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Agenda

o FERC -- Who and what Is It?

o History of FERC's Regulation of the
Utility Industry

0 Advocacy Lessons Learned
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. FERC Practice — One View
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FERC Practice - Another View
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Composition of FERC

0 “Independent” Administrative Agency

0 Budget set by Congress but paid
through user fees

a Five Commissioners
= 3 majority party, 2 minority party
s Staggered, five year terms

s Accessible
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Typical FERC Subject Matter

a Electric Utilities

= transmission and wholesale energy rates,
mergers, securities issuances

a Natural Gas Utilities
o Hydroelectric Facilities

0 Liquified Natural Gas Facilities

SPIEGEL &
MCDIARMID

LLP



Not-So-Obvious Subjects Over
Which FERC Exercises Authority

a E
a E

ectric Reliability

ectric resource adequacy

a Transmission planning

0 Demand Response
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Matters Typically Outside of FERC
Jurisdiction

0 Retall electric sales

0 Rate for local energy distribution
a Generation siting

a Transmission siting

o Safety

0 Municipals and cooperatives
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FERC Proceedings

0 Adjudicatory Proceedings
= Intervention/Protest process
s Settlement/ADR proceedings

= Evidentiary Hearings

a Policy Proceedings

= Rulemaking proceedings
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Utility Reqgulation 101
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. In the old days...

0 Consolidation of power in interstate
holding companies, which States could
not regulate

0 Led to 1935 enactment of FPA
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Federal Power Act (16 USC 824)

QO Interstate transmission and wholesale
sales

a “Public utilities”

a A different model: tariffs or contracts
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Public utility rates—FPA 205
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. Public utility rates—FPA 205

0 Don’t need FERC approval

0 But FERC has opportunity for review
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How do interested entities seek
public utility rate changes?

a Another FPA 205 filing (by utility)

0 FPA 206 and 306 complaint (by anyone)

0 Petition for declaratory order or
rulemaking
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Contract rates

Q Supreme Court:

m Contract rates
are different

= Maybe some
tariff rates too
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Market-Based Rates

o Mid-1980s: Citizens Energy Corp.

o MBR authority allows sales without
prior notice, subject to post hoc
reporting
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1996

0 The sea change accelerates

0 FERC “opens up” transmission access
(Order 888)

0 Requires “functional separation” of

generation & transmission employees
(Order 889)
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ISO Formation

a One means of Order 888 compliance:
hire an “independent system operator”
or “ISO”

a New England, PIJM, New York, parts of
the Midwest, California
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Wholesale Restructuring, Take 2

a Order No. 2000 — voluntary, incentives
for further restructuring

a Minimum RTO characteristics:
= Independence
m Scope
= Operational Authority
s Short-Term Reliability
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RTO Minimum Functions
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. Tariff Administration and Design

. Congestion Management

. Parallel Path Flow

. Ancillary Services

. OASIS and Available Transmission Capability
. Market Monitoring

. Planning and Expansion

. Interregional Coordination
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RTOs in 2011
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. Mushrooming authority, complexity

RTOs

not just for transmission
anymore
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Oh, what a tangled web...

I S

I N S

Network Integration Transmission Service

Spot Market Energy

Congestion

Losses

Day-ahead Operating Reserve (If scheduled Day-ahead)

Balancing Operating Reserve (If deviation from Day-ahead,
Reliability)

Day-ahead Scheduling Reserve
Synchronous Condensing

Reactive Supply (Schedule 2)

Reactive Services

Regulation (Schedule 3)

Black Start (Schedule 6A)

Synchronized Reserve (Schedule 5)
Inadvertent Interchange

Meter Error Correction

Control Area Administration (Schedule 9-1)
Market Support (Schedule 9-3)

‘F‘f)egulation and Frequency Response Administration (Schedule 9-

Capacity Resource and Obligation Management (Schedule 9-5)
FERC Annual Charge Recovery (Schedule 9-FERC)
Organization of PIJM States, Inc. Funding (Schedule 9-OPSI)
MMU Funding (Schedule 9-MMU)

Advanced Second Control Center AC2 (Schedule 9-AC2)

North American Electric Reliability Corp. Charge (Schedule 10-
NERC) (excludes Dominion and Dugquesne zones)

[m]

[m]
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Reliability First Corp. Charge (Schedule 10-RFC) (excludes
Dominion and Duquesne zones)

Transmission Owner Scheduling, System Control and Dispatch
Service (Schedule 1A)

www.pjm.com 15
PJM Settlement Inc (Schedule 9-PIM Settlement)

Market Support OffsetC RPM Auction (Resource make-whole
payments allocated to LSE in applicable LDA)

Locational Reliability Charge

RTO Start-up Cost Recovery (ComEd and AEP Zones)
Expansion Cost Recovery (except Dominion)
Generation Deactivation (Affected Transmission Zones)
Transmission Enhancement

Load Response

Loss Surplus Credit Allocation (Real-time Load)
Auction Revenue Rights

Capacity Transfer Rights Credits

Demand Resource and ILR Compliance Penalty Credits
(Revenues above cap)

Capacity Resource Deficiency Credits*

Generation Resource Rating Test Failure Credits*

Qualifying Transmission Upgrade Compliance Penalty Credits*
Peak Season Maintenance Compliance Penalty Credits*

Peak Hour Period Availability Credits*

Source: PJM Training Module: Market Settlements 301, Quick Guide

http://www.pjm.com/training/training-material.aspx
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No, real

*Audit Advisory Committee

*Capacity Market Evolution Committee
*Finance Committee

sLiaison Committee

*Market Implementation Committee

*Market Monitoring Unit —Advisory Committee
*Markets and Reliability Committee
*Members Committee

*Nominating Committee

*Operating Committee

*Planning Committee

*Sub Regional RTEP Committee -Mid-Atlantic
*Sub Regional RTEP Committee -Southern
*Sub Regional RTEP Committee -Western
*Tariff Advisory Committee

*Transmission Expansion Advisory Committee

*Transmission Owners Agreement-Administrative
Committee

*eDART User Group

*eDART XML User Group

*Marginal Losses User Group

*Nuclear Generation Owner User Group
*Public Interest & Environmental User Group

*Transmission Expansion Advisory Committee User
Group

Black Start Service Working Group
*Data Management Working Group
*Demand Side Response Working Group
+Intermittent Resources Working Group
*Long-Term FTR Working Group
*Market Settlements Working Group
*Reserve Market Working Group

*Reliability Pricing Model Working Group
*Regional Planning Process Working Group
*Reserve Requirement Assumptions Working Group
*Shortage Pricing Working Group

+Credit Subcommittee

*Load Analysis Subcommittee

*Relay Subcommittee

*Reliability Standards & Compliance Subcommittee
*Systems Information Subcommittee
*System Operations Subcommittee
*Transmission & Substation Subcommittee
*Cost Development Task Force
+Dispatcher Training Task Force

*Energy Efficiency Task Force

*Load Management Task Force

*Relay Testing Task Force

*Spread Bidding Task Force

*FERC Order 719 Task Force
*eData/eDataFeed Stakeholder Group
*ATSI Stakeholder Group

*FERC Northeast Seams Update
*Governance Assessment Special Team
*General Session

*Inter-Regional Planning Stakeholder Advisory
Committee

*Reliability Pricing Model Stakeholder Group
*Security Coordination Team

*The Strategic Midwest Area Transmission Study

*Scarcity Pricing Stakeholder Group

+180-Day Stakeholder Process Working Group
Alternate Dispute Resolution Committee

*At Risk Generation Subcommittee

*Customer Baseline Subcommittee

Credit Risk Management Steering Committee
*Credit Working Group

*Demand Response Steering Committee
*DRSC Meter Task Force

*Electricity Market Committee

*Emergency Procedures and Messaging User Group
*Generation Relay Subcommittee
*Governance Working Group

*Intermittent Generation Stakeholder Group
eInterface Pricing Stakeholder Group

*Load Research Working Group

*Long-Term Transmission Pricing Stakeholder Group
*Market Data Working Group

*Metering Issues Subcommittee

*Marginal Losses Working Group

*PJM-RAM Stakeholder Working Group
*Project Mountaineer

*Reliability Committee

*Reserve Markets Working Group

*Reliability Planning Criteria Working Group
*RPM Compliance Filing Process

*Reactive Services Working Group

*System Dynamics Working Group

*Small Generation Interconnection Working Group
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What are RTOs?

Figure &: Inflation-Adjusted Expenses per MW by RTO as Reported in the 2008

D Non-prOfit FERC Form No. 1

Dollars of expenses per Miih

corporations with
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annual budgets
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. What are RTOs, practically?

a Super-utilities

= Like regular public utilities, but...

= Wrapped in mantle of independence,
expertise, and responsibility for maintaining
system reliability

a Mini-FERCs
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Implications

a Seek to influence outcomes of RTO
deliberations

a It's much harder (though not
impossible) to change an RTO’s course
once set
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By the way

The same goes for FERC.
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RTO authority with environmental
implications

o Physical/operational
= Transmission Planning (not siting)
= TX V. Non-transmission alternatives
= Interconnections / retirements

= Operating decisions
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Examples of the FERC Process In Action

o Canal Generating
Station, Cape Cod

a One of the Highest
CO2 Emitting
Plants in the
Region

= Was 29 most (4.9
million tons in 2007)

= Now 4™ (2.0 million
tons)
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RTO authority with environmental
implications

o Economic

= Capacity market
design

m HOw to
accommodate,
compensate new
resources
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FERC rulemakings, inquiries

d

d

d

d

Demand Response
s Orders 719 and 745

Integration of Variable Energy Resources
= RM10-11

Frequency Regulation Compensation
= RM11-07 and AD10-11

Electric Storage Technologies
= AD10-13
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Federal Energy Regulatory Commission

Commissioner Commissioner Chairman Commissioner Commissioner
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Final thoughts

a Start at the Bottom

s Stakeholder Process / Exhaustion
“Requirement’

a Seek Alli

a0 Pursue

€S

Relief on Multiple Fronts
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Questions?
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