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notice, at

Before the
FEDERAL ENERGY REGULATORY COMMISSION
999th Commission Meeting

Thursday, November 21, 2013
Hearing room 2C
888 First Street, N.E.
Washington, D.C.20426

The Commission met In open session, pursuant to

10:01 a.m., when were present:

COMMISSIONERS:

FERC STAFF:

JON WELLINGHOFF, Chairman
PHILIP MOELLER, Commissioner
JOHN NORRIS, Commissioner
CHERYL A. LaFLEUR, Commissioner
TONY CLARK, Commissioner

KIMBERLY D. BOSE, Secretary

JIM PEDERSON, Chief of Staff

JOSEPH McCLELLAND, Director, OEIS
MICHAEL McLAUGHLIN, Director, OEMR
MICHAEL BARDEE, Director, OER

JACQUELINE HOLMES, Acting General Counsel
JEFF WRIGHT, Director, OEP

JAMIE SIMLER, Director, OEPI

NORMAN BAY, Director, OE
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E-2:

E-3:

2013 Report on Enforcement (ADO7-13)

SUSAN BEALL, Office of Enforcement

STEPHEN WILLIAMS, Office of Enforcement
ROXANA ROYSTER, Office of Enforcement

LAUREN ROSENBLATT, Office of Enforcement
Communication of Operational Information
Between Natural Gas Pipelines and Electric
Transmission Operators (Order No. 787)
CAROLINE DALY, Office of Policy & Innovation
ANNA FERNANDEZ, Office of General Counsel

DEME ANAS, Office of Enforcement

Small Generator Interconnection Agreements
and Procedures (RM13-2-000)

TOM DAUTEL, Office of Energy Policy & Innovation
MONICA TABA, Office of Electric Reliability
CHRISTOPHER KEMPLEY, Office of General Counsel
Version 5 Critical Infrastructure Protection
Reliability Standards (RM13-5-000)
Transmission Operations (TOP) and Interconnection
Reliability Operations and Coordination (IRO)
Reliability Standards (RM13-12-000)
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E-4 Electric Reliability organization Proposal to
Retire Requirements in Reliability Standards
(RM13-8-000)

MATT VLISSIDES, Office of General Counsel

ROBERT STROH, Office of General Counsel

EUGENE BLICK, Office of Electric Reliability

DAN PHILLIPS, Office of Electric Reliability
MICHAEL GANDOLFO, Office of Electric Reliability
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PROCEEDINGS
(10:01 a.m.)
CHAIRMAN WELLINGHOFF: Good morning. This is the
time and place that has been noticed for the open meeting of
the Federal Energy Regulatory Commission to consider matters
that have been duly posted in accordance with the Government
in Sunshine Act. Please join me for the Pledge of
Allegiance.
(Pledge of Allegiance recited.)
CHAIRMAN WELLINGHOFF: Well since our October
17th meeting we have issued 80 Notational Orders, up from
the 70 of the previous meeting.
So, colleagues, do you have any opening
statements or administrative matters? Cheryl?
COMMISSIONER LaFLEUR: Thank you, Jon.
I jJust wanted to take a quick second and thank
Ron LaCompte of OGC Energy Markets who has been on detail in
my office for the last couple of months. We are happy to
have Josh back, but I really appreciate all Ron"s work,
especially on Reliability and the flexibility of OGC in
making details like that possible. Thank you.
CHAIRMAN WELLINGHOFF: Thank you, Cheryl. Phil?
COMMISSIONER MOELLER: Thank you, Mr. Chairman.
We hear a lot in this city about times when people don"t get

along, but there was a bill that was passed last summer by
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Congress and enacted by the President, co-sponsored by a
friend of mine from Washington State, Cathy McMorris
Rodgers, co-sponsor was Diana Degette from Colorado, a
Democrat. There was similar legislation in the Senate that
was promoted by Chair Wyden and Ranking Member Murkowski to
make the hydropower licensing process more efficient.

And one of the aspects of that bill was to
promote the conduit exemption. And we have had, in this
Agency since the bill was signed into law, 18 of these
applications in front of us; 4 have had action, 14 are in
the Notice period. But I want to highlight not only the
positive effect of the legislation, the positive approach
that this Commission has taken toward implementing it, but
the fact that, yes, there are times when people can get
along in this city and get meaningful legislation passed.
And 1 think they are to be congratulated, along with our
staff, for the implementation process of that bill.

Thank you, Mr. Chairman.

CHAIRMAN WELLINGHOFF: Thank you, Phil. That"s a
great bill, and it actually improves the efficiency of
utilization of resources, and that is what this Commission
has been trying to do. So it is a good bill. It is good to
get something out that we can actually help implement and
get that going.

With that, Madam Secretary, 1 think we are ready
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to go to the Consent Agenda.

SECRETARY BOSE: Good morning, Mr. Chairman.

CHAIRMAN WELLINGHOFF: Good morning.

SECRETARY BOSE: Good morning, Commissioners.

Since the issuance of the Sunshine Act Notice on
November 14th, 2013, no items have been struck from this
morning®s agenda. And your Consent Agenda is as follows:

Electric ltems: E-5, E-6, E-10, E-11, E-12, and
E-13.

Gas ltems: G-1.

Hydro Items: H-1 and H-2.

Certificate Items: C-1, C-2, C-3, and C-4.

Chairman Wellinghoff is not participating iIn
discussion and presentation of Item E-1.

We will now take a vote on this morning"s agenda
beginning with Commissioner Clark.

COMMISSIONER CLARK: Aye.

SECRETARY BOSE: Commissioner LaFleur.

COMMISSIONER LaFLEUR: 1 vote aye.

SECRETARY BOSE: Commissioner Norris.

COMMISSIONER NORRIS: Aye.

SECRETARY BOSE: Commissioner Moeller.

COMMISSIONER MOELLER: Votes aye.

SECRETARY BOSE: And Chairman Wellinghoff.

CHAIRMAN WELLINGHOFF: 1 vote aye.
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IT we could move to the discussion agenda,
please.

SECRETARY BOSE: The first item for presentation
and discussion this morning is A-3 concerning the 2013
Report on Enforcement. There will be a presentation by
Susan Beall of the Office of Enforcement. You may come to
the table. She is accompanied by Stephen Williams, Jamie
Marcos, Roxana Royster, and Lauren Rosenblatt from the
Office of Enforcement.

MS. BEALL: Good morning, Mr. Chairman and
Commissioners:

Today the Office of Enforcement is releasing its
Annual Report on Enforcement. The Report provides the
public with information on Enforcement staff activities in
fiscal year 2013.

The Report describes both public and non-public
Enforcement activities, including Commission-approved
settlements, investigations, and self-reports closed without
Enforcement action or sanctions.

The Report also discusses Enforcement®™s audits to
ensure that jurisdictional companies comply with the
Commission®s statutes, orders, rules, tariffs, and
regulations.

Finally, the Report discusses the market

oversight, surveillance, and analysis work performed by
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Enforcement to assess the competitiveness and efficiency of

wholesale energy markets, and to apply quantitative analysis

and technical expertise to market behavior and anomalies.

The priorities of the Office of Enforcement has
not changed in the past few years. We have focused on and
will continue to focus on: fraud and market manipulation;
serious violations of the Reliability Standards;
anticompetitive conduct; and conduct that threatens
transparency in regulated markets.

Fraud and market manipulation present a
significant risk to the markets overseen by the Commission
and undermine the Commission®s goal of assuring efficient
energy services for consumers at a reasonable cost.

In fiscal year 2013, almost half of the
investigations opened involved allegations of market
manipulation or false statements.

Similarly, anticompetitive conduct and conduct
that interferes with market transparency undermines the
confidence of the wholesale energy markets upon which the
Nation®s consumers rely.

Serious violations of the Reliability Standards
compromise the public interest by threatening the reliable
and secure operation of the bulk power system.

A third of the investigations opened in Fiscal

Year 2013 involved alleged violations of the Reliability
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Standards. The Office of Enforcement will continue to give
high priority to these matters.

Turning to Fiscal Year 2013"s accomplishments,
let me begin with the Division of Investigations.

The Division of Investigations entered into 19
Commission-approved settlement agreements, assessing total
civil penalties of $304 million, and disgorging $141 million
plus interest in unjust profits.

The settlements involved electric, gas, and hydro
matters. They resolved, among other issues, violations of
open access rules, the Commission®s anti-manipulation rule,
and the Reliability Standards.

In one of the settlements, Enforcement staff
resolved the investigation of JPMorgan Ventures Energy
Corporation, finding that the entity had violated the
Commission®™s anti-manipulation rule. In the settlement, the
company agreed to pay $285 million in civil penalties, and
to disgorge $125 million in unjust profits. This civil
penalty represents the largest penalty assessed by the
Commission to date.

Another important matter is Barclays Bank PLC.
Based on Enforcement"s investigation and report of findings
to the Commission, the Commission found that Barclays Bank
and certain of its traders violated the Commission®s

anti-manipulation rule and ordered Barclays Bank to disgorge
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$34.9 million in unjust profits, and to pay--along with
certain of its traders--more than $450 million in civil
penalties.

Barclays and the traders elected to challenge the
penalty in federal district court, and Enforcement filed an
action to affirm the Commission®s assessment in the United
States District Court for the Eastern District of
California.

Enforcement staff"s Division of Audits and
Accounting completed 29 audits last year. These audits
addressed financial and non-financial issues, generating 360
recommendations for corrective action and directing over
$15.4 million in refunds. Staff also continued to work with
the Office of Electric Reliability, overseeing the audits
conducted by the Regional Entities to enforce the
Reliability Standards.

Enforcement staff"s Market Oversight continued to
monitor wholesale natural gas and electric markets to
identify market anomalies, inadequate or flawed market
rules, and potentially improper behavior.

In addition to presenting the annual State of the
Markets Report and Seasonal Market and Reliability
Assessments, Enforcement staff continued ensuring compliance
with the Commission®s filing requirements such as Electric

Quarterly Report filings.
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Finally, the Division of Analytics and
Surveillance has continued to increase its surveillance
capabilities. In fiscal year 2013, the Commission issued
Order No. 771 that will enhance its ability to conduct
surveillance of the electric markets.

The Division reviewed numerous instances of
potential misconduct and referred matters to the Division of
Investigations for investigation.

The Division®™s analysts also worked closely with
the attorneys in the Division of Investigations as part of
the investigative team, particularly in investigations of
market manipulation.

A copy of the Annual Report is now available on
the Commission®™s website. This concludes Enforcement®s
presentation and we are happy to answer any questions.

CHAIRMAN WELLINGHOFF: Well thank you, very much,
Susan. 1 want to thank all the members of the team for
their hard work on the report itself. And 1 also 1 would
note what goes behind the report is the work that the
Enforcement office does, and has done this year and the
years in the past. And 1 want to thank Norman Bay and his
entire team for what you"ve done iIn Enforcement. It is very
essential to the markets being not only open and transparent
but also safe and secure so consumers can feel confident.

I strongly recommend the reading of the Report
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itself. It provides | believe a significant amount of
additional transparency and guidance, and I want to
emphasize the word "‘guidance’™, for regulated entities and
the public with respect to the issues that this office
oversees.

The Report, In combination with issued orders, is
yet another instance 1 believe where the Commission provides
insight into the work of the program that the Enforcement
Office conducts.

Further, 1 think the Report indicates how the
Commission will use its Enforcement authority throughout the
year in coming years.

So again, thank you very much.

Colleagues, questions? Comments? Phil?

COMMISSIONER MOELLER: Thank you, Mr. Chairman.

A couple of questions and a couple of thoughts.

I think this is probably one of the reports that is
downloaded the most from our website, and so i1t is critical
that we do this and we provide as much information to the
regulative community as possible.

The first question has to do with compliance
programs. | don®"t know if there"s a wide range of the
quality, but is there any guidance that you can provide to
the regulated entities as to what a model compliance program

looks like? Or are there ones that you can actually point
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to to provide guidance?

MR. BAY: Commissioner Moeller, one of the things
that this report has, as it has in the past, is a
description of matters that we have decided not to pursue.
And 1 would urge jurisdictional entities to review those
matters.

I think that there are certain common themes that
run throughout those matters that we did not pursue. There
was a prompt detection of a violation. There was prompt
remediation. There was a prompt self-report to the
Commission. And then the entity cooperated with FERC staff
throughout the investigation. Because of the prompt
detection and remediation, there was little harm. And so
that was an important factor for staff to consider.

And because these entities oftentimes had a
strong culture of compliance, that meant that the conduct
underlying the violation was unintentional. So you put all
those factors together and 1 would say that those factors
help explain the matters that the Office of Enforcement
declined.

So | would say that those are all consistent with
what you would expect to see in an entity that has a strong
culture of compliance.

COMMISSIONER MOELLER: Good. Well as we"ve been

pushing for that for several years, | really appreciate you
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including that. 1 realize 1t is sensitive because entities
do not want to have--do not want to be highlighted
activities that perhaps had to go to Enforcement, but 1
think people have said that that®s extremely helpful when
they see the examples of non-action. So again, I continue
to appreciate that trend and thank you for all your work.

CHAIRMAN WELLINGHOFF: Toni?

COMMISSIONER CLARK: Thanks for the work on this,

as well. Just last month I was in Colorado at the law
school and gave a speech on just this very topic related to
retrospective of EPAC-05 and the Enforcement measures that

came out from i1t.

And my takeaway was that, by any measure, whether

you look at the fraud and anti-manipulation side of things,
or the reliability side of things, we are In a much better

spot than we were 10 years ago, looking back. And a lot of
that i1s because of the good work that all of you are doing.
So thanks for the Report.

The question 1 had was basically the same one
that Phil did, so | appreciate your answer, Norman. To me,
that really i1s a takeaway, and maybe someone can comment
about this, but when we look at compliance programs--and 1
know, Norman, you and I have spoken about this from time to

time--oftentimes, as our staff reviews the actual documents

that accompany, or a jurisdictional entity may have on hand,

14
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the compliance document itself reads almost perfectly, word
by word. Even in cases where there may be some rather
egregious behavior, the document itself says all of the
right things. And maybe if you want to put a little finer
point on that, Norman, the difference between sort of words
in a book and what 1 think you probably clearly see come
through this Report, which is the actual follow-up actions
related to the words that are in the book.

MR. BAY: I think the point you make,
Commissioner Clark, is a very important one. | think it"s
the difference between walking the walk and talking the
talk. And virtually every entity that we have investigated
has reams of materials devoted to compliance.

And so 1t"s not enough to have a paper program.
But what an entity has to do iIs to strive to achieve an

actual culture of compliance. And in the revised Policy

Statement on Penalty Guidelines, the Commission has actually

articulated a number of key factors that an entity should
aim for.
For example, exercising due diligence to prevent

and detect violations. And then promoting this culture of

compliance. And there are a number of things that an entity

can do to achieve those aims, including educating its staff,
holding people accountable, and doing everything it can

basically to ensure that there is a true commitment to

15
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compliance.

My own personal view is that a lot of that starts
at the top; that the people who lead organizations help
create a culture or not create a culture within that
organization. And so I think i1t is really incumbent upon
the leaders of these entities to really set the right tone
and to make--and to set the right example.

COMMISSIONER CLARK: Thank you.

CHAIRMAN WELLINGHOFF: Cheryl?

COMMISSIONER LaFLEUR: Well 1 also wanted to
thank the team that worked on the Report. 1 think this is,
as Phil said, required reading for anyone who is a
participant in energy markets, or living within the
Reliability Standards.

I think the Commission, and with the Office of
Enforcement™s help, has tried to really increase the
transparency of our Enforcement actions and priorities by
putting as much factual detail as we can iIn orders that we
vote out approving settlements, In the settlements
themselves, and in orders on motions to show cause.

But this report is one place where they can all
be read in a summary. It is really the only place where you
can see all of i1t that happened over the course of a very
active year.

As Norman said, | think the summary of cases,

16
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including one of the first self-reports of potential market-
manipulation when action wasn®t taken, that"s available, as
I say, sometimes only available here, not sold in stores,
only in this report.

And finally, 1 just want to call out the audit
activities of the Commission are summarized here, both
what®"s happened in the past year and forthcoming priorities.
And that is a very important part of Enforcement.

So thank you, very much.

COMMISSIONER NORRIS: Thanks, as well. And I do
want to note, while | wholeheartedly agree with your
comments, Norman, about the culture and leadership from the
top, as you know we"ve had conversations, as have Phil and 1
had conversations, and 1 look forward to working with you
going forward about not just culture from the top, but also
individual trader responsibility and individual trader
penalties. So there"s more accountability, and bring a
level of intensity to the recognition that we"re going to go
after, both the culture at the top of the organization, but
also individual traders so that they take responsibility for
their own actions no matter what that culture of the
organization is.

Thanks.

CHAIRMAN WELLINGHOFF: Thank you, John.

SECRETARY BOSE: The next item for presentation

17
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and discussion this morning is a final rule, issued on
November 15th, 2013, in Docket No. RM13-17-000, concerning
the communication of operational information between natural
gas pipelines and electric transmission operators. This
Final Rule i1s cited at Volume 145 of the FERC Reports,
paragraph 61,134.

There will be a presentation by Caroline Daly
from the Office of Energy Policy and Innovation. And she is
accompanied by Anna Fernandez from the Office of the General
Counsel, and Deme Anas from the Office of Enforcement.

MS. DALY: Good morning, Mr. Chairman. Good
morning, Commissioners.

CHAIRMAN WELLINGHOFF: Good morning.

MS. DALY: Last Friday the Commission issued
Order No. 787, a Final Rule that expressly authorizes the
sharing of nonpublic operational iInformation between
interstate natural gas pipelines and electric transmission
operators.

The revised regulations will help maintain the
reliability of interstate pipeline and public utility
transmission service by permitting transmission operators to
share information with each other that they deem necessary
to promote the reliability and integrity of their systems.

The Final Rule adopts the regulations proposed in

the Notice of Proposed Rulemaking without modification. The
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communications allowed in this rule will help ensure that
electric transmission operators maintain grid reliability
and that interstate natural gas pipelines meet the
contractual and operational obligations of all shippers.

The Commission recognized that the informational
needs of system operators vary by region, and therefore a
specific and exhaustive list of permissive communications
that may be relevant in one region may not address the
communications and operational needs of transmission
operators iIn another region.

Accordingly, in adopting the proposed regulations
the Commission is permitting the communication of a broad
range of information to provide flexibility to individual
transmission operators, who have the most insight and
knowledge of their systems, to share that information which
they deem necessary to promote reliable service on their
systems.

The Commission also adopted the proposed
No-Conduit Rule, without modification, to provide additional
protections against undue discrimination and ensure that the
non-public operational information shared under the Rule
remains confidential.

The No-Conduit Rule prohibits recipients of the
non-public operational information communicated pursuant to

this Final Rule from subsequently disclosing, or using

19
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anyone as a conduit for the disclosure of, that information
to a third party of a marketing function employee.

The Final Rule states, however, that the No-
Conduit Rule applies only to the information that an
interstate natural gas pipeline or an electric transmission
operator exchange pursuant to this Final Rule.

Therefore, the No-Conduit Rule does not affect
current communications among natural gas pipelines, local
distribution companies, and gatherers regarding conditions
affecting gas flows between these physically interconnected
parties. Nor does it affect communications between
transmission system operators and load serving entities.

The Commission found that the nature and scope of
non-public operational information that may be expressly
shared under this Final Rule warrants limiting the blanket
authorization of the exchange of such information to
interstate natural gas pipelines and public utilities
subject to the Commission®s jurisdiction.

The Commission clarified, however, that Order
No. 787 does not prohibit electric transmission operators
from sharing non-public, operational information received
from a pipeline pursuant to this Final Rule with local
distribution companies if separately authorized by the
Commission.

The Final Rule will take effect thirty days after
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publication in the Federal Register.

This concludes our presentation. We are happy to
take any questions you may have.

CHAIRMAN WELLINGHOFF: Thank you. It is a little
unusual for us to have a presentation on something we have
already voted on, but I think it was very important for this
particular rule, and 1 want to defer to my colleague,
Commissioner Moeller, who has been very concerned with this
matter and who urged the issuance of this Order as soon as
possible so that entities would have additional tools that
they need when they"re heading into the winter heating
season. 1 really want to thank Commissioner Moeller for
spearheading this. Thank you, Phil.

COMMISSIONER MOELLER: Well thank you,

Mr. Chairman. |1 want to thank all of you, my colleagues.
We kind of rushed this out on Friday to get the clock
running. People may not understand, but because of the
requirements of i1t being published in the Federal Register
that starts the clock, 1 understand it will be published
tomorrow with an effective date of December 23rd. Hence,
the reason that we moved it before waiting until today.

So thanks to all of you and your staff. Thank
you to the team. Thank you to all the 33 commenters who had
ideas on how we should address the Final Rule.

This 1s voluntary. We are hoping it works. We
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want to make sure that entities that take advantage of this
new clarified responsibility over this heating season coming
up are comfortable, and they will let us know how it worked.

But also 1 send strong thanks to OMB, because
this was a little bit unusual. Typically these are 60-day
effective dates. This is out of the norm to take it to 30,
but they compromised and worked hard with our staff to make
sure that we could get it, again, in an accelerated
effective date going into when it starts getting really
cold. And that is most likely when we will have problems
that hopefully can be somewhat averted through clearer
channels of communication.

So lots of thanks to go around. Let"s hope it
works. We"ll talk about it after the heating season is
over, and I"m happy that it will be published tomorrow,

Mr. Chairman.

CHAIRMAN WELLINGHOFF: Thank you, Phil. Anybody
else? John?

COMMISSIONER NORRIS: I would just say 1 think
this i1s a good example of the incredible power that®s in
information in our sector. And for those folks who are
concerned about that information and data being released, or
misused, we are mindful of that. 1 am mindful of that, and
I think the Order says that.

But by the same token, the power of iInformation
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is powerful--information is powerful for the reliability of
our grid. And with the significant changes occurring with
gas utilization, that information is very powerful for
maintaining reliability.

I just want to let the industry know that we"re
mindful, and we look forward to the staff continuing to
monitor the utilization of this information that"s used in
the right way, and mindful of the opportunity that is there
to abuse that power, that information. And we"re going to
do all we can to make sure it is not misused.

CHAIRMAN WELLINGHOFF: Thank you, John. Anybody
else? Cheryl?

COMMISSIONER LaFLEUR: Well 1 just want to thank
the team for getting out the rule so promptly, and for all
your other ongoing work on other aspects of gas/electric.
Thank you, very much.

CHAIRMAN WELLINGHOFF: Thank you. Toni?

COMMISSIONER CLARK: No, just thank you for all
your work.

CHAIRMAN WELLINGHOFF: Yes, thank you very much.
We appreciate it. Thank you.

Next discussion item, Madam Secretary.

SECRETARY BOSE: The next item for presentation
and discussion this morning is Item E-1 concerning a draft

Final Rule addressing small generator interconnection

23
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agreements and procedures.

There will be a presentation by Tom Dautel from
the Office of Energy Policy and Innovation. He is
accompanied by Monica Taba from the Office of Electric
Reliability, and Christopher Kempley from the Office of the
General Counsel.

MR. DAUTEL: Thank you. Good morning,

Mr. Chairman and Commissioners:

Item E-1 is a Final Rule addressing Small
Generator Interconnection Agreements and Procedures. In
addition to those of us seated at the table, other members
of the team include:

Thanh Luong and Kent Davis from the Office of
Electric Reliability;

Rachel Bryant and Elizabeth Arnold of the Office
of the General Counsel;

Natalie Propst and Christopher Thomas from the
Office of Energy Market Regulation;

And Emma Nicholson and the project lead Leslie
Kerr from the Office of Energy Policy and Innovation.

The Draft Final Rule would reform the
Commission™s pro forma Small Generator Interconnection
Procedures, or SGIP, and Small Generator Interconnection
Agreement, or SGIA, that were originally established by

Commission Order No. 2006.
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The SGIP and SGIA establish the terms and
conditions under which the interconnection service Iis
provided to generators and other resources of no more than
20 megawatts.

The reforms included in the Draft Final Rule are
driven by market changes spurred in part by the development
of renewable generation under state energy goals and
policies and are intended to ensure that the time and cost
to process small generator interconnection requests are just
and reasonable, and to allow for more efficient
interconnection of these resources while maintaining
reliability.

The Commission issued a Notice of Proposed
Rulemaking in this proceeding on January 17th. Since that
time, Commission staff convened a stakeholder workshop on
March 17th, and parties subsequently filed comments on both
the proposed rule and the workshop discussions.

The Draft Final Rule largely adopts the proposals
from the Notice of Proposed Rulemaking and includes the
following key reforms to the SGIP and SGIA:

First, the rule would allow interconnection
customers to request from transmission provides a
pre-application report to help them better evaluate
potential points of interconnection before submitting a

formal iInterconnection request.
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The Draft Final Rule adopts a default $300 fee
for the pre-application report, but gives transmission
providers the opportunity to propose a different cost-based
fee amount as part of their compliance with the rule.

Second, the rule would revise the current 2
megawatt threshold for participation in the Fast Track
Process under Section 2 of the SGIP, as applied to inverter-
based systems.

For iInverter-based systems, Fast Track
eligibility would instead be based on individual system and
resource characteristics, including interconnection voltage
level, the circuit distance of the interconnection from the
substation, and resource capacity up to a limit of 5
megawatts.

The third reform would revise the customer
options meeting and the supplemental review following the
failure of the Fast Track screens so that the supplemental
review Is performed at the discretion of the interconnection
customer and includes minimum load and other screens to
determine 1t a resource may be interconnected safely and
reliably.

The supplemental review fee that the Draft Rule
adopts iIs cost-based, with the interconnection customer
making a deposit In the amount of the transmission

provider®s good-faith estimate of the cost to perform the
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review, and with the parties reconciling any differences
between the deposit and actual cost after the review.

The minimum load screen is based on 100 percent
of daytime minimum load for solar resources and 100 percent
of absolute minimum load for all other resources.

The Draft Final Rule gives transmission providers
the flexibility to calculate, estimate, or determine minimum
load if data are not available, and further flexibility to
not perform the minimum load screen If the transmission
providers cannot do so.

The fourth reform would revise the pro forma SGIP
Facilities Study Agreement by giving interconnection
customers an opportunity to provide written comments on the
upgrades that are necessary for the iInterconnection.

Finally, the Draft Final Rule modifies the
definition of "Small Generating Facility” to specifically
include "storage devices."

Public utility transmission providers would be
required under the Draft Final Rule to submit within six
months of the effective date of the Rule a compliance filing
revising their Small Generator Interconnection Procedures
and Agreements in accordance with the Rule.

Similar to Order No. 2006, states are under no
obligation to adopt the provisions of this Final Rule,

although states may find the Rule helpful in formulating
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their own iInterconnection procedures.

This concludes our presentation.

CHAIRMAN WELLINGHOFF: Thank you, Tom, for the
presentation. | want to thank the team for their work. 1
am not participating in this rule and don*t have any
comments on it. Colleagues, any comments? Phil?

COMMISSIONER MOELLER: Thank you, Mr. Chairman.
I hope that we have balanced the different interests here.
We are trying to allow the promotion of a growing resource
that i1s very popular now, but also with the needs of the
provider so that it"s a fair scheme that they are
compensated for their costs in trying to facilitate small
generator interconnection.

I also want to highlight the person who really
came up with this idea, somebody I worked with 15, 16 years
ago on the Hill. 1 was in the Senate. He was in the House.
But Dan Adamson, who is here today, came to us with the
idea. He was with the Solar Energy Industry Association at
the time. He is now with Chairman Wyden®s staff in the
Senate. But it"s a good example of somebody coming up with
a creative idea that turns into a set of policies that
hopefully make the grid run better.

So thanks to the team, and all the commenters,
and thanks to Dan for coming up with the idea, Mr. Chairman.

CHAIRMAN WELLINGHOFF: Thank you, Phil. John?

28
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COMMISSIONER NORRIS: Let me echo also Phil"s
comments thanking the solar industry for bringing this, and
to Dan, for bringing this to our attention. 1 think It is
another great example of how we are making adjustments in
policy to accommodate what new technology enables us to do,
and remove barriers, and remove costs that are associated
with those barriers that enable a new energy source to be
provided to consumers more efficiently.

Thank all the stakeholders who participated in
the process on this, and who had brought varying interests
to the table and worked together towards a common solution.
So I thank the staff and all the stakeholders who helped
bring this change about.

CHAIRMAN WELLINGHOFF: Thank you, John. Cheryl?

COMMISSIONER LaFLEUR: Well thank you. I think
one of our important responsibilities is to be alert to
trends in the energy markets and grid operations when
they"re brought to our attention by people participating in
the markets to make sure that the rules are still just and
reasonable.

Solar energy has growth at a compound growth rate
of 65 percent a year in the Nation over the last 10 years.
A lot of that i1s at the distribution--at the distributed
level, in addition to some utility-scale solar. And this

rulemaking re-examines whether our small generator
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interconnection procedures were still what was needed for
solar.

Just a couple of notes to add in addition to what
my colleagues have mentioned. While solar has definitely
been booming, it is not consistently in all places at the
same level across the country. And as Tom mentioned, this
rule does give states the flexibility to adopt their own
rules.

I know my own State recently did that. And of
course they have jurisdiction over distribution levels of
solar, which much of it is.

Secondly, I just want to call out the issue of
the minimum load screen, which was one of the more difficult
issues in the stakeholder process, and stress that the
transmission providers retain two other screens to determine
whether further studies are necessary before an
interconnection, and in particular the safety and
reliability screen remains in place--because that"s
obviously of paramount consideration.

I appreciate everyone who participated on this
over the last couple of years, and the work of the team.
Thank you.

CHAIRMAN WELLINGHOFF: Thank you, Cheryl. Toni?

COMMISSIONER CLARK: Thanks for your work.

CHAIRMAN WELLINGHOFF: Thank you, all.
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Madam Secretary, | think we"re ready for the
vote.

SECRETARY BOSE: The vote begins with
Commissioner Clark.

COMMISSIONER CLARK: Aye.

SECRETARY BOSE: Commissioner LaFleur.

COMMISSIONER LaFLEUR: 1 vote aye.

SECRETARY BOSE: Commissioner Norris.

COMMISSIONER NORRIS: Aye.

SECRETARY BOSE: Commissioner Moeller.

COMMISSIONER MOELLER: Votes aye.

SECRETARY BOSE: And Chairman Wellinghoff.

CHAIRMAN WELLINGHOFF: Not participating.

IT we could move to our next discussion item,
please, Madam Secretary.

SECRETARY BOSE: Finally, there will be a joint
presentation for Items E-2, E-3, and E-4, concerning certain
reliability matters in the following docketed proceedings:
RM13-05-000, RM13-12-000, AND RM13-08-000, respectively.
There will be a presentation by Matt Vlissides and Robert
Stroh from the Office of the General Counsel. They are
accompanied by Eugene Blick, Dan Phillips, and Michael
Gandolfo from the Office of Electric Reliability.

MR. VLISSIDES: Good morning, Mr. Chairman and

Commissioners.
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CHAIRMAN WELLINGHOFF: Good morning.

MR. VLISSIDES: |Item E-2 is a Draft Final Rule on
the Version 5 Critical Infrastructure Protection Reliability
Standards submitted by the North American Electric
Reliability Corporation, or NERC. The Draft Final Rule
approves the CIP version 5 standards and 19 new or revised
definitions associated with the CIP version 5 standards for
inclusion in the Glossary of Terms Used in NERC Reliability
Standards. The Draft Final Rule also approves the
implementation plan and effective dates proposed by NERC.

Pursuant to the Commission®s authority under
Section 215(d)(5) of the Federal Power Act, the Draft Final
Rule directs NERC to remove or modify language in the CIP
version 5 standards that requires responsible entities to
implement 17 requirements in a manner to "identify, assess,
and correct” deficiencies because that language, as
proposed, is unduly vague and ambiguous.

Further, the Draft Final Rule directs NERC to
address the lack of objective criteria from which to
determine the adequacy of security controls for required
procedures pertaining to "Low Impact™ BES Cyber Systems.

Pursuant to the Draft Final Rule, NERC must also
develop reliability standards that address the risks posed
by transient devices such as thumb drives and laptop

computers.
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The Draft Final Rule also directs Commission
staff to convene a technical conference to discuss and
assess cyber security issues relating to the protection of
nonprogrammable components of communications networks,
remote access, communications security, and the NIST Risk
Management Framework.

Robert Stroh will now discuss agenda items 3 and

MR. STROH: Thank you, Matt.

Good morning, Mr. Chairman and Commissioners.
Item E-3 is a draft Notice of Proposed Rulemaking addressing
NERC"s proposed revisions to the Transmission Operations,
TOP, and Interconnection Reliability Operations and
Coordination, IRO, Reliability Standards.

The draft NOPR proposes to remand the modified
TOP and IRO Standards. The draft NOPR recognizes that
NERC"s proposed modifications provide organizational and
administrative improvements over the current standards.

However, the draft NOPR explains that NERC"s
proposed revisions create reliability gaps In the standards
that are critical to the reliable operation of the Bulk-
Power System.

For example, the draft NOPR indicates that NERC"s
proposed revisions would no longer require entities to plan

to operate within all system operating limits. In addition,
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the draft NOPR raises other questions regarding NERC"s
proposed revisions and indicates that, depending on the
explanations provided in draft NOPR comments, further
modifications on remand may be directed.

The draft NOPR also states that, given the
interrelationship between the TOP and IRO Reliability
Standards, a remand of both sets of standards will enable
NERC to more comprehensively consider modifications to the
standards that would address the reliability concerns
identified in the draft NOPR.

Finally, the draft NOPR proposes to approve
NERC"s proposed revision to Reliability Standard TOP-006-3
that was submitted separate from the comprehensive
modifications to the TOP standards that are the subject of
the proposed remand.

Item E-4 is a Draft Final Rule on NERC"s proposal
to retire requirements in Reliability Standards, sometimes
referred to as the "Paragraph 81" project. The Draft Final
Rule approves the retirement of 34 requirements within 19
Reliability Standards, as proposed by NERC in its February
28th, 2013, petition.

In addition, the Draft Final Rule adopts the NOPR
proposal to withdraw 41 outstanding Commission directives
that would have required NERC to develop modifications to

the Reliability Standards.
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The Draft Final Rule finds that the 41
outstanding directives are no longer necessary because they
are either redundant with another directive or have been
adequately addressed in some other manner.

This concludes our team®"s presentation. We are
happy to take any questions.

CHAIRMAN WELLINGHOFF: Well thank you, very much.
I appreciate the work on these Orders. There®s a common
element that is running through these Orders today. Under
Section 215 to the FPA, the Commission must ensure the
reliability standards are clear and enforceable.

This obligation requires us to remand or question
proposed standards that may be unclear, or that may create
gaps in reliability, as we do today in ltems E-2 and E-3.

However, having clear standards also obligates us
to review current standards from time to time, and to retire
standards that are redundant or that do little to serve the
reliability of the grid, as we do in Item E-4 today.

I appreciate NERC and the industry in their
efforts to improve and streamline current and future
reliability standards which ultimately benefit the users of
the Nation®™s grid. 1 support today"s Orders as they achieve
the right balance of seeking clear and enforceable
standards, or reducing or preventing unnecessary burdens.

Again, thank you all for your work on these Orders.
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Colleagues?

COMMISSIONER MOELLER: Mr. Chairman, 1 will echo
your comments. We have a responsibility under the statute
at times to remand proposals, but we try to make sure that
the tone was such that passions would not be inflamed, but
rather that we would essentially get something that we could
feel comfortable with under the statutory guidelines we"re
approving.

So keep that in mind, and thanks to the team.
There"s a lot of work behind these Reliability Orders, and a
lot of dedication. So thank you.

CHAIRMAN WELLINGHOFF: Thank you. Anybody else?
John?

COMMISSIONER NORRIS: Thanks for your work on
this. This has been a long, difficult slog for NERC and the
industry. | would just say that we are mindful of the
efforts that go into this, and the effort that it will take
to respond to our directives.

I would just observe that 1 still think we are in
a mode of shifting from managing compliance risk to managing
risk. And that is what the emphasis should remain on. 1 am
glad in this Order, with regards to the low-impact assets,
while 1 think we should keep our focus on the high- and
medium-impact assets, I am glad we at least signalled it

would be acceptable to subdivide those low-impact assets,
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those are really, truly very minimal risk that can be
treated accordingly. And then those within that low-impact
category that may be of higher risk could be subdivided to
form more objective standards for reliability.

So look forward to working you you, industry and
NERC, going forward to address these issues.

CHAIRMAN WELLINGHOFF: Thank you. Cheryl?

COMMISSIONER LaFLEUR: Thank you. 1 think these
are three significant Reliability Orders today. 1 have
posted a longer--actually, a much longer statement on my
website on all three Orders--but trying to place them in the
context of two significant efforts that NERC has going on.

One is to reform the Standards process to make
the Standards more risk-based, rather than necessarily
particularized requirements in all cases.

And the second is the effort to improve the
enforcement process, to focus on the quality of controls and
compliance, again rather than a case-by-case adjudication of
each specific documentation requirement.

I support both of those efforts because 1 think
it is an important step that Jerry and the whole ERO
enterprise are leading to take it to the next step of their
evolution.

But as we transition to more risk-based standards

and more of a compliance-based enforcement, it Is even more
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important that the standards be technically justified and
clear so that we don"t just cause problems down the road
when we try to audit and enforcement them, i1If there®s not a
clarity and a consistent understanding of what they mean.

We substantially approve the CIP-5 Order. 1It"s a
huge step forward, but there are modifications in places
where we think ambiguity was in the rule, or a lack of
clarity. And those are made clear in the Order.

Remand such as of the TOP and IRO Orders is not
something we take very lightly. It is something very
infrequently done, but because of the important issues that
are raised in the Order we sent that one back.

So | commend you to my statement for more detail,
but thank you to the team and to all the folks who worked as
volunteers on all of these, producing these standards. We
know it is a lot of work.

Thank you.

CHAIRMAN WELLINGHOFF: Thank you, Cheryl. Toni?

COMMISSIONER CLARK: And 1 would just associate
my comments with my fellow Commissioners who 1 think were
exactly right. "Significant” is the word. It is a
significant sized amount of work that has gone into these
Orders, but there"s a significant impact that they"ll have
on all of the stakeholders operating in this space.

So 1 know there"s a lot more work to be done, and
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they" 11 be now probably shifting a little bit more to the
industry and NERC"s side of things. We look forward to
hearing back from them, especially in relation to the two
NOPRs that are going out. We look forward to hearing more
reaction to those as we have the ability to sift through
them. So thank you.

CHAIRMAN WELLINGHOFF: Thank you, Toni. Anything
else?

(No response.)

CHAIRMAN WELLINGHOFF: 1 think we"re ready for
the vote, Madam Secretary. Thank you all for your work.

SECRETARY BOSE: And the vote begins with
Commissioner Clark.

COMMISSIONER CLARK: Aye.

SECRETARY BOSE: Commissioner LaFleur.

COMMISSIONER LaFLEUR: 1 vote aye.

SECRETARY BOSE: Commissioner Norris.

COMMISSIONER NORRIS: Aye.

SECRETARY BOSE: Commissioner Moeller.

COMMISSIONER MOELLER: Votes aye.

SECRETARY BOSE: And Chairman Wellinghoff.

CHAIRMAN WELLINGHOFF: 1 vote aye.

Madam Secretary, | don®t think we have any more
agenda items, but 1 have one more announcement item.

First I would like to acknowledge my family who
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is here: My wife, Karen, my son, Jules, and my son, Jacob,
who flew In here from Rochester, New York, as a little
surprise for me today.

The Commission is almost batting a thousand, in
that the December meeting will be the 1000th meeting of the
Federal Energy Regulatory Commission for the 40-year history
of the Commission.

So this i1s the 999th meeting of the Commission,
and this is going to be my last meeting. 1 won"t make the
1000th meeting.

I want to announce today that I have informed the
President that I will exit the Commission on November 24th.
I also want to announce that the President has indicated
that he will designate Commissioner LaFleur as Acting Chair
on my leaving the Commission.

I want to thank all my colleagues, my fellow
Commissioners, for the work that we“ve all done together. 1
also want to thank those Commissioners that were here before
me, who were here before me being Chair, and in part while 1
was Chair, Chairman Kelleher, who I learned a great deal
from; Commissioner Spitzer, and Commissioner Kelly, as well.
I consider them friends and colleagues.

Also, my immediate staff: Jim, Mary Beth,
Christie, Debbie Ann, Diedra, and May. And the FERC staff

in general. | have three words for the FERC staff that I ve
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worked with.

The first is respect for the competence and
excellence that you all show every day in this Agency. It
is above and beyond any governmental entity that 1"ve ever
been associated with.

The second i1s admiration. 1 have the utmost
admiration for the hard work and dedication that you all
exhibit every single day here in what you do.

And finally, is appreciation for the support and
comraderie and friendship that you have all shown to me
while 1"ve been here for my seven years. 1 just want to let
you know that I love you all and 1711 miss you. Thank you.

With that, 1 think--

COMMISSIONER MOELLER: You®re not going to get
away with that.

(Laughter.)

CHAIRMAN WELLINGHOFF: 1 can®"t get away with i1t?

COMMISSIONER MOELLER: Nice try. 1 know you“re
not big into these public displays of appreciation--

(Laughter.)

COMMISSIONER MOELLER: --but I want to say 1 paid
for this microphone, but I didn"t.

(Laughter.)

COMMISSIONER MOELLER: But it"s on, so, Jon, I go

back to first meeting you about 7-1/2 years ago. We were
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paired together in the nomination process, and the day in
the Senate when you had to scurry and buy some cuff links
because the shirt you had you found out needed them.

(Laughter.)

COMMISSIONER MOELLER: But we"ve had quite a
ride. It"s been great to meet your wonderful family, to see
your sons grow up. | spent time with Karen. It helped that
you lived in our neighborhood and you®ll be leaving soon,
but we"ve worked on a lot of issues together over the years,
over seven years together. We"ve had our disagreements, but
I don"t think we"ve been disagreeable on them.

You"ve been a dedicated public servant, and we
wish you the best in the land of gold country and hope that,
when legally appropriate, you will stay in touch.

(Laughter.)

COMMISSIONER MOELLER: Thank you, Jon, for your
dedication and friendship.

CHAIRMAN WELLINGHOFF: Thank you, Phil. John?

COMMISSIONER NORRIS: Thanks for yielding. Let
me First echo your comments to the staff. 1 think you
recognize from your role how great our staff is, and so 1
appreciate you recognizing them.

But as Phil said, 1 know you aren®t--how much you
love long, drawn-out presentations and public expressions of

emotions and thought--
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(Laughter.)

COMMISSIONER NORRIS: --so in recognition of your
predisposition to brevity, I"ve decided to boil this tribute
down to one sentence:

Jon Wellinghoff, through your vision and work to
modernize our electric grid infrastructure and advance the
technologies that enable us to more efficiently utilize our
resources, you have made our economy more competitive and
our environment cleaner. Thank you for your public service.

CHAIRMAN WELLINGHOFF: Thank you, John. Thank
you, very much.

COMMISSIONER NORRIS: And congratulations,
Cheryl. Great job.

CHAIRMAN WELLINGHOFF: Cheryl?

COMMISSIONER LaFLEUR: Well if we"re batting
almost a thousand, Jon Wellinghoff is our Cal Ripkin,
because, 1 don®"t know if everyone knows that Jon is the
longest serving Commissioner--longest serving Chairman of
either the Federal Power Commission or the Federal Energy
Regulatory Commission, having served nearly five years.

CHAIRMAN WELLINGHOFF: 1,709 days.

(Laughter.)

COMMISSIONER LaFLEUR: That is a lot of days.
That®"s quite an accomplishment. So I join my colleagues in

congratulating you and wishing you well, as you“ve built a
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great team here and led them in very substantial
accomplishments across a wide range of issues.

I would particularly mention the work that you-"ve
led to ensure that market rules and just and reasonable in
compensating the capabilities of new resources, such as
demand response, something 1 think you are very, very
closely associated with; but also working to strengthen our
Enforcement efforts to ensure that those markets are fair
and free from manipulation.

So | hope you take enormous satisfaction in
everything you®ve accomplished, and 1 wish you and your
family a lot of happiness in your next chapter. Thank you.

CHAIRMAN WELLINGHOFF: Thank you, Cheryl. 1
appreciate it. Toni?

COMMISSIONER CLARK: Mr. Chairman, | noted today
as we were going through the agenda that 1 had absolutely no
separate statements, which may be the first time in my 18
months I1"ve been here.

(Laughter.)

COMMISSIONER CLARK: 1 don®"t know if you were
waiting for that to happen--

(Laughter.)

COMMISSIONER CLARK: It"s been a pleasure working
with you these last about a year-and-a-half that 1°ve been

on the Commission, and prior to that in my role at the state
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level as well. 1 know State Commissioners across the
country feel the same way and appreciate the collegiality
that you®ve had with all of them.

To commemorate this, over the last few months
you®ve given out a few awards, so I"ve got one for you
today. 1 know you®re moving to the wine country, and 1
didn®"t know iIf you knew this but North Dakota itself--

(Laughter.)

COMMISSIONER CLARK: --is sort of an emerging
wine powerhouse.

CHAIRMAN WELLINGHOFF: 1 notice it has a little
head on it there.

(Laughter.)

COMMISSIONER CLARK: Your time on the Commission
has coincided with, as I"m sure you know, the rise of the
Bakan play, and shale oil, and shale gas, so I thought to
commemorate that, and perhaps as a reminder of our tenure
together, what 1 might get you is a bottle of Chateau
D"Bakan.

(Laughter.)

COMMISSIONER CLARK: It is Choke Cherry Wine, 1™m
sure made with nothing but the finest unfiltered FRAC water.

(Laughter.)

COMMISSIONER CLARK: No, that®"s not true. It is

actually made by the Maple River Winery, which is about 20
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miles from my home town of Fargo. It is Choke Cherry Wine,
which is the official state fruit of the State of North
Dakota. So, for you, Mr. Chairman.

CHAIRMAN WELLINGHOFF: Thank you.

(Applause.)

CHAIRMAN WELLINGHOFF: And with that, 1 think 1

do have the gavel. This meeting iIs adjourned.

(Whereupon, at 10:58 a.m., Thursday, November 21,

2013, the 999th meeting of the Federal Energy Regulatory

Commissioners was adjourned.)
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