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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
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VERSION TWO FACILITIES DESIGN,   ) 
CONNECTIONS AND MAINTENANCE  ) 
RELIABILITY STANDARDS   ) 
 
 

COMMENTS OF THE 
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION 

ON THE NOTICE OF PROPOSED RULEMAKING FOR VERSION TWO FACILITIES 
DESIGN, CONNECTIONS AND MAINTENANCE RELIABILITY STANDARDS 

 
I. INTRODUCTION 

The North American Electric Reliability Corporation (“NERC”)1 is pleased to provide 

these comments in response to the Notice of Proposed Rulemaking (“NOPR”) and commends 

the Federal Energy Regulatory Commission’s (“FERC” or the “Commission”) determination to 

approve the proposed three Version Two reliability standards in accordance with Section 

215(d)(1) of the Federal Power Act (“FPA”)2 and Section 39.5 of the Commission’s regulations.3  

The three proposed standards, FAC-010-2, FAC-011-2 and FAC-014-2, set Requirements for the 

development and communication of System Operating Limits (“SOL”) of the bulk power system 

for use in the planning and operation horizons. 

 The comments that NERC is submitting in this filing support the Commission’s proposal 

to approve the proposed Reliability Standards and respond to questions posed by the 

Commission in the NOPR. 

                                                 
1 The Federal Energy Regulatory Commission (“FERC” or “Commission”) certified NERC Corporation as the 
electric reliability organization (“ERO”) in its order issued July 20, 2006 in Docket No. RR06-1-000.  North 
American Electric Reliability Corporation, “Order Certifying North American Electric Reliability Corporation as 
the Electric Reliability Organization and Ordering Compliance Filing,” 116 FERC ¶ 61,062 (July 20, 2006). 
2 16 U.S.C. 824o. 
3 18 C.F.R. § 39.5 (2006).  See NOPR at P 1. 
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 II. NOTICES AND COMMUNICATIONS 

 
Notices and communications with respect to this filing may be addressed to:  

Rick Sergel 
President and Chief Executive Officer 
David N. Cook* 
Vice President and General Counsel 
North American Electric Reliability 
      Corporation 
116-390 Village Boulevard 
Princeton, NJ 08540-5721 
(609) 452-8060 
(609) 452-9550 – facsimile 
david.cook@nerc.net 
 
  
*Persons to be included on the 
Commission’s service list are indicated with 
an asterisk. 

 

 
Rebecca J. Michael* 
Assistant General Counsel 
North American Electric Reliability  

Corporation 
1120 G Street, N.W., Suite 990 
Washington, D.C. 20005-3801 
(202) 393-3998 
(202) 393-3955 – facsimile 
rebecca.michael@nerc.net 

III. BACKGROUND 

a. Regulatory Framework  
 

By enacting the Energy Policy Act of 2005,4 Congress entrusted the Commission with the 

duties of approving and enforcing rules to ensure the reliability of the Nation’s bulk power 

system, and with the duties of certifying an electric reliability organization (“ERO”) that would 

be charged with developing and enforcing mandatory reliability standards, subject to 

Commission approval.  Section 215 states that all users, owners and operators of the bulk power 

system in the United States will be subject to Commission approved reliability standards. 

 

 

                                                 
4 Energy Policy Act of 2005, Pub. L. No. 109-58, Title XII, Subtitle A, 119 Stat. 594, 941 (2005) (to be codified at 
16 U.S.C. § 824o). 
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b. Basis for Approval of Additional Proposed Reliability Standards 

Section 39.5(a) of the Commission’s regulations requires the ERO to file with the 

Commission for its approval each reliability standard that the ERO proposes to become 

mandatory and enforceable in the United States, and each modification to a reliability standard 

that the ERO proposes to be made effective.  The Commission has the regulatory responsibility 

to approve standards that protect the reliability of the bulk power system.  In discharging its 

responsibility to review, approve, and enforce mandatory reliability standards, the Commission is 

authorized to approve those proposed standards that meet the criteria detailed by Congress:  

The Commission may approve, by rule or order, a proposed reliability standard or 
modification to a reliability standard if it determines that the standard is just, 
reasonable, not unduly discriminatory or preferential, and in the public interest.5 
  
When evaluating proposed reliability standards, the Commission is expected to give “due 

weight” to the technical expertise of the ERO.  Order No. 672 provides guidance on the factors 

the Commission will consider when determining whether proposed reliability standards meet the 

statutory criteria.6 

c. Reliability Standards Development Procedure  

NERC develops reliability standards in accordance with Section 300 (Reliability 

Standards Development) of its Rules of Procedure and the NERC Reliability Standards 

Development Procedure, which was incorporated into the Rules of Procedure as Appendix 3A.7  

In its ERO Certification Order, the Commission found that NERC’s rules provide for reasonable 

                                                 
5 Section 215(d)(2) of the FPA, to be codified at 16 U.S.C. § 824o(d)(2) (2000). 
6 See Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment, 
Approval, and Enforcement of Electric Reliability Standards, (Order No. 672), FERC Stats. & Regs. ¶ 31,204 at PP 
320-36 (2006). 
7 The Commission approved Version 6.1 of the standards development procedure on June 7, 2007 Order on 
Compliance Filing, 119 FERC ¶ 61,248 (2007). 
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notice and opportunity for public comment, due process, openness and a balance of interests in 

developing reliability standards.8 

The development process is open to any person or entity with a legitimate interest in the 

reliability of the bulk power system.  NERC considers the comments of all stakeholders and a 

vote of stakeholders is required to approve a reliability standard for submission to the 

Commission. 

The three proposed standards in this proceeding have been developed and approved by 

industry stakeholders using NERC’s reliability standards development procedure, and were 

approved by the NERC Board of Trustees on June 27, 2008 for filing with the Commission.   

d. Overview of the Facilities Design, Connections and Maintenance (“FAC”) 
Standards 

 
 On November 15, 2006,9 NERC filed Version 1 FAC reliability standards for 

Commission approval.  On September 19, 2007,10 NERC submitted its comments in response to 

the Commission’s August 13, 2007 NOPR.11  On December 27, 2007, the Commission approved 

Reliability Standards FAC-010-1, FAC-011-1 and FAC-014-1 in Order No. 705.12  The 

Commission found that Version 1 of these Reliability Standards were just, reasonable, not 

unduly discriminatory or preferential and in the public interest.  However, the Commission 

directed NERC to address certain issues. 

                                                 
8 Order Certifying NERC, 116 FERC ¶ 61,062, P 250. 
9 North American Electric Reliability Council and North American Electric Reliability Corporation, “Petition of the 
North American Electric Reliability Council and North American Electric Reliability Corporation for Approval of 
Proposed Reliability Standards,” Docket No. RM06-16-000, (November 16, 2006). 
10 Notice of Proposed Rulemaking Facilities Design, Connections and Maintenance Reliability Standards, 
“Comments of the North American Electric Reliability Corporation on the Notice of Proposed Rulemaking for 
Facilities Design, Connections and Maintenance Reliability Standards,” Docket No. RM07-3-000, (September 19, 
2007). 
11 Facilities Design, Connections and Maintenance Reliability Standards, “Notice of Proposed Rulemaking,” FERC 
120 ¶ 61,155 (2007). 
12 Facilities Design, Connections and Maintenance Reliability Standards, (Order No. 705), 121 FERC ¶ 61,296 
(2007). 
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 NERC addressed the Commission’s issues as NERC developed Version 2 of the FAC 

reliability standards.  On June 30, 2008, NERC filed its petition for approval of the Version 2 

FAC reliability standards.  On October 16, 2008, the Commission issued the NOPR to address 

the Version 2 FAC Reliability Standards and set November 24, 2008 as the due date for 

comments.13 

IV. DISCUSSION 

a. Introduction 
 

In Order No. 705, the Commission directed certain changes to the Version 1 FAC 

Reliability Standards.  NERC and the industry responded to the directives in Order No. 705 and 

developed Reliability Standards that are responsive to the Commission’s directives using the 

NERC Reliability Standard Development Process.  NERC supports the Commission’s proposed 

approval of the Version 2 FAC Reliability Standards. 

As discussed more fully below, The Commission proposes to make changes to some of 

the Violation Severity Levels (“VSLs”) based on its June 19, 2008 Order and the guidelines 

established therein.14  On November 20, 2008,15 the Commission issued its order on NERC’s 

request for clarification and rehearing of the VSL Order.16  NERC has not had an opportunity to 

review and consider in detail the order on clarification and rehearing.  NERC requests that the 

Commission approve the VSLs as proposed and defer consideration of any changes until after 

                                                 
13 Version Two Facilities Design, Connections and Maintenance Reliability Standards, “Notice of Proposed 
Rulemaking,” FERC 125 ¶ 61,040 (October 16, 2008). 
14 North American Electric Reliability Corporation, “Order on Violation Severity Levels Proposed by the Electric 
Reliability Corporation,” (VSL Order), 123 FERC ¶ 61,284 (2008). 
15 North American Electric Reliability Corporation, “Order on Rehearing and Clarification and Accepting 
Compliance Filing,” 125 FERC ¶ 61,212 (2008). 
16 North American Electric Reliability Corporation, “Request of the North American Electric Reliability 
Corporation for Clarification and Rehearing, of the Order on Violation Severity Levels Proposed by the Electric 
Reliability Organization,” Docket No. RR08-4-000 (July 21, 2008) (VSL Rehearing Order). 
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the compliance filing that is required as a result of the VSL Order and the subsequent VSL 

Rehearing Order once the period for appeals of these two VSL orders has elapsed. 

b. Request for Clarification Regarding Paragraph 18 
 
Paragraph 18 of the NOPR states: 
 
In the event of a violation of a Reliability Standard, NERC will establish the 
initial value range for the corresponding base penalty amount.  To do so, 
NERC will assign a violation risk factor for each requirement of a Reliability 
Standard that relates to the expected or potential impact of a violation of the 
requirement on the reliability of the Bulk-Power System.  In addition, NERC 
will define up to four violation severity levels - Lower, Moderate, High and 
Severe - as measurements for the degree to which the requirement was 
violated in a specific circumstance. 
   

NERC agrees with the Commission’s statements in paragraph 18.  The intent of the 

Commission approved NERC Sanction Guidelines is to assign a penalty or sanction based on the 

violation of a “Requirement.”  It was not NERC’s intent to assign a penalty or sanction based on 

the violation of each sub-requirement of a Reliability Standard separate and distinct from the 

base Requirement it supports. 

Some of NERC’s Version 0 Reliability Standards did include Requirements with sub-

requirements, where each of the sub-requirements was phrased like a Requirement and addressed 

a different reliability objective from the base Requirement.  In those instances, NERC agrees 

with the Commission that it is appropriate to assign a Violation Risk Factor (“VRF”) to the base 

Requirement and to each sub-requirement that addressed differing reliability objectives. 

In contrast, Version 2 FAC standards are not constructed in this manner.  NERC strives 

to establish a base Requirement and any sub-requirements to meet a single reliability objective, 

not different reliability objectives.  Each of the base Requirements in the Version 2 FAC 

reliability standards focuses on a single reliability objective.  Each of the sub-requirements is 

crafted as an integral component of the total base Requirement, and is not intended to be 
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assessed for compliance independent of the base Requirement.  Each base Requirement is 

assigned a VRF and a set of Violation Severity Levels (“VSLs”)  that incorporates each sub-

requirement, irrespective of the number of sub-requirements associated with the base 

Requirement.  As such, the severity of violating the reliability objective of the base requirement 

and its associated sub-requirements is best assessed on the whole at the base requirement level 

rather than on the individual sub-requirement level. 

NERC requests clarification that NERC’s approach is consistent with the language in 

Paragraph 18 that addresses “the degree to which the requirement was violated.”  

c. Request for Clarification Regarding Paragraph 20 
 
Paragraph 20 of the NOPR states: 
 
On June 19, 2008, the Commission issued an order approving the violation 
severity level assignments filed by NERC for the 83 Reliability Standards 
approved in Order No. 693.[]  In that order, the Commission offered four 
guidelines for evaluating the validity of the violation severity levels, and 
ordered a number of reports and further compliance filing to bring the 
remainder of NERC’s violation severity levels into compliance with the 
Commission’s guidelines.  The four guidelines are: (1) violation severity level 
assignments should not have the unintended consequence of lowering the 
current level of compliance; (2) violation severity level assignments should 
ensure uniformity and consistency among all approved Reliability Standards 
in the determination of penalties; (3) violation severity level assignments 
should be consistent with the corresponding requirement; and (4) violation 
severity level assignments should be based on a single violation, not a 
cumulative number of violations.[]  The Commission found that these 
guidelines will provide a consistent and objective means for assessing, inter 
alia, the consistency, fairness and potential consequences of violation severity 
level assignments.  The Commission noted that these guidelines were not 
intended to replace NERC’s own guidance classifications, but rather, provide 
an additional level of analysis to determine the validity of violation severity 
level assignments. 

 

The Commission’s application of Guideline 4 in the context of the NOPR is confusing 

and inconsistent.  For example, in its June 19, 2008 Order, Appendix A, Page 12, the 

Commission directed the following set of corrected VSLs to be implemented for the VAR-001-1 
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Reliability Standard.  In contrast to the direction provided in the FAC NOPR, it appears that the 

Commission is not requiring a single violation to have a single penalty, rather the Commission 

has adopted the use of percentages on the number of violations.  NERC requests clarity from the 

Commission on the apparent inconsistency in the approaches taken by the Commission in the 

June 19, 2008 Order and the FAC NOPR. 

Reliability 
Standard  

Req.  Requirement 
Text 

Lower Moderate  
 

High  
 

Severe 
 

VAR-001-1  R 
10.  

Each 
Transmission 
Operator shall 
correct IROL or 
SOL violations 
resulting from 
reactive resource 
deficiencies 
(IROL violations 
must be 
corrected within 
30 minutes) and 
complete the 
required IROL or 
SOL violation 
reporting.  

The Transmission 
Operator corrected 
the IROL or SOL 
violations resulting 
from reactive 
resource deficiencies 
and completed the 
required IROL or 
SOL violation 
reporting within the 
specified time as 
specified in R10 for 
95% or more of the 
occurrences. The 
applicable entity did 
not correct the IROL 
or SOL violations 
and/or complete the 
required  
IROL or SOL 
violation reporting, as 
directed by the 
requirement, 
affecting 5% or less 
of the violations.  
 

The Transmission 
Operator corrected 
the IROL or SOL 
violations resulting 
from reactive 
resource 
deficiencies and 
completed the 
required IROL or 
SOL violation 
reporting within 
the specified time 
as specified in R10 
for 90% or more 
but less than 95% 
of the occurrences. 
The applicable 
entity did not 
correct the IROL or 
SOL violations 
and/or complete  
the required IROL 
or SOL violation 
reporting, as 
directed by the 
requirement, 
affecting between 
5-10% of the 
violations.  
 

The 
Transmission 
Operator 
corrected the 
IROL or SOL 
violations 
resulting from 
reactive resource 
deficiencies and 
completed the 
required IROL or 
SOL violation 
reporting within 
the specified 
time as specified 
in R10 for 85% 
or more but less 
than 90% of the 
occurrences. The 
applicable entity 
did not correct 
the IROL or 
SOL violations 
and/or complete  
the required 
IROL or SOL 
violation 
reporting, as 
directed by the 
requirement, 
affecting 10-
15%, inclusive, 
of the violations.  
 

The Transmission 
Operator corrected 
the IROL or SOL 
violations resulting 
from reactive 
resource 
deficiencies and 
completed the 
required IROL or 
SOL violation 
reporting within 
the specified time 
as specified in R10 
for less than 85% 
of the occurrences. 
The applicable 
entity did not 
correct the IROL or 
SOL violations 
and/or complete 
the required  
IROL or SOL 
violation reporting, 
as directed by the 
requirement, 
affecting greater 
than 15% of the 
violations.  
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d. Request for Clarification Regarding Paragraph 24 
 

Paragraph 24 of the NOPR states: 
 
The Commission is concerned with several of the proposed violation severity 
levels and proposes modifications.  For example, as proposed by NERC, it is 
difficult to discern which conditions trigger which violation severity level 
assigned to FAC-010-2 Requirement R4.  The Commission therefore proposes to 
direct the ERO to make modifications to clarify those conditions without 
changing the substance of the violation severity levels.  The Commission also 
proposes to direct the ERO to modify the violation severity levels assigned to 
FAC-011-2 Requirement R1 to make them consistent with the violation severity 
levels proposed for FAC-010-2 Requirement R1.  This uniformity will assist in 
the compliance and enforcement of these standards because it is logical that 
nearly identical Requirements have nearly identical violation severity level 
structures.  
 
While the Commission states that it is “concerned with several of the proposed violation 

severity levels” (NOPR at P 24 (emphasis added)), Paragraph 24 only provides two specific 

examples of areas where FERC proposes changes.  NERC requests clarification on this issue.  

Specifically, first, is the introductory sentence to Paragraph 24 a generic statement that prefaces 

the later paragraphs of the NOPR?  Second, has the Commission identified additional VSLs that 

need revision beyond those identified in the body of the NOPR?  Further, the Commission’s 

language is confusing.  In Paragraph 23, the Commission proposes to approve the VSLs for 

FAC-010-2 Requirement R4 with “only minor edits proposed for clarity.”  Yet, in Paragraph 24, 

the Commission states it is concerned with several of the proposed severity levels and cites 

Requirement R4 as one of its examples.  Thus, Paragraphs 23 and 24 appear to be inconsistent 

with respect to the acceptability of the VSLs for FAC-010-2 Requirement R4. 

Additionally, NERC does not believe that further clarity is needed for the VSLs assigned 

to FAC-010-2 Requirement R4.  NERC is not opposed to the Commission’s proposed change to 

the VSLs for FAC-010-2 Requirement R4, because the modifications proposed do not change the 
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intent of the categories of VSLs.  NERC notes, however, that the phrases added by the 

Commission are inconsistent with other VSLs already approved by the Commission. 

Additionally, while the Commission proposed to direct the ERO to modify the VSLs 

assigned to FAC-011-2 Requirement R1 to make them consistent with the VSLs proposed for 

FAC-010-2 Requirement R1, the set of VSLs filed with the Commission for FAC-010-2 

Requirement R1 matched the set of VSLs balloted for FAC-011-2 Requirement R1.  Therefore, 

NERC does not understand the Commission’s concern with the lack of consistency. 

Standard Lower VSL Moderate VSL High VSL Severe VSL 

FAC-010-2 Not applicable. The Planning Authority 
has a documented SOL 
Methodology for use in 
developing SOLs within 
its Planning Authority 
Area, but it does not 
address R1.2 

The Planning Authority 
has a documented SOL 
Methodology for use in 
developing SOLs within 
its Planning Authority 
Area, but it does not 
address R1.3. 

The Planning Authority 
has a documented SOL 
Methodology for use in 
developing SOLs within 
its Planning Authority 
Area, but it does not 
address R1.1. 
 
OR 
 
The Planning Authority 
has no documented SOL 
Methodology for use in 
developing SOLs within 
its Planning Authority 
Area. 

FAC-011-2 Not applicable. The Reliability 
Coordinator has a 
documented SOL 
Methodology for use in 
developing SOLs within 
its Reliability 
Coordinator Area, but it 
does not address R1.2 

The Reliability 
Coordinator has a 
documented SOL 
Methodology for use in 
developing SOLs within 
its Reliability 
Coordinator Area, but it 
does not address R1.3. 

The Reliability 
Coordinator has a 
documented SOL 
Methodology for use in 
developing SOLs within 
its Reliability 
Coordinator Area, but it 
does not address R1.1. 
 
OR 
 
The Reliability 
Coordinator has no 
documented SOL 
Methodology for use in 
developing SOLs within 
its Reliability 
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Coordinator 
Area. 

 

  e. NERC Disagrees with Proposed Modification in Paragraph 25 

Paragraph 25 of the NOPR states: 
 
NERC submitted violation severity levels for Requirement R2 of FAC-010-2 and 
Requirement R2 of FAC-011-2.  In Order No. 705, the Commission found that 
Requirement R2 of FAC-010-1 and Requirement R2 of FAC-011-1, without their 
sub-requirements, include no required performance or outcome.17  As such, no 
violation severity levels need to be assigned to these requirements.  The 
Commission therefore proposes to delete the proposed violation severity levels for 
Requirement R2.   

 

NERC disagrees with the Commission’s proposal to remove the VSLs assigned to 

Requirement R2 of FAC-010-2 and Requirement R2 of FAC-011-2.  As noted in NERC’s 

comments on Paragraph 18, the intent of the Sanction Guidelines was to assign a penalty or 

sanction based on the violation of a base “Requirement.”  It was not NERC’s intent to assign a 

penalty or sanction based on the violation of each sub-requirement of a reliability standard.  Each 

base Requirement is intended to meet a single reliability objective, and may have one or more 

sub-requirements that are necessary to achieve that objective.  Where a base Requirement has 

sub-requirements, the sub-requirements are a “piece” of the total base Requirement.  Where 

NERC has assigned a VRF to every base requirement and sub-requirement to comply with a 

Commission directive, NERC continues to expect that the Compliance Enforcement Authority 

will assess each base Requirement in total, irrespective of the number of sub-requirements 

associated with the base Requirement. 

f. NERC Agrees with Proposed Modification in Paragraph 26 

Paragraph 26 of the NOPR states: 
 

                                                 
17 Order No. 705, 121 FERC ¶ 61,296 at P 159. 
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As proposed by NERC, Requirement R3 of FAC-011-2 is assigned a “Severe” violation 
severity level if the reliability coordinator’s methodology for determining SOLs is 
missing a description of three or more of the sub-requirements ranging from R3.1 to 
R3.7.  At the same time, NERC assigns a “High” violation severity level if the reliability 
coordinator’s methodology for determining SOLs includes a description for all but three 
sub-requirements within the same range.  Therefore, if a reliability coordinator’s 
methodology for determining SOLs is missing a description of three sub-requirements, it 
could be assigned both a “High” and a “Severe” violation severity level.  To eliminate 
this overlap, the Commission proposes to direct the ERO to assign a “Severe” violation 
severity level to Requirement R3 of FAC-011-2 where the reliability coordinator is 
missing a description of four or more sub-requirements R3.1 to R3.7 from its 
methodology for determining SOLs.   

 
NERC agrees with the Commission’s modification to the “Severe” VSL for Requirement 

R3 of FAC-011-2.  

g. Inconsistent Proposals for Violation Severity Levels for FAC-014-2 
 

NERC notes that the proposed modifications to the VSLs for Requirements R1 through 

R4 of FAC-014-2 identified in the complete set of the Commission’s VSL proposals included in 

Attachment A to the NOPR are not consistent with Paragraph 27 of the NOPR.  Paragraph 27 

proposes to direct the ERO to modify its VSLs for FAC-014-2 Requirements R1 through R4 

based on the percentage of deviation from the SOL methodology for each violation.  Complying 

with Paragraph 30 of the NOPR, which proposes to direct the ERO to file the revised VSLs 

consistent with Attachment A to the NOPR within 30 days of the Final Rule in this proceeding, 

would result in VSLs that would be inconsistent with Paragraph 27 of the NOPR.   

NERC believes the Commission erred in its proposed VSL assignments for FAC-014-2 

Requirement R1 and R4 contained in Attachment A to the NOPR.  As outlined in the table 

below, NERC notes that in the “Severe” category for Requirement R1, there appears to be a 

errant “75%” in the text that is out of context with the remainder of the description.  Similarly, it 

appears that the “Severe” category for Requirement R4 contains the original NERC-proposed 

VSL text as well as additional Commission-inserted text that is consistent with its proposed 
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approach in Requirements R1, R2 and R3.  To be consistent with Requirements R1, R2 and R3, 

it appears the Commission failed to excise NERC’s original proposed VSL assignment.  As a 

result, NERC requests the Commission to clarify its proposed language with respect to 

Requirements R1 and R4.  Further, if the Commission’s understanding is different than NERC’s 

belief for Requirements R1 and R4 of FAC-014-2 as outlined above, NERC requests the 

Commission to clarify how it intends for NERC to comply simultaneously with the directive in 

Paragraph 27 of the NOPR that proposes to direct the ERO to modify its VSLs for FAC-014-2 

Requirements R1 through R4 based on the percentage of deviation from the SOL methodology 

for each violation and the directive in Paragraph 30 of the NOPR proposing to direct the ERO to 

file the revised VSLs consistent with Attachment A to the NOPR which includes the following 

proposed VSLs for FAC-014-2: 
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Require- 
ment # Lower Moderate High Severe 

R1 Not Applicable. Not Applicable. Not Applicable. There are SOLs for the 
Reliability Coordinator Area, 
but 75% One or more of these 
the SOLs are inconsistent 
with the Reliability 
Coordinator’s SOL 
Methodology. (R1) 

R2 Not Applicable. Not Applicable. Not Applicable. The Transmission Operator 
has not established one or 
more SOLs for its portion of 
the Reliability Coordinator 
Area that are consistent with 
the Reliability Coordinator’s 
SOL Methodology. (R2) 

R3 Not Applicable. Not Applicable. Not Applicable. In the Planning Coordinators 
area, one or more of the 
SOL(s) are inconsistent with 
the Planning Coordinator’s 
SOL Methodology. (R3) 

R4 Not Applicable. Not Applicable. Not Applicable. The Transmission Planner has 
established SOLs for its 
portion of the Planning 
Coordinator Area, but 75% or 
more of these SOLs are 
inconsistent with the Planning 
Coordinator’s SOL 
Methodology. (R4)  For its 
area, Transmission Planner 
has not established SOLs that 
are consistent with the 
Planning Coordinator’s SOL 
Methodology. (R4) 

 

Absent the discussion above, in the final rule if the Commission directs the ERO to 

modify its VSLs for FAC-014-02 Requirements R1 through R4 based on the percentage of 

deviation from the SOL methodology for each violation, NERC requests additional clarification 

on the specific methodology the Commission anticipates is to be used to determine the 

percentage of deviation from the SOL. 
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h. Violation Severity Levels for Requirement R6 of FAC-014-2 
 
Paragraph 28 of the NOPR states: 

 
Requirement R6 of FAC-014-2 requires the planning authority to identify the 
subset of multiple contingencies (if any), from Reliability Standard TPL-003 that 
result in stability limits.  However, the proposed violation severity levels for 
Requirement R6 of FAC-014-2 do not identify a situation where the planning 
authority fails to provide a complete subset of contingencies to the reliability 
coordinator.  This omission could result in the reliability coordinator not having 
the information it needs for its situational awareness of exceeding SOLs and 
IROLs that impact the reliable operation of the Bulk-Power System.  The 
Commission therefore proposes to direct the ERO to add the following “Lower” 
violation severity level: “The Planning Authority failed to provide a complete 
subset of contingencies to the reliability coordinator in accordance with R6.”  The 
Commission also proposes to direct the ERO to reassign NERC’s current 
“Lower” violation severity level as the new “Moderate” violation severity level to 
emphasize the need to notify the reliability coordinator.[]  The revisions proposed 
here would make the violation severity level assignments for Requirement R6 
consistent with NERC’s own guidelines for the development of violation severity 
levels related to communication or coordination requirements.[]  
 
NERC disagrees with the Commission’s assertion that “the proposed violation severity 

levels for Requirement R6 of FAC-014-2 do not identify a situation where the planning authority 

fails to provide a complete subset of contingencies to the reliability coordinator.”  Requirement 

R6 of FAC-014-2 states: 

R6.  The Planning Authority shall identify the subset of multiple contingencies (if any), 
from Reliability Standard TPL-003 which result in stability limits. 

 
R6.1.  The Planning Authority shall provide this list of multiple contingencies and 

the associated stability limits to the Reliability Coordinators that monitor the 
facilities associated with these contingencies and limits.  

 
R6.2.  If the Planning Authority does not identify any stability-related multiple 

contingencies, the Planning Authority shall so notify the Reliability 
Coordinator. 

 

NERC proposed the associated VSLs for Requirement R6 of FAC-014-2 as follows: 
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Require- 
ment # Lower Moderate High Severe 

R6 The Planning 
Authority failed to 
notify the 
Reliability 
Coordinator in 
accordance with 
R6.2. 

Not Applicable. The Planning 
Authority identified 
the subset of 
multiple 
contingencies which 
result in stability 
limits but did not 
provide the list of 
multiple 
contingencies and 
associated limits to 
one Reliability 
Coordinator that 
monitors the 
Facilities associated 
with these limits. 
(R6.1) 

The Planning 
Authority did not 
identify the subset 
of multiple 
contingencies which 
result in stability 
limits. (R6) 
 
OR 
 
The Planning 
Authority identified 
the subset of 
multiple 
contingencies which 
result in stability 
limits but did not 
provide the list of 
multiple 
contingencies and 
associated limits to 
more than one 
Reliability 
Coordinator that 
monitors the 
Facilities associated 
with these limits. 
(R6.1) 

 

NERC asserts that the “High” and “Severe” VSLs for Requirement R6 of FAC-014-2 

captures the issue that the Commission contends is not captured currently.  The “High” and 

“Severe” text of these VSL assignments proposed by NERC states that the Planning Authority 

identified the subset of multiple contingencies which result in stability limits but did not 

provide the list of multiple contingencies and associated limits to one or more Reliability 

Coordinators that monitor the Facilities associated with these limits.  NERC asserts that by 

not providing the complete set of contingencies the Planning Authority will have failed to 

comply with sub-requirement R6.1 of FAC-014-2. 
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i. Binary VSLs for Sub-Requirements 
 
 Paragraph 29 of the NOPR states: 

 
The Commission has directed NERC to develop violation severity levels for 
each requirement and sub-requirement of each Reliability Standard.[]  NERC did 
not propose any violation severity level assignments for sub-requirements.  The 
Commission therefore proposes to direct the ERO to assign binary violation 
severity levels for all of the proposed sub-requirements.[]  In Order No. 705, the 
Commission found that the binary approach is appropriate for certain violation 
severity level assignments.[]  In this instance, the binary approach is appropriate 
because the violation severity level of the base requirement is established by 
whether a sub-requirement is violated or not, not to what extent a sub-
requirement is violated.  Thus, the proposed binary requirements satisfy 
guideline three, which calls for consistency between the violation severity level 
assignments and their corresponding requirements.  For example, FAC-010-2 
Requirement R1.1 states that the planning authority’s SOL methodology shall 
“[b]e applicable for developing SOLs used in the planning horizon.”[]  NERC 
did not propose any violation severity levels for this sub-requirement, therefore 
the Commission proposes a binary severe violation severity level that would be 
triggered when the planning authority SOL methodology is not applicable for 
developing SOLs in the planning horizon.  This binary approach for sub-
requirements provides clear criteria to determine a violation of the sub-
requirement.  The Commission took a similar approach to the sub-requirements 
applicable to the WECC regional differences.  

 
 NERC disagrees with the Commission’s statement in Paragraph 29 of the NOPR that 

“NERC did not propose any violation severity level assignments for sub-requirements.” In fact, 

NERC proposed VSLs for each sub-requirement by reference in the associated base Requirement 

of the related sub-requirement.  In addition, also in Paragraph 29 of the NOPR, the Commission 

proposes to direct the ERO to assign “Severe” binary VSLs for all of the proposed sub-

requirements of a base Requirement.  NERC believes the assignment of “Severe” binary VSLs 

for all of the proposed sub-requirements of a base Requirement will create an overlap of VSLs 

between the base and sub-requirements that will have the unintended consequence of confusing 

the application of the NERC Sanction Guidelines to a particular set of circumstances that 

involves compliance to a particular sub-requirement as part of the base Requirement.     



 18

In the example given by the Commission, FAC-010-2 Requirement R1 is cited as being 

incomplete because each of its sub-requirements has not been assigned a binary VSL.  However, 

Requirement R1 of FAC-010-2 states: 

R1.  The Planning Authority shall have a documented SOL Methodology for use in developing 
SOLs within its Planning Authority Area.  This SOL Methodology shall: 

R1.1.  Be applicable for developing SOLs used in the planning horizon. 

R1.2.  State that SOLs shall not exceed associated Facility Ratings. 

R1.3.  Include a description of how to identify the subset of SOLs that qualify as IROLs. 

The associated VRF and VSLs for Requirement R1 of FAC-010-2 are proposed by NERC to be: 

 
Require-
ment # VRF Lower Moderate High Severe 

R1 Lower Not 
Applicable. 

Planning Authority 
has a documented 
SOL Methodology 
for use in 
developing SOLs 
within its Planning 
Authority Area, but 
it does not address 
R1.2. 

The Planning 
Authority has a 
documented SOL 
Methodology for 
use in developing 
SOLs within its 
Planning Authority 
Area, but it does 
not address R1.3. 

The Planning 
Authority has a 
documented SOL 
Methodology for 
use in developing 
SOLs within its 
Planning Authority 
Area, but it does 
not address R1.1. 
 
OR  
 
The Planning 
Authority has no 
documented SOL 
Methodology for 
use in developing 
SOLs within its 
Planning Authority 
Area. 

 

Application of the VSLs for the base Requirement R1 yields the following: 

 a violation of sub-requirement R1.1 incurs a “Severe” VSL of base Requirement R1; 

 a violation of sub-requirement R1.2 incurs a “Moderate” VSL of base Requirement R1; 

and, 



 19

 a violation of sub-requirement R1.3 incurs a “High” VSL of base Requirement R1. 

This example illustrates that contrary to the Commissions assertion that NERC did not propose 

any VSL assignments for sub-requirements, in this instance, NERC in fact did propose a VSL 

for each sub-requirement, included in the VSLs of the base Requirement.   

 Extending the example of Requirement R1 of FAC-010-2 to comply with the proposed 

directive to assign “Severe” binary to VSLs to all sub-requirements of a base Requirement 

results in an overlap of VSLs.  The resulting VSLs for the base Requirement and sub-

requirements as applied to R1 of FAC-010-2 as proposed by the Commission would yield the 

following violation risk factors and Violation Severity Levels for FAC-010-2: 

Require- 
ment # VRF Lower Moderate High Severe 

R1 Lower Not Applicable. Planning Authority 
has a documented 
SOL Methodology 
for use in developing 
SOLs within its 
Planning Authority 
Area, but it does not 
address R1.2. 

The Planning 
Authority has a 
documented SOL 
Methodology for 
use in developing 
SOLs within its 
Planning Authority 
Area, but it does 
not address R1.3. 

The Planning Authority 
has a documented SOL 
Methodology for use in 
developing SOLs within 
its Planning Authority 
Area, but it does not 
address R1.1. 
 
OR  
 
The Planning Authority 
has no documented SOL 
Methodology for use in 
developing SOLs within 
its Planning Authority 
Area. 

R1.1 Lower Not Applicable. Not Applicable. Not Applicable. Planning Authority SOL 
methodology is not 
applicable for 
developing SOL in the 
planning horizon. 

R1.2 Lower Not Applicable. Not Applicable. Not Applicable. Planning Authority SOL 
Methodology did not 
state that SOLs shall not 
exceed associated 
Facility Ratings. 
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R1.3 Lower Not Applicable. Not Applicable. Not Applicable. Planning Authority SOL 
Methodology did not 
include a description of 
how to identify the 
subset of SOLs that 
qualify as IROLs. 

 Application of the Commission proposed Violation Severity Levels would yield: 

 a violation of sub-requirement R1.1 incurs both a” Severe” VSL of base Requirement R1 

and a “Severe” VSL of sub-requirement R1.1, 

 a violation of sub-requirement R1.2 incurs both a “Moderate” VSL of base Requirement 

R1 and a “Severe” VSL of sub-requirement R1.2, and 

 a violation of sub-requirement R1.3 incurs both a “High” VSL of base Requirement R1 

and a “Severe” VSL of sub-requirement R1.3. 

Further, NERC strongly asserts that its proposed application of VSLs relative to base and 

sub-requirements directly supports the Commission’s criterion it uses to approve NERC’s 

Reliability Standards as articulated in Order No. 672, Paragraph 326.  This excerpt states, “The 

possible consequences, including range of possible penalties, for violating a proposed Reliability 

Standard should be clear and understandable by those who must comply.”  NERC contends that 

implementing the VSL approach as proposed by the Commission for Requirement R1 and its 

sub-requirements for FAC-010-2 fails to meet the Commission’s own criteria established in 

Order No. 672 as is clearly demonstrated in this discussion. 

Further, the Commission’s proposed approach fails to acknowledge that the purpose of 

the sub-requirement is to support the singular reliability objective of, and is a component of, the 

total intent of the base requirement, not to be assessed independent from the base requirement. 



 21

V. CONCLUSION 
 

 NERC respectfully requests that the Commission adopt a final rule consistent with the 

comments set forth herein. 
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