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A Little Context
• FERC is primarily an economic regulator

– Sales for Resale
– Transmission in Interstate Commerce

• Legislation to clarify our reliability authority would help
• Working creatively within our existing responsibilities

– Disruption of interstate commerce can affect energy markets
– Oversight of reporting requirements pursuant to wholesale 

supply shortages under PURPA
– Transmission Tariffs – “good utility practice”

• FERC has developed considerable technical talent (but 
needs more) and will continue to look for opportunities 
to leverage industry expertise



Blackout Investigation
• August 14, 2003 - Largest blackout in our history struck 

the Northeast – more than 50 million people lost power
• The U.S. and Canada convened a Joint Power System 

Outage Task Force to investigate the causes
–The Chairman of FERC was named as a member
–As part of this effort, FERC pulled together a team of 

experienced engineers to help lead and conduct the U.S. –
Canadian investigation, along with NERC

• Many of the contributing factors were the same as those 
identified in the blackouts of 1965, 1977, and 1996

• December 1, 2003 – Reliability Conference
–To examine other actions FERC should take



20 Hours Before and 7 Hours After the 
Blackout of August 14, 2003



Intersection of
Economics and Reliability

• Reliability is a necessity
• Renewed focus on security issues
• ISOs/RTOs charged with maintaining short 

term reliability
• Tx solutions vs. Gx solutions
• Cost recovery issues

– Market-driven or Regulatory guarantee?
• Longer term resource adequacy



FERC’s Strategic Plan
• Early in 2004, Chairman Pat Wood stated that  

reliability is at the top of FERC agenda 
• FERC revised its Strategic Plan to Specifically 

Include Reliability Elements:
– Allow prompt recovery of prudent expenses to 

safeguard reliability, security and safety
– Oversee the development and enforcement of grid-

reliability standards 
– Work with other agencies to improve infrastructure 

security
– Work with the states to support robust programs for 

customer demand-side participation



Some Reliability Efforts to Date

• Completion of the Blackout Report including 
specific recommendations

• FERC order (105 FERC ¶ 61,372) directing First 
Energy to study its area

• Participation in the Readiness Review Audits 
with NERC

• Policy Statement – Bulk Power System 
Reliability (107 FERC ¶ 61,052) 

• Encouraging the revision of NERC standards to 
be specific and enforceable (Version 0)



Reliability Efforts  (cont’d)

• Specific investigations and studies -- e.g., 
Vegetation Management  (107 FERC ¶ 61,053) 

• Coordination with the NRC for grid reliability and 
nuclear plant safety issues

• Participation in a natural gas pipeline disruption 
impact analysis

• Tracking and identification of the grid operation 
functions between entities

• Study and identification of best tools and 
practices for IT functions



A Critical Look at the Readiness 
Audit Process

• NERC, FERC, a group of the Audited, and interested 
stakeholders will participate in a technical conference 
today in Washington to “audit the audit”

• The purpose of this conference is to:
– Summarize the results of the audits
– Hear from the audited – what are their suggestions?
– Review a matrix cataloguing the critical duties performed (or not 

performed) by those audited
– Review the IT tools being used as best practices and identify 

minimum practices
– Review in general the good, bad, and ugly found on the audits
– Review the audit process – what worked, what didn’t, and what 

can be done to improve



Our New Reliability Division

• Existing and new staff complimented with 
outside industry experts

• $5 million dollar annual budget to oversee the 
nation’s transmission grid

• The Division will concentrate in three areas; 
Planning, Operations, and Logistics and Security
– Planning efforts will include the identification and 

investigation of areas of congestion
– Operations activities will include the review of the 

O&M activities of transmission owners
– Logistics and security efforts will review areas such 

as cost recovery and cyber security
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Bigger Organizational Picture

• Reliability is not a standalone group
• Important implications for each of the 

Commission’s Program Offices
MTR – rules
MOI – enforcement
OEP – infrastructure development

Ties back to Strategic Plan 
• Importance of Integrating with Rate Work



Future Initiatives
• Cyber security evaluations of SCADA 

systems and IT platforms
• VAR oversight, including planning, 

operations, and compensation
• Transmission planning oversight including 

adequacy and extreme contingency plans
• Spare equipment studies
• Industry metrics and standards
• Work that will be required by any reliability 

legislation – various rulemakings



A Cooperative Effort

• Common Goal of Enhancing Reliability
• We are working in partnership with

– Canada and States
– Other Federal Agencies (DOE, NRC, DHS)
– NERC, regional reliability councils and 

industry stakeholder groups
– Non-jurisdictional entities

• Overlapping Roles and Responsibilities



Many Challenges Lie Ahead

• Avoiding Jurisdictional Debates
• Need for Legislation
• Development of Enforceable Standards 

(Accountability)
• Integrating good market rules with good 

reliability rules
• Maintaining Momentum and Sense of 

Purpose




