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Disclaimer & Legal Notice

This publication is the work product of Energy Compliance, Inc. and is provided for general
information and educational purposes only. It does not constitute legal advice, regulatory guidance,
engineering advice, cybersecurity implementation guidance, operational direction, or formal
interpretation of any NERC Reliability Standard, FERC order, RTO or ISO protocol, Regional Entity
directive, or state commission rule. It neither establishes, modifies, nor removes any requirement

stated in law, regulation, or a NERC Reliability Standard.

This publication may not be used or cited as authority in any audit, enforcement, regulatory, or legal
proceeding. Compliance with NERC Reliability Standards depends on facts and circumstances
unique to each registered entity, and the reader should consult qualified counsel and subject matter

experts when making compliance decisions.

Achieving compliance with the NERC Reliability Standards does not by itself mean that the grid will
be reliable or that security measures will have their intended effect. Reliable operation depends on
many technical, business, and external factors, and this publication does not attempt to cover them

all.

NERC, FERC, and the names of Regional Entities are referenced here for descriptive purposes only.
Energy Compliance, Inc. is not affiliated with, sponsored by, or endorsed by the North American
Electric Reliability Corporation, the Federal Energy Regulatory Commission, or any NERC Regional
Entity. NERC and related terms are trademarks of their respective owners and are used here for

identification only.

Energy Compliance, Inc. disclaims all warranties, express or implied, and assumes no responsibility

or liability for errors, omissions, or outcomes resulting from the use of this publication.
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Foreword

This professional reference is one of a series Energy Compliance, Inc. publishes for

registered entities and the people who run their compliance programs.

I've spent more than thirty years on every side of the bulk electric system. I've operated
control centers as a Reliability Coordinator, Transmission Operator, and Power System
Operator. I've audited grid facilities and signed off on findings as a senior compliance
auditor. I've worked enforcement matters from inside the regulator's process. For the

last several years I've advised registered entities directly through the firm | founded.

The entities that do reliability well share a common habit. They take the standards
seriously without confusing them with reliability itself. They know that a NERC Reliability
Standard is a floor, not a ceiling. They know that compliance is something an auditor
evaluates, but reliability is something a system either delivers or doesn't. They prepare

for audits by building programs that survive real questions, not binders that look thick.

That's the perspective these references try to share. Each one focuses on a single
topic: a standard family, an operational function, a regulatory framework, or an

emerging industry challenge. Each one walks through how the topic actually works.

These references are written for the compliance manager who wants to understand the
system, not just memorize requirements. For the legal counsel who has to brief a board

honestly. For the senior operator who's been told that compliance and reliability are the
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same thing and suspects they aren't. And for the new compliance hire who got handed

a binder and told good luck.

These references aren't marketing material disguised as content. They're the result of
three decades of doing this work and watching it succeed and fail. I've written them in
the same voice | use in a control room or in front of a Regional Entity audit team: direct,

evidence-grounded, and honest about what the standards do and do not require.

Energy Compliance exists because much of the consulting offered to registered entities
today is structured for billable hours rather than for outcomes. Every engagement is
overseen by a senior practitioner. We don't bring five people to a meeting that needs
one. We automate the work that should be automated. We apply senior judgment to the
work that requires it. If that approach matches what you're looking for in a compliance

partner, the back of this reference has our contact information.

If not, the reference still belongs to you. Take what's useful. Apply it well. And remember

the only test that ultimately matters: when the system needs to perform, does it?

Rob Smith

Founder and Principal, Energy Compliance, Inc.
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Executive Summary

The NERC Reliability Standards aren't a list of documents. They're a coordinated framework
that defines what registered entities must do to keep the Bulk Electric System reliable. Reading
individual standards tells you what's required. Reading the framework tells you why. The why is
where audit defensibility lives.

This reference walks the framework end to end: why it exists, how a standard is built, how it
gets developed and approved, when it takes effect, how compliance is monitored and enforced,
how risk shapes oversight, who has to comply, who does what among NERC, FERC and the
Regional Entities, what counts as an enforceable obligation, and how the framework keeps
changing. The last two chapters step back and look at what the standards are, what they are
not, and how the framework behaves in daily practice.

Six points carry through every chapter:

¢ A NERC Reliability Standard is a floor, not a ceiling. Treat it as a target and you've
already misread it.

e Many requirements trace back to a specific failure the industry decided it would not
repeat. The 2003 blackout is the clearest case: the joint U.S.-Canada task force tied it to
violations of NERC's then-voluntary rules, and that finding helped produce mandatory
standards.

e The Violation Risk Factor tells you how much a requirement matters to reliability. The
Violation Severity Level tells you how far short an entity fell. Together they set the
starting point for any penalty.

¢ The framework revises faster than most programs track. Operating against last cycle's
version of a standard is operating against an outdated requirement.

e Regional Entities apply the same standard to different systems, and audit experience
varies from one region to the next. Cross-region operations have to plan for the
variance.

e Compliance with the framework ends where reliability begins. They aren't the same
thing.

The chapters cite the statute, the NERC Rules of Procedure and their appendices, and FERC's
orders directly. Where a statement is my judgment rather than a rule, the text says so.
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1 The Purpose and Role of the NERC
Reliability Standards Framework

1.1 A Governance Structure for a Very Large Machine

The North American bulk power system is an interconnected machine of enormous size. It runs
on the coordinated behavior of thousands of facilities, millions of individual components, and a
governance structure that has to manage risk across jurisdictional, organizational and
technological boundaries at the same time. The NERC Reliability Standards framework is that
governance structure.

The standards are not technical manuals, operating procedures or engineering specifications.
They set minimum reliability requirements for the owners, operators and users of the bulk power
system whose actions can materially affect it. Keep that purpose and scope in mind when you
read the language of any standard.

Federal law draws the boundary. Section 215 of the Federal Power Act defines a reliability
standard as a requirement, approved by FERC, "to provide for reliable operation of the bulk-
power system." The definition covers the operation of existing facilities, including cybersecurity
protection, and the design of planned additions or modifications to the extent needed for reliable
operation. It expressly excludes any requirement to enlarge facilities or to build new
transmission or generation capacity.

1.2 From Voluntary Rules to Mandatory Standards

Before 2007, compliance with NERC's reliability rules in the United States was voluntary. The
rules had a solid technical foundation, but no one could be penalized for ignoring them.

The August 14, 2003 blackout changed that. In Order No. 693, FERC recounted that the
blackout affected an estimated 50 million people and 61,800 megawatts of load across the
Midwest, the Northeast and Ontario. A joint U.S.-Canada task force found that several entities
had violated NERC's then-effective policies and standards, and that those violations contributed
directly to the loss of load. The task force called for legislation to make the standards mandatory
and enforceable, with penalties. FERC credited that recommendation with helping to produce
the Energy Policy Act of 2005.

The Energy Policy Act of 2005 added Section 215 to the Federal Power Act. Section 215 gave
FERC jurisdiction over a single Electric Reliability Organization (ERO), the Regional Entities,
and all users, owners and operators of the bulk power system, and it requires all users, owners
and operators to comply with approved reliability standards. FERC issued Order No. 672 on
February 3, 2006 to set the certification process, and it certified NERC as the ERO on July 20,
2006. In Order No. 693, issued March 16, 2007, FERC approved 83 of 107 proposed standards
as the first set of mandatory and enforceable Reliability Standards in the United States. FERC
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described that action as the official departure from reliance on the industry's voluntary
compliance.

1.3 A Risk Management Tool, Not a Guarantee

The framework manages risk. It does not eliminate it. Each standard sets a baseline level of
performance for planning, operations, protection and control, or another activity. Taken together,
the standards reduce the likelihood and impact of significant disturbances. They do not
guarantee reliable operation, and they do not try to cover every operating scenario.

The NERC Standard Processes Manual puts it in engineering terms: the body of requirements
"collectively provides a defense-in-depth strategy" for the bulk power system.

1.4 Functional, Technology-Neutral, Built on Different Kinds of
Requirements

The framework is functional, not asset-specific. Standards apply to entities based on the
reliability functions they perform: Balancing Authority, Transmission Operator, Generator Owner,
Reliability Coordinator and the rest. A functional approach makes sense because reliability risk
follows responsibility and decision-making authority.

The framework also tries to stay technology-neutral. A standard written for one technology ages
badly as the resource mix changes. Technology neutrality does not mean the drafters can
ignore how specific technologies behave. The inverter-based resource work discussed in
Chapter 10 shows what happens when they do.

The Standard Processes Manual recognizes three kinds of requirements. Performance-based
requirements define an outcome with a direct, observable effect on reliability, measurable with
power system data. Risk-based requirements define actions that reduce a stated risk, measured
by evaluating the product of those actions. Capability-based requirements define a capability an
entity must have, measured by showing that the capability exists. Knowing which kind of
requirement you're reading tells you what kind of evidence will satisfy it.

End-of-Chapter Summary

The NERC Reliability Standards framework is a mandatory, enforceable set of rules for
managing systemic risk to the North American bulk power system. It is functional, aims to be
technology-neutral, and sets a minimum level of reliability performance rather than dictating
specific engineering or operating measures.

From the Field

The framework codifies decades of operating experience. Most requirements have a reason, and the
reason is usually an event the industry would prefer not to repeat.

Energy Compliance, Inc. - - Page 7



EC-WP-101 - Understanding the NERC Reliability Standards Framework

2 Structure and Organization of the
NERC Reliability Standards

2.1 Fourteen Families

The NERC Reliability Standards address different aspects of bulk power system reliability and
are designed to work together. NERC groups the continent-wide standards into fourteen
families, each identified by a three-letter prefix.

Prefix Family

BAL Resource and Demand Balancing

CIP Critical Infrastructure Protection

COM Communications

EOP Emergency Preparedness and Operations

FAC Facilities Design, Connections, and Maintenance
INT Interchange Scheduling and Coordination

1RO Interconnection Reliability Operations and Coordination
MOD Modeling, Data, and Analysis

NUC Nuclear

PER Personnel Performance, Training, and Qualifications
PRC Protection and Control

TOP Transmission Operations

TPL Transmission Planning

VAR Voltage and Reactive

The families sort by reliability subject matter: operations, planning, protection, security and so
on. That grouping lines up broadly with how reliability responsibilities are divided among
registered functions, which is why a Transmission Operator lives in TOP and IRO while a
Transmission Planner lives in TPL and MOD.
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2.2 The Anatomy of a Standard

The Standard Processes Manual (Appendix 3A to the NERC Rules of Procedure) lists the
components a Reliability Standard may include: a title, a number, a purpose, an applicability
section, effective dates, requirements, compliance elements, version history, and any variance.

The purpose statement names the reliability outcome that compliance with the requirements
achieves. It focuses the reader on the risk the standard addresses and is a useful check when a
requirement's wording is ambiguous.

The applicability section identifies the specific functional entities and facilities to which the
standard applies. Many standards narrow applicability further by facility type or threshold. That
detail matters. Two entities with the same registration can carry different obligations under the
same standard because their facilities differ.

2.3 Requirements, Measures and Compliance Elements

Requirements are the obligations. The Standard Processes Manual describes a requirement as
an explicit statement that identifies the responsible functional entity, the action or outcome to be
achieved, any conditions, and the reliability benefit. Each requirement is mandatory.

Compliance elements support the administration of compliance monitoring and enforcement.
They include Measures, which identify the evidence or types of evidence that may demonstrate
compliance, and the Violation Risk Factors and Violation Severity Levels.

The manual is explicit on a point that many programs miss: the only mandatory and enforceable
components of a Reliability Standard are the applicability section, the requirements, and the
effective dates. Everything else is there for information and to show how compliance will be
assessed. A Measure tells you what kind of evidence an auditor expects to see. It does not add
an obligation.

2.4 VRFs, VSLs and Time Horizons

Each requirement carries a Violation Risk Factor (VRF) and one or more Violation Severity
Levels (VSLs). Drafting teams develop them with NERC staff alongside the standard, the NERC
Board of Trustees approves them, and they are not part of the standard itself.

The VRF identifies the potential reliability significance of noncompliance with the requirement.
NERC's Sanction Guidelines (Appendix 4B) define three levels: Lower, Medium and High. The
VSL describes the degree to which compliance was not achieved. The Standard Processes
Manual prefers four VSLs per requirement, and the Sanction Guidelines table names them
Lower, Moderate, High and Severe, though some requirements have fewer because they don't
have degrees of failure.

Requirements also carry a time horizon, such as Real-time Operations, Operations Planning or
Long-term Planning. The time horizon tells you how quickly a failure could affect the system.
Chapter 6 shows how the Sanction Guidelines use it.
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2.5 Numbering, Versions and Regional Standards

Each standard carries the family prefix, a number, and a version: PRC-029-2 is the second
version of a Protection and Control standard. The numbering convention lets standards be
revised over time while preserving the link between versions. When you cite a standard in a
procedure or an RSAW narrative, cite the version. An unversioned citation is an invitation for the
auditor to ask which one you meant.

The framework is continent-wide, but it is not identical everywhere. The NERC Rules of
Procedure provide for Regional Reliability Standards (Section 312), and the Standard
Processes Manual provides for Variances: requirements applied in place of the continent-wide
requirement in a specific geographic area or for a specific set of registered entities. BAL-001-
TRE-2, Primary Frequency Response in the ERCOT Region, is a regional standard of this kind:
it applies in ERCOT and nowhere else.

2.6 Standards Work as a Set

Individual requirements address specific risks. System reliability comes from the combined
application of standards across planning, operations and protection. No standard delivers
reliability by itself, and a program that manages each standard in isolation misses the handoffs
between them.

End-of-Chapter Summary

The NERC Reliability Standards are grouped into fourteen families by reliability subject matter.
Each standard has a purpose, an applicability section, requirements and compliance elements,
but only the applicability, requirements and effective dates are enforceable. VRFs, VSLs and
time horizons communicate risk and severity, and the numbering and version scheme lets
standards evolve while staying traceable.

From the Field
The standards are organized by reliability function and subject, not by asset class. A program built
around asset classes will misread how the standards fit together.

VRF and VSL together locate a violation on the Sanction Guidelines table. Knowing the table tells
you what kind of conversation a finding will trigger.

A finding with a High VRF and a Severe VSL starts in a very different place than a Lower and Lower
combination. The table is public in Appendix 4B. Use it.
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3 Standards Development Process
and Stakeholder Participation

3.1 Identifying a Reliability Need

NERC develops Reliability Standards through a formal industry process, under the Section 215
procedural requirements noted in 1.2. NERC modeled its process on the Essential
Requirements of the American National Standards Institute (ANSI), with deviations where the
federal framework requires them.

The premise is that reliability expertise is spread across the industry, and that structured
industry collaboration produces better standards than any single drafter could. Development
starts with a reliability need. Needs come from event analysis, reliability assessments, emerging
technology, changes in system operation, periodic reviews, and FERC directives.

The formal vehicle is the Standard Authorization Request (SAR), which documents the scope
and reliability benefit of a proposed project. Any entity or individual may submit one, including
NERC committees and NERC staff. The Standards Committee decides whether to accept the
SAR, send it back for more work, reject it with a written explanation, or delay action.

3.2 Drafting Teams and Comment Periods

Once a SAR is accepted, a standard drafting team of subject matter experts drawn from
different functions and regions is assembled to write the proposed language, the implementation
plan, and the VRFs and VSLs.

Stakeholder involvement runs through every stage. The Standard Processes Manual sets a 30-
day comment period on the SAR and a formal 45-day comment period on each draft standard,
with a ballot conducted during the last ten days of that period. If the draft changes significantly, it
goes out for another formal comment period and additional ballot, which may be as short as 30
days. Drafting teams must consider every written objection and try to resolve each one that
relates to the topic under review.

3.3 The Ballot

Approval runs through a weighted vote of the Registered Ballot Body, organized into industry
Segments. Each Segment carries equal weight, and the manual requires that the process not
be dominated by any two interest categories and that no single interest can defeat a matter on
its own.

Approval requires two things. First, a quorum: at least 75 percent of the ballot pool must
respond. Second, a two-thirds majority of the weighted Segment votes cast must be affirmative.
A ballot is a measure of consensus, not unanimity. A standard can pass over the objections of a
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substantial minority, which is one more reason to show up during comment periods rather than
at the ballot.

3.4 Board Adoption and Filing

After a successful final ballot, the standard goes to the NERC Board of Trustees for adoption.
The Board then directs NERC staff to file the standard with FERC and with the applicable
governmental authorities in Canada. The development record, including comments and
responses, becomes part of what FERC reviews.

FERC's role in this process is distinct. NERC and the industry develop the standard. FERC
approves it, remands it, or directs changes. Chapter 4 covers that step.

3.5 Revision, Periodic Review and Retirement

Standards development never finishes. Approved standards are revised or retired as
knowledge, operating conditions and risks change. Event analyses and reliability studies often
supply the basis for revisions.

The Standard Processes Manual requires every Reliability Standard to be reviewed at least
once every ten years from its effective date or the latest Board adoption of a revision, whichever
is later. A periodic review team recommends whether to reaffirm, revise or withdraw the
standard and posts its recommendation for a 45-day comment period. Revision or retirement
then runs back through the SAR process.

3.6 Separation from Compliance and Enforcement

Standards development is separate from compliance monitoring and enforcement. Keeping the
two apart protects the integrity of each: the people deciding what a requirement says are not the
people deciding whether you met it.

End-of-Chapter Summary

NERC develops the Reliability Standards through a formal, open process that draws on a broad
range of stakeholders. A SAR defines the project, a drafting team writes the language, comment
periods and weighted Segment ballots test consensus, and the Board adopts the result before it
goes to FERC. Every standard is reviewed at least every ten years, and the development
process stays separate from compliance and enforcement.

From the Field

Standards are written by the industry. Programs that don't participate in development end up
working under standards they didn't help shape, and the gap between drafted intent and applied
requirement is real.

The development process is open by design. Comment periods, ballot pools and Segment voting are
how the industry polices itself. Use them.
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4 Approval, Implementation, and
Effective Dates

4.1 FERC Review

Once the NERC Board adopts a standard, Section 215(d)(1) requires NERC to file it with FERC.
FERC may approve it, by rule or order, if it finds the standard "just, reasonable, not unduly
discriminatory or preferential, and in the public interest." FERC must give due weight to NERC's
technical expertise on the content of the standard, but it does not defer to NERC on the
standard's effect on competition.

FERC approval is not automatic. In Order No. 693 FERC described its three options for each
proposed standard: approve it, approve it and direct modifications, or remand it. Section 215(d)
(4) requires FERC to remand any standard it disapproves in whole or in part. Of the 107
standards NERC proposed in the first filing, FERC approved 83.

4.2 Implementation Plans and Effective Dates

Section 215(d)(2) says a standard takes effect upon FERC approval. In practice, the date an
entity must be compliant is set by the standard's effective date and the implementation plan that
accompanies it. The Standard Processes Manual describes the effective dates element as the
date or preconditions that determine when each requirement becomes effective in each
jurisdiction.

The implementation period balances two needs: address the identified risk promptly, and give
entities enough time to change their operations, procedures and systems. Periods differ from
requirement to requirement. In my view, planning studies and program development usually get
longer runways than real-time operating requirements.

4.3 Phased Implementation

Some standards come into effect in phases, with the implementation plan stating which
requirements or parts take effect on which dates. Some apply differently to existing facilities and
new ones. PRC-029-2, the ride-through standard for inverter-based resources, is a current
example: it took effect on October 1, 2026 following FERC approval, replacing PRC-029-1, and
its Requirement R4 hardware-limitation exemption is limited to resources in service by the
effective date of PRC-029-1, or placed in service later with both an interconnection agreement
executed by that date and a procurement contract for the limiting equipment executed before
September 1, 2025.

Effective dates can also depend on when an entity was registered. Newly registered Category 2
inverter-based resource Generator Owners and Generator Operators, listed on the NERC
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Compliance Registry effective May 15, 2026, follow a separate NERC schedule of compliance
dates for standards that already applied to other Generator Owners and Operators.

4.4 Outreach Does Not Change the Standard

NERC and the Regional Entities often conduct outreach during implementation: webinars,
guidance documents, workshops and public meetings. That outreach builds a common
understanding of a new standard. It does not add provisions to the standard, and it does not
change what was approved.

The framework generally specifies outcomes and the evidence that demonstrates them. It rarely
prescribes a particular technology or process. How an entity meets a requirement is a decision
for the entity, made in light of its own system and organization. Compliance monitoring of a
revised standard begins on its effective date.

4.5 Retirements

Retiring a standard or a requirement follows the same development path: a SAR, comment,
ballot, Board adoption, and filing with FERC. NERC retires requirements when they no longer
add reliability value or when a newer standard has replaced them.

End-of-Chapter Summary

A standard adopted by the NERC Board is filed with FERC, which approves it, directs
modifications, or remands it under the Section 215 standard of review. The implementation plan
then sets when each requirement becomes enforceable, often in phases and sometimes
differently for new and existing facilities or newly registered entities. Outreach supports
implementation but never changes the approved text.

From the Field
A standard isn't real until FERC approves it. An approved standard isn't operational until its
effective date. Treating either step as automatic creates timing exposure.

The implementation plan is not a footnote. It's the detail that determines whether a revision
creates a compliance gap. Read it before the standard takes effect, not after.

Effective dates aren't always uniform across registered entities. Phased implementation, regional
variances and registration-specific dates all exist. Knowing your entity's effective date for each
revision is a basic compliance function.
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5 Compliance Monitoring,
Enforcement, and Due Process

5.1 Who Monitors

Legal enforceability is what separates the current framework from the voluntary rules that came
before it. Compliance monitoring and enforcement are how the framework verifies that
requirements are met and responds when they are not, under procedures the statute requires to
be fair.

The NERC Compliance Monitoring and Enforcement Program (CMEP), Appendix 4C to the
Rules of Procedure, governs this work. The Compliance Enforcement Authority (CEA) is NERC
or the Regional Entity in its respective role. Regional Entities perform most monitoring and
enforcement under delegation agreements with NERC, which FERC approves under Section
215(e)(4).

Monitoring is based on the functions an entity is registered for and on the risk it presents. Its
purpose is to verify whether requirements are met. It is not an evaluation of an entity's business
decisions.

5.2 Monitoring Methods

Appendix 4C lists the compliance monitoring processes:

e Compliance Audits

e Self-Certifications

e Spot Checks

e Compliance Investigations

e Self-Reports, including Self-Logging for eligible entities
e Periodic Data Submittals

e Complaints

Audits are the broadest. The CEA tailors each audit's scope using NERC-approved risk-based
processes, including Inherent Risk Assessments and internal controls. Spot checks, self-
certifications and periodic data submittals are narrower and can target particular requirements
or emerging concerns.

The mix may surprise people who think of compliance as audits. NERC's 2025 ORCP and
CMEP Annual Report shows that self-certifications made up about 87 percent of 2025
monitoring activities, with audits and spot checks accounting for only about 13 percent.
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5.3 From Potential Noncompliance to Disposition

When the CEA identifies a potential noncompliance, it performs a Preliminary Screen. If the
screen is affirmative, the matter enters enforcement. Appendix 4C gives the CEA several
disposition paths:

e Compliance Exception (CE), for noncompliance posing minimal risk.

¢ Find, Fix, Track and Report (FFT), for noncompliance posing minimal or moderate risk.

* Notice of Alleged Violation and settlement, leading to a Notice of Penalty filed with
FERC, for more significant matters.

The numbers show where most matters land. In 2025, the ERO Enterprise processed about 83
percent of filed or submitted noncompliance as Compliance Exceptions and 14 percent as
FFTs. Neither path involves a settlement agreement or a monetary penalty. Registered entities
self-identified about 85 percent of reported noncompliance in 2025, the same share as over the
prior five years.

5.4 Penalties and Sanctions

Penalties follow the Sanction Guidelines in Appendix 4B. The CEA starts with the VRF and VSL
table described in Chapter 2, which gives a per-day initial penalty range, then adjusts for the
facts. The guidelines name the factors: the seriousness of the violation, its duration, the method
of identification, and the entity's compliance history. Aggravating factors include repeat
violations, intentional violations, concealment and failure to comply with a Remedial Action
Directive. Mitigating factors include the presence and quality of an internal compliance program,
cooperation, and self-reporting with voluntary corrective action.

The guidelines also allow non-monetary sanctions, in place of or in addition to a monetary
penalty, and they permit a zero-dollar penalty where appropriate. Section 215(e)(6) sets the
statutory floor for all of it: any penalty must bear a reasonable relation to the seriousness of the
violation and must take into account the entity's efforts to remedy it in a timely manner.

5.5 Due Process

Due process is built into the statute and the procedures. Under Section 215(e)(1), the ERO may
impose a penalty only after notice and an opportunity for a hearing. Appendix 4C gives the
entity a chance to respond to a Notice of Alleged Violation, to contest it through a hearing before
the Regional Entity's hearing body, or to settle. Hearing body decisions can be appealed to
NERC under Section 409 of the Rules of Procedure.

FERC is the final reviewer. Section 215(e)(2) provides that a penalty takes effect no earlier than
the 31st day after NERC files the notice of penalty and the record with FERC. FERC may review
the penalty on its own motion, or on application by the entity filed within 30 days, and may
affirm, set aside, reinstate or modify it. FERC can also act directly: Section 215(e)(3) lets it order
compliance and impose penalties on its own motion or on a complaint.

5.6 Confidentiality and Transparency

The process balances confidentiality and transparency. Some information stays confidential to
protect sensitive systems and the people who come forward with concerns. Resolved
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enforcement actions are filed with or submitted to FERC, and every Notice of Penalty goes to
FERC with the record of the proceeding.

End-of-Chapter Summary

Compliance monitoring and enforcement verify and enforce compliance with the NERC
Reliability Standards through a risk-based program with defined due process. Most
noncompliance is self-identified and resolved as Compliance Exceptions or FFTs without
penalties. Serious matters move to settlement or hearing, penalties follow the Sanction
Guidelines, and FERC reviews every penalty.

From the Field

Mandatory enforcement is what distinguishes the current framework from the voluntary one that
came before. The framework works because entities can be made to comply.

Compliance monitoring happens whether you're paying attention or not. Self-certifications, data
submittals, event reports and self-reports keep you visible to your Region between audits.

Due process protects the entity that follows it. It does nothing for the entity that doesn't.
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6 Risk-Based Oversight and
Reliability Performance

6.1 Not Every Requirement Carries the Same Risk

Risk-based oversight is a core element of the framework. Requirements and registered entities
do not all get the same level of scrutiny. The bulk power system is too large and too varied to
regulate every part with equal force, so oversight resources go where they will have the greatest
reliability effect.

NERC has long held that not all noncompliance poses the same reliability risk. Some standards
govern real-time operating conditions. Others govern longer-term planning or procedural
matters. A risk-based program focuses verification and enforcement on the reliability risk that a
noncompliance presents, not just on the fact of the noncompliance.

VRFs and time horizons are the built-in signals. The VRF indicates the potential effect on the
system if a requirement is violated. The time horizon indicates how soon that effect could arrive.
Neither changes what the requirement says. They change how monitoring and enforcement
treat it.

6.2 Inherent Risk Assessments and Compliance Oversight Plans

Risk-based oversight also considers the entity. Its functions, size, system configuration,
operating role and compliance history all affect the reliability significance of a potential violation.
The same noncompliance can mean different things at two different entities.

The Regional Entity's main tool here is the Inherent Risk Assessment (IRA), which feeds a
Compliance Oversight Plan (COP) for the entity. Appendix 4C directs the CEA to tailor audit
scope using IRAs, internal controls and other risk inputs, and the scope may include any
applicable standard whether or not it appears in the annual ERO CMEP Implementation Plan.
NERC's 2025 annual report tracks IRA and COP completion against planned audits as an
oversight indicator.

6.3 Time Horizon and Penalty Weight

The Sanction Guidelines turn time horizon into penalty weight. Appendix 4B directs the CEA to
consider the Violation Time Horizon of the requirement violated: violations of requirements with
shorter horizons, such as Real-time Operations, receive a higher multiplier than violations of
requirements with longer horizons, such as Long-term Planning, all else being equal.

6.4 Learning from Events

The ERO's risk view is calibrated by operating experience. Section 800 of the Rules of
Procedure makes reliability assessment and performance analysis an ERO function, including
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event analysis to identify root causes and lessons learned. Disturbances, system incidents and
misoperations show where actual performance departed from expected performance.

Those findings feed back into the framework. NERC disseminates event analysis results and
lessons learned, and under Section 810 it can issue formal alerts to the industry. Trends in
those findings help determine whether a standard needs revision, whether a risk needs more
monitoring attention, or whether guidance is the better tool.

6.5 Risk-Based Mitigation

Risk-based oversight shapes mitigation as well. Appendix 4C requires a Mitigation Plan to
describe the actions the entity will take, including the activities that will prevent recurrence.
Appendix 4C also asks for the plan's anticipated impact on reliability and how risk will be
managed while the plan is under way. That is where review attention goes.

None of this lowers the bar. Requirements still have to be met. Risk-based oversight is about
setting priorities, applying effort in proportion to risk, and learning inside a structured system.

6.6 FERC Oversight of the Risk-Based Programs

FERC oversees the risk-based programs too. NERC Enforcement and FERC staff jointly review
a sample of FFTs and Compliance Exceptions every year to confirm that the streamlined
dispositions were appropriate and that the noncompliance was remediated. Layered oversight is
how the framework keeps flexibility from turning into leniency.

End-of-Chapter Summary

Risk-based oversight is a fundamental principle of the framework. VRFs, time horizons, Inherent
Risk Assessments and Compliance Oversight Plans align monitoring, enforcement and
mitigation with the reliability significance of each risk, and event analysis keeps that risk view
current.

From the Field

Risk-based oversight means scrutiny goes where it matters most. Every entity is subject to the
standards. Not every entity gets the same attention. Knowing where you sit on the risk map is half
the program.

The Inherent Risk Assessment is the Region's view of you. Read your IRA. If you don't know how
you're rated, you can't manage to it.

Risk posture is a moving target. Operating changes, asset additions and prior findings all shift the
assessment. Programs that treat the IRA as static get caught by the next reassessment.

Energy Compliance, Inc. - - Page 19



EC-WP-101 - Understanding the NERC Reliability Standards Framework

7 Functional Registration and
Applicability Determination

7.1 The Functional Model

The framework works only if the right entities are identified as responsible for the functions that
can materially affect the reliability of the bulk power system. Registration is how that happens.

NERC uses a functional registration model, not an asset-based or technology-based one.
Entities register for the functions they perform: Balancing Authority, Transmission Operator,
Generator Owner, Generator Operator, Reliability Coordinator, and others. Section 1.4 explains
why.

7.2 Registry Criteria and Materiality

Section 500 of the NERC Rules of Procedure governs registration, and Appendix 5B, the
Statement of Compliance Registry Criteria (Revision 8, effective June 27, 2024), sets the
criteria. NERC includes in its Compliance Registry each entity that it concludes can materially
affect the reliability of the bulk power system. For generators and transmission, the criteria rely
heavily on the Bulk Electric System definition in the NERC Glossary, which starts from
Transmission Elements and resources connected at 100 kV or higher, with listed inclusions and
exclusions.

The criteria are not purely mechanical. Appendix 5B allows an entity below the thresholds to be
registered if it has a material impact on reliability, and an entity above them to be excluded if it
can show it does not. Those decisions belong to the NERC-led Registration Review Panel,
which applies a non-exclusive set of materiality factors.

7.3 Registration Is Not Applicability

Registration status and applicability are separate questions. A registered entity must comply
only with the standards that apply to its registered functions, as each standard's applicability
section defines them. Applicability sections often narrow further by facility type or threshold.
That is how the requirements get targeted to the reliability role each organization actually plays.

7.4 Joint and Coordinated Registration

The framework also accommodates shared responsibility. Section 507 of the Rules of
Procedure covers Joint Registration Organizations, where one entity registers on behalf of
others. Section 508 covers Coordinated Functional Registrations, where multiple entities divide
responsibility for a function's requirements. Both depend on clear written documentation of who
is responsible for what. Sections 507 and 508 require that written agreement, and an auditor will
ask for it.
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7.5 Keeping Registration Current

Changes to system design, ownership or operations can change registration and the
applicability of standards. Appendix 5B states that when a registered entity's information
changes, the changes must be submitted to the applicable Regional Entity. Do not wait for the
Region to notice. Out-of-date registration information puts the entity out of step with Appendix
5B and can change which standards the Region expects it to meet.

7.6 New Resources and New Registrations

As new technologies come onto the system, NERC assesses whether the functional categories
need to change. The test is the function and impact of the resource, not the technology.

Two recent changes show how this works. The NERC Glossary now defines a Category 2
Generator Owner and Generator Operator: an entity that owns or operates non-BES inverter-
based resources with an aggregate nameplate capacity of at least 20 MVA, connected through
a system designed primarily to deliver that capacity to a common point of connection at 60 kV or
higher (see 4.3). Separately, in October 2026 the NERC Board approved Rules of Procedure
revisions establishing registry criteria for Computational Load Owners and Operators,
responding to a FERC directive, and NERC stated it would file them with FERC.

7.7 Disputes and Appeals

The framework provides ways to resolve disagreements. Section 504 of the Rules of Procedure
provides an appeals process for registration decisions, and Appendix 5C provides a procedure
for requesting an exception to the Bulk Electric System definition for a specific Element. Both
involve evaluation, a record and review, so that registration decisions can be tested rather than
simply imposed.

End-of-Chapter Summary

Functional registration assigns NERC Reliability Standards based on reliability functions rather
than equipment type, ownership or technology. The registry criteria and materiality test decide
who is registered, each standard's applicability section decides what applies, and joint or
coordinated registrations allocate shared responsibility. Registration has to be kept current as
systems change and as new resource types such as Category 2 inverter-based resources and
computational loads come under the framework.
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8 Roles and Responsibilities of
NERC, FERC, and Regional Entities

8.1 NERC as the Electric Reliability Organization

The framework rests on a structured division of responsibility among NERC, FERC and the
Regional Entities. That division is what gives the system its accountability and credibility.

NERC is the Electric Reliability Organization for North America, certified by FERC under Section
215 of the Federal Power Act. NERC develops Reliability Standards, conducts reliability
assessments under Section 215(g), analyzes events, registers entities, and oversees the
Regional Entities' compliance monitoring and enforcement. NERC's authority comes from the
statute and is exercised under FERC oversight. In Canada, applicable governmental authorities
provide similar authority.

8.2 FERC

FERC has jurisdiction over the ERO, the Regional Entities, and all users, owners and operators
of the bulk power system for purposes of approving standards and enforcing compliance. It
approves or remands standards, reviews penalties, can order NERC to develop a standard on a
specific matter under Section 215(d)(5), and approves changes to NERC's Rules of Procedure
under Section 215(f). FERC also assesses NERC's performance as the ERO; in 2014 it
accepted NERC's Five-Year Performance Assessment, the second performance assessment
NERC had filed.

FERC does not operate the grid. Its role is to make sure the reliability framework serves the
public interest the statute describes.

8.3 Regional Entities

Regional Entities carry out compliance monitoring and enforcement within defined geographic
areas, under delegation agreements with NERC that FERC approves under Section 215(e)(4).
Their work includes audits, spot checks, investigations, registration, and outreach consistent
with the Rules of Procedure. Each Regional Entity works independently, but NERC and FERC
review its activities.

There are six Regional Entities today: Midwest Reliability Organization (MRO), Northeast Power
Coordinating Council (NPCC), ReliabilityFirst (RF), SERC Reliability Corporation (SERC), Texas
Reliability Entity (Texas RE), and WECC. When NERC entered into the first delegation
agreements in April 2007, there were eight Regional Entities.
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8.4 Separation of Functions

No single organization holds all the authority. Standards are developed through NERC's
stakeholder process, approved by FERC, and enforced by NERC and the Regional Entities,
with FERC reviewing enforcement outcomes. That separation preserves technical
independence, avoids conflicts of interest, and supports due process.

8.5 States, Markets and Regional Differences

The federal framework sits alongside other authorities. Section 215(i)(3) preserves the authority
of each state to act to ensure the safety, adequacy and reliability of electric service within the
state, as long as the action is not inconsistent with a reliability standard. Section 215(i)(2)
withholds from NERC and FERC the authority to order construction of new generation or
transmission or to set and enforce compliance with standards for adequacy or safety of electric
facilities or services. Market operators run their own tariffs and protocols alongside the
standards.

Differences in system topology and operating practice between regions are handled inside the
framework through regional standards, Variances and Regional Entity implementation,
consistent with continent-wide standards.

8.6 Coordination and Transparency

NERC, FERC and the Regional Entities coordinate through established procedures, data
exchange and regular engagement. Reliability assessments, event analyses and compliance
reports help set the focus for both oversight and standards work. Standards approval,
enforcement filings and Rules of Procedure changes go through public filings with notice and
opportunity for comment.

End-of-Chapter Summary

NERC develops and governs the standards and oversees the ERO Enterprise. The six Regional
Entities perform most compliance monitoring and enforcement under FERC-approved
delegation agreements. FERC approves standards and NERC's rules, reviews penalties, directs
new standards when needed, and oversees the ERO's performance. State authority over safety,
adequacy and service reliability continues alongside the federal framework.

From the Field

NERC isn't alone. FERC sits above it, the Regions execute beneath it, state commissions operate
alongside it, and market operators interact with it. Those interactions are the operational reality of
compliance.

A program that satisfies the standard but ignores its RC's procedures, its market operator's
protocols or its state commission's rules has not finished the job. Programs that ignore the
multilateral nature of compliance miss the coordination cost.

The interface between federal reliability authority and state authority is getting busier. Large-load
interconnection and resource adequacy are where it shows most.
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9 Interpretation, Guidance, and
Common Misconceptions

9.1 What Is Actually Enforceable

One of the most misunderstood parts of the framework is the difference between Reliability
Standards and everything published around them: guidelines, technical references, procedures
and other guidance. Getting that distinction wrong creates compliance obligations the standards
never imposed.

As Chapter 2 notes, only applicability, requirements and effective dates are enforceable.
Obligations are defined in approved requirements and apply only to the entities the applicability
section names.

9.2 Formal Interpretations

A formal Interpretation is the authorized way to clarify ambiguous requirement language.
Section 7 of the Standard Processes Manual limits a valid Interpretation to clarifying the
meaning of a requirement. It may not expand the requirement or explain how to comply with it.
Any entity directly and materially affected by bulk power system reliability may request one.

Interpretations are drafted by a team, balloted the same way standards are, adopted by the
NERC Board, and filed with FERC. An Interpretation becomes effective when FERC and the
other applicable governmental authorities approve it. It stands until a later revision incorporates
it or the requirement it addresses is modified.

9.3 Guidance and Technical References

Guidance documents, technical reference documents and educational materials are not
Reliability Standards. They help entities understand the standards and address emerging issues
and recognized practices. They don't create obligations.

NERC technical reports, reliability assessments and event analyses are different again. They
record studies of system performance, trends and lessons learned. Their conclusions often feed
future standards development or monitoring priorities, but they are not regulatory requirements
in themselves.

One misconception keeps coming back: that guidance, an assessment finding or an audit
observation sets an "implicit expectation" that an entity must follow a specific practice. It doesn't.
A practice is required only to the extent an approved standard requires it. An entity may meet a
requirement in a way that differs from recommended guidance, as long as it meets the
requirement and can show it.
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9.4 Alerts Are a Different Animal

NERC alerts deserve their own note. Under Section 810 of the Rules of Procedure, NERC
issues three levels. Level 1 Advisories are purely informational. Level 2 Recommendations
name specific actions NERC recommends that entities consider. Level 3 Essential Actions
name actions NERC has determined are essential, and they require NERC Board approval
before issuance.

Alerts are not standards, but they are not optional reading either. Entities to which a Level 2 or
Level 3 alert applies must evaluate it, take appropriate action, and report the actions taken by
the dates NERC specifies. Treating a Level 3 alert as "just guidance" is a mistake.

9.5 Audit Examples Are Not Requirements

Compliance examples and audit observations cause similar confusion. An approach an auditor
accepted at one entity illustrates one way to meet a requirement. It does not create a
requirement for anyone else. Treating examples as requirements adds burden and can pull
attention away from the reliability objective.

9.6 Risk and Obligation Are Different Things

Reliability risk and compliance obligation often get blurred together. They are not the same.
Read standards language carefully and always in context. Clarity about what is required, and
what is only recommended, is what lets entities hold themselves to the standards as approved
while still learning from the industry's shared experience.

End-of-Chapter Summary

Only the applicability, requirements and effective dates of approved Reliability Standards are
enforceable, along with formal Interpretations once approved. Guidance documents, technical
reports and assessments are informational resources. Level 2 and Level 3 alerts are not
standards but carry mandatory evaluation and reporting.

From the Field

Entity-specific mechanisms are real. Regional Variances, Technical Feasibility Exceptions for
certain CIP requirements under Appendix 4D, and BES exceptions under Appendix 5C all change
how a standard lands on a particular entity.

The general rule of the standard is the starting point. The application to your specific entity is
where the work happens.

Energy Compliance, Inc. - - Page 25



EC-WP-101 - Understanding the NERC Reliability Standards Framework

10 Evolution of the Standards
Framework and Future
Considerations

10.1 From the First Mandatory Set to Today

The framework has changed continuously to keep pace with system configuration, operating
experience, technology and risk. That change is a balancing act between stability and
consistency in requirements and the flexibility to address new challenges.

The first mandatory standards approved in Order No. 693 grew out of NERC's existing voluntary
rules. In my reading, they focused heavily on documentation, procedures and communication:
the basic machinery needed to make the transition from voluntary to mandatory work. Lessons
learned and enforcement experience since then have driven revisions that address reliability
risk more directly.

10.2 Events Drive Revisions

Disturbance analysis has been a major driver. Significant events expose gaps between
expected and actual system performance, and corrective action often takes the form of new or
revised standards. The 2003 blackout is the founding example; later events have played the
same role for specific families. In my view, a revision grounded in actual system performance
holds up better than one justified by analysis alone.

10.3 Technology Changes the Questions

Technology has driven a second wave of change. Inverter-based resources, digital protection
and communications-based schemes behave differently from the synchronous, analog systems
many definitions and requirements were originally written for.

FERC's Order No. 901, issued October 19, 2023 and effective December 29, 2023, directed
NERC to develop new or modified standards addressing inverter-based resource gaps in four
areas: data sharing, model validation, planning and operational studies, and performance
requirements. It required all of them to be submitted by November 4, 2026. PRC-029-2, the IBR
ride-through standard, is one of the results. The registration of Category 2 inverter-based
resources discussed in Chapter 7 is another part of the same shift.

The challenge for the drafters is to keep standards technology-neutral while getting more
specific about performance and system outcomes.
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10.4 Pruning the Set

Enforcement experience has refined the framework too. Patterns of noncompliance, mitigation
effectiveness and audit findings show where requirements are unclear, redundant or misaligned
with reliability value. In Order No. 788 (145 FERC { 61,147, November 21, 2013), FERC
approved NERC's retirement of 34 requirements in 19 standards because they provided little
protection for reliability or were redundant with other requirements, and the ten-year periodic
review built into the Standard Processes Manual forces that question for every standard.

10.5 FERC Directives

FERC continues to shape the framework's direction. Section 215(d)(5) lets FERC order NERC
to submit a standard addressing a specific matter, on its own motion or on complaint. FERC
used that authority on July 16, 2026, when it directed NERC to file standards under Section
215(d)(5), and Rules of Procedure revisions including registry criteria under Section 215(f),
addressing the integration of computational loads, both by December 31, 2026 (196 FERC
61,031, Docket No. RD26-7-000). Directives like these feed into the stakeholder development
process rather than bypassing it: NERC still drafts, comments, ballots and files.

10.6 The Direction of Travel

In my view, two trends run through both standards development and enforcement. Risk-based
regulation is becoming more prominent, and requirements are moving from prescribing form
toward defining outcomes and performance, with reasonable latitude in implementation
informed by operating experience and enforcement history.

The framework will keep adapting to changes in resource portfolios, operations and threats.
NERC's reliability assessments identify emerging issues that could lead to future standards
activity, and not every issue belongs in a standard. A standard sets a minimum level of
performance. It is not an operations guide, and engineering judgment, operational discipline and
continued learning remain essential regardless of what the regulations require.

End-of-Chapter Summary

The NERC Reliability Standards framework has developed through lessons learned,
disturbance analysis, technological change and regulatory direction. It balances the stability
standards need against the need to address changing risks such as inverter-based resources
and large computational loads, and it will keep evolving through experience and risk-based
analysis.

From the Field

The standards are living documents. They revise. The revision cycle is the framework's way of
adapting to operating experience and emerging risk.

A program that's compliant with the current version of a standard can be noncompliant with the
next version on its effective date, with no operational change at all.
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11 Understanding What the
Reliability Standards Are and Are Not

11.1 A Floor

Understanding the framework means knowing more than how standards are built and enforced.
It means knowing the limits of the framework, so you don't set unrealistic expectations, spend
effort on compliance work that won't achieve its goal, or invite unnecessary regulatory activity.

The Reliability Standards set a floor: a minimum level of performance. The requirements
capture the baseline needed for the grid to operate reliably across a wide range of conditions.
Meeting them does not mean a system is operating optimally or that every risk has been
addressed. In my view, meeting the standards and being reliable are related but different
achievements, and an entity that confuses the two will eventually learn the difference the hard
way.

11.2 Not Operating Instructions

The standards are not operating instructions. They don't tell an operator, in the moment, how to
run the system, how to dispatch crews to a disturbance, or how to respond to a specific
abnormal condition. Real-time reliability depends on the judgment, situational awareness and
training of the people on shift and on the coordination established among them.

11.3 Not Engineering Specifications

The standards are not engineering specifications. They generally don't set equipment settings,
design criteria or technology choices. Selecting the right engineering design is the job of
competent people who consider the system's characteristics, the results of technical analysis
and their own professional judgment. Standards avoid design details that would be too rigid for
different systems or that would lock out new technology.

11.4 Not a Complete Risk Program

The standards are not a comprehensive risk-reduction program. Many reliability risks are
managed through planning studies, operating procedures, guidelines and industry initiatives that
do not require a standard. The statute itself draws limits; 8.5 covers them.

11.5 Not a Retroactive Grade

The standards are not a retroactive evaluation of performance. Whether an entity met a
requirement is determined by what the requirement says and what the evidence shows, not by
whether an event happened. A reliability event does not by itself prove noncompliance, and
noncompliance does not by itself prove a reliability event.
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11.6 What the Standards Do Accomplish

Within those limits, the standards do real work. They identify who is accountable for specific
reliability functions. They set consistent expectations within and across regions. They give
regulators tools to address systemic risk and to respond to events and near misses.

They also promote transparency and consistency. By stating requirements in an open, approved
form, the standards reduce ambiguity about expectations for planning, operations and real-time
management, and they give everyone in an interconnected system a common reference point.
That matters when an action in one area can reach into others.

11.7 Disciplined Interpretation

Knowing what is and is not a standard keeps interpretation disciplined. Stretching a standard
beyond its approved scope risks both reliability and fairness. Underestimating a standard can
leave real risks unaddressed.

The ongoing transformation of the bulk power system makes this more important, not less. New
technologies, operating practices and risks will keep testing assumptions about reliability. The
framework remains central, but it is one part of the whole. Understand the intent and scope of
the standards, and you can put your reliability effort where the system needs it.

End-of-Chapter Summary

The NERC Reliability Standards are the minimum enforceable rules for managing systemic
reliability risk. They are not operating procedures, engineering designs or a complete set of risk-
reduction measures, and they do not grade performance after the fact. Remembering both their
role and their limits is the basis for a compliance program that holds up under audit.

From the Field
"Compliance with the standard is reliability." No. Compliance is a measurable subset of reliability.
Reliability is what the system does. Compliance is what the framework verifies.

"We're a small entity, the standards don't really apply.” If you're registered, they apply. Size affects
which requirements and facilities are in scope, not whether you're subject.

"The standards are written by lawyers.” The standards are written by industry drafting teams,
balloted by stakeholders and approved by FERC. They reflect engineering as much as legal
precision, and reading them as one or the other misses the point.
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12 The Reliability Standards
Framework in Practice

12.1 Time Horizons Working Together

The framework is more than a regulatory instrument. It is a set of rules that shapes everyday
work on the bulk power system. How well it works depends on how the standards are
interpreted and enforced, how violations are found and addressed, and how the standards are
built into operating practice.

Every system operates under standards that span time horizons. Planning standards cover
transmission expansion, resource integration and system modeling. Operations standards cover
real-time coordination, situational awareness and emergency response. Protection and control
standards govern how the system responds to faults. Once you see how those layers interact,
it's clear that each one contributes to overall reliability.

12.2 Coordination over Isolation

The functional design has practical consequences. Entities comply with the standards that
match the functional roles they perform, and they have to coordinate where those roles overlap
with other entities' roles, whether at the same site or across the interconnection. Reliability in
practice depends more on coordination than on isolated compliance activity.

12.3 Compliance Linked to Operations

Compliance treated as an activity of its own, rather than as part of a reliability program, tends to
miss things that matter. The odds of achieving reliability, and of defending your program in an
audit, improve when compliance work is tied directly to planning, operating and engineering
practice.

The framework works best when expectations and consequences for organizations and
individuals are clearly defined and applied reasonably. That supports risk-based regulation and
monitoring informed by operating conditions and system performance, so industry and
regulators can put their effort where it is most needed. The result holds entities accountable
without smothering professional judgment.

12.4 The Learning Cycle

Much of the framework is about learning and feedback. Disturbance analysis, misoperation
reviews and reliability studies inform standards development, guidance and regulatory priorities.
That learning cycle is a defining feature of the framework and reflects how dynamic the bulk
power system is.
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12.5 Part of a Larger Culture

As technologies and markets change, the framework gives the industry one set of rules that still
leaves room for regional differences. Its value lies as much in the standard of conduct it sets as
in its enforcement authority. It is the foundation for reliability in North America, but it is one part
of a larger culture of accountability that each organization has to build for itself.

End-of-Chapter Summary

In practice, the framework covers planning, operations and protection through the coordinated
implementation of standards by registered entities. Oversight should be proportional,
compliance work should be tied to operating and engineering practice, and lessons from
significant events should keep improving the framework. It is a stable platform for reliability with
enough flexibility to accommodate a changing system.
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Glossary

Term

Balancing Authority (BA)

Bulk Electric System (BES)
Bulk-Power System (BPS)

Compliance Enforcement
Authority (CEA)

Compliance Monitoring and
Enforcement Program (CMEP)

Electric Reliability Organization
(ERO)

Federal Energy Regulatory
Commission (FERC)

Functional Registration

Inherent Risk Assessment (IRA)

NERC

Energy Compliance, Inc.

Meaning in this paper

As defined in the NERC Glossary of Terms: the responsible entity that integrates
resource plans ahead of time, maintains Demand and resource balance within a
Balancing Authority Area, and supports Interconnection frequency in real time.

As defined in the NERC Glossary of Terms: unless modified by the definition's
listed inclusions and exclusions, all Transmission Elements operated at 100 kV
or higher and Real Power and Reactive Power resources connected at 100 kV or
higher. It does not include facilities used in the local distribution of electric
energy.

As defined in Section 215 of the Federal Power Act: facilities and control systems
necessary for operating an interconnected electric energy transmission network,
and electric energy from generation facilities needed to maintain transmission
system reliability. It does not include facilities used in the local distribution of
electric energy.

NERC or the Regional Entity, in their respective roles of monitoring and
enforcing compliance with the NERC Reliability Standards.

NERC's program, set out in Appendix 4C to the Rules of Procedure, for
monitoring and enforcing compliance with Reliability Standards through audits,
self-certifications, spot checks, investigations, self-reports, periodic data
submittals and complaints, using a risk-based approach.

The organization FERC certifies under Section 215 of the Federal Power Act to
establish and enforce reliability standards for the bulk power system, subject to
FERC review. FERC certified NERC as the ERO in July 2006.

The independent federal agency that approves Reliability Standards, oversees
the ERO and the Regional Entities, and reviews penalties imposed under Section
215 of the Federal Power Act.

Registration of an entity on the NERC Compliance Registry according to the
reliability functions it performs, such as Balancing Authority, Transmission
Operator or Generator Owner, rather than according to asset ownership or
technology.

A Regional Entity's assessment of the reliability risk a registered entity poses,
used with internal controls and other inputs to set the scope of compliance
monitoring.

The North American Electric Reliability Corporation, the Electric Reliability
Organization certified by FERC, which develops and enforces Reliability
Standards for the North American bulk power system.
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Term

Regional Entity

Reliability Coordinator (RC)

Reliability Standard

Risk-Based Oversight

Standards Development Process

Violation Risk Factor (VRF)

Violation Severity Level (VSL)

Meaning in this paper

An entity with enforcement authority delegated by NERC under an agreement
approved by FERC under Section 215(e)(4) of the Federal Power Act. There are
six: MRO, NPCC, ReliabilityFirst, SERC, Texas RE and WECC.

As defined in the NERC Glossary of Terms: the entity that is the highest level of
authority responsible for the Reliable Operation of the Bulk Electric System, has
the Wide Area view of the Bulk Electric System, and has the operating tools,
processes and procedures, including the authority to prevent or mitigate
emergency operating situations in both next-day analysis and real-time
operations.

A requirement, approved by FERC under Section 215 of the Federal Power Act or
approved or recognized by an applicable governmental authority in other
jurisdictions, to provide for Reliable Operation of the Bulk-Power System.

An approach to compliance monitoring and enforcement that focuses effort on
the requirements, entities and noncompliance that present the greatest risk to
reliability.

NERC's formal, industry-driven process, set out in the Standard Processes
Manual, for developing, revising and retiring Reliability Standards through
Standard Authorization Requests, drafting teams, comment periods, ballots,
Board adoption and regulatory filing.

A designation of Lower, Medium or High assigned to each requirement that
identifies the potential reliability significance of noncompliance with it.

A defined level (Lower, Moderate, High or Severe) of the degree to which a
requirement was not met.

This glossary is provided for general information and education. It does not change or
supersede any definition in the NERC Glossary of Terms or the NERC Rules of Procedure.
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How Energy Compliance Can Help

A framework helps only if your program is built on it. Here is where we help.
Registration, applicability and program foundations

Most program failures start with a wrong answer to "what applies to us." EC provides
registration and applicability analysis, compliance program design and improvement, and
ongoing NERC compliance program support, interpretation and audit preparation. Reliability
governance and program assessments and regulator-perspective program reviews test whether
your program would survive real audit questions.

Audits, enforcement and mitigation

When a finding is on the table, EC provides audit and enforcement support (non-advocacy),
audit defense with Notice of Penalty response and settlement posture, mitigation planning and
Self-Report development, RSAW production, and data request strategy.

Advisory, alignment and engagement

EC also provides NERC reliability and compliance advisory support, senior advisory with direct
engagement on complex reliability questions, operational and engineering reliability alignment,
training and executive briefings on reliability frameworks, and industry engagement in standards
development and working-group participation. Each engagement is scoped to the entity's role,
function and bulk system impact, and every engagement is overseen by a senior practitioner.

WattOps Compliance

The framework runs on evidence. WattOps Compliance is EC's NERC compliance evidence
platform (wattopscompliance.com). EC will run one standard at one facility through WattOps at
no cost (CIP standards excluded).

RenewOps

For renewable and storage operators facing new registrations and IBR standards, operations
data carries the compliance position. RenewOps is EC's renewable operations monitoring and
analytics platform, with a Data Center module.

Not sure your program is built on the framework rather than around it? Call us.
Website: energycomplianceinc.com - Email: rsmith@complianceforenergy.com

Phone: 763.438.4427
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About the Author

Rob Smith is the Founder and Principal of Energy Compliance, Inc., with more than
thirty years in the industry on every side of the system. He began in control-room
operations as a Reliability Coordinator, Transmission Operator, and Power System
Operator across RTO/ISO and utility control centers. On the regulator side, he was a
senior compliance auditor and subject matter expert for NERC Reliability Standards. He
audited grid facilities, evaluated mitigation adequacy, participated in risk-based
oversight of utility mitigation activities, and supported the development of violation
notifications and settlements in FERC-directed enforcement actions. He conducted a
regulatory audit in the Sultanate of Oman against the Sultanate's Sector Law and Grid

Code.

He founded Energy Compliance, Inc. to deliver senior regulator-side compliance

authority without the layered staffing and billable-hour overhead of larger firms.

Education:

e MBA, Energy Management, University of Mary

e MSL, Compliance Law, Fordham Law University

e BAS, Energy Management, Bismarck State College

e BAS, Mechanical Engineering, Metallurgy minor, University of Florida

e BAS, Criminology, St. Petersburg College (State Law Enforcement Certification)
e AAS, Power Plant Technology, Bismarck State College

e AAS, Electrical Transmission System Technology, Bismarck State College

Certifications: NERC Lead Auditor training; previously NERC-certified at the Reliability

Coordinator level; 1st Class A Boiler Engineer License, Minnesota.
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About Energy Compliance, Inc.

Energy Compliance, Inc. is an independent consulting and advisory firm based in
Bloomington, Minnesota, focused exclusively on electric reliability, cybersecurity
reliability, and regulatory compliance for organizations connected to the North American

Bulk Electric System.

We support registered entities, including Generator Owners and Operators,
Transmission Owners and Operators, Reliability Coordinators, Balancing Authorities,
and Distribution Providers. Our work spans NERC Reliability Standards, FERC orders,
RTO/ISO market participation rules, Regional Entity oversight, and state regulatory

frameworks.

We do this work differently than larger consulting firms. A senior practitioner with
regulator-side experience oversees every engagement. We staff for outcomes, not
billable hours. Our deliverables are written to be operationally executable and audit-
defensible, structured for the auditor's question rather than the consultant's binder.
Where automation can replace manual work, we build the automation. Where senior

judgment is required, the senior is in the room.

Energy Compliance is not affiliated with, sponsored by, or endorsed by the North
American Electric Reliability Corporation, the Federal Energy Regulatory Commission,

or any Regional Entity.

Learn more at energycomplianceinc.com.
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Sources and Authorities

e Federal Power Act Section 215, Electric Reliability, 16 U.S.C. § 8240.
https://www.govinfo.gov/content/pkg/USCODE-2023-title16/html/USCODE-2023-
title16-chap12-subchapll-sec8240.htm

e FERC, Mandatory Reliability Standards for the Bulk-Power System, Order No. 693,
Docket No. RM06-16-000, 72 Fed. Reg. 16416 (Apr. 4, 2007).
https://www.govinfo.gov/content/pkg/FR-2007-04-04/pdf/E7-5284.pdf

e FERC, Order on the Electric Reliability Organization's Five-Year Performance
Assessment, 149 FERC 1 61,141, Docket No. RR14-5-000 (Nov. 20, 2014) (history
of Order No. 672, ERO certification and the 2007 delegation agreements).
https://www.ferc.gov/sites/default/files/2020-05/E-10_9.pdf

¢ FERC, Retirement of Requirements in Reliability Standards, Order No. 788, 145
FERC 161,147, Docket No. RM13-8-000 (Nov. 21, 2013).
https://www.ferc.gov/sites/default/files/2020-04/E-4 _5.pdf

e FERC, Reliability Standards to Address Inverter-Based Resources, Order No. 901,
Docket No. RM22-12-000, 88 Fed. Reg. 74250 (Oct. 30, 2023).
https://www.govinfo.gov/content/pkg/FR-2023-10-30/pdf/2023-23581.pdf

e FERC, Order Directing the North American Electric Reliability Corporation to File
Reliability Standard(s) Pertaining to Computational Load Integration, 196 FERC {
61,031, Docket No. RD26-7-000 (July 16, 2026).
https://www.ferc.gov/sites/default/files/2026-07/RD26-7-000.pdf

¢ NERC, Rules of Procedure (effective Nov. 28, 2023), including Sections 300, 400,
500, 800 and 810. https://www.nerc.com/globalassets/who-we-are/rules-of-
procedure/nerc-rop.pdf

e NERC, Standard Processes Manual, Version 5, Appendix 3A to the Rules of
Procedure (effective Nov. 28, 2023). https://www.nerc.com/globalassets/who-we-
are/rules-of-procedure/appendix-3a.pdf

¢ NERC, Sanction Guidelines of the North American Electric Reliability Corporation,
Appendix 4B to the Rules of Procedure (effective Jan. 19, 2021).
https://www.nerc.com/globalassets/who-we-are/rules-of-procedure/appendix-4b.pdf

¢ NERC, Compliance Monitoring and Enforcement Program, Appendix 4C to the Rules
of Procedure (effective May 19, 2022). https://www.nerc.com/globalassets/who-we-
are/rules-of-procedure/appendix-4c.pdf

¢ NERC, Procedure for Requesting and Receiving Technical Feasibility Exceptions to
NERC Critical Infrastructure Protection Standards, Appendix 4D to the Rules of
Procedure.
https://www.nerc.com/globalassets/who-we-are/rules-of-procedure/appendix-4d.pdf
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NERC, Statement of Compliance Registry Criteria, Revision 8, Appendix 5B to the
Rules of Procedure (effective June 27, 2024).
https://www.nerc.com/globalassets/who-we-are/rules-of-procedure/appendix-5b.pdf
NERC, Bulk Electric System Exception Procedure, Appendix 5C to the Rules of
Procedure (effective Jan. 19, 2021). https://www.nerc.com/globalassets/who-we-
are/rules-of-procedure/appendix-5c¢.pdf

NERC, Glossary of Terms Used in NERC Reliability Standards (definitions of
Balancing Authority, Bulk Electric System, Generator Owner, Generator Operator
and Reliability Coordinator). https://www.nerc.com/glossary-of-terms

NERC, Reliability Standards (standards families).
https://www.nerc.com/standards/reliability-standards

NERC, PRC-029-2, Frequency and Voltage Ride-through Requirements for Inverter-
Based Resources. https://www.nerc.com/globalassets/standards/reliability-
standards/prc/prc-029-2.pdf

NERC, 2026 Business Plan and Budget, Final (Aug. 6, 2025).
https://www.nerc.com/gov/bot/FINANCE/BusinessPlanandBudget/NERC
%202026%20Final%20Business%20Plan%20and%20Budget.pdf

NERC, 2025 ORCP and CMEP Annual Report (Feb. 11, 2026).
https://www.nerc.com/globalassets/programs/enforcement/cmep-and-vegetation-
reports/2025-orcp-and-cmep-annual-report.pdf

NERC, Large Loads Action Plan, Q3 2026 Quarterly Update.
https://www.nerc.com/globalassets/initiatives/large-loads-action-plan/llap-quarterly-
update-q3-2026.pdf

NERC, Reliability Standards Compliance Dates for GOs and GOPs, IBR Registration
Initiative Supplemental, Revision 1.5 (Aug. 4, 2026).
https://www.nerc.com/globalassets/standards/projects/2024-01/compliancedatesforg
0s_gops.pdf

NERC, BAL-001-TRE-2, Primary Frequency Response in the ERCOT Region.
https://www.nerc.com/globalassets/standards/reliability-standards/bal/bal-001-tre-
2.pdf

WECC, FAQ: Inverter-Based Resource Registration Initiative, Category 2 GO and
GOP Registration Process (2026).
https://www.wecc.org/sites/default/files/documents/program/2026/fag-ibr-registration-
initiative-category-2-go-and-gop-registration-process.pdf
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