§39.5

budgets for the activities of each Re-
gional Entity that are delegated or as-
signed to each Regional Entity pursu-
ant to §39.8.

(¢c) The Commission, after public no-
tice and opportunity for hearing, will
issue an order either accepting, reject-
ing, remanding or modifying the pro-
posed Electric Reliability Organization
budget and business plan no later than
sixty (60) days in advance of the begin-
ning of the Electric Reliability Organi-
zation’s fiscal year.

(d) On a demonstration of unforeseen
and extraordinary circumstances re-
quiring additional funds prior to the
next Hlectric Reliability Organization
fiscal year, the Electric Reliability Or-
ganization may file with the Commis-
sion for authorization to collect a spe-
cial assessment. Such filing shall in-
clude supporting materials explaining
the proposed collection in sufficient de-
tail to justify the requested funding,
including any departure from the ap-
proved funding formula or method.
After notice and an opportunity for
hearing, the Commission will approve,
disapprove, remand or modify such re-
quest.

(e) All entities within the Commis-
sion’s jurisdiction as set forth in sec-
tion 215(b) of the Federal Power Act
shall pay any Electric Reliability Orga-
nization assessment of dues, fees and
charges as approved by the Commis-
sion, in a timely manner reasonably as
designated by the Electric Reliability
Organization.

(f) Any person who submits an appli-
cation for certification as the Electric
Reliability Organization may include
in the application a plan for a transi-
tional funding mechanism that would
allow such person, if certified as the
Electric Reliability Organization, to
continue existing operations without
interruption as it transitions from one
method of funding to another. Any pro-
posed transitional funding plan should
terminate no later than eighteen (18)
months from the date of Electric Reli-
ability Organization certification.

(g) The Electric Reliability Organiza-
tion or a Regional Entity may not en-
gage in any activity or receive reve-
nues from any person that, in the judg-
ment of the Commission represents a
significant distraction from, or a con-
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flict of interest with, its responsibil-
ities under this part.

§39.5 Reliability Standards.

(a) The Electric Reliability Organiza-
tion shall file each Reliability Stand-
ard or modification to a Reliability
Standard that it proposes to be made
effective under this part with the Com-
mission. The filing shall include a con-
cise statement of the basis and purpose
of the proposed Reliability Standard,
either a summary of the Reliability
Standard development proceedings
conducted by the Electric Reliability
Organization or a summary of the Reli-
ability Standard development pro-
ceedings conducted by a Regional Enti-
ty together with a summary of the Re-
liability Standard review proceedings
of the Electric Reliability Organiza-
tion, and a demonstration that the pro-
posed Reliability Standard is just, rea-
sonable, not unduly discriminatory or
preferential, and in the public interest.

(b) The Electric Reliability Organiza-
tion shall rebuttably presume that a
proposal for a Reliability Standard or a
modification to a Reliability Standard
to be applicable on an Interconnection-
wide basis is just, reasonable, not un-
duly discriminatory or preferential,
and in the public interest, if such pro-
posal is from a Regional Entity orga-
nized on an Interconnection-wide basis.

(¢c) The Commission may approve by
rule or order a proposed Reliability
Standard or a proposed modification to
a Reliability Standard if, after notice
and opportunity for public hearing, it
determines that the proposed Reli-
ability Standard is just, reasonable,
not unduly discriminatory or pref-
erential, and in the public interest.

(1) The Commission will give due
weight to the technical expertise of the
Electric Reliability Organization with
respect to the content of a proposed
Reliability Standard or a proposed
modification to a Reliability Standard,

(2) The Commission will give due
weight to the technical expertise of a
Regional Entity organized on an Inter-
connection-wide basis with respect to a
proposed Reliability Standard or a pro-
posed modification to a Reliability
Standard to be applicable within that
Interconnection, and
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(3) The Commission will not defer to
the Electric Reliability Organization
or a Regional Entity with respect to
the effect of a proposed Reliability
Standard or a proposed modification to
a Reliability Standard on competition.

(d) An approved Reliability Standard
or modification to a Reliability Stand-
ard shall take effect as approved by the
Commission.

(e) The Commission will remand to
the Electric Reliability Organization
for further consideration a proposed
Reliability Standard or modification to
a Reliability Standard that the Com-
mission disapproves in whole or in
part.

(f) The Commission may, upon its
own motion or a complaint, order the
Electric Reliability Organization to
submit a proposed Reliability Standard
or modification to a Reliability Stand-
ard that addresses a specific matter if
the Commission considers such a new
or modified Reliability Standard ap-
propriate to carry out section 215 of
the Federal Power Act.

(g) The Commission, when remanding
a Reliability Standard to the Electric
Reliability Organization or ordering
the Electric Reliability Organization
to submit to the Commission a pro-
posed Reliability Standard or proposed
modification to a Reliability Standard
that addresses a specific matter may
order a deadline by which the Electric
Reliability Organization must submit a
proposed or modified Reliability Stand-
ard.

§39.6 Conflict of a Reliability Stand-
ard with a Commission Order.

(a) If a user, owner or operator of the
transmission facilities of a Trans-
mission Organization determines that
a Reliability Standard may conflict
with a function, rule, order, tariff, rate
schedule, or agreement accepted, ap-
proved, or ordered by the Commission
with respect to such Transmission Or-
ganization, the Transmission Organiza-
tion shall expeditiously notify the
Commission, the Electric Reliability
Organization and the relevant Regional
Entity of the possible conflict.

(b) After notice and opportunity for
hearing, within sixty (60) days of the
date that a notice was filed under para-
graph (a) of this section, unless the

§39.7

Commission orders otherwise, the Com-
mission will issue an order determining
whether a conflict exists and, if so, re-
solve the conflict by directing:

(1) The Transmission Organization to
file a modification of the conflicting
function, rule, order, tariff, rate sched-
ule, or agreement pursuant to section
206 of the Federal Power Act, as appro-
priate, or

(2) The Electric Reliability Organiza-
tion to propose a modification to the
conflicting Reliability Standard pursu-
ant to §39.5 of the Commission’s regu-
lations.

(c) The Transmission Organization
shall continue to comply with the func-
tion, rule, order, tariff, rate schedule,
or agreement accepted, approved, or or-
dered by the Commission until the
Commission finds that a conflict ex-
ists, the Commission orders a change
to such provision pursuant to section
206 of the Federal Power Act, and the
ordered change becomes effective.

[Order 672, 71 FR 8736, Feb. 17, 2006, as
amended at 71 FR 11505, Mar. 8, 2006; Order
672-A, 71 FR 19823, Apr. 18, 2006]

§39.7 Enforcement of
Standards.

(a) The Electric Reliability Organiza-
tion and each Regional Entity shall
have an audit program that provides
for rigorous audits of compliance with
Reliability Standards by users, owners
and operators of the Bulk-Power Sys-
tem.

(b) The Electric Reliability Organiza-
tion and each Regional Entity shall
have procedures to report promptly to
the Commission any self-reported vio-
lation or investigation of a violation or
an alleged violation of a Reliability
Standard and its eventual disposition.

(1) Any person that submits an appli-
cation to the Commission for certifi-
cation as an Electric Reliability Orga-
nization shall include in such applica-
tion a proposal for the prompt report-
ing to the Commission of any self-re-
ported violation or investigation of a
violation or an alleged violation of a
Reliability Standard and its eventual
disposition.

(2) Any agreement for the delegation
of enforcement authority to a Regional
Entity shall include a provision for the
prompt reporting through the Electric

Reliability
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