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Compliance Questionnaire and
Reliability Standard Audit Worksheet



VAR-001-2 — Voltage and Reactive Control



Registered Entity: (Must be completed by the Compliance Enforcement Authority)
NCR Number: (Must be completed by the Compliance Enforcement Authority)
Applicable Function(s):  TOP, PSE, LSE
Auditors:	




	




Disclaimer
	
	NERC developed this Reliability Standard Audit Worksheet (RSAW) language in order to facilitate NERC’s and the Regional Entities’ assessment of a registered entity’s compliance with this Reliability Standard.  The NERC RSAW language is written to specific versions of each NERC Reliability Standard.  Entities using this RSAW should choose the version of the RSAW applicable to the Reliability Standard being assessed.  While the information included in this RSAW provides some of the methodology that NERC has elected to use to assess compliance with the requirements of the Reliability Standard, this document should not be treated as a substitute for the Reliability Standard or viewed as additional Reliability Standard requirements.  In all cases, the Regional Entity should rely on the language contained in the Reliability Standard itself, and not on the language contained in this RSAW, to determine compliance with the Reliability Standard.  NERC’s Reliability Standards can be found on NERC’s website at http://www.nerc.com/page.php?cid=2|20.   Additionally, NERC Reliability Standards are updated frequently, and this RSAW may not necessarily be updated with the same frequency.  Therefore, it is imperative that entities treat this RSAW as a reference document only, and not as a substitute or replacement for the Reliability Standard.  It is the responsibility of the registered entity to verify its compliance with the latest approved version of the Reliability Standards, by the applicable governmental authority, relevant to its registration status.

The NERC RSAW language contained within this document provides a non‑exclusive list, for informational purposes only, of examples of the types of evidence a registered entity may produce or may be asked to produce to demonstrate compliance with the Reliability Standard.  A registered entity’s adherence to the examples contained within this RSAW does not necessarily constitute compliance with the applicable Reliability Standard, and NERC and the Regional Entity using this RSAW reserves the right to request additional evidence from the registered entity that is not included in this RSAW.  Additionally, this RSAW includes excerpts from FERC Orders and other regulatory references.  The FERC Order cites are provided for ease of reference only, and this document does not necessarily include all applicable Order provisions.  In the event of a discrepancy between FERC Orders, and the language included in this document, FERC Orders shall prevail.   


	

Subject Matter Experts

Identify your company’s subject matter expert(s) responsible for this Reliability Standard.  Include the person's title, organization and the requirement(s) for which they are responsible. Insert additional lines if necessary.  


Response: (Registered Entity Response Required)

	SME Name
	Title
	Organization
	Requirement

	
	
	
	

	
	
	
	

	
	
	
	




















Reliability Standard Language



	VAR-001-2 — Voltage and Reactive Control



Purpose: 
To ensure that voltage levels, reactive flows, and reactive resources are monitored, controlled, and maintained within limits in real time to protect equipment and the reliable operation of the Interconnection.

	
Applicability:
	Transmission Operators
	Purchasing-Selling Entities
	Load Serving Entities

NERC BOT Approval Date: 

FERC Approval Date: 

Reliability Standard Enforcement Date in the United States: 


Requirements:

R1. Each Transmission Operator, individually and jointly with other Transmission Operators, shall ensure that formal policies and procedures are developed, maintained, and implemented for monitoring and controlling voltage levels and Mvar flows within their individual areas and with the areas of neighboring Transmission Operators.

	Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity      	Response Required)
 


R1 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R1.

	___	Determine if the entity has developed formal policies and procedures for monitoring and controlling voltage levels and MVAR flows:

			___	Within its individual areas
			___	In conjunction with the areas of neighboring Transmission Operators

	___	Evaluate the evidence to verify if the above formal policies and procedures are:

				___	Maintained
				___	Implemented

Detailed notes:





R2. Each Transmission Operator shall acquire sufficient reactive resources - which may include, but is not limited to, reactive generation scheduling; transmission line and reactive resource switching; and controllable load within its area to protect the voltage levels under normal and Contingency conditions.  This includes the Transmission Operator’s share of the reactive requirements of interconnecting transmission circuits.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R2 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R2.

	___	Review the evidence to verify the methodology used by the entity to determine what level of reactive resources are sufficient to protect voltage levels under normal and Contingency conditions.

	___	Verify that the entity followed its methodology and acquired the needed resources.

	___	Verify that this included the entity’s share of reactive requirements of interconnecting transmission circuits.

Detailed notes:





R3. 	The Transmission Operator shall specify criteria that exempts generators from compliance with the requirements defined in Requirement 4, and Requirement 6.1.
	
	R3.1. Each Transmission Operator shall maintain a list of generators in its area that are exempt from following a voltage or Reactive Power schedule.

	R3.2. For each generator that is on this exemption list, the Transmission Operator shall notify the associated Generator Owner.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R3 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R3.

	         ___	  Review any criteria the Transmission Operator has specified that exempts generators from            
              needing to comply with Requirement 4 and Requirement R6.1.

         ___	  Determine if the entity maintains a list of generators in its area that are exempt from following a voltage or Reactive Power schedule.

___	Determine if the entity has notified all the Generator Owners associated with the  
                 generators on the above list.

Detailed notes:






R4. 	Each Transmission Operator shall specify a voltage or Reactive Power schedule[footnoteRef:1] at the interconnection between the generator facility and the Transmission Owner's facilities to be maintained by each generator.  The Transmission Operator shall provide the voltage or Reactive Power schedule to the associated Generator Operator and direct the Generator Operator to comply with the schedule in automatic voltage control mode (AVR in service and controlling voltage). [1:  The voltage schedule is a target voltage to be maintained within a tolerance band during a specific period.] 


Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R4 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R4.

     ___  Determine if the Transmission Operator has specified a voltage or Reactive Power schedule to be maintained by the generator at the interconnection between the generator facility and the     
               Transmission Operator’s facilities.

             ___ Determine if the Transmission Operator provided the voltage or Reactive Power schedule to the 
                Generator Operator.

						____ Determine if the Transmission Operator directed the Generator to comply with the schedule in 	   		          automatic voltage control mode (with the AVR in service and controlling voltage).

Detailed notes:






1. Each Purchasing-Selling Entity and Load Serving Entity shall arrange for (self-provide or purchase) reactive resources -which may include, but is not limited to, reactive generation scheduling; transmission line and reactive resource switching; and controllable load to satisfy its reactive requirements identified by its Transmission Service Provider.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R5 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R5.

	___	Verify that the Purchasing‑Selling Entity and/or Load Serving Entity has arranged for reactive resources needed to satisfy its reactive requirements as identified by the Transmission Service Provider.

Detailed notes:






R6. 	The Transmission Operator shall know the status of all transmission Reactive Power resources, including the status of voltage regulators and power system stabilizers.
	
	R6.1. When notified of the loss of an automatic voltage regulator control, the Transmission Operator shall direct the Generator Operator to maintain or change either its voltage schedule or its Reactive Power schedule.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R6 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R6.


          ____ Using the provided verify that the Transmission Operator knows the status of all
                    transmission Reactive Power resources including, but not limited to:

a. Voltage regulators
b. Transmission capacitors
c. Reactors (inductors)
d. Power system stabilizers

                 Determine if the Transmission Operator was informed of the loss of an automatic voltage
                 regulator control, and if so, it directed the Generator Operator to maintain or change either the 
                 voltage schedule or Reactive Power schedule.

Detailed notes:






1. The Transmission Operator shall be able to operate or direct the operation of devices necessary to regulate transmission voltage and reactive flow.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R7 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R7.

	___	Review the evidence to verify that the Transmission Operator is able to operate or direct the operation of devices necessary to regulate transmission voltage and reactive flow.

Detailed notes:





R5. Each Transmission Operator shall operate or direct the operation of capacitive and inductive reactive resources within its area -which may include, but  is not limited to, reactive generation scheduling; transmission line and reactive resource switching; controllable load; and if necessary, load shedding – to maintain system and Interconnection voltages within established limits.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R8 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R8.

	___	Review the evidence to verify the Transmission Operator operates or directs the operation of capacitive and inductive reactive resources within its area to maintain system and Interconnection voltages within established limits which may include, but is not limited to:

			___	Reactive generation scheduling
			___	Transmission line and reactive resource switching
			____    Controllable load_
			___	Load shedding

Detailed notes:





R6. Each Transmission Operator shall maintain reactive resources- which may include, but is not limited to, reactive generation scheduling; transmission line and reactive resource switching; and controllable load to support its voltage under first Contingency conditions. 

	R9.1 Each Transmission Operator shall disperse and locate the reactive resources so that the resources can be applied effectively and quickly when Contingencies occur.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R9 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R9.

___	 Determine if the Transmission Operator maintained reactive resources necessary to support voltage under first Contingency conditions

___Determine if the Transmission Operator dispersed and located the reactive resources within its area so that the resources can be applied effectively and quickly when Contingencies occur.

Detailed notes:



Additional Evidence Reviewed:
	Title
	Date
	Version

	
	
	

	
	
	

	
	
	






R7. 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.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


Question: Have you experienced an IROL or SOL violation due to reactive resource deficiencies?  If yes, provide documentation of the recovery time and a completed violation report.

Entity Response: (Registered Entity Response Required)

 


R10 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R10.

	___	Review the evidence to determine if the Transmission Operator experienced an SOL or IROL resulting from reactive resource deficiencies.

	___	Determine if the Transmission Operator corrected IROL or SOL violations resulting from reactive resource deficiencies.

	___	If an IROL, determine if the Transmission Operator corrected the violation within 30 minutes.

	___	Determine if the Transmission Operator completed the required IROL or SOL violation reporting.

Detailed notes:






R11. 	After consultation with the Generator Owner regarding necessary step-up transformer tap changes, the Transmission Operator shall provide documentation to the Generator Owner specifying the required tap changes, a timeframe for making the changes, and technical justification for these changes.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


Question: Have you made a request during the audit period regarding necessary step-up transformer changes to a Generator Owner? If yes, provide documentation.

Entity Response: (Registered Entity Response Required)

 


R11 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R11.


                           Determine if the Transmission Operator required the Generator Operator to change the step-up 
                           transformer tap settings.  If yes:

                              Review the evidence to verify the Transmission Operator consulted with the Generator 
                              Owner regarding necessary step-up transformer tap changes.

                             Review the evidence to verify the Transmission Operator provided documentation to the Generator Owner specifying the required tap changes including:

                           Timeframe for making the changes
                           Technical justification for the changes

Detailed notes:






R12. 	The Transmission Operator shall direct corrective action, including load reduction, necessary to prevent voltage collapse when reactive resources are insufficient.

Describe, in narrative form, how you meet compliance with this requirement: (Registered Entity Response Required)
 


R12 Supporting Evidence and Documentation

Response: (Registered Entity Response Required)

	
		   Provide the following:
	Document Title and/or File Name, 		Page & Section, 	Date & Version

	Title
	Date
	Version

	
	
	

	
	
	

	
	
	

	Audit Team: Additional Evidence Reviewed:
	
	

	
	
	

	
	
	

	
	
	



This section must be completed by the Compliance Enforcement Authority.

Compliance Assessment Approach Specific to VAR-001-2 R12.

	___	Review the evidence to verify that the Transmission Operator directed necessary corrective action to prevent voltage collapse when reactive resources were insufficient.

Detailed notes:





Supplemental Information

Other ‑ The list of questions above is not all inclusive of evidence required to show compliance with the Reliability Standard. Provide additional information here, as necessary that demonstrates compliance with this Reliability Standard.

		Entity Response: (Registered Entity Response)

 






Compliance Findings Summary (to be filled out by auditor)

	Req.
	NF
	PV
	OEA
	NA
	Statement

	1
	
	
	
	
	

	2
	
	
	
	
	

	3
	
	
	
	
	

	4
	
	
	
	
	

	5
	
	
	
	
	

	6
	
	
	
	
	

	7
	
	
	
	
	

	8
	
	
	
	
	

	9
	
	
	
	
	

	10
	
	
	
	
	

	11
	
	
	
	
	

	12
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Excerpts from FERC Orders -- For Reference Purposes Only
Updated Through October 11, 2011
VAR-001-2

Order 693

P 1846.  The Version 0 Voltage and Reactive Control (VAR) Reliability Standard VAR-001-0 is intended to maintain Bulk-Power System facilities within voltage and reactive power limits, thereby protecting transmission, generation, distribution, and customer equipment and the reliable operation of the Interconnection. The Voltage and Reactive Control group of Reliability Standards is intended to replace the existing VAR-001-0 and consists of two proposed Reliability Standards, VAR-001-1 and VAR-002-1, with new Requirements. These two new proposed Reliability Standards have been submitted by NERC as part of the August 28, 2006 Supplemental Filing for Commission review. NERC requested an effective date of February 2, 2007 for VAR-001-1, and August 2, 2007 for VAR-002-1.

P 1847.  Reliability Standard VAR-001-1 requires transmission operators to implement formal policies for monitoring and controlling voltage levels, acquire sufficient reactive resources, specify criteria for generator voltage schedules, know the status of all transmission reactive power resources, operate or direct the operation of devices that regulate voltage and correct IROL or SOL violations resulting from reactive resource deficiencies. VAR-001-1 also requires purchasing-selling entities to arrange for reactive resources to satisfy their reactive requirements.

P 1854.  In a complex power grid such as the one that exists in North America, reliable operations can only be ensured by coordinated efforts from all operating entities in long-term planning, operational planning and real-time operations. To that end, the Staff Preliminary Assessment recommended and the NOPR proposed that the applicability of VAR-001-1 extend to reliability coordinators and LSEs.

P 1857.  VAR-001-1 recognizes that energy purchases of purchasing-selling entities can increase reactive power consumption on the Bulk-Power System and the purchasing-selling entities must supply what they consume. The Commission agrees with APPA that LSEs would provide data for voltage stability assessments. However, the Commission also believes that LSEs have an active role in voltage and reactive control, since LSEs are responsible for maintaining an agreed-to power factor at the interface with the Bulk-Power System.

P1858. While the Commission recognizes the point made by TAPS, that purchasingselling
entities are required to satisfy any reactive requirements through purchasing
Ancillary Service #2 under the OATT or self-supply, the Commission disagrees that
adding LSEs to this Reliability Standard serves no reliability purpose. As discussed in
the NOPR and the Staff Preliminary Assessment, LSEs are responsible for significantly
more load than purchasing-selling entities.471 The reactive power requirements can have
significant impact on the reliability of the system and LSEs should be accountable for
that impact in the same ways that purchasing-selling entities are accountable, by 
providing reactive resources, and also by providing information to transmission operators
to allow transmission operators to accurately study the reactive power needs for both the
LSEs’ and purchasing-selling entities’ load characteristics.472 The Commission
recognizes that all transmission customers of public utilities are required to purchase
Ancillary Service No. 2 under the OATT or self-supply, but the OATT does not require
them to provide information to transmission operators needed to accurately study reactive
power needs. The Commission directs the ERO to address the reactive power
requirements for LSEs on a comparable basis with purchasing-selling entities.

P 1879. The Commission noted in the NOPR that in many cases, load response and
demand-side investment can reduce the need for reactive power capability in the
system.476 Based on this assertion, the Commission proposed to direct the ERO to
include controllable load among the reactive resources to satisfy reactive requirements
for incorporation into Reliability Standard VAR-001-1. While we affirm this
requirement, we expect the ERO to consider the comments of SoCal Edison with regard
to reliability and SMA in its process for developing the technical capability requirements
for using controllable load as a reactive resource in the applicable Reliability Standards.

P 1880.  Accordingly, the Commission approves Reliability Standard VAR-001-1 as mandatory and enforceable….

Order No. 724, 18 CFR Part 40 Electric Reliability Organization Interpretations of Specific Requirements of Frequency Response and Bias and Voltage and Reactive Control Reliability Standards, 127 FERC ¶ 61,158 (May 21, 2009)

1. Pursuant to section 215 of the Federal Power Act (FPA), the Commission hereby approves the interpretation proposed by the North American Electric Reliability Corporation (NERC) of Commission-approved Reliability Standard BAL-003-0, Frequency Response and Bias, but remands NERC's proposed interpretation of Reliability Standard VAR-001-1, Voltage and Reactive Control, for additional clarification. n1

6. For BAL-003-0, the Electric Reliability Council of Texas (ERCOT) requested clarification that the provision in BAL-003-0, Requirement R2, permitting use of a variable bias setting, did not conflict with BAL-003-0, Requirement R5, which states that the frequency bias setting for Balancing Authorities serving native load should be at least one percent of yearly peak demand. For VAR-001-1, Dynegy, Inc. (Dynegy) requested clarification whether there are implicit requirements that the voltage schedule and associated tolerance band to be provided by the transmission operator under Requirement R4 be technically based, reasonable and practical for a generator to maintain.

16. VAR-001-1, Requirement R4 directs each transmission operator to provide each generator with a voltage and reactive power output schedule, within a tolerance band. A second Reliability Standard, VAR-002-1, Requirement R2, requires that each generator must meet the schedule (typically via automatic control) or provide an explanation why it cannot do so. The Requirements state:

VAR-001-1 - Voltage and Reactive Control.
 
Requirement R4. Each Transmission Operator shall specify a voltage or Reactive Power schedule n19 at the interconnection between the generator facility and the Transmission Owner's facilities to be maintained by each generator. The Transmission Operator shall provide the voltage or Reactive Power schedule to the associated Generator Operator and direct the Generator Operator to comply with the schedule in automatic voltage control mode (AVR [automatic voltage regulation] in service and controlling voltage). . . .
 
VAR-002-1 - Generator Operation for Maintaining Network Voltage Schedules.
 
Requirement R2. Unless exempted by the Transmission Operator, each Generator Operator shall maintain the generator voltage or Reactive Power output (within applicable Facility Ratings) n20 as directed by the Transmission Operator.
 
R2.1. When a generator's automatic voltage regulator is out of service, the Generator Operator shall use an alternative method to control the generator voltage and reactive output to meet the voltage or Reactive Power schedule directed by the Transmission Operator.
 
R2.2. When directed to modify voltage, the Generator Operator shall comply or provide an explanation of why the schedule cannot be met.


17. Dynegy requested clarification whether there are implicit requirements that the voltage schedule and associated tolerance band to be provided by the transmission operator under VAR-001-1, Requirement R4 be technically based, reasonable and practical for a generator to maintain. In response, NERC proposed the following interpretation:

NERC Reliability Standard VAR-001-1 is only comprised of stated requirements and associated compliance elements. The requirements have been developed in a fair and open process, balloted and accepted by FERC for compliance review. Any "implicit" requirement would be based on subjective interpretation and viewpoint and therefore cannot be objectively measured and enforced. Any attempt at "interpreting an implicit requirement" would effectively be adding a new requirement to the standard.
 
This can only be done through the [Standards Authorization Request] process.
 
Since there are no requirements in VAR-001-1 to issue a "technically based, reasonable and practical to maintain voltage or reactive power schedule and associated tolerance band," there are no measures or associated compliance elements in the standard.
 
The standard only requires that "Each Transmission Operator shall specify a voltage or Reactive Power schedule ...." and that "The Transmission Operator shall provide the voltage or Reactive Power schedule to the associated Generator Operator and direct the Generator Operator to comply with the schedule...." Also, Measure 1 and the associated compliance elements follow accordingly by stating that "The Transmission Operator shall have evidence it provided a voltage or Reactive Power schedule ..."

* * *
 
Requirement 2 and Requirement 2.2 of VAR-002-1 relate somewhat to questions # 2 and 3. R2 states that "Unless exempted by the Transmission Operator, each Generator Operator shall maintain the generator voltage or Reactive Power output (within applicable Facility Ratings) as directed by the Transmission Operator." R2.2 goes on to state "When directed to modify voltage, the Generator Operator shall comply or provide an explanation of why the schedule cannot be met." [footnotes omitted.]

 
18. NERC provided additional information in its transmittal letter accompanying the interpretation, noting that VAR-001-1, Requirement R2 states, "Each Transmission Operator shall acquire sufficient reactive resources within its area to protect the voltage levels under normal and Contingency conditions." NERC explained that, in order to fulfill Requirement R2, the transmission operator must perform a valid analysis of the system, using models that accurately represent equipment capabilities. Therefore, while NERC supported its interpretation of Requirement R4, including the finding that a requirement cannot establish implicit obligations, it stated that the issue that Dynegy raised for clarification is better resolved through an examination of Requirement R2. n21 

19. In response, the Commission proposed to remand NERC's interpretation of VAR-001-1, Requirement R4, because the interpretation suggested that there is no requirement that a voltage schedule have a sound technical basis. The Commission noted that Order No. 693 stated that all Reliability Standards must be designed to achieve a specified eliability goal and must contain a technically sound means to achieve this goal. n22 The  Commission thus disagreed with NERC's proposed interpretation because it suggested that a transmission operator could deliver a voltage schedule that lacked any technical basis. The Commission, citing the NERC Rules of Procedure, section 302.5, concluded that a voltage schedule should reflect technical analysis, i.e., sound engineering, as well as operating judgment and experience. n23 

20. The NOPR also highlighted the Commission's review in Order No. 693 of each Reliability Standard and approval of those containing Requirements that are sufficiently clear as to be enforceable and that do not create due process concerns. n24 The Commission noted that its approval in Order No. 693 of VAR-001-1 meant that  VAR-001-1 is sufficiently clear to inform transmission operators what is required of them. n25 The Commission acknowledged that it has elsewhere declined to specify in detail how a registered entity should implement a Reliability Standard, but countered that such actions do not mean that an entity seeking to comply with a Reliability Standard may act in a manner that is not technically sound, i.e., in a manner that is not grounded in sound engineering, and thus, not reasonable and practical. n26 The Commission objected to NERC's proposed interpretation as implying that the voltage schedules provided under VAR-001-1, Requirement R4 need not have any technical basis, and thus need not be reasonable and practical.

21. The Commission proposed in the NOPR to remand NERC's proposed interpretation of VAR-001-1, Requirement R4 for reconsideration consistent with this rulemaking. In addition, the Commission rejected an additional proposal from Dynegy, asserting that NERC needs to develop evaluation measures to review the technical basis for voltage schedules, as beyond the scope of the interpretation process. The Commission proposed that such an effort would be better discussed pursuant to a Standards Authorization Request under the NERC Reliability Standards Development Procedures
47. The Commission remands to the ERO the proposed interpretation of VAR-001-1, Requirement R4 and directs the ERO to revise the interpretation consistent with the Commission's discussion below.

a. Voltage Schedules Provided under VAR-001-1, Requirement R4 Must Have a Sound Technical Basis.
 
48. Order No. 693 held that all Reliability Standards must be designed to achieve a specified reliability goal and must contain a technically sound means to achieve the goal. n61 No participant disagrees with this assessment. n62 Furthermore, no participant challenges the Commission's objection that the Reliability Standards should not permit delivery of a voltage schedule that lacks any technical basis. n63 Instead, the participants suggest various ways in which other Reliability Standards requirements provide that technical basis or at least do not permit transmission operators to engage in unsound practices with respect to voltage schedules. n64 

49. VAR-001-1, Requirement R4 requires each transmission operator to specify a voltage schedule to be maintained by each generator and explains that the voltage schedule is a target voltage to be maintained within a tolerance band during a specified period. Requirement R4 is part of the means by which a transmission operator achieves the goal of VAR-001-1, "to ensure that voltage levels, reactive flows, and reactive resources are monitored, controlled, and maintained within limits in real time to protect equipment and the reliable operation of the Interconnection." Because Requirement R4 requires transmission owners to specify target voltages at each generator's interconnection with the system, while taking into account specific periods of use and facility tolerance bands, the Requirement is not merely a ministerial requirement, but, rather, presupposes the exercise of engineering judgment. These determinations are technical in nature, and, since they represent one of the means by which the VAR-001-1 Reliability Standard achieves its goal, they must be technically sound, that is, based on sound engineering. Actions that do not reflect sound engineering would not be technically sound. n65 Therefore, the Commission adopts its NOPR proposal, and finds that a voltage schedule should reflect sound engineering, as well as operating judgment and experience. n66 The Commission remands NERC's proposed VAR-001-1, Requirement R4 interpretation, in order that NERC may reconsider its interpretation consistent with this order.  



n66 Order No. 693, FERC Stats. & Regs. P 31,242 at P 5 ("a Reliability Standard must provide for the Reliable Operation of Bulk-Power System facilities and may impose a requirement on any user, owner or operator of such facilities. It must be designed to achieve a specified reliability goal and must contain a technically sound means to achieve this goal. The Reliability Standard should be clear and unambiguous regarding what is required and who is required to comply. The possible consequences for violating a Reliability Standard should be clear and understandable to those who must comply. There should be clear criteria for whether an entity is in compliance with a Reliability Standard. While a Reliability Standard does not necessarily need to reflect the optimal method for achieving its reliability goal, a Reliability Standard should achieve its reliability goal effectively and efficiently."); see also Order No. 672, FERC Stats. & Regs. P 31,204 at P 324; accord NERC Rules of Procedure, section 302.5.
 

b. Whether Support for a Sound Technical Basis is Found in Other Reliability Standards and Requirements
 
50. Several participants, including NERC and Ameren, claim that, in the broader context of the Reliability Standards, there is already an obligation to use technically sound means to comply with VAR-001-1, Requirement R4. n67 The Commission recognizes and appreciates, as part of the NERC filing, the additional information included to allay concerns that generator operators may receive a voltage schedule that is either unsafe or not technically feasible. However, if analysis of other Reliability Standard requirements provides the necessary clarification, such analysis should be made part of the formal interpretation. Thus, in this case, if the actions performed pursuant to other Reliability Standard requirements cited in the participants' comments describe actions that form the basis for development of voltage schedules, then the interpretation should reflect that fact.

n67 NERC comments at 8-9 (discussing VAR-001-1, Requirements R2, R9.1 and R11); Ameren comments at 6 (discussing VAR-002-1a, Requirement R2). See also EEI comments at 2 (supporting NERC conclusion); IESO comments at 6 (discussing transmission operations Reliability Standards, TOP-002-2, et al.). However, participants also suggest that a failure to meet that obligation would not constitute an enforceable violation of VAR-001-1, Requirement R4. See EEI comments at 2.
 
51. Some petitioners suggest that other Reliability Standard requirements may mitigate any negative impact of a voltage schedule that lacks a sound technical basis, and thus imply that Requirement R4 need not reflect a sound technical basis, or they suggest that the clarification sought by the Commission is not necessary. The Commission does not agree. As discussed above, voltage schedules developed pursuant to VAR-001-1, Requirement R4 must have a sound technical basis, and failure to properly perform the task would constitute an independent violation of the Reliability Standard.

c. The Commission Is Not Imposing Implicit Requirements.
 
52. The Commission disagrees with participants claiming that the Commission's understanding of Requirement R4 would impermissibly create a new "implicit" requirement, or that such requirements would introduce an unworkable subjective analysis into Reliability Standard enforcement. As the NOPR stated, the Commission reviewed each Reliability Standard and, in Order No. 693, approved those containing Requirements that are sufficiently clear as to be enforceable and that do not create due process concerns. n68 The Commission included [**47]  VAR-001-1 as among the Reliability Standards that are sufficiently clear to inform transmission operators what is required of them. n69 Order No. 693 declined to order more specificity on the technical basis in the current version of VAR-001-1, but instead found that the development of more detailed requirements to address such concerns are best addressed by the ERO through the Reliability Standards development process. n70 However, that finding does not suggest that existing requirements may be performed without any technical basis.

53. FirstEnergy interprets the Commission's proposal as finding that there are "implicit" obligations in Requirement R4 that should be explicitly incorporated into the Reliability Standard. To the contrary, as noted in the NOPR, the Commission has elsewhere declined to specify in detail how a registered entity should implement a Reliability Standard, n71 and so we [**48]  do not direct NERC to modify VAR-001-1, Requirement R4, at this time. n72 The Commission affirms its approval in Order No. 693 of VAR-001-1, Requirement R4, and its finding that Requirement R4 is, as written, sufficiently clear to inform entities of what is required of them.

n71 NOPR, FERC Stats. & Regs. P 32,639 at P 31; see also Order No. 672, FERC Stats. & Regs. P 31,204 at P 260 (stating that implementation procedures should be included when inextricably linked to the Reliability Standard or when leaving out implementation features could: (1) sacrifice necessary uniformity in implementation of the Reliability Standard; (2) create uncertainty for the entity that has to follow the Reliability Standard; (3) make enforcement difficult; and (4) increase the complexity of the Commission's oversight and review process).

n72 Requirement R4 does not prescribe any one particular method of achieving compliance, but instead permits transmission operators to implement Reliability Standards through a variety of technically sound means.
 
d. Requirement R4 is Mandatory and Enforceable
 
54. Several participants claim that any requirement under VAR-001-1 to issue a technically based voltage schedule cannot be audited or enforced because VAR-001-1 lacks measures or compliance elements associated with such a requirement. n73 We do not agree. In Order No. 693, the Commission approved Reliability Standards without associated measures, stating that it disagreed with comments that a Reliability Standard cannot reasonably be enforced, or is otherwise not just and reasonable, solely because it does not include enforcement measures and compliance elements. The Commission reasoned that while such compliance elements and enforcement measures provided useful guidance, "compliance will in all cases be measured by determining whether a party met or failed to meet the Requirement given the specific facts and circumstances of its use, ownership or operation of the Bulk-Power System." n74 

55. Ameren complains that a remand of the interpretation lacks specific instructions for transmission operators to implement an implicit Requirement. In addition, Ameren speculates that disagreements as to the sufficiency of a particular voltage schedule may arise between parties involved in implementation and enforcement. Again, the Commission affirms its finding in Order No. 693 that Requirement R4 is sufficiently clear; to be enforceable, Reliability Standards need not "spell out in minute detail all factual scenarios that might violate a Requirement and the precise consequences of that violation." n75 

n75 Id. P 274-75 ("the Commission finds that none of the Reliability Standards that we approve today contains an ambiguity that renders it unenforceable or otherwise unjust and unreasonable").

North American Electric Reliability Corporation, 134 FERC ¶ 61,015 (January 10, 2011)

1. On September 9, 2010, the North American Electric Reliability Corporation (NERC), the Commission-certified electric reliability organization, filed a petition seeking approval of modifications to six Reliability Standards made pursuant to outstanding directives from the Commission's Order No. 693. n1 Specifically, pursuant to section 215(d)(2) of the Federal Power Act, NERC requests approval of modifications contained in Reliability Standards BAL-002-1, EOP-002-3, FAC-002-1, MOD-021-2, PRC-004-2, and VAR-001-2. NERC also explains that two additional Order No. 693 directives related to these Reliability Standards have been resolved without further modification.

2. NERC states that the proposed modifications to the Reliability Standards are the result of NERC's efforts to address the outstanding directives from Order No. 693, beginning with the identification of changes expected to be less controversial. According to NERC, the modifications to the six Reliability Standards address Commission directives set forth in Order No. 693. n2 According to NERC, the six proposed Reliability Standards achieved sufficient quorum and approval in the NERC stakeholder process to move forward for consideration by the NERC Board of Trustees, which approved the six modified Reliability Standards on August 5, 2010.

n2 According to NERC, the modifications address the Commission's directives set forth in paragraphs 321, 582, 693, 1300, 1469 (second directive only), 1858 and 1879 of Order No. 693. NERC further states that the directive to modify Reliability Standard EOP-002 as stated in paragraph 577 has been addressed through revisions to IRO-006-4.

4. The Commission finds that the proposed modifications to the Reliability Standards are just, reasonable, not unduly discriminatory or preferential, and in the public interest, and approves them as mandatory and effective on the respective dates as requested by NERC. The Commission further finds that NERC has satisfied the Commission's outstanding directives listed in footnote 2 of this order.
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