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May 14, 2008 
 
Ms. Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, D.C. 20426 

 
Re:  Status Report of the North American Electric Reliability Corporation, Docket 

Nos. RC07-4-002, RC07-6-002 and RC07-7-002 
 
Dear Ms. Bose: 
 

By this filing, the North American Electric Reliability Corporation (NERC) provides a 
status report of its efforts to implement a short-term plan to address the “reliability gap” that 
would result in the event that retail power marketers are not registered (and no other third entities 
are registered) as load-serving entities (LSEs) and responsible for applicable reliability standards 
on behalf of the retail power marketers’ end-use load customers.  This status report is submitted 
in response to the Federal Energy Regulatory Commission’s (Commission or FERC) December 
20, 2007 Order1 and April 4, 2008 Order2 in the referenced proceedings.   
 

In its March 4, 2008 compliance filing, NERC detailed its short-term3 and longer-term4 
plans to address the reliability gap that would result if there is no LSE registered on behalf of 
end-use customer load served by retail power marketers.  In its April 4 Order, the Commission 
accepted NERC’s two-part plan.   

 
Pursuant to its short-term plan, on March 12, 2008, NERC posted for public comment 

draft Version 5.0 of the NERC Statement of Compliance Registry Criteria in which NERC 
created a new category defined as “Non-Asset Owning LSEs” as a subset of Load Serving 
Entities, which would apply to retail power marketers serving end-use customer load.  NERC  

                                                 
1Direct Energy Services, LLC, et al., 121 FERC ¶ 61,274 (2007) (“December 20 Order”).  
2Direct Energy Services, LLC, et al., 123 FERC ¶ 61,016 (2008) (“April 4 Order”).  
3 Under NERC’s short-term plan, NERC stated that “Using a posting and open comment process, NERC will revise 
the registration criteria to define “Non-Asset Owning LSEs” as a subset of Load Serving Entities and will specify 
the reliability standards applicable to that subset.  The NERC Board of Trustees will then consider the revisions at 
its May [7] 2008 meeting.”  Compliance Filing of the North American Electric Reliability Corporation in Response 
to December 20, 2007 Order, Docket Nos. RC07-4-002, RC07-6-002 and RC07-7-002 (filed March 4, 2008) at 3. 
4 Under NERC’s longer-term plan, NERC stated that “NERC will determine the changes necessary to terms and 
requirements in reliability standards to address the issues surrounding accountability for loads served by retail 
marketers/suppliers and process them through execution of the three-year Reliability Standards Development Plan.”  
Id. at 4. 
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also specified the reliability standards applicable to that subset.  NERC anticipated filing the 
revised criteria on May 15, 2008, after consideration by NERC’s Board of Trustees.  
 
NERC received comments from interested stakeholders by the April 10 deadline and held an 
LSE and Compliance Workshop in Houston, Texas on April 15, 2008.  The comments received 
and the input by all interested parties at the workshop, caused NERC to rethink how it is 
approaching the short-term aspect of the plan.   
 
As a result, NERC posted a second proposed revision to the NERC Statement of Compliance 
Registry Criteria, which is currently posted for public comment through May 30, 2008.  In the 
new proposed revision, NERC proposes to require Distribution Providers to whose system the 
electric loads in retail choice areas are connected to be registered as the LSE for all loads 
connected to its system for the purpose of compliance with NERC’s approved reliability 
standards applicable to LSEs.  In the event some other entity, including a load aggregator, is 
responsible for compliance with NERC’s approved standards, the provisions of joint registration 
or transfer by agreement currently contained in the registration criteria may be utilized.  In light 
of this development, the Board did not take action on the draft version of the NERC Statement of 
Compliance Registry Criteria posted on March 12, 2008.  
 
Based on comments and information to date, NERC believes that the Distribution Provider is in 
the best position to be registered as the LSE in the short-term, unless another entity is responsible 
for such compliance.  Such an approach will not require any changes to the reliability standards 
in the short-term, and ensures the best information is provided and actions can be taken as 
directed, by Reliability Coordinators or Balancing Authorities, by those who physically operate 
the systems.  
 
To recognize this potential change in responsibility for those Distribution Providers with loads 
served by retail choice through load aggregators and where a clear agreement may not be in 
place delineating the responsibilities between the parties, NERC will ask the Distribution 
Provider to provide the necessary information and take the actions necessary to comply with the 
reliability standards on a good-faith basis until either agreements can be reached or joint 
registration completed.  NERC will exercise its discretion in the application of penalties or 
sanctions upon Distribution Providers who are providing this information on the behalf of loads 
served by a retail choice load aggregator until such time as both entities are either registered or 
the standards are updated to clarify the responsibilities for each party as ultimately identified in 
the longer-term solution proposed by NERC.  
 
NERC is interested in making sure those included on its Compliance Registry have the best 
information and are in the best position to take actions on the appropriate provisions of its 
approved reliability standards. NERC is also interested in making sure there are no gaps in 
reliability responsibility for the approved NERC reliability standards, by ensuring all loads are 
represented in the planning and operation of the bulk power system. 
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NERC will consider the comments received from this second posting and ask the Board to 
consider action on the short-term solution after the close of the comment period NERC expects 
to file the revised Statement of Compliance Registry Criteria for approval by the Commission no 
later than July 31, 2008. 
 
NERC will continue to evaluate the comments and input from the LSE and Compliance 
Workshop to develop its longer-term solution of revising the relevant reliability standards. 
 

Sincerely, 
 

/s/ Rebecca J. Michael 
 

Rebecca J. Michael 
Assistant General Counsel 

 
 
 
cc: Official Service List 


