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November 12, 2013

Letter from Chairman Wellinghoff

I am pleased to present the Federal Energy Regulatory Commission (Commission)
Performance and Accountability Report for fiscal year 2013. This report was prepared in
accordance with the guidelines set forth in Office of Management and Budget Circular
Number (No.) A-136 and Part 6 of Circular No. A-11.

This report details the progress the Commission has made in assisting consumers obtain
reliable, efficient and sustainable energy services at a reasonable cost through appropriate
regulatory and market means. The strategic goals and objectives that support the
Commission's mission are included on page i of this document.

The Commission has completed evaluations of its management controls and financial
management systems and, based on these evaluations, I am providing a statement of assurance
that the Commission meets the objectives required by the Federal Managers' Financial
Integrity Act and that our financial systems conform with government-wide standards. In
addition, I can provide assurance that the performance information contained in this report is
complete and reliable and describes the results achieved towards our goals.
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THE FEDERAL ENERGY REGULATORY COMMISSION’S MISSION

RELIABLE, EFFICIENT, AND SUSTAINABLE ENERGY FOR CONSUMERS

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

GOAL 1: JUST AND REASONABLE RATES, TERMS AND CONDITIONS.
Ensure that rates, terms and conditions are just, reasonable and
not unduly discriminatory or preferential.

Objective 1.1: Regulatory and Market Means.
Ensure implementation of appropriate regulatory and
market means for establishing rates.

Objective 1.2: Oversight and Enforcement.
Increase compliance with the Commission’s rules and
deter market manipulation.

GOAL 2: INFRASTRUCTURE.
Promote the development of safe, reliable and efficient infrastructure
that serves the public interest.

Objective 2.1: Infrastructure Development and Siting.
Increase efficient infrastructure consistent with demand.

Objective 2.2: Safety.
Minimize risk to the public.

Objective 2.3: Reliability.

Provide for the reliable operation of the bulk power system through oversight
of the development and implementation of mandatory and enforceable
standards.

Pagei



FY 2013 Performance & Accountability Report

Management’s

Discussion and Analysis
(Unaudited)

Federal Energy Regulatory Commission
Page 1



FY 2013 Performance & Accountability Report

INTRODUCTION

In accordance with the guidelines set forth in
the Office of Management and Budget
(OMB) Circular Number (No.) A-136 and
Section 230 of Circular No. A-11, this report
presents the Federal Energy Regulatory
Commission’s (the Commission, FERC)
fiscal years (FY) 2013 and 2012 audited
annual financial statements and program
performance report. The financial section
includes the Commission’s audited balance
sheets, statements of net cost, changes in
net position, budgetary resources, custodial
activity, and notes to the financial

statements. The performance report section
includes performance measurement data for
fiscal years 2008 through 2013. Additionally,
this report includes an overview of the
Commission, including its mission and
organizational structure.

This Performance and Accountability Report
serves as a guide to the Commission’s key
initiatives and activities during FY 2013.
Approximately 1,450 full time equivalents
(FTESs) carried out the Commission’s mission
in FY 2013 using a budget of $289.3 million.

ORGANIZATIONAL STRUCTURE

The Federal Energy Regulatory Commission
is an independent regulatory agency within
the U.S. Department of Energy (DOE). The
Commission’s statutory authority centers on
major aspects of the Nation’s wholesale
electric, natural gas, hydroelectric, and oil
pipeline industries.

The Commission was created through the
Department of Energy Organization Act on
October 1, 1977. At that time, the Federal
Power Commission (FPC), the
Commission’s  predecessor that was
established in 1920, was abolished and the
Commission inherited most of the FPC's
regulatory mission.

FERC is composed of up to five
commissioners who are appointed by the
President of the United States with the
advice and consent of the Senate.
Commissioners serve staggered five-year
terms and have an equal vote on regulatory

matters. To avoid any undue political
influence or pressure, no more than three
commissioners may belong to the same
political party. One member of the
Commission is designated by the President
to serve as Chair and as FERC's
administrative head. FERC’s decisions are
not reviewed by the President or Congress,
maintaining FERC's independence as a
regulatory agency, and providing for fair and
unbiased decisions.

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

An organizational chart, including a brief
description of each office, is included below.

Federal Energy Regulatory Commission
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Office of Administrative Law Judges
and Dispute Resolution (ALJDR)

Resolves contested cases as directed by the
Commission effectively, efficiently and
expeditiously, either through impartial hearing
and decision or through negotiated settlement,
ensuring that the rights of all parties are
preserved. Assists interested parties engaged
in disputes together to promote consensual
decision making through services such as
mediation, negotiation and facilitation.

Office of Administrative Litigation (OAL)

Litigates or otherwise resolves cases set for
hearing. Represents the public interest and
seeks to litigate or settle cases in a timely,
efficient and equitable manner while ensuring
the outcomes are consistent with Commission

policy.
Office of Electric Reliability (OER)

Oversees the development and review of
mandatory reliability and security standards.
Ensures compliance with the approved
mandatory standards by the users, owners,
and operators of the bulk power system.

Office of Energy Infrastructure Security
(OEIS)

Provides leadership, expertise and assistance
to the Commission to identify, communicate
and seek comprehensive solutions to potential
risks to FERC-jurisdictional facilities from cyber
attacks and such physical threats as
electromagnetic pulses.

Office of Energy Market Regulation (OEMR)

Analyzes filings submitted by electric utilities,
and natural gas and oil pipelines to ensure that
rates, terms and conditions of service are just
and reasonable and not unduly discriminatory
or preferential. Provides support to the
Commission on matters involving market
design relating to electric, natural gas, and oil
pipeline services. Analyzes filings submitted by
the Electric Reliability Organization (ERO)
dealing with its budget, rules of procedure, and
bylaws.

Office of Energy Policy and Innovation
(OEPI)

Issues, coordinates, and develops proposed
policy reforms to address emerging issues
affecting wholesale and interstate energy
markets, including such areas as climate
change, the integration of renewable

Federal Energy Regulatory Commission
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resources, and the deployment of demand
response and distributed resources, smart grid
and other advanced technologies.

Office of Energy Projects (OEP)

Fosters economic and environmental benefits
for the nation through the approval and
oversight of hydroelectric and natural gas
pipeline energy projects that are in the public
interest.

Office of Enforcement (OE)

Serves the public interest by guiding the
evolution and operation of energy markets to
ensure effective regulation and protecting
customers through understanding markets and
their regulation, timely identifying and
remedying market problems, assuring
compliance with rules and regulations, and
detecting and crafting penalties to address
market manipulation.

Office of External Affairs (OEA)

Responsible for communications and public

relations of the Commission. Provides
informational and educational services to
Congress; federal, state and local

governments; the news media and the public;
and regulated industries, consumer and public

is the
foreign

This office also
liaison with

interest groups.
Commission’s
governments.

Office of the Executive Director (OED)

Provides administrative support services to the
Commission including human resources,
procurement, information technology,
organizational management, financial, logistics
and others.

Office of the General Counsel (OGC)

Provides legal services to the Commission.
Represents the Commission before the courts
and Congress and is responsible for the legal
aspects of the Commission’s activities.

Office of the Secretary (OSEC)

Serves as the official focal point through which
all filings are made for all proceedings before
the Commission, notices of proceedings are
given, and from which all official actions are
issued by the Commission. Promulgates and
publishes all orders, rules, and regulations of
the Commission and prescribes the issuance
date for these unless such date is prescribed
by the Commission.

STRATEGIC PLAN OVERVIEW

The United States has the world’'s most
durable market economy, every sector of
which depends vitally on energy. The
Commission has an important role in the

development of a reliable energy
infrastructure and in the protection of
wholesale customers from unjust and

unreasonable rates and undue discrimination
and preference. The Commission draws its
authority from various statutes and laws,
which are listed in Appendix A.

On September 30, 2009, the Commission
submitted to Congress its updated Strategic
Plan which will serve as a guide through
fiscal year 2014. The Commission issued a

revised plan in March 2013 as allowed by
the GPRA Modernization Act of 2010. The
Commission found during its review that the
Strategic Plan  continues to reflect
appropriately  the  direction of the
Commission. The full Strategic Plan can be

found at www.ferc.gov.

The Commission’'s mission is to assist
consumers in obtaining reliable, efficient and
sustainable energy services at a reasonable
cost through appropriate regulatory and
market means. To accomplish this, the
Commission focuses on two goals:

Federal Energy Regulatory Commission
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Goal 1. Just and Reasonable Rates,
Terms and Conditions: Ensure that rates,
terms and conditions are just, reasonable
and not unduly discriminatory or preferential.

One of the Commission’s fundamental
statutory responsibilities is to ensure that
rates, terms and conditions for wholesale
sales and transmission of electric energy
and natural gas are just and reasonable and
not unduly discriminatory or preferential. The
Commission uses a combination of
regulatory and market means to achieve this
goal, including reviewing tariffs and making
rate determinations. Oversight of the energy
markets and enforcement of the associated
laws, rules and regulations are essential
complements to the regulatory and market
means. The Commission uses a balanced
approach in its oversight and enforcement
efforts, including: educating affected entities
about market rules and other regulations;
promoting internal compliance programs;
employing robust audit and investigation
programs; and, where appropriate,
exercising the Commission’s civil penalty
authority as a deterrent to violations.

Goal 2. Infrastructure: Promote the
development of safe, reliable and efficient
energy infrastructure that serves the public
interest.

The Commission plays an important role in
the development of a strong energy
infrastructure that operates efficiently, safely
and reliably. The Commission has siting
authority that includes licensing non-federal
hydropower projects, certificating interstate
natural gas pipelines and storage projects,
and authorizing liquefied natural gas (LNG)
facilities. The Commission relies primarily on
physical inspections of facilities to ensure the
safety of LNG and non-federal hydropower
facilities throughout the entire life cycle of a
project: design review, construction and
operation. Further, the Commission
promotes efficient operation of energy
infrastructure by encouraging, for example,
the use of new technologies, and other
procedures that may enhance economic
efficiency.

The Commission has an important role in
providing for the reliable operation of the
bulk power system. Under section 215 of the
Federal Power Act (FPA), the Commission
certified, and now oversees, the ERO. The
ERO develops and enforces mandatory
reliability standards, subject to the review
and approval by the Commission. Section
215 defines a ‘"reliability standard" as
including "requirements for the operation of
existing  bulk-power system facilities,
including cyber security protection, and the
design of planned additions or
modifications..." These standards, if
approved by the Commission, apply to
utilities that own or operate the bulk-power
system. The Commission also monitors
system disturbances to identify near- and
long-term issues affecting generation and
transmission.

Spanning across these responsibilities is the
Commission’s commitment to the security of
the transmission system, oil and gas
pipelines, LNG facilities and hydropower
infrastructure. With the newly created Office
of Energy Infrastructure Security (OEIS), the
Commission will leverage its existing
resources in a coordinated manner to
provide leadership, expertise, and
assistance in identifying, communicating,
and seeking comprehensive solutions to
significant potential cyber and physical
security risks to the energy infrastructure
under the Commission’s jurisdiction. Using
the Commission’s current authorities under
the FPA, the Natural Gas Act, and the
Interstate  Commerce Act, the office will
identify current and emerging defense and
mitigation strategies for cyber and physical
security threats to energy infrastructure.

As the Commission works to achieve its
mission, its focus remains on five guiding
principles: organizational excellence, due

process and transparency, regulatory
certainty, stakeholder involvement, and
timeliness. Whether the Commission is

adjudicating a rate filing, ruling on a permit
application, or developing a new policy, it
strives to meet these criteria as a means of
ensuring that each of its actions is consistent
with the public interest.

Federal Energy Regulatory Commission
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STRATEGIES FOR CARRYING OUT THE COMMISSION’S RESPONSIBILITIES

The Commission’s two core functions are to
ensure that wholesale electric and natural
gas rates are just and reasonable and not
unduly discriminatory or preferential and that
energy infrastructure is developed in the
public interest. To achieve these goals, the
Commission will employ several strategies
which are summarized below.

The organized wholesale electric markets
represent one area in which the Commission
relies on regulatory and market means to
ensure that rates are just and reasonable
and not unduly discriminatory or preferential.
The Commission will establish rules that
enhance competition by allowing non-
discriminatory market access to all supply-
side and demand-side energy resources.
Improving the competitiveness of these
markets is important because it encourages
new entry among supply-side and demand-
side resources, spurs innovation and
deployment of new technologies, improves
operating performance, and exerts
downward pressure on cost. Notable
benefits also stem from more broadly
diversifying the fuels used to generate
electricity. In executing its authority, the
Commission will take steps to ensure a level
playing field in jurisdictional markets for all
types of resources.

In an effort to increase compliance with rules
and to deter market manipulation, the
Commission will promote internal
compliance programs and self-reporting of
violations by regulated entities. The
Commission has provided guidance on
elements of an effective compliance program
and will review compliance programs as part
of routine compliance audits. In addition, the
Commission will further this strategy by
giving companies credit against settlements
if a robust compliance program was in effect
when the violation occurred. In cases where
a company is given a reduced civil penalty,
the settlement agreement should be made
known to the industry in order to encourage
others to adopt and implement robust and
thorough compliance programs.

In addition to the regulation and oversight of
energy markets, the Commission aims to

increase efficient infrastructure consistent
with demand. The Commission is employing
the use of incentive rates, the adoption of
smart grid standards and other transmission-
related activities to try to increase the
number of electric transmission projects that
incorporate advanced technologies. The
Commission also supports an open and
transparent electric transmission planning
process in order to increase infrastructure
efficiency.

A significant portion of the Commission’s role
in energy infrastructure development stems
from siting authority that includes licensing
non-federal hydropower projects, certificating
interstate natural gas pipelines and storage
projects, and authorizing LNG facilities.
Throughout all of these processes, the
Commission’s goal is to expedite application

processing without compromising
environmental responsibilities or  public
participation. Reconciling these interests,

however, remains a significant challenge.
The Commission believes that issues are
best addressed openly and early in the
application process. The Commission
encourages, and sometimes requires,
project proponents to engage in early
involvement of state and federal agencies,
Indian tribes, affected landowners and the
public.

To ensure that jurisdictional infrastructure
projects are safe, the Commission performs
a detailed safety analysis during its
comprehensive review of a proposal for a
new LNG or hydropower facility. The
Commission also monitors and inspects
these projects throughout the life cycle to
ensure safety and security compliance.
During  construction, Commission staff
engineers frequently inspect a project and
once construction is complete, the
Commission follows inspection schedules
depending on the type of facility. In addition,
all LNG and hydropower facilities are
required to coordinate with federal, state and
local agencies and develop emergency
response plans. The Commission is working
to develop and incorporate risk-informed
decision making (RIDM) into the dam safety
program.

Federal Energy Regulatory Commission
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This transition could have several positive
impacts on the Commission’'s dam safety
program including, among others, a better
understanding of potential failure modes, a
better understanding of the consequences of
potential failure modes on life, health and
property, and an improved ability to evaluate
risk reduction alternatives.

To protect and improve the reliability and
security of the Nation’s bulk power system,
the Commission oversees the development
and review of mandatory reliability and
security standards. The Commission
achieves this through active involvement in
the standards development process of the
ERO and review of all reliability standards
filed by the ERO. The Commission provides
extensive oversight of the ERO processes
and compliance efforts to ensure firm, fair,
and consistent implementation of, and
compliance with, the approved mandatory
reliability standards, including cyber and
physical  security  standards. The
Commission also joins or leads incident and
alleged violation analyses and/or
investigations following bulk-power system
incidents or complaints. The Commission
also tracks and reviews all alleged violations,
mitigation plans, and proposed penalties and
conducts ERO and regional entity
performance reviews and audits.

With respect to protecting the energy
infrastructure, the Commission will
concentrate its efforts in four areas:

developing recommendations for
identifying and communicating mitigating
alternatives for potential cyber and
physical security threats to Commission
jurisdictional energy infrastructure;

offering assistance, expertise and advice
to other federal and state agencies, and
jurisdictional utilities, for identifying and
communicating mitigating alternatives for
cyber and physical security threats to

Commission jurisdictional energy
infrastructure;
contributing to interagency and

intelligence-related  coordination  and
collaboration efforts with  appropriate
federal, state agencies and industry
representatives on cyber and physical
security matters related to Commission
jurisdictional energy infrastructure; and

conducting outreach to improve the
exchange of information with private sector
owners, users and operators of the energy
delivery systems, regarding identification,

communication and mitigation of cyber and
physical threats to Commission
jurisdictional energy infrastructure.

BUSINESS PLAN

The Commission’s annual Business Plan
details the activities and resources allocated
to meet the Strategic Plan’'s goals and
objectives. This increases internal
accountability by enabling management to
link individual office responsibility and budget
resources to Commission activities. The
Business Plan is an iterative process that

helps to identify which activities are leading
the Commission towards achieving particular
goals and objectives. During FY 2013, the
Commission reported actual FTE usage at a
detailed activity level in its Business Plan,
which improved offices’ ability to organize
and allocate resources effectively.

FULL COST RECOVERY

The Commission recovers the full cost of its
operations through annual charges and filing
fees assessed on the industries it regulates
as authorized by the FPA and the Omnibus
Budget Reconciliation Act of 1986. The

Commission deposits this revenue into the
Treasury as a direct offset to its
appropriation,  resulting in  no  net
appropriations.

Federal Energy Regulatory Commission
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PROGRAM PERFORMANCE OVERVIEW

The performance measurement data and other achievements included below constitute several of
the Commission’s key achievements during FY 2013. The performance measures and targets were
taken from the Commission’s FYs 2009 — 2014 Strategic Plan. A complete list of the Commission’s
performance measurement data for fiscal years 2008 through 2013 is included in the Performance
Report section of this report.

GOAL 1: JUST AND REASONABLE RATES, TERMS AND CONDITIONS

OBJECTIVE 1.1: REGULATORY AND MARKET MEANS
Ensure implementation of appropriate regulatory and market means for establishing rates

STRATEGY 1

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

Performance Measure 1

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

Year Target Result

Target Met. The Commission issued an order
on the sixth and remaining initial compliance
filing related to Order No. 745, Demand
Response Compensation in Organized
Wholesale Energy Markets (Docket No.
ER11-4338-000).

FY 2013 | Implement Final Rule as appropriate

Performance Measure 2

Best practices for demand response products and procedures will be explored and, as
appropriate, implemented in organized wholesale electric markets.

Year Target Result

Target Met. The Commission issued an order
on the sixth and remaining initial compliance
filing related to Order No. 745, Demand
Response Compensation in Organized
Wholesale Energy Markets.

FY 2013 | Monitor implementation and performance

Further, the Commission on February 21,
2013, issued a Final Rule (Order No. 676-G)
adopting Standards for Business Practices
and Communications Protocols for Public
Utilities.

Federal Energy Regulatory Commission
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Performance Measure 3

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

Year Target Result

Target Met. The Commission issued orders
on the two remaining compliance filings
associated with Order No. 755, Frequency
Regulation Compensation in the Organized
Wholesale Power Markets. Further, a filing by
a regional transmission organization (RTO)
not initially subject to Order No. 755 was
made in FY 2013 and is pending Commission

FY 2013 | Monitor implementation and performance action.

Further supporting this measure, the
Commission issued Order No. 784, adopting
the notice of proposed rulemaking (NOPR) on
Third Party Provision of Ancillary Services;
Accounting for Financial Reporting for New
Electric Storage Technologies.

Performance Measure 4

Market reforms which will allow renewable resources to compete fairly will be explored and,
as appropriate, implemented in Commission-jurisdictional markets.

Year Target Result

Target Met. On December 20, 2012 and
September 19, 2013, the Commission issued
orders on rehearing of Order No. 764,
Integration of Variable Energy Resources.

FY 2013 | Monitor implementation and performance

The Commission also extended the deadline
for submission of compliance filings from
September 11, 2013 to November 12, 2013.

(Remainder of page intentionally left blank.)
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STRATEGY 2

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

Performance Measure 5

By FY 2014, efficiency in market operations will be enhanced through deployment of new
software and optimization of hardware.

Year Target Result

Target Met. The Commission held a meeting
on Potential Improvements in Computational
Models for Markets of the Future to Enhance
the Efficiency of Independent System
Operators (ISO) Markets in 2025 on May 2,
2013. The Commission also held a Technical
Conference on Increasing Real-Time and
Day-Ahead Market Efficiency Through
Improved Software (AD10-12-004) on June
24-26, 2013.

FY 2013 | Monitor implementation and performance

STRATEGY 3

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

Performance Measure 6

By FY 2014, the performance of markets within and outside of ISOs/RTOs will be measured
using a common set of metrics.

Year Target Result

Target Met. Staff issued a report specifying
performance metrics for regions outside 1SO
FY 2013 Establish appropriate common metrics and RTO markets. The metrics in this report
between ISOs/RTOs and non-ISOs/RTOs | are a subset of the ISO and RTO performance
metrics and therefore represent common
metrics that are applicable to all regions.

Federal Energy Regulatory Commission
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OTHER NOTEWORTHY ACCOMPLISHMENTS DURING FY 2013
OBJECTIVE 1.1: REGULATORY AND MARKET MEANS

In FY 2013, the Commission issued a
number of orders addressing filings to
facilitate the integration of the Entergy,
Services Inc. operating companies into the
Midcontinent Independent System
Operator, Inc. (MISO) regional
transmission organization and markets,
which is planned to take place in
December 2013.

In  October 2012, the Commission
conditionally approved Southwest Power
Pool, Inc.’s (SPP’s) Day 2 market
proposal, the Integrated Marketplace,
which includes day-ahead and real-time
energy and operating reserve markets with
locational marginal pricing, financial
transmission rights, virtual transactions,
and a revised market power mitigation
plan.

In FY 2013, the Commission addressed a
number of challenging issues related to
buyer-side market power mitigation in
organized capacity markets, including in
February, orders addressing exemptions
for state-sponsored public policy projects,
including renewable resources, in a
complaint filed by New England States
Committee on Electricity against ISO New
England, Inc. (ISO-NE) and a related ISO-
NE compliance filing and, in May an order
addressing PJM Interconnection LLC's
(PJM) proposed revisions to its provisions
for granting exemptions to the Minimum
Offer Price Rule.

In May 2013, following an investigation
under section 206 of the FPA, the
Commission issued an order requiring
reforms to the MISO transmission owners’
formula rate protocols to ensure that the
transmission owners provide adequate
information to the Commission and
interested parties to demonstrate that they
are accurately implementing their formula
rates.

At its June 2013 public meeting, the
Commission invited PJM, MISO, and the
relevant state entities to discuss the
difficult issues related to the capacity
deliverability across the PJM and MISO

seam and then urged that the region
propose milestones. In September 2013,
the RTOs submitted an informational filing
to provide a description of, and schedule
for, Joint and Common Market initiatives.

In June 2013, the Commission approved

the California  Independent  System
Operator Corporation’s (CAISQO’s)
proposed implementation agreement to

establish contractual terms under which
CAISO will configure and expand its real-
time energy market for use as energy
imbalance service by PacifiCorp and its
transmission customers across six states.

In FY 2013, Commission staff developed
the “2013 Annual Assessment of Demand

Response and Advanced Metering
Infrastructure” staff report. This report
assesses electricity demand response

resources, including those available from
all consumer classes, as required by the
Energy Policy Act of 2005 (EPAct 2005)
section 1252(e)(3).

A technical conference on Centralized
Capacity Markets in RTOs/ISOs (AD13-7-
000) was held September 25, 2013 to
consider how current centralized capacity
market rules and structures are supporting
the procurement and retention of
resources necessary to meet future
reliability and operational needs in 19
states and the District of Columbia.

On January 17, 2013, the Commission
issued a notice of proposed rulemaking for
Small Generator Interconnection
Agreements and Procedures (Docket No.
RM13-2-000). The NOPR proposed
reforms intended to reduce the time and
cost to process small generator
interconnection requests and allow for
more efficient interconnection of these
resources to benefit customers.

A technical workshop about Small
Generator Interconnection Agreements
and Procedures (RM13-2-000) was held
March 27, 2013. This workshop is
convened to give stakeholders the
opportunity to discuss the proposed

Federal Energy Regulatory Commission
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reforms to the pro forma Smart Grid
Interoperability Panel and the pro forma
Small Generator Interconnection
Agreement and other related issues.

In March 2013, the Commission issued a
final rule amending the filing requirements
for natural gas pipeline companies that
choose to recover Commission-assessed
annual charges through an annual charge
adjustment (ACA) clause. Natural gas
pipeline companies utilizing an ACA clause
are no longer required to make separate
annual tariff filings, but must now
incorporate the Commission-authorized
annual charge unit rate by reference to
that rate, as published on the
Commission’s website.

In July 2013, the Commission issued a
final rule adding optional filing procedures
for intrastate natural gas pipelines
providing  transportation  service in
interstate commerce pursuant to section
311 of the Natural Gas Policy Act of 1978.
The new optional filing procedures permit
uncontested filings to be approved sixty
days after being filed.

In May 2013, the Commission issued a
final rule revising its regulations
concerning the form, composition, and
filing of rates and charges by interstate oil
pipelines for transportation in interstate
commerce.

In July 2013, the Commission issued a
final rule changing the reporting
requirements for the Annual Cost of
Service Based Analysis Schedule in the oll
pipeline industry’s annual report, the FERC
Form No. 6. The modifications require

reporting of additional financial information
regarding the pipeline’s investment or rate
base, regulated cost of capital for debt and
equity capital, and composite income tax
rate related to the regulated provision for
income taxes. The additional data will
allow both the Commission and industry
stakeholders to more accurately analyze
the financial performance of the oil
pipelines.

Commission staff negotiated settlements
resulting in cumulative annual savings of
approximately $263 million and one-time
savings of approximately $124 million for
American energy consumers, including:
natural gas pipeline proceedings which
provide approximately $137 million in
annual savings to the pipeline’s customers;
a settlement of an oil pipeline case that will
result in savings of over $100 million over
a five year period and a separate oll
pipeline  proceeding which  secured
approximately $17 million in refunds for the
pipeline’s customers.

Commission staff fostered settlements
which provide for the recovery of costs
associated with seven new transmission
projects that reflect the inclusion of five
transmission rate incentives and will
enable the integration and transfer of
renewable energy across the Midwest.

Commission  staff facilitated fifteen
settlements among various parties that
had entered into short-term energy

transactions in the Pacific Northwest
during the Western energy crisis in 2001,
ending a history of long, protracted
litigation for these parties.

(Remainder of page intentionally left blank.)
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OBJECTIVE 1.2: OVERSIGHT AND ENFORCEMENT
Increase compliance with the Commission’s rules and deter market manipulation.

STRATEGY 1
Promote internal compliance programs and self-reporting of violations

Performance Measure 8

' By FY 2014, 70 percent of company compliance programs reviewed on Commission audits for
the audit focus areas are found to be adequate to demonstrate a culture of compliance.

Year Target Result
Target Met. 90% (18 out of 20) of compliance
FY 2013 | 55% programs found to be adequate to
demonstrate a culture of compliance.

In FY 2013, the Commission completed the review of 20 jurisdictional companies’ compliance
programs as they related to the focus of the audits. In reviewing these compliance programs, the
Commission determined that 90 percent of companies (18 out of 20) adequately demonstrated a
culture of compliance. The Commission continues to see increased awareness of the benefits of
strong compliance programs based on the Commission’s publicly issued audit reports and outreach
efforts encouraging stronger compliance. In particular, the Commission is encouraged by proactive
measures to enhance existing compliance programs and a general increase in cooperation on audits.

Performance Measure 9

By FY 2014, 70 percent of compliance programs reviewed through investigations that involve
a penalty are found to be sufficiently robust to merit credit to reduce the penalty.

Year Target Result

Target Met. In 55% (10 out of 18) of the
relevant cases, the Commission found

FY 2013 | 55% compliance programs in place at the time of
the violation to be sufficiently robust as to
merit credit to reduce or eliminate penalties.

In FY 2013, the Commission finalized 18 settlements of investigations on a range of violations within
the Commission’s jurisdiction, for example, violations of the anti-manipulation rule, Reliability
Standards, prior filing requirements, open access transmission tariff requirements, hydroelectric facility
licenses, and other rules, regulations and orders. Commission staff also opened 16 investigations in
FY 2013 and continued dozens of other investigations involving potential market manipulation and
other Commission regulations and tariff violations.

(Remainder of page intentionally left blank.)

Federal Energy Regulatory Commission
Page 13




STRATEGY 2
Use a risk-based approach to plan and prioritize audits of jurisdictional companies

FY 2013 Performance & Accountability Report

Performance Measure 10

By FY 2014, 80 percent of the Commission’s audit program will be planned using a risk-based

approach.
Year Target Result
5 -
FY 2013 | 80% Target Met.. 98 A).(47 out of 48) of audits
planned using a risk-based approach.

During FY 2013, the Commission planned to conduct 48 audits of public utilities and natural gas
pipeline companies. Of the 48 planned audits included in the Commission’s annual audit plan, the
Commission used a risk-based methodology to plan 98 percent of the audits (47 out of 48). In FY
2013, the Commission completed 29 audits which resulted in the issuance of 360 recommendations

for corrective actions to public utilities and natural gas pipeline companies.

During FY 2013,

Commission audits resulted in $15 million in refunds and savings to utility ratepayers.

The use of a risk-based audit approach was key to maximizing the use of staff resources, while at the
same time selecting audit candidates that pose the most risk of not complying with the Commission’s
statutes, orders, policies, rules, and regulations.

OTHER NOTEWORTHY ACCOMPLISHMENTS DURING FY 2013
OBJECTIVE 1.2: OVERSIGHT AND ENFORCEMENT

The Commission issued Order No. 770 to
change the process for filing Electric
Quarterly Reports (EQR) and adopting a
web-based approach to filing EQRs. The
new approach serves the public and
enhances market transparency by
upgrading the EQR software from an
outmoded, ineffective, and unsustainable
system. Market transparency is enhanced
under the new software by ensuring that
filed data is screened for formatting and
errors before it is made public.

In FY 2013, the Commission fully
implemented the data collection regimen
prescribed in Order No. 760 for five of the
six organized markets; New York
Independent System Operator (NYISO)
requested and was granted additional time
to comply. Each organized market
submits to the Commission, on a daily
basis, its latest data on relating to physical
and virtual offers and bids, market awards,
resource outputs, marginal cost estimates,
shift factors, financial transmission rights,
internal bilateral contracts, uplift, and
interchange pricing. Since the beginning
of the fiscal year, the Commission has

collected over 2 billion lines of data. While
much of this data is considered market
sensitive and is not available to the public,
the Commission is using this data to
screen for improper behavior within the
markets.

In FY 2013, the Commission fully
implemented Order No. 771 which
required participants in electric markets to
grant Commission access, on a non-public
and ongoing basis, to the complete
electronic tags (e-Tags) used to schedule
the transmission of electric power
interchange transactions in wholesale
markets. This Order was implemented
with minimal burden on market participants
in that the organization that maintains the
e-Tag clearance system adjusted the
submission process to automatically
include the Commission as a party on all
e-Tags. The Commission was able to
begin accessing and analyzing all new e-
Tags on the rule’s effective date of March
15, 2013.

In  January 2013, the Commission
approved a settlement between OE and
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Deutsche Bank, for a $1.5 million civil
penalty and $172,645 in disgorgement that
resolved an order show cause proceeding
involving alleged violations of the FPA and
the Commission’s anti-manipulation rule
and accuracy requirements.

In March 2013, the Commission approved
a settlement between OE and Rumford
Paper Company, for a $10 million civil
penalty and over $2.8 million in
disgorgement, that resolved an order to
show cause proceeding initiated in July
2012 involving alleged violations of the
FPA and the Commission’s anti-
manipulation rule. Separately, in August
2013 the Commission resolved three
related orders to show cause involving
Lincoln Paper and Tissue, Competitive

Energy Services, LLC, and Richard
Silkman through issuance of penalty
assessment orders confirming OE’s

findings of violations of the FPA and the
Commission’s anti-manipulation rule.

In July 2013, the Commission approved a
settlement between OE and J.P. Morgan
Venture Energy Corporation (JPMVEC),
resolving allegations of violations of the
FPA, the Commission’s anti-manipulation
rule, and the CAISO and MISO tariffs
concerning twelve separate JPMVEC
schemes.

In July 2013, the Commission resolved an
October 2012 order to show cause
proceeding against Barclays Bank, PLC
and four of its traders by issuing a penalty
assessment order confirming OE staff's
findings of violations of the FPA and the
Commission’s anti-manipulation rule.

In July 2013, the US Court of Appeals for
the District of Columbia upheld a June
2011 Commission order granting summary
judgment and assessing a penalty
confirming OE staff's findings of violations
after issuing an order to show cause in the
Quntum Energy/Kourouma matter.

In August 2013, the Commission issued an
order to show cause in the BP America
Inc. matter involving alleged violations of
the Natural Gas Act and the Commission’s
anti-manipulation rule.

In November 2012, the Commission
launched investigations into the rates
charged by two interstate natural gas
pipeline companies to determine whether
the companies’ revenues were
substantially over-recovering the cost of
providing services, resulting in unjust and
unreasonable rates charged to customers.
The Commission’s investigations stem
from its annual review of the cost and
revenue information  submitted by
interstate natural gas companies in their
annual financial report to the Commission,

the FERC Form No. 2. These two
investigations resulted in uncontested
settlements resolving all issues and

providing annual savings of $45 million to
customers.

In FY 2013, the Commission issued a
Notice of Inquiry (NOI) on Enhanced
Natural Gas Market Transparency on
November 15, 2012 to seek comment on
whether the Commission should obtain
physical natural gas sales data directly
from market participants.

In November 2012, the Commission
suspended JPMVEC'’s market-based rate
authority to sell energy, capacity and
ancillary services in wholesale electricity
markets for six-months beginning April 1,
2013, for submitting false or misleading
information to the Commission and CAISO
in violation of section 35.41(b) of the
Commission’s regulations.

In FY 2013, the Commission received 81
self-reports of violations. Staff reviewed
every self-report promptly to determine if
any warranted opening an investigation.

In FY 2013, the Commission received 158
calls to its Enforcement Hotline, each of
which received prompt attention. Two of
these calls resulted in the opening of an
investigation.

In June 2013, the Commission authorized
the proposed merger of Entergy
Corporation and ITC Holdings Corporation
as being consistent with the public interest
and meeting the Commission’s merger
policy. The order also facilitated the
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complex integration of the new companies’
transmission assets into MISO.

In FY 2013, the Commission commenced
27 audits to ensure compliance with
Commission regulations in the areas of
formula rates, market-based rates, gas
tariffs, transmission incentives, demand

response, mergers, nuclear
decommissioning, accounting, and
reporting.

The Commission completed audits of two
major utilities involved with compliance

anomalous activity. Specifically, staff
developed and routinely ran screening
mechanisms for market data related to
daily and monthly natural gas trading at
over 80 hubs. Electric market screens for
both organized and exchange traded
markets utilizing incoming Order 760
related data, EQR data, and exchange
data were also routinely run. Screen
activities resulted in a number of
Memorandum of Understanding (MOU)
requests to other government agencies,
fact finding outreach to  market
participants, and referral of matters for

investigation to the Commission’s Division

with transmission incentive requirements won
of Investigation.

and integrating significant alternative
power generation in the western
interconnect, Southern Californian Edison e In FY 2013, Commission staff identified
and Pacific Gas & Electric. potential subjects of nonpublic
investigations, conducted forensic analysis

e In FY 2013, Commission staff has of complex market data and information to

continued to perform surveillance and assist in determining whether manipulation
analysis of data relating to physical natural or other improper conduct occurred or is
gas and electric power markets and occurring.

related financial products by developing
and implementing surveillance tools to
detect potential manipulation,
anticompetitive  behavior, and other

GOAL 2: INFRASTRUCTURE

OBJECTIVE 2.1: INFRASTRUCTURE DEVELOPMENT AND SITING
Increase efficient infrastructure consistent with demand

STRATEGY 1
Encourage new electric transmission facilities that advance efficient transmission system operation

Performance Measure 11

By FY 2014, 50 percent of all new transmission projects will incorporate advanced
technologies.

Year Target Result

Target Met. Of the 25 projects that met the
criteria, 16 (64%) incorporated advanced
technologies.

FY 2013 | 35%
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STRATEGY 2

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

Performance Measure 12

By FY 2014, all public utilities will implement open and transparent transmission planning
processes that include analysis and consideration on a comparable basis of proposed
solutions involving any of generation, transmission, and demand resources.

Year Target Result

Target Met. In FY 2013, the Commission
issued fifteen orders addressing all of the
initial regional compliance filings. Also,
Commission staff attended, in person and
through teleconference, various Order No.
FY 2013 | Monitor implementation and performance | 1000 open meetings held in each
transmission planning region. At these
meetings, staff provided assistance to public
utilities, stakeholders and other interested
parties regarding the interregional compliance
requirements of Order No. 1000.

STRATEGY 3
Promote efficient design and operation of natural gas facilities

Performance Measure 13

By FY 2014, 100 percent of jurisdictional natural gas companies will be examined for
feasibility of installing waste heat recovery systems.

Year Target Result

Target Met. Between FYs 2010 and 2013,
Commission staff examined a total of 81% of
the Commission'’s jurisdictional natural gas
FY 2013 | 80% companies (129 of 159) for feasibility of
installing waste heat recovery systems. In FY
2013 specifically, Commission staff examined
31 companies.

The Commission continued its efforts to explore ways to improve the efficiency in the design and
operation of jurisdictional natural gas facilities. Between FYs 2010 through 2013, Commission staff
examined 81 percent of the Commission’s jurisdictional natural gas companies for feasibility of
installing waste heat recovery systems. By the end of FY 2013, 25 jurisdictional pipelines have
identified 75 stations that meet the initial requirements for feasibility. Commission staff also conducted
guarterly reviews of Electronic Bulletin Boards to gauge participation across the industry, and reviewed
the FERC Form 567, annual flow diagrams, to identify which companies have facilities that may be
candidates for waste heat recovery efforts in future years.
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OTHER NOTEWORTHY ACCOMPLISHMENTS DURING FY 2013
OBJECTIVE 2.1: INFRASTRUCTURE DEVELOPMENT AND SITING

In FY 2013, the Commission approved rate
incentives for 6 projects, totaling 484 miles
of new transmission and a billion dollar
investment in infrastructure.

The Commission issued 35 orders
authorizing 3,210 MW megawatts of
hydroelectric capacity, including 50 MW of
new capacity and authorization of the first
tidal energy device in the nation, which is
now operating in Cobscook Bay, Maine.
Thirty-four National Environmental Policy
Act (NEPA) documents and 12 study plan
determinations were also issued, including
a study plan for the controversial Susitna-
Watana Project, the first large, new dam
proposed in the U.S. in decades.

The Commission issued 449
environmental documents supporting the
authorization of more than 3,800 Million
cubic feet per day (MMcf/d) of natural gas
pipeline capacity and over 56,000 MMcf of
new natural gas storage capacity.

The Commission approved the final design
for the Sabine Liquefaction Project, the
first LNG project authorized to export U.S.
gas to both free-trade and non-free-trade
agreement countries.

In January 2013, the Commission issued a
Policy Statement to clarify and refine its
policies to facilitate the development of
new merchant transmission projects and
new nonincumbent, cost-based,
participant-funded transmission projects.
The Policy Statement provided more
flexibility in the allocation of capacity for
customers and transmission developers,
while adhering to open access policies.

In August 2013, the Commission accepted
Lake Erie Clean Power Connector’s
application, inter alia, to sell transmission
rights at negotiated rates on a 60-mile,

2000 MW high-voltage direct current
merchant transmission  project that
originates in Ontario, Canada and

terminates in Erie, Pennsylvania. This
was the first filing submitted under the

Commission’s merchant policy statement
(Docket Nos. AD12-9 and AD11-11).

Technical conferences on Coordination
between Natural Gas and Electricity
Markets  (AD12-12-000) were  held
February 13, 2013 and April 25, 2013.
The February 13, 2013 technical
conference solicited stakeholder input
regarding information  sharing and

communications issues between natural
gas and electric power industry entities
while the April 25, 2013 technical
conference focused on natural gas and
electric scheduling, and issues related to
whether and how natural gas and electric
industry schedules could be harmonized in
order to achieve the most efficient
scheduling systems for both industries.

On July 18, 2013, a NOPR was issued for
Communication of Operational Information
between Natural Gas Pipelines and
Electric Transmission Operators (RM13-
17-000). This NOPR intended to promote
reliable service and operational planning
by removing potential barriers to
communication between interstate natural
gas pipelines and electric transmission
operators.

The Commission hosted an information
exchange with Canada on marine and
hydrokinetic (MHK) technologies, and co-
hosted a symposium with DOE on the
findings of recent MHK research.

The Commission continued to conduct
outreach meetings with the hydropower
industry. The focus of the recreation
workshops was to assist licensees in
completing the FERC Form 80 which is a
compilation of recreation facilities and user
data. The workshops also encouraged
discussion on the development of
recreational opportunites at FERC
projects. The shoreline management
workshop assisted licensees in dealing
with increased pressures for development
around FERC reservoirs in conjunction
with environmental, safety, and security
concerns. The workshops provided an
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educational forum to assist licensees in
understanding the Commission’s policies
and how they can implement their
licenses.

e The Commission established successful
working relationship with other agencies to
facilitate interagency cooperation,
including a draft MOU with the California
State Water Resources Control Board for
the coordination of ILP pre-filing activities;
an MOU with the USCG on interagency

OBJECTIVE 2.2: SAFETY
Minimize risk to the public.

STRATEGY 1

cooperation on MHK projects; two
committees established by the American
Petroleum Institute to develop guidelines
for recommended practices for the design,
operation, and integrity management of
natural gas storage facilities; and the
Communication Security, Reliability, and
Interoperability Council to provide technical
assistance to the FCC on MHK projects
and subsea cables.

Incorporate risk-informed decision making into the dam safety program

Performance Measure 14

By FY 2014, risk-informed decision making will be incorporated into the FERC dam safety
program.

Year Target

Result

FY 2013 | Finalize policy and technical guidelines

Target Met. Ten chapters finalizing the policy
and technical guidelines on the use of Risk
Informed Decision Making in the
Commission’s Dam Safety Program have
been completed.

The Commission finalized ten chapters of policy and technical guidance to incorporate risk-informed
decision-making into its dam safety program. This guidance was developed in an open, collaborative
process with representatives of the hydropower industry, including FERC-regulated licensees. These
guidelines will continue to enhance and evolve the dam safety program and we will better understand
the potential failure modes of dams as well as understand the potential consequences these failure
modes have on life, health, and property. Through the use of risk methodologies, the Commission will
also improve its ability to evaluate risk reduction alternatives.

OTHER NOTEWORTHY ACCOMPLISHMENTS DURING FY 2013
OBJECTIVE 2.2: SAFETY

e The Commission, in response to increased
interest in LNG exports, established
protocols and processes with the United
States Department of Transportation
(USDOT) and the United States Coast
Guard (USCG) to address jurisdictional
and regulatory issues and ensure proper
oversight of non-conventional LNG
liquefaction and storage facilities. In
addition, based on sound engineering

principles and peer review, the
Commission validated the USDOT'’s LNG
fire model to ensure the credibility of our
safety review of LNG facilities.

e The Commission completed over 68 dam

safety remediations costing licensees over
$489 million; detected possible dam safety
deficiencies at 539 dams, which are under
investigation  or  remediation; and

Federal Energy Regulatory Commission

Page 19




FY 2013 Performance & Accountability Report

completed 2,150 dam safety engineering
inspections, 8,370 engineering evaluations

jurisdictional dams and the people who live
and recreate at them.

and studies, 170 independent inspection
report reviews, and 110 Emergency Action
Plan tests, all to ensure the safety of

OBJECTIVE 2.3: RELIABILITY

Provide for the reliable operation of the bulk power system through oversight of the development and
implementation of mandatory and enforceable standards.

STRATEGY 1
Process reliability standards in a timely manner

Performance Measure 15

By FY 2014, proposed Reliability Standards will be processed in a timely manner at least 80
percent of the time.

Year Target Result

Target Met. 100% of filed reliability
standards have orders issued within 18
months (includes regional and Critical
Infrastructure Protection (CIP) standards).

FY 2013 | 80%

STRATEGY 2
Monitor, audit, and enforce Reliability Standards

Performance Measure 16

By FY 2014, Reliability Standards will be enforced effectively, resulting in a reduction of the
frequency of repeat violations by at least 10 percent.

Year Target Result
. R . Target Met. The Commission developed a
FY 2013 :\? g?atlsfy number of repeat violations using report, tracking and analyzing repeat
violations.
STRATEGY 3

Identify reliability parameters that affect goals of reducing carbon and increasing the penetration of
renewable energy resources on the electric transmission grid

Performance Measure 17

By FY 2014, reliability parameters that could affect goals of reducing carbon and increasing
the penetration of renewable energy resources on the electric transmission grid will be
finalized.

Year Target Result

Target Met. The Commission received and
reviewed industry comments in response to
the Commission-issued report on Frequency
Response.

FY 2013 | Present analysis to industry
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OTHER NOTEWORTHY ACCOMPLISHMENTS DURING FY 2013
OBJECTIVE 2.3: RELIABILITY

The Commission approved the ERO'’s filed
definition of “bulk electric system” to help
ensure consistency in identifying and
registering components of the bulk electric
system that are subject to the approved
Reliability and CIP Standards across the
country.

The Commission directed the North
American Electric Reliability Corporation
(NERC) to develop Reliability Standards to
mitigate the impact of geomagnetic
disturbances (GMD) on the reliability of the
Bulk-Power System.

The Commission approved the ERO’s
proposed revisions to the Reliability
Standard for Transmission Vegetation
Management. This Standard was
developed to require vegetation
management practices that effectively
protect against vegetation-related
transmission outages.

The Commission proposed to approve
Version 5 of the ERO’s CIP Standards,
which pertain to the cyber security of the
bulk electric system. CIP version 5
includes new cyber security controls and
extends the scope of the systems that are
protected by the CIP Standards.

The Commission proposed to retire 34
requirements  within 19 Reliability
Standards that (1) provide little protection
for Bulk-Power System reliability or (2) are
redundant with other aspects of the
Reliability Standards. The Commission
also proposed to withdraw 42 Commission
directives for the ERO to develop
modifications to Reliability Standards. The
directives at issue have either been
addressed in some other manner, are
redundant with another directive or provide
general guidance as opposed to a specific
directive.

In FY 2013, the Commission reviewed 57
notices of penalty by the ERO addressing
1,095 violations of Reliability Standards.

In November 2012, the Commission
issued an order directing the NERC to
develop and file by February 2013 written
criteria for determining whether a NERC
reliability activity is eligible to be funded
under FPA section 215, so that the
Commission can ensure that all NERC's
activities funded pursuant to FPA section
215 are statutory. In April 2013, the
Commission approved NERC's proposed
criteria with modifications.

Commission staff concluded the following
audits of utility compliance with the
reliability standards: (1) in PA11-21-000,
an audit of PIJM’s compliance with CIP
Standards and performance as a
Transmission Operator and Transmission
Planner; (2) in PA12-17-000, an audit of
Bonneville Power Administration’s
compliance with CIP and bulk electric
system operations and planning standards;
and (3) in PA12-11-000, an audit of Salt
River Project's compliance with CIP and
bulk electric system operations and
planning standards. These audits resulted
in several recommendations of reliability
enhancement  measures, and the
Commission is monitoring implementation
by the entities.

The Commission also finalized the NERC
audit and settlement and monitored the
progress of the implementation of over
90% of the audit report recommendations.

In FY 2013, Commission staff completed
three Regional Entity (RE) budget audits
including the audits of the Midwest
Reliability Organization (MRO),
ReliabilityFirst (RFE), and the SouthEast
Reliability Corporation (SERC). The REs
have already implemented nearly all audit
recommendations.

In FY 2013, Commission staff issued
expansive audit reports of two additional
Regional Entities — the Western Electric
Coordinating Council (WECC) and the
Northeast Power Coordinating Council
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(NPCC), which included not only budget
areas but also operations under the ERO
Delegation Agreements between the REs

and NERC.

OTHER NOTEWORTHY ACCOMPLISHMENTS DURING FY 2013 IN GOAL 2

The Commission established the Office of
Energy Infrastructure Security to leverage its
existing resources in a coordinated manner
to provide leadership, expertise, and
assistance in identifying, communicating,
and seeking comprehensive solutions to
significant potential cyber and physical
security risks to the energy infrastructure
under the Commission’s jurisdiction. It also
uses the Commission’s current authorities
under the FPA, the Natural Gas Act, and the
Interstate Commerce Act to identify current
and emerging defense and mitigation
strategies for cyber and physical security
threats to energy infrastructure.

Through this new office, the Commission has
already made several noteworthy
accomplishments that support all three
Objectives in Goal 2.

e The Commission staff has conducted
modeling of power system facilities and
convened meetings with the applicable
industry owners and operators to review

In addition, staff discussed its

the results.

modeling with the Department

Homeland Security to help it accomplish
Section 9 of the President’'s February 12,

2013 Executive Order.

The Commission opened 8 new
investigations in  FY 2013 involving
potential reliability violations.

The Commission staff performed two

proactive on-site physical security reviews
and, with Department of Defense, one
reactive physical security review and
provided detailed recommendations for
security improvements to the infrastructure
owners. In addition, staff has conducted
one system network architect