are consistent with the above-described Commission
guidance.  The Commission does not agree with Midwest ISO that Requirement R1 should be 
assigned a “lower” VRF instead of “medium.”  Midwest ISO states that the VRF for 
Requirement R1 should be “lower” because Requirement R1:  (1) will never directly affect the 
electrical state or capability of the Bulk-Electric System, and (2) only establishes administrative 
requirements to conduct an analysis without compelling planning coordinators to take actions 
based upon the analysis.  The Commission finds that Requirement R1 is not administrative in 
nature as it requires an analysis of the state of the Bulk-Power System in the planning horizon to
be able to meet demand with available resources.  While this standard does not specifically 
require planning coordinators to take action per the results of this analysis, not performing the 
analysis would create a lack of awareness of the Bulk-Power System’s ability to meet demand 

57 Borlick Comments at 7.
58 The specific definitions of high, medium and lower are provided in North American Electric Reliability Corp., 119 FERC 
¶ 61,145, at P 9 (VRF Order), order on reh’g, 120 FERC ¶ 61,145 (2007) (VRF Rehearing Order).
59 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 com-mingle more than one obligation.  See VRF Rehearing Order, 120 FERC ¶ 
61,145 at P 8-13.
60 North American Electric Reliability Corp., 123 FERC ¶ 61,284, at P 20-35 (VSL Order), order on reh’g & compliance, 
125 FERC ¶ 61,212 (2008).  The VSL guidelines are:  (1) VSL assignments should not have the unintended consequence of 
lowering the current level of compliance; (2) the VSL should ensure uniformity and consistency in the determination of 
penalties; (3) a VSL assignment should be consistent with the corresponding requirement; and (4) a VSL assignment should 
be based on a single violation, not on a cumulative number of violations. 
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with available resources during the planning horizon, which, if no actions were taken, could 
directly affect the electrical state or capability of the Bulk-Power System.  Thus, the nature of 
Requirement R1 is consistent with NERC’s definition of a “medium” VRF level rather than the 
“lower” level.61  

With respect to Borlick’s comment that the assignment of qualitative VSLs to various 
infractions is too “fluffy,” the Commission finds this to be a generic concern regarding VSLs 
that is outside the scope of this proceeding.

Accordingly, the Commission approves the VRFs and VSLs assigned to the two main 
Requirements in BAL-502-RFC-02.  Although the Commission is approving the VRFs and 
VSLs, which are assigned only to the main Requirements of the Reliability Standard, the 
Commission is not making any determination regarding NERC’s and RFC’s decision to apply 
its proposed “roll-up” approach to BAL-502-RFC-02, i.e., to not assign VRFs and VSLs to any 
sub-requirement.  The appropriateness of the roll-up approach is pending before the 
Commission in Docket No. RR08-4-005.

9. EXPLAIN ANY PAYMENT OR GIFTS TO RESPONDENTS

 No payments or gifts have been made to respondents.

10. DESCRIBE ANY ASSURANCE OF CONFIDENTIALITY PROVIDED TO 
RESPONDENTS

The Commission generally does not consider the data to be confidential.  If necessary, 
information provided with a filing may be submitted with a specific request for confidential 
treatment to the extent permitted by law.  The request is considered by FERC pursuant to 18 
C.F.R. 388.112 and federal guidelines.  

11. PROVIDE ADDITIONAL JUSTIFICATION FOR ANY QUESTIONS OF A 
SENSITIVE NATURE THAT ARE CONSIDERED PRIVATE.

There are no questions of a sensitive nature that are considered private.
  

12. ESTIMATED BURDEN OF COLLECTION OF INFORMATION

61 The VRF Order guidance emphasizes consistency with NERC’s definition of the VRF level.  NERC defines a “medium” 
risk requirement, which will be assigned a medium VRF, as follows:  “A requirement that, if violated, could directly affect 
the electrical state or the capability of the bulk electric system, or the ability to effectively monitor and control the bulk 
electric system.  However, violation of a medium risk requirement is unlikely to lead to bulk electric system instability, 
separation, or cascading failures; or, a requirement in a planning time frame that, if violated, could, under emergency, 
abnormal, or restorative conditions anticipated by the preparations, directly and adversely affect the electrical state or 
capability of the bulk electric system, or the ability to effectively monitor, control, or restore the bulk electric system. . . ..”   
NERC Violation Risk Factor, available at http://www.nerc.com/files/Violation_Risk_Factors.pdf.
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The Commission’s estimates below are based on the average annual reporting burden 
associated with the approved standard in RM10-10. As RFC has represented, the affected RFC-
member planning coordinators have been subject to these requirements since August 2009 and 
would continue to be subject to them even if the Commission did not approve BAL-502-RFC-02
as a regional Reliability Standard.  Thus, the Commission finds that the requirement to develop, 
document, and maintain information in the regional Reliability Standard is a current and 
ongoing requirement for RFC members and, therefore, the Commission’s action in this final rule
would not impose substantive additional burden on RFC-member planning coordinators.  The 
Commission therefore concludes that this final rule will not substantively increase the reporting 
burden nor impose any additional information collection requirements.  

However, the approved regional Reliability Standard is a new standard and was not 
included in the original standards submitted for review and approval by OMB.  In addition, 
Commission approval of regional Reliability Standard BAL-502-RFC-02 makes the standard 
mandatory and enforceable.  Therefore, the Commission proposes a de minimis burden increase 
to reflect the prior implementation by RFC of this reliability standard as part of its region’s 
standard practices.  

Proposed Data
Collection

FERC-725H

No. of
Respondents

(1)

Average No. of
Responses per

Respondent
(2)

Average
Burden Hours
Per Response

(3)

Total Annual
Burden
Hours

(1)X(2)X(3)
Registered 
planning 
coordinators in 
the RFC region62

4 1 10 40

Total 40

13. ESTIMATE OF THE TOTAL ANNUAL COST BURDEN TO 
RESPONDENTS

The Commission estimates total annual costs = $2,651.41 ((40 hours/2080 hours/year) X 
$137,874/year).

14. ESTIMATED ANNUALIZED COST TO FEDERAL GOVERNMENT

 The estimate of the cost to the Federal Government is based on salaries for professional 
and clerical support, as well as direct and indirect overhead costs.  Direct costs include all costs 
directly attributable to providing this information, such as administrative costs and the cost for 
information technology.  Indirect or overhead costs are costs incurred by an organization in 
support of its mission.  These costs apply to activities which benefit the whole organization 

62 At this time, there are only four (4) registered planning coordinators in the RFC region.
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rather than any one particular function or activity.   Based on the staff and resources involved in 
processing the information, the estimated average annual cost to FERC follows.

Annual staff costs63: $56,528 (.41 FTE x 137,874)
Data clearance annual cost: $1,528  
TOTAL cost in one year of operation: $58,056

           15.  REASONS FOR CHANGES IN BURDEN INCLUDING THE NEED FOR 
ANY INCREASE

There is an estimated program increase of 40 total annual hours, associated with the 
approved reliability standard.  The burden has been an existing part of the business process for 
the four registered planning coordinators in the RFC region, so the program increase is de 
minimis.

16. TIME SCHEDULE FOR THE PUBLICATION OF DATA

There is no publication of the information.

17. DISPLAY OF THE EXPIRATION DATE

 It is not appropriate to display the expiration date for OMB approval of the information 
collected.  The information will not be collected on a standard, preprinted form which would 
avail itself to that display.  Rather the Electric Reliability Organization, RFC, and four registered
planning coordinators in the RFC region must prepare and retain filings that reflect unique or 
specific circumstances related to the approved Reliability Standard.  In addition, the information
may contain a mixture of narrative descriptions and empirical support that varies depending on 
the situation.

18.  EXCEPTIONS TO THE CERTIFICATION STATEMENT

See No. 17 above for additional information.  In addition, the data collected for this 
reporting requirement is not used for statistical purposes.  Therefore, the Commission does not 
use as stated in item no. (i) of the certification "effective and efficient statistical survey 
methodology."  The information collected is case specific to the Reliability Standard and 
situation.

B. COLLECTION OF INFORMATION EMPLOYING STATISTICAL 
METHODS.

63 The FTE and data clearance costs are based on the estimates from fiscal year 2010.  Although Commission staff does have
updates to these figures for the current fiscal year, last year’s costs were used here to maintain consistency with the numbers 
reported in the NOPR supporting statement.  
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This is not a collection of information employing statistical methods.
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