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Introduction

Introduction

Total NPCC Resources

(in whole dollars)

2009 Budget U.S. Canada Mexico

Regional Entity Division FTEs 21.2

Criteria Services Division FTEs 2.8

Total FTEs 30

Regional Entity Division Expenses $10,008,885 $5,328,802 $4,680,083
Criteria Services Division Expenses $1,012,790 $454,388 $558,402
Total Expenses $11,021,675 $5,783,190 $5,238,485
ERO Funding Assessments $10,008,885 $5,328,802 $4,680,083
ISO/BAA Assessments $1,012,790 $454,388 $558,402
Total Funding Assessments $11,021,675 $5,783,190 $5,238,485
NEL 672,611,000 301,766,000 370,845,000
NEL % 100% 44.86% 55.14%

Northeast Power Coordinating Council, Inc. (NPCC) is a New York State not-for-profit
membership corporation. The purpose of NPCC is to promote and enhance the reliable and
efficient operation of the international, interconnected bulk power system in Northeastern North
America through (i) the development of regional reliability standards and compliance assessment
and enforcement of continent-wide and regional reliability standards, coordination of system
planning, design and operations, and assessment of reliability, (collectively, “regional entity
activities™), and (ii) the establishment of regionally-specific criteria, and monitoring and
enforcement of compliance with such criteria (collectively, “criteria services activities”). NPCC
provides the functions and services for Northeastern North America of a cross-border regional
entity through a regional entity division, as well as regionally-specific criteria services for
Northeastern North America through a criteria services division. NPCC’s website is

WWW.NPCC.org.

NPCC is focusing on its core business of reliability as reflected in this 2009 Business Plan and
Budget. NPCC will stay true to its over 40 year mission in an international, coordinated
approach. First and foremost, reliability must be maintained in Northeastern North America.

Geographically, NPCC U.S. includes the six New England states and the state of New York.
NPCC Canada includes the provinces of New Brunswick, Nova Scotia, Ontario and Québec. In
total, NPCC covers nearly 1.2 million square miles, and is populated by more than 55 million
people. From a net energy for load perspective, NPCC is approximately 44.9% U.S. and 55.1%
Canadian. With regard to Canada, approximately 70% of Canadian load is within the NPCC
Region. NPCC operates as a regional entity under an Amended and Restated Delegation
Agreement with the North American Electric Reliability Corporation (NERC), the international
Electric Reliability Organization (ERO). The delegation agreement describes the enforcement
authority delegated to NPCC’s regional entity division. The funding for NPCC’s regional entity
division is approved by the NPCC Board of Directors for consideration by NERC and the U.S.
federal and Canadian provincial regulatory authorities. Details of the business plans and budget
for each program area are included in Section A for the regional entity division. The 2009
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Introduction

regional entity division schedules are shown in Section B. Section C details the criteria services
division business plan and budget.

Membership and Governance

NPCC currently has 68 members. There are two categories of membership, Full and General.
The two categories distinguish between the U.S. FERC and Canadian provincial regulatory
and/or governmental authority agreements’ regional entity services, and what FERC references
as U.S. non-statutory and Canadian provincial authorities in the Region reference as Criteria
Services.

General Membership is voluntary and is open to any person or entity, including any entity
participating in the Registered Ballot Body of the ERO that has an interest in the reliable
operation of the Northeastern North American bulk power system. General Members are subject
to compliance with reliability standards and receive additional services from the regional entity
division of NPCC.

Full Membership is available to members, which are already general members, and participate in
electricity markets in the Northeast. Independent system operators (“1SOs”), regional
transmission organizations (“RTOs”), Transcos and other organizations or entities that perform
the Balancing Authority function operating in Northeastern North America are expected to be
Full Members of NPCC. The New York State Reliability Council and any other sub-regional
reliability councils which may be formed are also expected to be Full Members. Full Members
are subject to compliance with regionally-specific criteria, in addition to reliability standards, and
receive additional services from the criteria services division of NPCC which is not funded by
the ERO.

NPCC is governed by a hybrid Board of Directors consisting of stakeholders balanced by sector
and an independent Chairman. A maximum of 3 directors per voting sector comprise the Board
to provide for fair stakeholder representation. The voting sectors include:

Sector 1) Transmission Owners

Sector 2) Reliability Coordinators

Sector 3) Transmission Dependent Utilities, Distribution Companies, Load Serving Entities
Sector 4) Generator Owners

Sector 5) Marketers, Brokers and Aggregators

Sector 6) Customers

Sector 7) State and Provincial Regulatory and/or Governmental Authorities

Sector 8) Sub-Regional Reliability Councils, other Regional Entities and Interested Parties

Seven committees of the Board or program committees reporting to the Board recommend policy
on various reliability issues, or handle governance, finance and human resource matters. These
Committees include a Regional Standards Committee (RSC), a Compliance Committee (CC), a
Reliability Coordinating Committee (RCC), a Public Information Committee, an Audit and
Finance Committee, a Pension Committee and a Compensation Committee. The RSC, CC and
RCC provide technical policy recommendations to the Board. All general members are eligible
for representation on the technical committees.

Industry technical experts from within the membership provide input to the Board through
various working groups and task forces as well as the committees. The Amended and Restated
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Introduction

Bylaws establish NPCC’s independence from users, owners and operators of the bulk power
system through the governance structure, while providing fair stakeholder representation in the
selection of officers. The members, from each of the eight voting sectors, vote to elect directors,
in their respective sector.

Compliance and enforcement activities are carried out by the NPCC Compliance Staff and are
independent of all users, owners and operators of the bulk power system and from the Hearings
officer. Compliance activities are governed in the United States by the Amended and Restated
Regional Delegation Agreement between NERC and NPCC, delegating portions of NERC’s
authority as the Electric Reliability Organization under Section 215 of the Federal Power Act to
NPCC. A Memoranda of Understanding between the Independent Electricity System Operator
in Ontario, NERC and NPCC establishes roles and responsibilities with regard to that Province.
Regulatory and/or governmental authority agreements are under development within the
provinces of New Brunswick, Nova Scotia and Québec.

Regional Entity Functional Scope

NPCC has been approved by FERC to develop, monitor and enforce continent-wide and regional
reliability standards for the reliability of the bulk electric power system in the U.S. portion of the
international region and is recognized as a cross-border regional entity effective April 5, 2008,
with authority, pursuant to the execution and implementation of an Amended and Restated
Regional Delegation Agreement with the ERO.

A Canadian Provincial Memorandum of Understanding provides the backstop for NERC and
NPCC activities for the Province of Ontario. Canadian Provincial Memoranda of Understanding
or regulatory agreements, currently under development by provincial governmental and/or
regulatory authorities for New Brunswick, Nova Scotia and Québec, will provide individual
backstop regarding those provinces of NPCC Canada.

Planning Cycle

The 2009 Business Plan and Budget is for the calendar year 2009. NPCC engages in an annual
business planning cycle and has a complementary Long Term Strategic Plan designed to
regionally implement NERC’s 2008 - 2013 Strategic Plan.

2009 Primary Objectives
NPCC’s primary objectives for 2009 are:
e Ensuring the reliability of the bulk electric power system in Northeastern North America
o Establishing Regional Reliability Standards for applicable regulatory approvals
¢ Implementing the Compliance Monitoring and Enforcement Program (CMEP)
e Implementing hearing procedures to provide timely resolution of disputes
e Improving and enhancing transmission and resource adequacy assessments

e Remaining the credible source of Northeastern North America international reliability
information

e Advancing the quality and scope of training activities to ensure that operators and
Registered Entities have the information and tools they need

e Improving administrative activities including accounting and budgeting, document control
and staffing/human resources

2009 NPCC Business Plan and Budget 5
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e Implementing a seamless and cost effective relocation of NPCC’s corporate offices

Major 2009 Cost Impacts

For comparison purposes between 2008 and 2009, NPCC’s regional entity division core business
plan drives a budget increase in total resources representing 14.3 percent as compared to the
2008 regional entity division budget and an increase of 35.3 percent as compared to the 2008
criteria services division budget.

The one time costs associated with a required May, 2009 relocation, coincident with license
agreement expiration, execution of a new lease and a standard office space build out for NPCC
offices within New York City are estimated to total approximately $1.4 million. Total office
relocation costs include leasehold improvements, equipment purchases, furniture purchases,
partial year office rent differential, and other associated office relocation cost components. Total
office relocation costs are allocated to the regional entity and criteria services divisions on a
proportional FTE basis of 91% (27.2/30) and 9% (2.8/30) respectively. Removal of relocation
project associated costs from the total regional entity division and total criteria services division
budgets is shown in the ratio of 91 percent to nine percent respectively, ($1,269,339 and
$125,539 for a total of $1,394,878) to demonstrate the core increases presented above.

NPCC negotiated an extremely favorable and then under market license agreement some 16
years ago and has been in its current offices for nearly 15 years. While NPCC rents adjusted
moderately at years 5 and 10 consistent with its agreement terms, rents in the building over the
past decade and a half have nearly tripled. Due diligence review, including assessments of
several non-New York City locations: Albany, Boston, waterfront Jersey City, New Jersey,
Montreal and Toronto, as well as a non-binding employee survey with regard to the likelihood of
retention outside a 50 mile radius of the current location, was performed in the Spring of 2007
and revisited again in the Spring of 2008.

The NPCC Board determined, based upon many factors including the then projected rental terms
for alternate cities, costs associated with employee relocations, terminations, recruiting, and
severance, that less costly New York City locations should be identified with a recommended
site negotiated for, thereby maintaining focus on cost efficiencies and staff retention. With the
commercial real estate market softening, $500,000 in office space build out costs have not been
included in the relocation project cost estimate, as that portion of relocation expenses is projected
to be avoided through provision of a building allowance work letter from prospective landlords
with which NPCC will negotiate lease terms. While several potential buildings have been
identified, NPCC has not initiated negotiations in an effort to get more favorable, lower cost
terms and maximize landlord allowances. That said, NPCC must execute a new lease no later
than November to meet the required permitting and build out lead times and be able to evacuate
the current premises as stipulated by May, 2009.

With the inclusion of all expenses, the 2009 NPCC regional entity division funding requirements
are presented with an NPCC requirement of $10,008,885. This is an increase of 30.8 percent
over the 2008 NPCC funding requirement of $7,648,718. Total NPCC criteria services division
non-statutory funding requirements are presented at $1,012,790, which is a 54.5 percent increase
over the 2008 requirement of $655,670. The regional entity funding requirement includes a
$1,629 addition to reserves while the criteria services funding requirement includes and a reserve
reduction of $7,918. The additional budget for reserves is consistent with an existing policy
targeting a 20% threshold. While there has been an elimination of funding for a contingency
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account in the NPCC 2009 budget per NERC’s guidance, no increase to that reserve threshold
has been made. An annually established contingency was historically available to fund
unforeseen but necessary expenses. The NPCC and NERC Regional Delegation Agreement
details that NPCC’s funding system shall include reasonable reserve funding for unforeseen and
extraordinary expenses and other contingencies, consistent with generally accepted accounting
principles. Utilization of operating reserves would provide for regional entity accounting
consistency, rather than use of a contingency account within the budget, and could be used to
manage risk and fund approved expenses.

With the uncertainty related to actual compliance hearing costs, projected but as yet to be
contracted future rent and office relocation costs, the potential necessity to compensate new hires
at market rates, the size of the total budget and removal of a contingency account, a discussion to
move from a 20% reserve level to a 25% reserve level was had by the NPCC Board and
determined to be unnecessary. The office relocation project could require that some $700,000 in
cash reserves be set aside in a Certificate of Deposit type investment to secure a fully
collateralized Letter of Credit, in lieu of a security deposit, to be able to execute a lease with a
potential landlord for office space. Analysis of the 2009 projected cash flow reflects the cash
reserves required to maintain the 20% reserve level, inclusive of the collateralized Letter of
Credit, and is based on projected 2009 operating expenses. Year to year reserve requirement
adjustments can be greatly effected as a result of not budgeting for hearings in the compliance
program area and not budgeting for participation in potential first quarter 2009 reliability
readiness evaluations that could be performed as part of NERC’s close down of the program.
Should operating reserves be called upon to fund approved but unbudgeted activities, reserves
would be reestablished through additional funding to meet the targeted 20% of budget annually.

The overall budget, regional entity division and criteria services division, includes an increase in
personnel from 28 Full Time Equivalents (FTEs) to 30 FTEs. One position has been added in
each of the Compliance and Accounting and Finance areas under the regional entity division.
Additionally, a 2008 FTE for the Reliability Readiness Evaluation and Improvement program
area will be reallocated for 2009 to the Situation Awareness program area. Increases in total
Personnel Expenses for 2009 in both the Regional Entity and Criteria Services divisions are a
result of a combination of changes in accounting methodology, salary increases, the full year
impacts of approved, but under-budgeted new FTEs, certain salary adjustments to be more
reflective of market rates, changes in the application of contingency funds to specific
subaccounts, and the costs associated with the adaption of SFAS 158.

NERC Budget Increases Not Included in the NPCC 2009 Business Plan

This section differentiates the drivers behind NPCC’s regional entity division’s 14.3% increase
from NERC’s 25.7% increase. The following activities driving parts of the $7 million increase in
funding included in the NERC 2009 Business Plan and Budget are not included in the NPCC
Budget:

e NPCC’s standard development process capitalizes on industry-based technical expertise
within the existing task force and working group structure, rather than establishing
separate, individual drafting teams

e NPCC compliance staff is growing by 1 FTE compared with NERC’s 5 FTEs, from the
2008 level, even though the RE has the primary responsibility for compliance and

enforcement
e NPCC utilizes pre-audit questionnaires to increase the effectiveness and efficiency of on-
site audits
2009 NPCC Business Plan and Budget 7
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e NPCC makes extensive use of industry-based technical expertise in its thorough analysis
of system events and is not proposing additional staff to support those efforts

e NPCC had eliminated the reliability readiness evaluation and improvement program
from its 2009 business plan and has not included any regional entity component to
parallel NERC’s remaining efforts. NERC will complete remaining scheduled readiness
reviews and close at the end of the first quarter of 2009. The NERC 2009 Work Plan for
completion of the program includes 12 evaluations.

e NPCC will continue to provide valuable operator seminars, but will not be engaging
outside consultants to develop specific training modules

e NPCC’s Business Plan does not include a regional component associated with the
outsourcing of an industry-wide self assessment included by NERC at a projected cost of
$1 million

Change in Accounting Methodology

As directed by NERC, NPCC has changed its accounting methodology for personnel benefits,
meetings, and travel expenses for 2009, and has moved from allocating these costs by FTE to
applying these costs directly to the program areas. The magnitude of these variances is
dependent on the amount of 2008 allocated costs. In addition, the 2009 Budget includes
adjustments to operating cash reserves as “Other Non-Operating Expenses.”

The 2009 Business Plan and Budget also reflects overheads and administrative operating
expenses captured in the General and Administrative area with these costs allocated as indirect
costs to the program areas.

Detailed Business Plans and Budgets by Program

Details of the planning, operation, review, and adjustment for each program area are included in
Section A. The corresponding budget details are shown in Section B.

2009 NPCC Business Plan and Budget 8
Approved — June 24, 2008 and Resubmitted to NERC August 12, 2008



Section A — 2009 NPCC Business Plan

Section A — 2009 Business Plan

Reliability Standards Program

Reliability Standards Program Resources
(in whole dollars)
2008 Budget 2008 Projection 2009 Budget
Total FTEs 3.5 3 3
Total Direct Funding $785,399 $721,049 $717,220
Total Indirect Funding [1] $685,877 $587,894 $856,343
Total Funding $1,471,276 $1,308,943 $1,573,563

! Indirect funding is calculated by allocating all administrative services funding to the operational program areas on
a proportional FTE basis. Total 2009 indirect funding includes $211,557 apportioned to the reliability standards
program area associated with the one-time 2009 office relocation project.

Background

The majority of the proposed reliability standards activities for the NPCC region for 2009 will be
directly related to development of ERO Reliability Standards, which will be submitted to FERC
and applicable Canadian Provincial regulatory and/or governmental authorities for approval, as
well as the implementation of the NPCC Regional Reliability Standard Development Procedure.

NPCC has a number of task forces and working groups engaged in the coordination of reliability
related activities. These groups provide a coordinated review of all ERO Reliability Standards
and serve to develop the NPCC Regional Reliability Standards. This well functioning approach
enhances the quality of reliability standards as well as educates and informs users, owners and
operators of the international, interconnected bulk power system in Northeastern North America
of the reliability standard’s requirements and tracks the progress and implementation plans of
these standards.

Included in this 2009 Business Plan and Budget are regularly scheduled meetings of the Regional
Standards Committee (RSC) on an every other month basis and the associated travel and meeting
expenses are incorporated herein. Meetings will take place at NPCC’s headquarters in New
York City, or at other member facilities when possible, in various cities within the Northeastern
United States and Canada, as selected from time to time for the convenience of the meeting
attendees. To the extent possible, the activities of the reliability standards program will also be
conducted by conference calls, use of e-mail, website postings, and other means of electronic
communications. NPCC will also be participating in the adjoining region’s standards processes
in person and by electronic communication to the extent resources permit.

In addition, FERC staff has referred to some of the NERC standards that assign to regional
reliability organizations the responsibility of establishing reliability requirements for regional
members as “fill in the blank” standards, because Section 215 of the U.S. Federal Power Act
does not allow enforcement of an ERO reliability standard upon a Bulk Power System owner,
operator or user, including the setting of financial penalties and sanctions, to the extent a portion
of the requirements exists outside the standard. NPCC is working closely with NERC in the
Regional Reliability Standards Working Group (RRSWG) to address all of the “fill in the blank”
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Section A — 2009 NPCC Business Plan

standards. The results of the RRSWG effort appear in the NERC 3 year work plan to revise
standards. NPCC regional standards development will be fully coordinated with the
development of the standards appearing in the NERC work plan.

In 2009 NPCC will be completing a multiyear project for the development of Reliability
Requirements Directories. The main purpose driving the development of these directories is to
fulfill and continually satisfy NPCC’s obligation, as delineated in the NERC Rules of Procedure,
to demonstrate NPCC regional criteria is consistent with and more stringent than the NERC
Reliability Standards. The directories are arranged by NPCC criteria topic and take the
associated mandatory NERC standards along with any NPCC regional standard and provide a
consistent comprehensive set of reliability requirements for the Northeast.

The Reliability Requirements Directory document structure accomplishes a number of
objectives, including:

e Consolidating all the NPCC “B” and “C” documents related to the parent “A” criteria
Document’s topic; for example, having a Special Protection Systems Reliability
Requirements Directory greatly simplifies searching for pertinent information regarding
their application into one document, effectively reducing the number of NPCC
documents.

e Demonstrating consistency with NERC Reliability Standards

e Combining the NERC and any applicable Regional Reliability Standard Requirements
into the document.

e ldentifying any more stringent NPCC Regional Criteria while removing any duplicative
language that may exist between the NPCC criteria and NERC standards

e Incorporating the latest Functional Model language

e Easing future compliance determinations

e Clarifying and simplifying cross-reference “mapping” between NPCC Documentation
and NERC Standards Requirements

e Providing opportunities for NPCC to assess need to develop regional standards beyond
those specified as part of the NPCC or NERC work plans

NPCC is working with NERC in efforts to gain and maintain recognition as the Electric
Reliability Organization in the various jurisdictions in Canada and presently has a memorandum
of understanding (MOU) in place with Ontario and is developing further MOUs or Agreements
with New Brunswick, Nova Scotia, and Québec. NERC Standards and NPCC Criteria and
Regional standards are mandatory and enforceable in Ontario and New Brunswick as a matter of
provincial law. NPCC reliability standards program area staff will continue to work with all
provincial regulatory authorities and/or governmental agencies within its footprint to ensure
adherence to the individual provincial legislation requirements.

Based on the portion of professional/technical staff time and other resources devoted to
reliability standards development, NPCC estimates that it will expend 16 percent of its resources
on this activity.
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Program Description and Functions Performed

Funding Drivers and Reliability Benefits

e Review, comment on, and develop ballot recommendations for all NERC
Reliability Standards under development or revision

0 The Northeast benefits from NPCC’s coordination of a broad stakeholder review
process and development of consensus recommendations to assure proposed
standards will support regional international reliability

e Monitor the drafting of key NERC Reliability Standards-UFLS, TPL, Balancing Control
etc.

0 The Northeast monitoring of the development of standards ensures reliability
requirements that are clear, monitorable and enforceable and support international
reliability in the Northeast

e Develop and maintain the set of NPCC Directories

0 The combination of North American and Regional Reliability Standards with the
more-stringent NPCC regional criteria provides for consistency and operational
clarity

e Monitor the Regional Standards development process for MRO, RFC and SERC to
achieve consistency within the Eastern Interconnection

o0 Northeast reliability is enhanced by strengthening neighboring regions’ reliability
standards

e Review all reliability related requirements of all ERO and Regional standards, criteria
and ensure consistency, remove redundancies and adopt Functional Model language

o0 The unambiguous assignment of reliability requirements to specific functional entities
benefits international reliability.

e Review all FERC orders and Provincial Legislation as it relates to the standards, their
revision and adoption

0 Northeast reliability benefits from careful analyses of governmental orders or actions
adopting standards to assure consistency in interpretation

2009 Goals and Objectives

The reliability standards program goals and objectives for 2009 are grouped into six categories:
participation in North American ERO standards development; regional reliability standards
development; directory development, standards improvement; business practice interface;
process improvement and communication, and ensuring that the more stringent regional criteria
is consistent with the reliability standards and does not conflict with those standards.

The goals and objectives of the standards program for 2009 are to:
1) Participate in the ERO Standards Development

e Coordinate the development of ERO reliability standards within NERC’s three-year
standards work plan

e Conduct thorough reviews of all NERC standards being developed or revised and
coordinate comments for Northeastern North America
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Solicit technically qualified candidates from Northeastern North America to participate
on each of the NERC drafting teams

Review and develop comments on FERC preliminary staff assessments as appropriate
Participate in ballots for ERO standards and provide recommendations to the NPCC
Members of the NERC Registered Ballot Body

Review and develop comments on FERC Notice of Proposed Rulemaking (NOPR) for
any and all standards related issues as appropriate

Evaluate proposed standards utilizing regional technical committees

Educate and notify stakeholders and regulators about issues related to standards
development

Provide a forum for NPCC review of proposed and posted documents from the NERC
Critical Infrastructure Protection Committee (CIPC) and NPCC Task Force on
Infrastructure Security and Technology (TFIST)

2) Regional Standards Development

Complete the development of three 2008 standards utilizing the NPCC Regional
Reliability Standard Development Procedure

Draft proposed standards utilizing regional technical committees and working groups in
an open and inclusive forum

Actively monitor the standards development activities of the other regions in the Eastern
Interconnection especially the Midwest Reliability Organization “MRO”, Reliability First
Corporation “RFC” and Southeast Electric Reliability Council “SERC.” to assure
consistency within the Eastern Interconnection.

Accomplish all directives of ERO and governmental and/or regulatory authorities with
regard to regional standards development and procedures

Adhere to and surpass the ERO work plan milestones as they pertain to targets for the
regional standards

3) Standards Improvement

Achieve NPCC reliability goals and objectives by initiating and efficiently completing
standards activities

Leverage internet and web based tools functionality to ensure inter-regional consistency
and quality of regional reliability standards

Establish long-term strategy for standards improvement and initiate implementation
Identify additional future regional standard opportunities by completing a set of Regional
Reliability Directories incorporating the ERO Reliability Standards, Regional Standards
and regionally-specific more stringent Criteria

Ensure the topics addressed by the reliability standards parallel changing industry needs

4) Business Practices Interface

Coordinate the review of standards with NPCC members of the North American Electric
Standards Review Board

Identify potential market issues for Regional Standards through NPCC Reliability
Coordinating Committee (RCC) reviews
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5) Process Improvement
e |dentify efficiencies for a coordinated NERC standards development process and NPCC
Regional Standards Development Procedure and recommend revisions as applicable
e Participate in the revision and redrafting of the NERC procedure
e Establish targets for NERC and NPCC standards procedure improvement and initiate
implementation of the strategy
e Streamline and improve the regional standards process and enhance program tools

6) Communications

e Automate notifications process to assure awareness of dates and proceedings of all
standard development activities

e Strengthen the relationship with the industry’s technical committees to ensure adequate
input to standards development

e Sponsor NPCC Workshops and participate in NERC/ERO to promote awareness and
educate the industry

e Promote the reliability objectives of the NERC standards as appropriate to the NPCC
members of the NERC Registered Ballot Body

Section 215 Regional Entity Reliability Standards Development

Technically excellent standards that enhance reliability require the full participation of industry
experts from all regional entities as well as experts from different stakeholder segments to
provide diverse yet helpful perspectives when developing reliability standards. The NPCC RSC
promotes the drafting team process and solicits drafting team members from appropriate NPCC
technical bodies.

NPCC RSC will also provide notifications to Northeastern North America NERC Registered
Ballot Body members of applicable deadlines for ballot pool registration and for casting ballots
thereby promoting achievement of quorum requirements. This support will enhance efficiency
of the NERC procedure.

NPCC will also participate in the development and revision of standards as directed by FERC
and other governmental and/or regulatory authorities. FERC has identified 56 NERC Reliability
Standards needing “further work”. These standards, along with additional standards delineated
in the NERC three-year work plan as needing revision, will be ready to be reviewed and revised
throughout 2009 and are included as follows.

NPCC will provide support and coordination of NERC standards development activities for the
following:

e Standards Initiated for Revision in 2007 still to be worked on through 2009 (32 total
standards)

e Standards Initiated for Revision in 2008 still to be worked on through 2009 (7 total
standards)

« Standards to be Initiated for Revision (or New) in 2009 (40 total standards)

The above standards, taken from the NERC three-year work plan account for at least 79 total
standards that will be reviewed, commented on as necessary, and coordinated, tracked and
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communicated with the NPCC membership. NPCC will also participate in the development of
new standards resulting from lessons learned through NPCC and NERC programs (e.g.,
reliability performance assessment, compliance enforcement, readiness evaluations, training, and
situation awareness and infrastructure protection).

Regional Standards Development

The NPCC Regional Standards Development Procedure will develop/complete a minimum of
three regional reliability standards as noted below and in accordance with the timelines in the
NERC three-year standards work plan. These regional standards will include, but not be
restricted to the following:

e Underfrequency Load Shedding (UFLS)
e Special Protection Systems (SPS)
e Balancing Resource and Demand, reserve sharing and requirements

All regional entities will develop these three standards (UFLS, Balancing, and SPS) to support
the corresponding NERC ERO standards outlined in the work plan. These three standards, along
with the associated ERO standards address the “fill in the blank” standards which FERC
currently is “holding” for future action. NPCC is also participating in the NERC Regional
Reliability Standards Working Group to strive to achieve uniformity and coordination between
the regional entities’ standards.

NPCC is also participating actively in the development of adjoining Region’s standards by
participating on the drafting teams and also in the review and commenting processes available.
In addition NPCC is registered to cast ballot where and as allowed by the individual adjoining
Region’s reliability standards development procedure.

Standards Improvement

Improvement in the quality of a standard can be quantified in a number of ways. The standards
should identify an achievable, technically excellent reliability goal or objective. This goal
should be measurable and have specific and concise requirements associated with it. How the
reliability goal or objective is achieved will not be the focus of the process. Full participation
from industry experts to provide proper technical guidance as well as multiple segments to
provide diverse viewpoints is critical to the quality of the resultant standard. These attributes,
along with open postings and notifications to allow the industry opportunities to participate are
the key components to a successful process and achieving quality standards.

NPCC is committed to providing support to the ERO in its standard development activities.
Process improvements resulting from conducting a thorough review of standards and the
procedure itself will result in technically superior and excellent standards.

NPCC developed a mapping document which shows the relationship of each of the NERC RS
requirements approved by the NERC BOT with NPCC document language. On an ongoing basis
NPCC will achieve consistency as outlined in the NERC Rules of Procedure by maintaining
reliability directories that incorporate NPCC’s more stringent regionally specific criteria and
regional standards into a single document with the applicable NERC Reliability Standards.
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Business Practice Interface

NPCC is an open organization that includes within its membership market participants as well as
individuals involved with the North American Electricity Standards Board. During open process
review of regional standards and the posting for comment on the NERC website, effective
interface with those entities familiar with the business practices is achieved.

Standards Process Improvement

NPCC RSC and staff regularly participate in the NERC Standards Committee activities and
contribute to develop revisions of the standards procedure manual. The RSC also seeks
efficiencies in the regional standards procedure and utilizes and refines web based tools for
easier user interface and to provide effective and timely notifications of standards activities.

Communications
e Educate and inform industry stakeholders through web based tools and participation in
NERC Reliability Standards Workshops

e Update and inform governmental regulators and/or authorities on the standards
development work plan and processes through individual project discussions and annual
meetings/conferences

e Develop standards program communications that support NERC’s overall
communications platform

e Develop and maintain NPCC Reliability Directories that will enable users, owners and
operators of the international bulk power system in the Region the ability to apply
reliability requirements in NERC and NPCC as well as the more stringent NPCC
regionally-specific criteria

Funding Requirements — Explanation of Increase (Decrease)

2009 reliability standards program funding is driven by the need for additional activities of
NPCC standards drafting teams. NPCC anticipates greatly expanded activity (yet no projected
increase in FTES) in the area of Eastern Interconnection interregional participation and support
of adjoining regional drafting activities specifically (RFC and MRO and SERC). These activities
will result in greater consistency between the regional entities and also promote coordination and
reduce comments on standard drafts thus expediting the standards approval. The effort will also
broaden the knowledge and experience base and potentially lead to better reliability
coordination.

Staffing Needs

Hiring Plans

Based on the existing complement of full time staff and subject matter consultants, NPCC
projects a requirement of 3 FTEs for 2008 and estimates that, with the proposed work as
outlined in this business plan along with the proposed interregional participation, NPCC will
maintain the standards program area staff at projected 2008 levels.

Shared Employees
Not applicable
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Consultants

NPCC will continue to rely on consultants for subject matter expertise on an as-needed basis
throughout 2009. Due to the amount of regional documents being converted into Directories
and the maintenance of the Directories once completed, NPCC estimates consultant services
equivalent to one FTE will be required within the program area.
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Reliability Standards Program
Funding sources and related expenses for the reliability standards section of the 2009 business
plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget
Reliability Standards

2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ 785,399 $ 721,049 $ (64,350) $ 717,220 $ (3,829)
Membership Dues - - - - -
Testing Fees - - - -
Services & Software - - - -
Workshops - - - -
Interest - - - -
Miscellaneous - - - - -
Total Funding $ 785,399 $ 721,049 $ (64,350) $ 717,220 $ (3,829)
Expenses
Personnel Expenses
Salaries $ 301,206 $ 258,177 $ (43,029) % 332,684 $ 74,508
Payroll Taxes 20,942 $ 17,951 (2,992) 18,495 545
Benefits 84,552 $ 72,473 (12,079) 58,550 (13,923)
Retirement Costs 43,750 $ 37,500 (6,250) 46,435 8,935
Total Personnel Expenses $ 450,451 $ 386,100 $ (64,350) $ 456,164 $ 70,064
Meeting Expenses
Meetings $ 20,250 $ 20,250 $ - $ 28,000 $ 7,750
Travel 81,250 81,250 - 111,264 30,014
Conference Calls 5,625 5,625 - 7,792 2,167
Total Meeting Expenses $ 107,125 $ 107,125 $ - $ 147,056 $ 39,931
Operating Expenses
Consultants $ 227,824 $ 227,824 $ - $ 114,000 $ (113,824)
Contracts - - - - -
Office Rent - - - -
Office Costs - - - -
Professional Services - - - -
Computer Purchase & Maint. - - - -
Furniture & Equipment - - - -
Miscellaneous - - - -
Depreciation - - - -
Contingency - - - - -
Total Operating Expenses $ 227,824 $ 227,824 $ - $ 114,000 $ (113,824)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses $ 785,399 $ 721,049 $ (64,350) $ 717,220 $ (3,829)
Change in Assets $ - $ - $ - $ - $ -
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Compliance Monitoring and Enforcement and Organization Registration and
Certification Program

Compliance Monitoring and Enforcement and Organization Registration and
Certification Program Resources

(in whole dollars)

2008 Budget 2008 Projection 2009 Budget
Total FTEs 7.5 8.0 9.0
Total Direct Funding $1,727,832 $1,992,182° $2,095,204
Total Indirect Funding [1] $1,469,736 $1,567,718° $2,569,030
Total Funding $3,197,568 $3,559,900° $4,664,233

L Indirect funding is calculated by allocating all administrative services funding to the operational program areas on
a proportional FTE basis. Total 2009 indirect funding includes $634,670 apportioned to the compliance monitoring
and enforcement and organization registration and certification program area associated with the one-time 2009
office relocation project.

*The 2008 projection of some $200,000 in total of the one-time (2008 only) available surplus from the 2007 RE
division budget year that can be applied to fund the compliance program area is driven by approved but under-
budgeted personnel costs associated with FTE hires in this area and consultant enhancement needed for the
compliance data administration application. Should there be 2008 hearings and costs associated with hearings,
additional usage of the 2007 surplus would be recommended during 2008.

Background

The NPCC Compliance Program utilizes the NERC Compliance Monitoring and Enforcement
Program (CMEP) to monitor, assess and enforce compliance, in the United States, to NERC
Reliability Standards and Regional Reliability Standards of those entities contained in the NPCC
Compliance Registry. NPCC implements the CMEP to meet its FERC and Canadian provincial
governmental and/or regulatory requirements of NERC Program #400 — Compliance
Enforcement. In 2009, the CMEP will include, for the first time, the monitoring, assessment and
enforcement of NERC Reliability Standards related to cyber security.

In the Canadian portion of the region, NPCC monitors, assesses and enforces compliance to
NERC Reliability Standards, Regional Reliability Standards and NPCC Criteria in accordance
with approved Memoranda of Understanding and Implementation Agreement(s) that are in place
or currently under development for each individual Canadian province within the Region. An
agreement has been executed with Ontario and implementation agreements are being reviewed in
the Québec, New Brunswick and Nova Scotia provinces. Each agreement will describe the
particular process that will be utilized, by NPCC, to conduct the monitoring and assessment of
compliance requirements in the associated province. Penalties and sanctions related to NERC
Reliability Standards and Regional Standards will be administered by the defined provincial
governmental and/or regulatory authorities as described in each discreet agreement. NPCC will
issue non-monetary sanctions to responsible Canadian entities for violations of NPCC Criteria.

NPCC’s CMEP uses the following eight methods to monitor compliance by the Registered
Entities with the reliability standards. The requirements of the NPCC CMEP program are
specified in the NPCC Regional Delegation Agreement with NERC. Subject to variations
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between NPCC’s CMEP and those of other regional entities, NPCC seeks to implement the
program in a manner similar to the programs of other regional entities:

e Compliance Audits — NPCC conducts either on-site or off-site audits of all Registered
Entities.

o Self-Certification — NPCC reviews Registered Entity certifications of compliance or non-
compliance with standards on an annual basis.

e Spot Checking — NPCC verifies compliance with specific standards, primarily in
connection with reviews of self-certification.

o Compliance Violation Investigations — Violation investigations are usually the result of a
system event or disturbance, but may result from other sources.

e Self-Reporting — NPCC undertakes a monitoring process that is specifically designed to
work in conjunction with a Registered Entity’s continuous monitoring efforts by its internal
compliance programs.

e Periodic Data Submittals — NPCC reviews monthly and quarterly reports that are
submitted regarding compliance with certain standards.

e Exception Reporting — NPCC requires reports on a small set of standards when violations
occur.

e Complaints — The NPCC compliance staff is alerted to a potential violation that is then
investigated.

Each alleged violation will be reviewed and processed by NPCC and if confirmed will have an
appropriate sanction recommended to NERC and FERC or the appropriate Canadian
governmental and/or regulatory authority.

The compliance function is also involved in the following processes in support of its activities:

o Registration — Facilitating the registration process by ensuring that there are no gaps in the
registration of entities in Northeastern North America and resolving registration disputes

e Penalty calculations — Determining, as appropriate, proposed penalties for alleged
violations

o Settlement negotiations — Conducting settlement negotiations with Registered Entities
when requested

e Hearings and Appeals — Participating in all hearings and appeals

o Certification of Balancing Authorities, Reliability Coordinators and Transmission
Operators — Conducting the certification process as required

The NPCC Compliance Committee (CC), a Committee of the NPCC Board of Directors (BOD),
provides policy input to the CMEP, and an oversight role to insure that the NPCC Compliance
Staff properly implements the CMEP. This balanced stakeholder committee consists of
representatives of the eight voting sectors as described in the NPCC Bylaws and is chaired by the
Assistant Vice President - Compliance. The CC is also responsible for impaneling a Hearing
Body to resolve contested compliance and/or sanction or penalty determinations. Hearings will
be conducted by an independent Hearing Officer. The CC will also have working groups
reporting to it as deemed necessary.
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NPCC utilizes a web-based CMEP Data Administration Application (CDAA) to receive, review
and analyze all data associated with the CMEP. NPCC will continue to enhance the CDAA to
address the recommendations of its membership. This application is also being used by NERC
and five other Regional Entities, specifically WECC, FRCC, RFC, TRE and SERC, as well as
NERC. The CDAA Users Group will be the forum for member input and recommendations for
the evolving application.

In 2009 NPCC, under NERC Program #500 - Organization Registration and Certification, will
continue to maintain and revise the Compliance Registry to assure that the Registry contains the
most current and accurate information. It will also assure that the necessary certification
processes are implemented keeping Organization Certification current.

In 2009 there is an increase in the manpower requirements in the Compliance Monitoring and
Enforcement and Organization Registration and Certification Programs of an additional 1.0 FTE.
This increase is based on implementation of the CMEP including an expanded Compliance Audit
and Spot Check Program, continued monitoring, maintenance and revision of the NPCC
Compliance Registry and further enhancements and development of the CMEP Data
Administration Application (CDAA).

Based on the portion of professional/technical staff time and other resources devoted to
compliance monitoring and enforcement and organizational registration and certification, NPCC
estimates that it will expend 47 percent of its resources on this activity.

Program Description and Functions Performed

The CMEP consists of a number of activities including administration (including CDAA
development); entity registration; review and verification of self — certifications; implementation
of the Compliance Audit/Spot Check Program; issuance of violation — related notices; tracking,
review and approval of mitigation plans; issuance of Remedial Action Directives; conduct of
hearings , as necessary and engagement in settlement proceedings, as necessary. The costs
associated with the administration; entity registration and implementation of the Compliance
Audit/Spot Check Program activities are allocated, in Canada, consistent with applicable
Memoranda of Understanding and NERC’s Policy on Allocation of Certain Compliance and
Enforcement Costs.

Funding Drivers and Reliability Benefits
e Expanded Scope of Compliance Committee

0 The Northeast benefits from the implementation of a rigorous enforcement
program focused on enhancing reliability. It is expected that the expanded
oversight role of the Compliance Committee will translate to further increasing
the overall effectiveness of the CMEP.

e Expanded Number and Scope of Compliance Audits

0 Northeast international reliability benefits from the increased thoroughness of
NPCC’s Compliance Audits as a result of the expansion of both the number of
registered entity functions and scope of each of the audits to include additional
monitored standards

e Expanded Compliance Registry, increased interaction with Registered Entities
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o0 The inclusion in the registry of all users, owners and operators that have a
material impact on the reliability of the international bulk power system, as
verified through the survey activity undertaken by NPCC in 2008, is critical to
assuring reliability in the Northeast

Expanded participation in NERC Compliance Related Activities

o0 Reliability in the Northeast benefits from NPCC’s sharing it’s lessons learned
from CMEP implementation with NERC and other regional entities during regular
Regional Entity Compliance Manager meetings and workshops

Expanded Scope of Compliance Related Activities in Canada (Monitoring and
Assessment of Compliance to Reliability Standards, Compliance Program Evaluation)

0 The Northeast benefits from a strong reliability framework that supports
international reliability interdependency

Expanded Activities in Inter- Regional Compliance Related Matters

0 Northeast reliability benefits from the consistent application of compliance
activities across regions

Increased Compliance Data Reporting and Data Retention Requirements

0 The registered entities in the Northeast benefit from NPCC’s automated
compliance data submittal portals

CDAA and compliance web site enhancement

0 The Northeast benefits from enhanced transparency and predictability regarding
compliance

2009 Goals and Objectives

Conduct 2009 CMEP incorporating all NERC Reliability Standards contained in the
NERC monitored list for 2009 and any approved and applicable Regional Reliability
Standards

o Implement settlement process when applicable and send proper notifications to
NERC and FERC

o0 Conduct necessary Hearings related to resolution of outstanding disputes
regarding violations and/or sanctions. Send results of hearings to NERC and
FERC

Implement compliance responsibilities identified in the approved Canadian Memoranda
of Understanding and/or Implementation Agreements

Provide NPCC Regional input, through participation in appropriate NERC compliance
committees, on policy and implementation issues related to compliance, including the
development of compliance elements for all new or revised NERC Reliability
Standards

Provide required information to NERC on a timely basis including reporting of alleged
violations and confirmed violations

Track the progress of, report status of, and approve mitigation plans

Conduct 2009 Compliance Audit Schedule of an estimated total of 125 Compliance
Audits. The 2009 Audits will be categorized by the scope of the audit based on the
number of requirements for each registered entity contained on the monitored list of
reliability Standards for 2007, 2008 and 2009. Four categories have been established
based on the number of requirements to be audited. In 2009 there are projected to be
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16 “large” on-site audits, 80 “large” off-site audits, 16 “medium” audits and 13 “small”
audits. The estimates for the number of Compliance Audits are also based on the
projected total number of registered entities for each type and the established three-year
cycle for RC, BA, TOP Compliance Audits and the established six-year cycle for all
other registered entity types.

. Conduct spot check program during the year. A spot check can be viewed as a limited
unscheduled off-site compliance audit that will be utilized to verify self certification
submittals that have been done earlier in the year. In 2009 the number of spot checks to
be done is estimated to be 200

e  Assure that NPCC Staff is trained to conduct Compliance Audits

. Maintain Regional Compliance Auditor Training Program, including the
implementation of the “train- the- trainer” function envisioned by the Region. This
function is contingent upon the development, by NERC, of the proper training module.

e  Work with the Training, Education and Operator Certification and Reliability
Readiness Evaluation and Improvement Programs to review and maintain compliance
auditor training requirements

. Provide input to the development of compliance elements within proposed NPCC
Regional Reliability Standards

. Enhance the CDAA to expand its capabilities from both the registered entity
perspective and the NPCC Compliance Staff perspective. Use established CDAA
Users Group to seek input from the user community as to ways to enhance the
application. Provide applicable training to staff personnel to allow for the development
of enhanced compliance program reporting

. Conduct 2009 Compliance Workshops

Funding Requirements — Explanation of Increase (Decrease)

2009 compliance enforcement program funding is driven by additional staffing and the
associated costs of conducting audits and investigations. There are no hearings budgeted for
2009. Funding for any compliance hearings required would be drawn from operating reserves.
The scope of both the on-site and table-top audits has expanded from 2007 to 2008 and will
expand again in 2009. The expansion in scope is mainly due to an increase in the number of
standards that are included in the actively monitored program for each year. In 2007, about 50 of
the FERC-approved standards were included. This number will increase to 83 standards in 2008.
Auditing of the CIP standards will be added to the CMEP in 2009.

Staffing Needs

Hiring Plans

One additional FTE will be hired for 2009 to conduct the responsibilities of implementing
the CMEP, raising the FTE count from the projection of 8 to 9. Training will be required in
order to facilitate consistency and quality of the compliance process.

Shared Employees
Not Applicable.

Contractors
Contract auditors will be utilized for the execution of off-site and on-site Compliance Audits.
The use of independent contractors under the direct supervision of the NPCC Compliance
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Staff continues to be the most cost-effective way to provide the additional specialized
resources needed for investigations, hearings and appeals. For regional consistency and
implementing the guidance provided by NERC, NPCC in the 2009 budget uses the
consultant classification for specific or one-time efforts and the contract classification for
ongoing functions and services. NPCC’s switching costs from one account to the other in its
2009 budget could give the impression of a reduction in consultants and an increase in
contracts. The net impact of viewing contracts and consultants together results in an overall
decrease for 2009 as compared to 2008.
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Compliance Enforcement and Organization Registration and Certification

Program

Funding sources and related expenses for the compliance enforcement and organization
registration and certification section of the 2009 business plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification
2008 Projection

2009 Budget

Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ 1,727,832 $ 1,992,182 $ 264,350 $ 2,095,204 $ 103,022
Membership Dues - - - - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - - - - -
Total Funding $ 1,727,832 $ 1,992,182 $ 264,350 $ 2,095,204 $ 103,022
Expenses
Personnel Expenses
Salaries $ 679,505 $ 755,460 $ 75,955 $ 1,056,603 $ 301,143
Payroll Taxes 47,076 51,605 4,529 62,341 10,736
Benefits 181,183 198,037 16,854 239,144 41,107
Retirement Costs 93,750 96,412 2,662 104,489 8,077
Total Personnel Expenses $ 1,001,513 $ 1,101,513 $ 100,000 $ 1,462,577 $ 361,063
Meeting Expenses
Meetings $ 43,393 $ 43,393 $ $ 45,703 $ 2,310
Travel 174,107 174,107 170,320 (3,787)
Conference Calls 12,054 12,054 12,000 (54)
Total Meeting Expenses $ 229,554 $ 229,554 $ - $ 228,023 $ (1,531)
Operating Expenses
Consultants $ 406,765 $ 571,115 $ 164,350 $ 134,400 $ (436,715)
Contracts 90,000 90,000 - 270,204 180,204
Office Rent - - - -
Office Costs - -
Professional Services -
Computer Purchase & Maint. - -
Furniture & Equipment - -
Miscellaneous -
Depreciation - -
Contingency - - - - -
Total Operating Expenses $ 496,765 $ 661,115 $ 164,350 $ 404,604 $ (256,511)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses $ 1,727,832 $ 1,992,182 $ 264,350 $ 2,095,204 $ 103,022
Change in Assets $ - $ - $ - $ - $ -
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Reliability Readiness Evaluation and Improvement Program

Reliability Readiness Evaluation and Improvement Program Resources
(in whole dollars)

2008 Budget 2008 Projection 2009 Budget
Total FTEs 1 1 0
Total Direct Funding $232,567 $232,567 $0
Total Indirect Funding [1] $195,965 $195,965 $0
Total Funding $428,532 $428,532 $0

For 2009, NERC’s Business Plan and Budget states that the Reliability Readiness Evaluation and
Improvement Program will complete remaining scheduled readiness reviews and close at the end
of the first quarter of 2009. NPCC’s regional entity division includes no budgeting in its 2009
Business Plan and Budget for readiness evaluations within the region. An existing FTE will be
redeployed to the situation awareness program area, thus reducing by 1 FTE previously proposed
additions to the regional entity division. The NERC 2009 Work Plan for completion of the
program includes 12 evaluations. Should any of these 2009 evaluations pertain to registered
entities within NPCC, regional resources necessary to complete the evaluations could come from
budgetary reprioritization or reserves.
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Training, Education, and Operator Certification Program

Training, Education, and Operator Certification Program Resources

(in whole dollars)

2008 Budget 2008 Projection 2009 Budget
Total FTEs 0.5 0.5 0.1
Total Direct Funding $120,770 $120,770 $70,292
Total Indirect Funding [1] $97,982 $97,982 $28,545
Total Funding $218,752 $218,752 $98,837

! Indirect funding is calculated by allocating all administrative services funding to the operational program areas on
a proportional FTE basis. Total 2009 indirect funding includes $7,052 apportioned to the training, education, and
operator certification program area associated with the one-time 2009 office relocation project.

Background

System Operator Certification Program Background and Description

The System Operator Certification Program incorporates a requirement to use continuing
education hours (CE hours) to maintain a credential that is valid for three years. Successfully
passing an examination earns a credential and a certificate that is valid for three years.
Accumulation of the proper number and type of CE hours from NERC-approved learning
activities within that three-year period maintains the validity of that credential for the next three
years. A new certificate is issued indicating the new expiration date.

The program provides that:
1. System operators seeking to obtain a credential must pass an examination to earn the
credential
2. A certificate, valid for three years, will be issued to successful candidates
3. A certified system operator must accumulate a minimum number of CE hours in specific
training topics before their certificate expires to maintain their credential. The minimum
number of CE hours is based on each credential:
a. 200 CE hours for Reliability Operator
b. 160 CE hours for Balancing, Interchange, and Transmission Operator
c. 140 CE hours for Balancing and Interchange Operator
d. 140 CE hours for Transmission Operator

NERC specifies the detailed requirements of training content that is accepted for CE hours.
Examples of these requirements are:

e Training focuses on content and/or implementation of NERC standards
e Training includes simulations (i.e., table-top exercises, training simulators, emergency
drills, practice emergency procedures, restoration, black start, etc.)

Based on the portion of professional/technical staff time and other resources devoted to training,
education, and operator certification, NPCC estimates that it will expend 1 percent of its
resources on this activity.

2009 NPCC Business Plan and Budget 26
Approved — June 24, 2008 and Resubmitted to NERC August 12, 2008



Section A — 2009 NPCC Business Plan

Funding Drivers and Reliability Benefits

Decrease of 0.4 FTEs in 2009
Provide and fund two high-quality continuing education seminars for system operators,
schedulers and dispatchers
o0 System operators and schedulers participating in the Seminars get exposure to
NPCC issues and current industry operations topics, review recent NPCC or
major external disturbances, discuss projected conditions for the coming summer
or winter peak season and participate in “hands on” exercises pertaining to system
operation practices. Seminar attendees also receive CE hours and each Area
utilizes the seminar content by including it in their internal training programs to
provide CE hours to all system operators. Furthermore, the seminars help to
improve system operation coordination through better camaraderie among
operators
Review and revise the curriculum of the training seminars to better emphasize NERC
standards, regional standards and business practices, NPCC wide-area operations and
regionally-specific criteria and procedures
0 Enhance the system operator’s awareness and knowledge of the standards, criteria
and procedures they apply in real time operation
Provide more sharing of new training approaches, exchange of information on internal
methods of system operator selection, training material and training sessions
o0 Enhanced efficiency and cost savings in the training programs in the NPCC Areas

2009 Continuing Education Program Goals and Objectives

Integrate the NERC Continuing Education program into the respective training programs
of the NPCC Balancing Authority Areas (BAAS)

Where achievable, consolidate training among the NPCC BAAs in the development of
course work accredited for Continuing Education Hours

Enhance the semiannual NPCC System Operators Training Seminar to permit accredited
Continuing Education Hours for its participants

Identify NPCC System Operators Training Seminar content that could be incorporated
into the training programs of the NPCC BAAs and, whenever practical, use the content in
those programs

Identify and establish any necessary training requirements which may result from the
entity certification process

Training Program Background and Description

NPCC provides continuing education and training for system operators, schedulers and
dispatchers. In 2009, NPCC will increase the emphasis on training relating to the NERC
Standards, the Regional Standards and Business Practices.

2009 Training Goals and Objectives

NPCC will continue to provide high-quality continuing education seminars for system
operators, schedulers and dispatchers

NPCC will continue to review and revise the curriculum of the seminars as needed, and
will increase the emphasis on training relating to the NERC Standards, the Regional
Standards and Business Practices
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Program Description and Functions Performed

NPCC establishes and coordinates programs for system operator training relating to inter-Area
matters, criteria, terminology, policies and operating instructions. It develops training seminars,
held twice yearly, at which potential operational problems for the coming season are discussed,
internal training methods and techniques are exchanged, the implementation of NPCC policies
are discussed, significant disturbances are reviewed for lessons to be learned and “table-top”
drills and event simulations are conducted to replicate selected operational problems. NPCC also
evaluates and proposes new techniques and training aids as they become available.

Funding Requirements — Explanation of Increase (Decrease)

The NPCC Training Program will require no registration fees for training sessions beginning in
2009. The Dispatcher Training Working Group will support both operator training and NPCC
member training. It will be funded through NPCC.

Staffing Needs

Hiring Plans
There will be a decrease in staff from 0.5 FTEs to 0.1 FTEs.

Shared Employees
There are no shared employees.

Contractors
There are no contractors associated with this program area.
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Training, Education, and Operator Certification Program
Funding sources and related expenses for the training, education, and operator certification
section of the 2009 business plan are shown in the table below.

Statement of Activities
2008 Budget & Projection, and 2009 Budget

Training and Education

2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ 120,770 $ 120,770 $ - $ 70,292 $ (50,478)
Membership Dues - - - - -
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - - -
Total Funding $ 120,770 $ 120,770 $ - $ 70,292 $ (50,478)
Expenses
Personnel Expenses
Salaries $ 71,641 $ 71,641 $ - $ 16,435 $ (55,205)
Payroll Taxes 4,379 4,379 - 922 (3,457)
Benefits 12,079 12,079 - 5,281 (6,798)
Retirement Costs 6,250 6,250 - 21,684 15,434
Total Personnel Expenses $ 94,348 $ 94,348 $ - $ 44,322 $ (50,027)
Meeting Expenses
Meetings $ 2,893 $ 2,893 $ - $ 20,875 $ 17,982
Travel 11,607 11,607 - 4,595 (7,012)
Conference Calls 804 804 - 500 (304)
Total Meeting Expenses $ 15,304 $ 15,304 $ - $ 25,970 $ 10,666
Operating Expenses
Consultants $ 11,118 $ 11,118 $ - $ - $ (11,118)
Contracts - - - - -
Office Rent - - -
Office Costs - - -
Professional Services - - -
Computer Purchase & Maint. - - -
Furniture & Equipment - - -
Miscellaneous - - -
Depreciation - - -
Contingency - - - - -
Total Operating Expenses $ 11,118 $ 11,118 $ - $ - $ (11,118)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses $ 120,770 $ 120,770 $ - $ 70,292 $ (50,478)
Change in Assets $ - $ - $ - $ - $ -
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Reliability Assessment and Performance Analysis Program

Reliability Assessment and Performance Analysis Program Resources

(in whole dollars)

2008 Budget 2008 Projection 2009 Budget
Total FTEs 3.5 3.5 3.9
Total Direct Funding $1,043,610 $1,043,610 $1,446,942
Total Indirect Funding [1] $685,877 $685,877 $1,113,246
Total Funding $1,729,487 $1,729,487 $2,560,188

! Indirect funding is calculated by allocating all administrative services funding to the operational program areas on
a proportional FTE basis. Total 2009 indirect funding includes $275,024 apportioned to the reliability assessment
and performance analysis program area associated with the one-time 2009 office relocation project.

Background

NPCC coordinates operation and planning among the NPCC Areas and NERC to enhance the
reliability of the interconnected bulk power system, including the development of operating
procedures affecting the reliability and operability of interconnected power systems. NPCC has
established the Reliability Coordinating Committee (RCC) as the top technical committee to
integrate the “deliverables” of several NPCC’s programs.

Seasonal assessments of the overall NPCC resource adequacy assessments are performed and
possible actions to mitigate any potential problems are identified. NPCC reviews operations and
disturbances both internal and external to the Region in order to identify any lessons to be
learned and recommends any necessary follow-up actions.

If appropriate, enhancements to Regional Standards or NPCC’s more stringent, regionally
specific reliability requirements are also recommended. NPCC promotes and conducts both inter-
Area and interregional studies to enhance reliability and operational effectiveness, and provides a
forum for the discussion and coordination of operating issues within the NPCC Areas and with
other Regions.

Based on the portion of its professional/technical staff time, and other resources that it expects to
devote to the performance of reliability and adequacy assessments, the analysis of significant
system events on the bulk power system, and to the development of reliability metrics and
benchmarks, NPCC estimates that it will expend 25 percent of its resources on this activity.

Resource Adequacy Assessments Objectives

NPCC, through its Reliability Coordinating Committee (RCC), Task Forces and Working
Groups performs assessments of the future resource adequacy of the Region. Consistent with the
applicable NERC Reliability Standards, these efforts are summarized below:

e Review the adequacy of the NPCC systems to supply load considering forecast demand,
installed and planned supply and demand resources and required reserves in accordance
with the related NPCC reliability directories associated with the Guidelines for Area
Review of Resource Adequacy and the Basic Criteria for the Design and Operation of
Interconnected Power Systems

e Assess the impact of planned the transmission and resource additions or modifications on
NPCC system reliability in accordance with the related NPCC reliability directories

2009 NPCC Business Plan and Budget 30
Approved — June 24, 2008 and Resubmitted to NERC August 12, 2008



Section A — 2009 NPCC Business Plan

associated with the Guidelines for NPCC Transmission Reviews and the Basic Criteria
for the Design and Operation of Interconnected Power Systems

Operations Reliability Objectives
NPCC'’s operations reliability objectives, defined within the scope of the NPCC Task Force on
Coordination of Operation (TFCO) include, but are not confined to:

e Promoting, and providing a forum for, the active coordination of reliability and operation
among the NPCC Areas and NERC Regions to enhance the reliability of the
interconnected Bulk Power System

e Conducting seasonal reviews of the overall reliability of the generation and transmission
systems in NPCC. Reviewing the operational readiness of NPCC and recommending
possible actions to mitigate any potential problems identified for the coming operating
period

e Ensuring the effectiveness of NPCC operations through:

o the review of operations and disturbances and by providing any necessary follow-
up, including the recommendation of remedial or mitigating actions; and
o0 the development of criteria and procedures

e Promoting and sponsoring inter-Area and interregional studies to enhance reliability and
operational effectiveness

e Providing NPCC recommendations for the NERC Operating Committee, its
Subcommittees and Working Groups

Planning Reliability Objectives
NPCC’s planning reliability objectives, defined within the scope of the NPCC Task Force on
Coordination of Planning (TFCP) include, but are not confined to:

e Promoting reliability through the coordination of NPCC Area planning processes and
activities

e Initiating reviews of any NPCC documents in response to lessons learned from major
system events

e Reviewing the adequacy of the NPCC systems to supply load considering forecast
demand, installed and planned supply and demand resources and required reserves

e Coordinating the reliability review of the future NPCC Area plans, including an analysis
of resource and transmission system additions, and the potential inter-Area effects of
special protection systems

e Coordinating the reliability review of proposed new or modified special protection
systems in NPCC

e Encouraging Area planning organizations to initiate inter-Area and interregional studies
where improved reliability may be achievable through joint planning.

e Interfacing with and providing information to the NERC Planning Committee, its
Subcommittees, and Working Groups

e Coordinating NPCC responses to related FERC and regulatory/governmental agencies

e Promoting use of emerging technologies that are not inconsistent with current best
practices

e Reviewing and modifying documents to reflect prudent application of new technologies
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System Protection Reliability Objectives
NPCC’s system protection reliability objectives, defined within the scope of the NPCC Task
Force on System Protection (TFSP) include, but are not confined to:

e Conducting appropriate reviews, modifying existing NPCC documents and submit
reports, as required

e Reviewing and analyzing the performance of protection systems following selected major
power system disturbances and events, inside as well as outside the NPCC region.

e Providing technical advice on protection to NPCC and other groups

e Reviewing and assessing regulatory and industry based documents as they relate to
system protection. Providing technical representation to working groups for review of
such documents. Reviewing and assessing significant protection issues of common
interest or informational value

e Maintaining an effective liaison with North America groups working in the protection
areas

e Exchanging information with other power pools, Regional Reliability Councils, Regional
Transmission Organizations and other industry groups on matters concerned with system
protection

System Studies Reliability Objectives
NPCC’s system studies reliability objectives, defined within the scope of the NPCC Task Force
on System Studies (TFSS) include, but are not confined to:

e Providing for active overall coordination of system studies of the reliability of the
interconnected bulk power system and for the review of related NPCC documents

e Reviewing the list of bulk power system (BPS) elements, in accordance with the
“Classification of Bulk Power System Elements” (currently NPCC Document A-10),
based on material presented by the Areas. Participate in reviews and updates of each
Area’s BPS List

e Reviewing and classifying new and modified Special Protection Systems (SPS) in NPCC.

e Annually reviewing and updating the NPCC SPS List

e Conducting such load flow, transient stability, and other studies as required analyzing the
overall reliability of the planned bulk power transmission systems of NPCC and the
interconnections between NPCC and other regional reliability organizations. As a part of
this effort, analyze potential inter-Area effects of Special Protection Systems.

e Conducting analytical studies as appropriate to support the coordination of system
planning, system operation and system protection in NPCC

e Maintaining, through the SS-37 Working Group, a library of load flow base cases and
associated dynamics data, for use in and support of Area Reviews, overall transmission
assessments, operational studies, inter-Regional studies, etc., coordinating this effort with
the NERC inter-regional base case development process

¢ In conjunction with other NPCC Task Forces, reviewing major system disturbances to
ascertain the adequacy of the interconnected systems. Also, reviewing any associated
recommendations for system modifications and considering the need for changes to
NPCC’s more stringent regionally specific reliability requirements

e ldentifying and recommending improved system study techniques, including, but is not
limited to, the following:

o improved techniques and models for power system simulation
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o improved techniques for power system reliability assessment

e Conducting a periodic review of the adequacy of the NPCC underfrequency load
shedding program

e Annually reviewing and updating a list of NPCC underfrequency load shedding

e Maintaining a listing and monitor status of major transmission and generation projects
within NPCC

e Monitoring the work of industry research and development organizations such as the
IEEE, Canadian Electricity Association, Electric Power Research Institute, CIGRE and
other technical organizations

Funding Drivers and Reliability Benefits
e Addition of 0.4 FTEs in 2009

0 The Northeast benefits from NPCC’s additional support of the following
identified reliability related activities anticipated for 2009:

e Increased support for NERC data requests in 2009 (TADS Phase | & Il and GADS)

0 The Northeast benefits from NPCC’s role as the Regional Entity TADs
coordinator from associated administrative responsibilities including requesting
and follow-up to NERC’s TOs data request; review of the TOs responses for
regional consistency, and coordination of responses for circuits owned by
different TOs. It is anticipated that similar responsibilities/activities will be
expected of the Regional Entities for GADS in 2009. The NERC GADS data is
used as the basis for many of the NPCC and NPCC Area probabilistic resource
adequacy assessments

e Participation in the expanded scope of the NERC Data Collection Working Group
activities in 2009
0 The Northeast benefits by NPCC’s:

= providing improvements to the current NERC Reliability Assessment
Subcommittee Data Collection efforts that make sense given the markets
operating in the northeast

= working with NERC and EIA on forthcoming changes related to the
Presidential Permitting process for Canadian/Mexico to US
interconnections

= supporting FERC Demand-Side Management data collection efforts
building upon the mechanisms already in-place in the northeast, rather
than creating conflicting requirements ‘from scratch’

= leading the effort in demonstrating risk assessment approaches to capacity
margin analysis that support, not conflict with NPCC regional resource
adequacy assessments

e Increased involvement required by the NERC Reliability Assessment Subcommittee
2009 Long Term Reliability Assessment (new requirement for Scenario Analysis in
2009). This will include some participation in a coordinated effort among most of the
Regions in the Eastern Interconnection

o Through both provincial initiatives within Canada together with legislation in
New York and several of the New England states, NPCC as a Region will fall
within the parameters defined for the 2008 RAS Long-Term Reliability
Assessment “Scenario #1: Accelerated Renewable Integration.” As defined by
the constraints of this assessment, the ability of NPCC to accommodate 15% of its
annual energy projections for the ten-year study period from new sources of
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renewable energy will be examined. As further stipulated, a maximum of 5% of
the energy needs will be achieved through various energy efficiency initiatives.
The Northeast benefits from NPCC’s coordination of the New York ISO and the
ISO New England Inc. participation in the Joint Coordinated System Plan,
(proposed along with the Midwest ISO, PJM, SPP, MAPP and TVA) with the
inclusion of the three NPCC Canadian entities into the Joint ISO Planning
Committee (JIPC) analysis of renewables. As part of its current collaborative
efforts, the JIPC group is assessing globally the challenges of integrating
renewable resources in the Eastern Interconnection. The results of these studies
will be used to:
= identify the percentage energy contributions of renewable energy;
= estimate the reduction in system demand realized from the implementation
of DSM programs and energy efficiency initiatives; and
= examine the capability of the projected transmission system to support the
expected concentration of new renewable resources

Improving system modeling tools and data: validating the reactive power, load power
factor, and voltage profile data in the NPCC library power flow cases, pursuant to NERC
BOT Blackout Recommendation #14 (Model Data Verification): NPCC developed a
three - step plan: 1) compile existing NPCC and Area procedures regarding validation of
models used in power flow and stability analyses; 2) review and assess the adequacy of
the existing procedures; 3) if necessary, recommend new procedures considered
necessary to provide for adequate model validation

0 The Northeast benefits from NPCC’s participation in these activities that directly

support the follow-up analysis to ensure that future assessments of the
Underfrequency Load Shedding (UFLS) Program include: a) sensitivity studies to
examine the impact of unexpected load or generation loss near the electrical
center of unstable swings during island formation; b) simulation of island
formation across Area and regional boundaries and modeling more severe
conditions including modeling of initiating disturbances and non-coincident
tripping of circuits across the island boundary; c) the impact of low voltages on
UFLS relay performance including under-voltage supervision and accuracy of
frequency measurements; and d) identification of large load areas within NPCC
that are frequently deficient in generation by more than 25% and that are
susceptible to islanding and assessment of the performance of such islands

Expanded efforts of the Eastern Interconnection Reliability Assessment Group (ERAG)
The Northeast benefits from NPCC’s participation in the ERAG interregional steady
state system assessment studies for seasonal and future considerations by:

= satisfying requirements in the NERC TPL standard

= improving steady state and dynamic simulation models for regional,
interregional and system disturbance analysis studies

= analyzing system disturbances and operating tool failures for lessons
learned

2009 Operations Reliability Goals and Objectives
NPCC’s operations reliability goals and objectives, as identified by the 2008-2009 Work Plan of
the NPCC Task Force on Coordination of Operation (TFCO) include, but are not confined to:
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e Conducting seasonal reviews of the overall reliability of the generation and transmission
systems in NPCC, and coordinate these efforts with parallel assessments conducted by
the NPCC Task Force on Coordination of Planning (TFCP) and by NERC. Reviewing
the operational readiness of NPCC and recommend possible actions to mitigate any
potential problems identified for each operating period

e Facilitating the effectiveness of NPCC operations through the review of operations and
system disturbances and by providing any necessary follow-up, including the
recommendation of remedial or mitigating actions

e Facilitating the reliable operational integration of new bulk power system facilities.

e Promoting and sponsor inter-Reliability Coordinator area and interregional studies to
enhance reliability and operational effectiveness

e Providing coordination of operating issues with other NPCC Task Forces and other
Regions

e Assessing the potential impact of wind energy penetration on control performance

e Identifying metering requirements for loads that provide ancillary services

e Conducting and coordinating Regional pre-operational readiness evaluations in
preparation for NERC certification of functional entities

2009 Planning Reliability Goals and Objectives
NPCC’s 2009 planning reliability goals and objectives, as identified by the 2008 - 2009 Work
Plan of the NPCC Task Force on Coordination of Planning include, but are not confined to:

2003 Blackout Recommendations
e Completing any outstanding 2003 Blackout Recommendation follow-up analyses,
including any further Blackout Recommendation activities as they are developed by the
NERC Blackout Recommendation Task Force (BRTF) or NPCC
e Evaluating Under-Voltage Load Shedding (UVLS) applicability and capability within
NPCC. Coordinate to ensure that further UVLS analysis beyond the initial
feasibility/screening study is completed according to schedules

System Protection

e Evaluating system protection and control to address the limiting propagation of a
cascading failure

e Defining and determining the requirements for synchronized reserve

e Coordinating, monitoring, reviewing, and making recommendations on proposed or
modified NPCC Special Protection Systems

e Monitoring the actions of the NERC Transmission Issues Subcommittee (TIS) in the area
of system protection and control

Facilitating Wide-Area Planning
e Supporting the Joint ISO/RTO Planning Committee activities, including implementation
of the Northeast Planning Protocol, and performing interconnection reliability analyses,
as required
e Following the U.S. Department of Energy (DOE) Eastern Interconnect Phasor Project
e Participating in the DOE Congestion Study and designation of National Interest Electric
Transmission Corridors
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Resource Adequacy

Reviewing the adequacy of the NPCC systems to supply load considering forecast
demand, installed and planned supply and demand resources and required reserves
Performing pre-seasonal Multi-Area Probabilistic Reliability Assessments of the NPCC
area

Identifying potential reliability impacts associated with existing and proposed NPCC
Area and neighboring Regions market mechanisms, and providing Regional liaison with
NERC/NAESB goals, objectives and activities

Ensuring coordination and submittal of data and assumptions for conducting NPCC and
NERC reliability assessments through participation on the NERC Data Collection
Working Group

Participating in surveys and monitoring the activities of the NERC Resource Issues
Subcommittee (RIS)

Performing the scenario analyses required as part of the NERC Reliability Assessment
Subcommittee (RAS) 2009 Long Term Resource Assessment (LTRA)

2009 System Protection Reliability Goals and Objectives
NPCC’s system protection reliability objectives, as defined by the 2008 — 2009 Work Plan of the
NPCC Task Force on System Protection (TFSP) include, but are not confined to:

System Protection Assessments

Reviewing and analyzing the performance of protection systems following selected major
power system disturbances and events, inside as well as outside NPCC

Reviewing and assessing regulatory and industry based documents as they relate to
system protection. Providing technical representation to working groups for review of
such documents

Identifying the need for special studies and new documents, recommend action to the
RCC, and performing special assignments and studies as directed or authorized
Assessing proposed protection systems and special protection systems in NPCC

Information Exchange

Maintaining an effective liaison with the NERC System Protection & Control Task Force
Exchanging information with Independent System Operators, power pools, Regional
Entities, Regional Reliability Organizations, Regional Transmission Organizations and
other industry groups on matters concerned with system protection

Providing technical advice on protection issues to NPCC and coordinating with other
Task Forces on the application of Intelligent Electronic Devices (IEDs) that include
functions related to energy management systems in addition to their protective functions,
in order to safeguard the integrity of the protective functions

Reviewing and assessing significant protection issues of common interest or
informational value
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Maintenance Evaluation
e Collecting data relative to Bulk Power System maintenance practices to evaluate
protection system maintenance costs and the impact on Bulk Power System performance.
This data will be used to optimize protection system maintenance requirements

2009 System Studies Reliability Goals and Objectives
NPCC'’s system studies reliability goals and objectives, as identified in the 2008 — 2009 Work
Plan of the NPCC Task Force on System Studies (TFSS) include, but are not confined to:

Reliability Assessments

e Conducting Area Transmission Reviews, based on material presented by the Areas, to
assess the impact of planned transmission and resource additions or modifications on
system reliability. Through the Area transmission reviews, re-evaluate the performance
and classification of existing SPS sand Dynamic Control Systems

e Reviewing and classifying new and modified Special Protection Systems (SPS), in
NPCC. Annually reviewing and updating the NPCC SPS list

e Reviewing and approving changes to Area’s lists of Bulk Power System (BPS) elements,
in accordance with the “Classification of Bulk Power System Elements” (currently NPCC
Document A-10). Annually reviewing and updating of the NPCC BPS list

e Performing the NPCC Overall Transmission Study to evaluate the steady state and
dynamic performance of the NPCC Region, including the calculation of Inter-Area
transfer capabilities and extreme contingency performance

e Conducting annual reviews and updates of the NPCC library of power flow base cases
and associated dynamics data, for use in and support of planning studies, operating
studies, and reliability assessments, and coordinating this effort with the NERC
interregional base case development process through the MMWG

e Conducting such load flow, transient stability, and other studies as required analyzing the
overall reliability of the planned bulk power transmission systems of NPCC and the
interconnections between NPCC and other regional entities. As a part of this effort,
analyzing potential inter-Area effects of Special Protection Systems

e Maintaining a listing and monitoring the status of existing and proposed major
transmission and generation projects within NPCC; annually updating the NPCC Electric
System Map, including interconnections with adjacent regions for the existing facilities

Blackout 2003 Follow-up Analysis

e Investigating specific protection system changes on NPCC interfaces whose performance
proved to be critical during the Blackout sequence of events

e Completing Task 5 of the TFSS August 14, 2003 Northeast Blackout Study Plan,
evaluating various possible mitigation measures to improve the ability of the NPCC
member systems to withstand a major system disturbance originating from a wide range
of initiating conditions

e Making improvements in modeling tools and data: validate the reactive power, load
power factor, and voltage profile data in the NPCC library power flow cases. Surveying
methods available now to create accurate power flow models based on actual operating
data, reviewing initiatives underway by NERC, determining how much effort would be
required to develop a common approach within NPCC and identifying its associated costs

e Reviewing past industry efforts to study dynamic load behavior, and contact technical
experts within the industry to benefit from their research. Focusing on load behavior
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during large frequency and voltage excursions and the ability to model when load is
tripped. Recommending whether to develop improved models for use in analysis of
major disturbances or to develop appropriate models at the time of analyzing a
disturbance

Funding Requirements — Explanation of Increase (Decrease)
For the Reliability Assessment and Performance Analysis Program, the increase from 3.5 FTES
in 2008 to 3.9 FTEs in 2009 is driven primarily by:

e Increased support for NERC data requests in 2009 (TADS Phase | & Il, GADS, possible
DADS (Demand-Side Availability Data)

e Participation in the expand scope of the NERC Data Collection Working Group activities
in 2009

e Increased involvement required by the NERC Reliability Assessment Subcommittee
2009 Long Term Reliability Assessment (new requirement for Scenario Analysis in
2009)

e Improving system modeling tools and data: validating the reactive power, load power
factor, and voltage profile data in the NPCC library power flow cases

Staffing Needs

Hiring Plans
Increase from 3.5 FTEs in 2008 to 3.9 FTEs in 2009

Shared Employees
None
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Reliability Assessment and Performance Analysis Program
Funding sources and related expenses for the reliability assessment and performance analysis
section of the 2009 business plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis

2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ 1,043,610 $ 1,043,610 $ - $ 1,446,942 $ 403,332
Membership Dues - - - - -
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - - -
Total Funding $ 1,043,610 $ 1,043,610 $ - $ 1,446,942 $ 403,332
Expenses
Personnel Expenses
Salaries $ 432,523 $ 432,523 $ - $ 642,840 $ 210,317
Payroll Taxes 27,836 27,836 - 35,980 8,144
Benefits 84,552 84,552 - 147,908 63,356
Retirement Costs 43,750 43,750 - 100,110 56,360
Total Personnel Expenses $ 588,661 $ 588,661 $ - $ 926,838 $ 338,177
Meeting Expenses
Meetings $ 20,250 $ 20,250 $ - $ 42,406 $ 22,156
Travel 81,250 81,250 - 162,271 81,021
Conference Calls 5,625 5,625 - 28,489 22,864
Total Meeting Expenses $ 107,125 $ 107,125 $ - $ 233,166 $ 126,041
Operating Expenses
Consultants $ 247,824 $ 247,824 $ - $ 15,600 $ (232,224)
Contracts 100,000 100,000 - 271,338 171,338
Office Rent - - - - -
Office Costs - - -
Professional Services - - -
Computer Purchase & Maint. - - -
Furniture & Equipment - - -
Miscellaneous - - -
Depreciation - - -
Contingency - - - - -
Total Operating Expenses $ 347,824 $ 347,824 $ - $ 286,938 $ (60,886)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses $ 1,043,610 $ 1,043,610 $ - $ 1,446,942 $ 403,332
Change in Assets $ - $ - $ - $ - $ -
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Situation Awareness and Infrastructure Security Program

Situation Awareness and Infrastructure Security Program Resources
(in whole dollars)

2008 Budget 2008 Projection 2009 Budget
Total FTEs 1 1 2
Total Direct Funding $263,328 $263,327 $541,168
Total Indirect Funding [1] $195,965 $195,965 $570,895
Total Funding $459,292 $459,292 $1,112,063

! Indirect funding is calculated by allocating all administrative services funding to the operational program areas on
a proportional FTE basis. Total 2009 indirect funding includes $141,038 apportioned to the situation awareness and
infrastructure security program area associated with the one-time 2009 office relocation project.

Background

The Situation Awareness and Infrastructure Security Program is the combination of near real
time awareness of conditions on the bulk power system with the programs necessary to increase
the physical and cyber security of the electricity infrastructure. This includes the operation and
maintenance of tools and other support services for the benefit of reliability coordinators and
other system operators. Maintaining the real-time awareness of conditions on the interconnected
bulk power systems of the NPCC Areas (including awareness of abnormal events,
communicating information concerning system conditions and abnormal events to, and
facilitating real-time communications among, system operators responsible for the reliable
operation of the bulk power systems) is critical to maintaining reliable operation within NPCC.

On an ongoing basis, NPCC monitors the operational status of the bulk power system and
coordinates normal and pre-emergency communication, awareness and assistance in addition to
the same during an emergency among the Areas. The industry is notified of significant bulk
power system events that have occurred in one Area, and which have the potential to impact
reliability in other NPCC Areas or Regions external to NPCC. These events include
contingencies on the bulk power system, potential shortfalls of operating reserve, operating
problems, potential security threats and potential threats or disruptions to the cyber systems of
the Areas.

To assist in the evaluation of emerging tools to better identify evolving system conditions, NPCC
actively coordinates the utilization of existing operational aids, and the implementation of new
operational aids, including the Area Control Error (ACE) and Frequency Monitoring System: the
NERC Hotline; Real-time Flows; the System Data Exchange (SDX); the Reliability Coordinator
Information System (RCIS); the Transmission Services Information Network (TSIN); the
Interchange Distribution Calculator (IDC); the interregional Security Network (ISN); and the
Central Repository for Security Events (CRC).

Based on the portion of its professional/technical staff time, and other resources that it expects to
devote to the Situation Awareness and Infrastructure Security Program activities and functions,
NPCC estimates that it will expend 11 percent of its resources on this activity.

2009 NPCC Business Plan and Budget 40
Approved — June 24, 2008 and Resubmitted to NERC August 12, 2008



Section A — 2009 NPCC Business Plan

Program Description and Functions Performed

System Operations Security Objectives
NPCC’s system operations security objectives are defined within the scope of the NPCC Task
Force on Coordination of Operation, (TFCO) and include, but are not confined to:

e Coordinating interregional pre-emergency actions in the event of a threat to the security
of the Northeastern North American bulk power supply system

e Assisting in the development of real time operating tools assuring cyber security concerns
are addressed

Critical Infrastructure Objectives
NPCC’s critical infrastructure objectives are defined within the scope of the NPCC Task Force
on Infrastructure Security & Technology, (TFIST) and include, but are not confined to:

e Providing a forum for NPCC review of proposed and posted documents from the NERC
Critical Infrastructure Protection Committee (CIPC)

e Representing and advocating NPCC’s position in the activities of NERC groups involved
in the development and/or implementation of physical and cyber security

Funding Drivers and Reliability Benefits
e Reallocation of existing FTE represents the addition of 1 FTE in 2009

0 The Northeast benefits from NPCC’s enhanced ability to identify the wide area

view among the NPCC Members
e Increased requirements for collection and dissemination of data to support increased
situation awareness

0 NPCC opposes the NERC proposal for a 24/7 Situation Awareness room which
will duplicate functions of the Reliability Coordinators in the Region. In its place,
the Regions are proposing a posting of daily operational parameters to satisfy all
regulatory reporting needs

e Implementation of FERC Order 706 (Cyber Security Standard)

0 The Northeast benefits from NPCC’s preparation of comments and input to each
posted SAR / Standard addressing cyber security, ensuring that the unique
concerns of the Canadian and US Members of NPCC are reflected

o] Support the five Working Groups associated with the Task Force on
Infrastructure Security and Technology (TFIST): The Northeast and the Members
of NPCC benefit from the exchange of current information, the identification of
problem areas and the knowledge shared by these Working Groups

e Provide NPCC Reliability Coordinator information on daily projected system conditions
and provide support in the development of tools to display real time information on
power system conditions

o Satisfies FERC’s request for short term and near real time system conditions
information to indicate status of the power system and provide an indication of
operating problems
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2009 Operational Situation Awareness Goals and Objectives

NPCC’s 2009 operational situation awareness goals and objectives, as identified by the 2008 —
2009 Work Plan of the NPCC Task Force on Coordination of Planning, (TFCO) include, but are
not confined to:

Direct Voice Communications Among All NPCC Reliability Coordinators

Weekly Area Coordination Conference Calls

Each week conference calls of the operations management personnel are initiated by
NPCC to discuss operations expected, and identify possible concerns, during the
forthcoming ten-day period (weekend and week following)

Daily Area Control Room Coordination Conference Calls

Each morning, the NPCC Reliability Coordinator control rooms also take part in a
regularly scheduled conference call. The goal of this call is to alert all neighboring
Reliability Coordinators of any potential emerging problems which could lead to
reliability concerns in the course of the day’s operations. Subjects for discussion are
limited to credible events which could impact the ability of a Reliability Coordinator to
serve its load and meet its operating reserve obligations, or which would impose a burden
to the neighboring NPCC Areas or the Eastern Interconnection

Emergency Preparedness Conference Call

The NPCC Emergency Preparedness Conference Call augments the regularly scheduled
weekly and daily Area_coordination conference call process to enable the Operations
Managers in NPCC, and, as required, their counterparts in neighboring Regions, to
rapidly communicate the status of current operating conditions and facilitate the
procurement of assistance during, or in anticipation of, emergency conditions.

Area Control Room Coordination Conference Calls

The senior shift supervisor of each of the NPCC Reliability Coordinator control rooms
also takes part in a regularly scheduled conference call. The goal of this call is to alert all
neighboring Reliability Coordinators of any potential emerging problems. Subjects for
discussion are limited to credible events which could impact the ability of a Reliability
Coordinator to serve its load and meet its operating reserve obligations, or which would
impose a burden to the Interconnection.

2009 Critical Infrastructure Goals and Objectives

NPCC’s 2009 critical infrastructure goals and objectives, as identified by the 2008 — 2009 Work
Plan of the NPCC Task Force on Infrastructure Security & Technology, (TFIST) include, but are
not confined to:

Participating in the NERC Regional CIPC Liaison Task Force, to provide NPCC input
into the process whereby future Department of Homeland Security (DHS) notifications
are disseminated to the industry

Annually reviewing infrastructure security & technologies and providing
recommendations, when appropriate, to the RCC to enhance physical and cyber security
in compliance with NERC guidelines/standards

Reviewing of NPCC’s information protection in order to be consistent with the
requirements of the NERC Cyber Security Standards

Addressing timely issues and updating member system personnel associated with the
provision of on-line computer systems for operation of the power system, through the
activities of the IST-1 (Infrastructure Security & Technology Workshop) Working Group
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Providing a forum to identify, discuss and advance the technology of telecommunications
infrastructure for the reliable operation of the NPCC Inc. Bulk Power System while also
supporting TFIST in their work on issues related to telecommunications, through the
activities of the IST-2 (Telecommunications) Working Group

Providing a forum to identify, discuss and advance the EMS-SCADA technology of
EMS-SCADA for the reliable operation of the NPCC Bulk Power System while also
supporting TFIST in their work on issues related to EMS-SCADA, through the activities
of the IST-3 (EMS-SCADA) Working Group

Providing a forum to identify, discuss and advance the cyber security for the reliable
operation of the NPCC Bulk Power System while also supporting TFIST in their work on
issues related to cyber security, through the activities of the 1IST-4 (Cyber Security)
Working Group

Providing a forum to identify, discuss and advance the use physical security for the
reliable operation of the NPCC Bulk Power System while also supporting TFIST in their
work on issues related to physical security, through the activities of the IST-5 (Physical
Security) Working Group

Funding Requirements — Explanation of Increase (Decrease)

For the Infrastructure Security portion of this Program, the main drivers for the increase
anticipated for 2009 are the additional effort required for implementation of FERC Order 706
(Cyber Security Standard) and the support of all five of the TFIST Working Groups.

Although NPCC has no “Critical Assets’ per se, TFIST has recommended that NPCC protect
information identified as “sensitive’ by its members according to the Cyber Security Standards
information protection requirements.

Staffing Needs
For the Situation Awareness and Infrastructure Security Program, the increase from 1 FTE in
2008 to 2 FTE in 2009 is driven primarily by:

All five TFIST Working Groups will be active and meeting regularly in 2009 (only IST-1
& IST-2 are active in 2008)

Additional effort required for implementation of FERC Order 706 (Cyber Security
Standard), including participation the NERC Cyber Security SAR in response to the
FERC Order
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Situation Awareness and Infrastructure Security Program
Funding sources and related expenses for the situation awareness and infrastructure security
section of the 2009 business plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Situation Awareness and Infrastructure Security

2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ 263,327 $ 263,327 $ - $ 541,168 $ 277,841
Membership Dues - - - - -
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - - -
Total Funding $ 263,327 $ 263,327 $ - $ 541,168 $ 277,841
Expenses
Personnel Expenses
Salaries $ 142,582 $ 142,582 $ - $ 349,708 $ 207,127
Payroll Taxes 8,746 8,746 - 18,742 9,996
Benefits 24,158 24,158 - 37,532 13,375
Retirement Costs 12,500 12,500 - 55,732 43,232
Total Personnel Expenses $ 187,985 $ 187,985 $ - $ 461,715 $ 273,730
Meeting Expenses
Meetings $ 5,786 $ 5,786 $ - $ 13,751 $ 7,965
Travel 23,214 23,214 - 31,811 8,597
Conference Calls 1,607 1,607 - 2,840 1,233
Total Meeting Expenses $ 30,607 $ 30,607 $ - $ 48,402 $ 17,795
Operating Expenses
Consultants $ 22,235 $ 22,235 $ - $ - $ (22,235)
Contracts 22,500 22,500 - 31,051 8,551
Office Rent - - - - -
Office Costs - - -
Professional Services - - -
Computer Purchase & Maint. - - -
Furniture & Equipment - - -
Miscellaneous - - -
Depreciation - - -
Contingency - - - - -
Total Operating Expenses $ 44,735 $ 44,735 $ - $ 31,051 $ (13,684)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses $ 263,327 $ 263,327 $ - $ 541,168 $ 277,841
Change in Assets $ - $ - $ - $ - $ -
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Administrative Services

Administrative Services Resources
(in whole dollars)

2008 Budget 2008 Projection 2009 Budget
Total FTEs 8.2 8.2 9.2
Total Indirect Funding [1] $3,331,402 $3,331,402 $5,138,059

! Represents the sum of the indirect costs associated with all of the previously identified program areas. Total 2009
administrative services funding includes $1,269,339 associated with the one-time 2009 office relocation project.

Introduction

Administrative services support the previously identified six program areas of: reliability
standards; compliance monitoring and enforcement and organization registration and
certification; reliability readiness evaluation and improvement; training, education, and operator
certification; reliability assessment and performance analysis; and situation awareness and
infrastructure security. Administrative services consist of: technical committees and members’
forums; general and administrative; legal and regulatory; information technology; and human
resources.

Technical Committees and Members’ Forums

Background

The success of the NPCC programs depends on the active and direct volunteerism and
participation of its members. The stakeholders are the source of expertise in the industry. To
promote the reliable and efficient operation of the interconnected bulk power systems in
Northeastern North America, NPCC invites high level policy makers from Federal, Provincial
and State regulatory and/or governmental authorities and senior executives within NPCC and
NERC to identify and discuss emerging issues related to the reliability of the NPCC Region.

2009 Members’ Forums Goals and Objectives

The 2009 NPCC General Meeting provides an opportunity for NPCC Members to meet high
level policy makers from Federal, Provincial and State regulatory and/or governmental
authorities and senior NERC and NPCC executives to discuss topics related to the reliable
planning and operation of the power system, including consideration of emerging reliability,
critical infrastructure and environmental issues.

2009 Public Information Committee Goals and Objectives

The objective of the NPCC Public Information Committee is to highlight and summarize NPCC
activities and accomplishments in the past year, disseminate and coordinate the appropriate
release of information to the media, respond to related requests for information, and coordinate
with related NPCC Area, NERC media and public information activities. Activities anticipated
for 2009 include, but are not limited to:

e Conducting the 2009 Media Event — release of the 2009 Summer NPCC Reliability
Assessment(s)
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Developing the NPCC 2009 Summer and Winter Reliability Outlooks
Compiling the 2009 NPCC Statistical Brochure
Preparing the 2009 NPCC Year-In-Review
Updating the 2009 NPCC Primer
Participation in NERC 2009 communication initiatives:
= Monthly Regional communications teleconferences
= Development of Compliance background information (FAQ) and sample
press releases
= Preparation of NERC Standards background information and outreach to
Registered Entities
= Coordination of Emergency or “Blackout” communications plans
= Joint face-to-face meetings with other related NERC groups (i.e., situation
awareness group, Reliability Assessment Subcommittee, etc.)

Funding Requirements — Explanation of Increase (Decrease)
For the Public Information portion of this Program, participation in the additional NERC
communications initiatives planned for 2009 drives the increase over the 2008 Budget.

Staffing Needs

Personnel Requirements
There will be an increase in staff from 0.3 to 0.5 FTEs and a realignment of staff and
corresponding salary levels resulting in a decrease in total personnel expenses.

Shared Employees
Not Applicable.

Contractors
Any consultant or contractor expenses are included in general and administrative.
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Technical Committees and Member Forums
Funding sources and related expenses for the Technical Committees and Members’ Forums
section of the 2009 business plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums
2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments $ 71,417 $ 71,417 $ - $ 57,037 $ (14,379)
Membership Dues - - - - _
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - - R
Total Funding $ 71,417 $ 71,417 $ - $ 57,037 $ (14,379)

Expenses
Personnel Expenses
Salaries $ 57,563 $ 57,563 $ - $ 31,701 $ (25,863)
Payroll Taxes 2,856 2,856 - 2,490 (367)
Benefits 7,247 7,247 - 13,180 5,932
Retirement Costs 3,750 3,750 - 9,667 5,917
Total Personnel Expenses $ 71,417 $ 71,417 $ - $ 57,037 $ (14,379)

Meeting Expenses

Meetings $ - $ - $ - $ - $

Travel - - - R

Conference Calls - - - - R
Total Meeting Expenses $ - $ - $ - $ - $ -

Operating Expenses

Consultants $ - $ - $ - $ - $

Contracts - - - -

Office Rent - - -

Office Costs - - -

Professional Services - - -

Computer Purchase & Maint. - - -

Furniture & Equipment - - -

Miscellaneous - - -

Depreciation - - -

Contingency - - - - -
Total Operating Expenses $ - $ - $ - $ - $ -

Other Non-Operating Expenses $ - $ - $ - $ - $ -

Total Expenses $ 71,417 $ 71,417 $ - $ 57,037 $ (14,379)

Change in Assets $ - $ - $ - $ - $ -
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General and Administrative

Background
The NPCC general and administrative function provides executive management of the
corporation, management of the NPCC office, and other administrative support programs.

Funding Requirements — Explanation of Increase (Decrease)

As previously noted, $1,269,339 of the increase is the regional entity division portion of the one
time cost of approximately $1.4 million associated with a required May, 2009 relocation,
coincident with license agreement expiration, execution of a new lease and a standard office
space build out for NPCC offices within New York City. This one time cost is apportioned to
the general and administrative function.

Staffing Needs

Hiring Plans
There will be no change in staffing for the general and administrative function.

Shared Employees
Not Applicable.

Contractors
All consultant and contractor expenses associated with administrative services are
included here.
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General and Administrative
Funding sources and related expenses for the general and administrative section of the 2009
business plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

General and Administrative

2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ 2,793,199 $ 2,793,199 $ - $ 3,592,945 $ 799,746
Membership Dues - - - - -
Testing Fees - - - - -
Services & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding $ 2,793,199 $ 2,793,199 $ - $ 3,592,945 $ 799,746
Expenses
Personnel Expenses
Salaries $ 594,072 $ 594,072 $ - $ 701,179 $ 107,107
Payroll Taxes 21,694 21,694 - 22,891 1,197
Benefits 89,383 89,383 - 137,164 47,780
Retirement Costs 46,250 46,250 - 117,982 71,732
Total Personnel Expenses $ 751,400 $ 751,400 $ - $ 979,216 $ 227,816
Meeting Expenses
Meetings $ 47,443  $ 47,443  $ - $ 37951 $ (9,492)
Travel 190,357 190,357 - 270,249 79,892
Conference Calls 13,179 13,179 - 2,256 (10,923)
Total Meeting Expenses $ 250,979 $ 250,979 $ - $ 310,456 $ 59,477
Operating Expenses
Consultants $ 90,000 $ 90,000 $ - $ 20,400 $ (69,600)
Contracts 55,800 55,800 - 125,407 69,607
Office Rent 297,000 297,000 - 554,683 257,683
Office Costs 336,870 336,870 - 267,060 (69,810)
Professional Services 686,700 686,700 - 89,362 (597,338)
Computer Purchase & Maint. 9,000 9,000 - 278,915 269,915
Furniture & Equipment 4,500 4,500 - 788,515 784,015
Miscellaneous - - - 27,300 27,300
Depreciation 21,150 21,150 - - (21,150)
Contingency 289,800 289,800 - - (289,800)
Total Operating Expenses $ 1,790,820 $ 1,790,820 $ - $ 2,151,643 $ 360,823
Other Non-Operating Expenses $ - $ - $ - $ 151,630 $ 151,630
Total Expenses $ 2,793,199 $ 2,793,199 $ - $ 3,592,945 $ 799,746
Change in Assets $ - $ - $ - $ - $ -
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Legal and Regulatory

Background

NPCC'’s professional legal services provide counsel to the President and CEO, Board of
Directors, Vice President and COO, Treasurer and staff on legal and regulatory matters including
corporate law, code of conduct, confidentiality, governance, employment law and other areas
affecting NPCC. Outside counsel reviews items filed with governmental agencies for legal
sufficiency; maintains relationships with U.S. and Canadian jurisdictions, and provides contract
review.

2009 Goals and Objective

e Assure continuing recognition of NPCC as a cross-border regional entity

e Obtain regulatory approvals for new and revised regional reliability standards on a timely
basis

e Process all appeals of compliance actions in an effective and efficient manner

e Liaison with the appropriate U.S. and Canadian regulatory and/or governmental
authorities regarding responses/filings to related governmental and/or regulatory
directives/orders

e Liaison with federal, State and Provincial governmental and/or regulatory authorities

Staffing Needs

Hiring Plans
Not Applicable.

Shared Employees
Not Applicable.

Contractors
Expenses associated with NPCC’s professional legal services are included.
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Legal and Regulatory
Funding sources and related expenses for the legal and regulatory section of the 2009 business
plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Legal and Regulatory
2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments $ - $ - $ - $ 546,000 $ 546,000
Membership Dues - - - - -
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - - R
Total Funding $ - $ - $ - $ 546,000 $ 546,000

Expenses
Personnel Expenses
Salaries $ - $ - $ - $ - $
Payroll Taxes - - - -
Benefits - - -
Retirement Costs - - -
Total Personnel Expenses $ - $ - $ - $ - $ -

Meeting Expenses

Meetings $ - $ - $ - $ - $

Travel - - - R

Conference Calls - - - - R
Total Meeting Expenses $ - $ - $ - $ - $ -

Operating Expenses
Consultants $ - $ - $ - $ - $
Contracts - - - -
Office Rent - - -
Office Costs - - - - -
Professional Services - - - 546,000 546,000
Computer Purchase & Maint. - - - - -
Furniture & Equipment - - -
Miscellaneous - - -
Depreciation - -
Contingency - - - - -
Total Operating Expenses $ - $ - $ - $ 546,000 $ 546,000

Other Non-Operating Expenses $ - $ - $ - $ - $ -

Total Expenses $ - $ - $ - $ 546,000 $ 546,000

Change in Assets $ - $ - $ - $ - $ -
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Information Technology

Background

NPCC’s Information Technology services ensure information assets and the environment in
which they operate are secure. NPCC maintains a backup site for continuity of essential
operations in the event that its primary location is unavailable.

2009 Goals and Objectives

Responsibilities encompass a variety of complex technical, administrative, and supervisory work
in the development, installation, and maintenance of information technology systems. IT goals
include, but are not limited to:

Create an information security program aimed at reducing breach of security risks
Determine long-term software and systems needs and hardware acquisitions
Develop and implement information security standards and procedures

Ensure all information systems are functional and secure, and that all applications
running on those systems meet business requirements for performance, availability, and
security

Plan and implement organization-wide information systems, services, and network
facilities, including local area networks, wide-area networks, and peripheral systems

Staffing Needs

Personnel Requirements
There will be an increase in staff from 1.8 to 2.0 FTEs to support 2009 Goals and
Obijectives.

Shared Employees
Not Applicable.

Contractors
Any consultant or contractor expenses are included in general and administrative.
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Information Technology
Funding sources and related expenses for the information technology section of the 2009
business plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Information Technology
2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments $ 264,368 $ 264,368 $ - $ 388,351 $ 123,983
Membership Dues - - - - -
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - - R
Total Funding $ 264,368 $ 264,368 $ - $ 388,351 $ 123,983

Expenses
Personnel Expenses
Salaries $ 184,410 $ 184,410 $ - $ 252,432 $ 68,021
Payroll Taxes 13,974 13,974 - 17,332 3,358
Benefits 43,484 43,484 - 76,526 33,042
Retirement Costs 22,500 22,500 - 42,062 19,562
Total Personnel Expenses $ 264,368 $ 264,368 $ - $ 388,351 $ 123,983

Meeting Expenses

Meetings $ - $ - $ - $ - $

Travel - - - R

Conference Calls - - - - R
Total Meeting Expenses $ - $ - $ - $ - $ -

Operating Expenses

Consultants $ - $ - $ - $ - $

Contracts - - - -

Office Rent - - -

Office Costs - - -

Professional Services - - -

Computer Purchase & Maint. - - -

Furniture & Equipment - - -

Miscellaneous - - -

Depreciation - - -

Contingency - - - - -
Total Operating Expenses $ - $ - $ - $ - $ -

Other Non-Operating Expenses $ - $ - $ - $ - $ -

Total Expenses $ 264,368 $ 264,368 $ - $ 388,351 $ 123,983

Change in Assets $ - $ - $ - $ - $ -
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Human Resources

Background

NPCC has assembled an exceptional team of highly qualified employees to carry out the
activities of NPCC. The human resources function, in adherence with applicable federal and
state laws, designs, plans, and implements human resources policies and procedures, including
staffing, compensation, benefits, employee relations, and training and development.

2009 Goals and Objectives

Recruit exceptional employees

Conduct surveys on competitive salaries
Provide for employee training programs
Update employee policies

Develop employee manual

Review employee benefits

Staffing Needs

Personnel Requirements
There will be an increase in staff from 0.3 to 1.0 FTEs to support 2009 Goals and
Obijectives.

Shared Employees
Not Applicable.

Contractors
Any consultant or contractor expenses are included in general and administrative.
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Human Resources
Funding sources and related expenses for the human resources section of the 2009 business plan
are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget
Human Resources
2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments $ 34,428 $ 34,428 $ - $ 142,175 $ 107,747
Membership Dues - - - - R
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - - R
Total Funding $ 34,428 $ 34,428 $ - $ 142,175 $ 107,747

Expenses
Personnel Expenses
Salaries $ 21,510 $ 21,510 $ - $ 89,833 $ 68,322
Payroll Taxes 1,920 1,920 - 7,001 5,081
Benefits 7,247 7,247 - 30,011 22,763
Retirement Costs 3,750 3,750 - 15,331 11,581
Total Personnel Expenses $ 34,428 $ 34,428 $ - $ 142,175 $ 107,747

Meeting Expenses

Meetings $ - $ - $ - $ - $

Travel - - - R

Conference Calls - - - R -
Total Meeting Expenses $ - $ - $ - $ - $ -

Operating Expenses

Consultants $ - $ - $ - $ - $

Contracts - - -

Office Rent - - -

Office Costs - - -

Professional Services - - -

Computer Purchase & Maint. - - -

Furniture & Equipment - - -

Miscellaneous - - -

Depreciation - - -

Contingency - - - - -
Total Operating Expenses $ - $ - $ - $ - $ -

Other Non-Operating Expenses $ - $ - $ - $ - $ -

A3

Total Expenses 34,428 $ 34,428 $ - $ 142,175 $ 107,747

Change in Assets $ - $ - $ - $ - $ -
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Finance and Accounting

Background

The finance and accounting function directs the overall financial plans and accounting practices
of the organization; oversees treasury, accounting, budget, tax, and audit activities; and oversees
financial and accounting system controls and standards.

2009 Goals and Objectives
The objectives are to provide or obtain the financial and accounting services for NPCC and
coordinate with NERC requirements through:

Utilize the NERC System of Accounts for consistency

Utilize an accrual method of accounting for consistency with NERC in methodology

Cash Management

Budget Development using the NERC budget template formats

Forecasts and Projections

Alignment of NPCC Committees, Task Forces and Working Groups with the program
areas

Payroll and expense administration

Preparation of Quarterly Financial Statements

IRS Reporting

Annual Independent Audit initiated by the Regional Entity

NERC Audit

Staffing Needs

Personnel Requirements
There will be an increase of 1 FTE on staff and an associated reduction in contracts and
consultants to support 2009 Goals and Objectives.

Shared Employees
Not Applicable.

Contractors
Expenses associated with NPCC’s professional accounting services are included.
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Finance and Accounting
Funding sources and related expenses for the accounting and finance section of the 2009
business plan are shown in the table below.

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Finance and Accounting
2008 Projection 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments $ 167,990 $ 167,990 $ - $ 411,551 $ 243,561
Membership Dues - - - - R
Testing Fees - - -
Services & Software - - -
Workshops - - -
Interest - - -
Miscellaneous - - - R
Total Funding $ 167,990 $ 167,990 $ - $ 411,551 $ 243,561

Expenses
Personnel Expenses
Salaries $ 83,159 $ 83,159 $ - $ 197,957 $ 114,798
Payroll Taxes 7,850 7,850 - 14,334 6,483
Benefits 50,731 50,731 - 48,941 (1,790)
Retirement Costs 26,250 26,250 - 13,819 (12,431)
Total Personnel Expenses $ 167,990 $ 167,990 $ - $ 275,051 $ 107,061

Meeting Expenses

Meetings $ - $ - $ - $ - $

Travel - - - R

Conference Calls - - - - -
Total Meeting Expenses $ - $ - $ - $ - $ -

Operating Expenses
Consultants $ - $ - $ - $ - $
Contracts - - - -
Office Rent - - -
Office Costs - - - - -
Professional Services - - - 136,500 136,500
Computer Purchase & Maint. - - - - -
Furniture & Equipment - - -
Miscellaneous - - -
Depreciation - - -
Contingency - - - - -
Total Operating Expenses $ - $ - $ - $ 136,500 $ 136,500

Other Non-Operating Expenses $ - $ - $ - $ - $ -

Total Expenses $ 167,990 $ 167,990 $ - $ 411,551 $ 243,561

Change in Assets $ - $ - $ - $ - $ -
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Section B — 2009 Budget

2008 Budget and Projection and 2009 Budget Comparisons

Table 1

Statement of Activities

2008 Budget & Projection, and 2009 Budget

Regional Entity Division

2008 Projection ' 2009 Budget
Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ 7,504,907 $ 7,648,718 $ 143,811 $ 10,008,885 $ 2,360,167
Membership Dues - - - - -
Testing Fees - - - - -
Services & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding $ 7,504,907 $ 7,648,718 $ 143,811 $ 10,008,885 $ 2,360,167
Expenses
Personnel Expenses
Salaries $ 2,702,620 $ 2,854,530 $ 151,910 $ 3,671,371 $ 816,841
Payroll Taxes 165,893 174,951 9,058 200,528 25,577
Benefits 608,774 642,482 33,708 794,236 151,754
Retirement Costs 315,000 320,324 5,324 527,311 206,987
Total Personnel Expenses $ 3,792,287 $ 3,992,287 $ 200,000 $ 5,193,446 $ 1,201,159
Meeting Expenses
Meetings $ 145,800 $ 145,800 $ - $ 188,686 $ 42,886
Travel 585,000 585,000 - 750,510 165,510
Conference Calls 40,500 40,500 - 53,877 13,377
Total Meeting Expenses $ 771,300 $ 771,300 $ - $ 993,073 $ 221,773
Operating Expenses
Consultants $ 1,028,000 $ 1,028,000 $ - $ 284,400 $ (743,600)
Contracts 268,300 268,300 - 698,000 429,700
Office Rent 297,000 297,000 - 554,683 257,683
Office Costs 336,870 336,870 - 267,060 (69,810)
Professional Services 686,700 686,700 - 771,862 85,162
Computer Purchase & Maint. 9,000 9,000 - 278,915 269,915
Furniture & Equipment 4,500 4,500 - 788,515 784,015
Miscellaneous - - - 27,300 27,300
Depreciation 21,150 21,150 - - (21,150)
Contingency 289,800 289,800 - - (289,800)
Total Operating Expenses $ 2,941,320 $ 2,941,320 $ - $ 3,670,736 $ 729,416
Other Non-Operating Expenses $ - $ 143,811 $ 143,811 $ 151,630 $ 7,819
Total Expenses * $ 7,504,907 $ 7,848,718 $ 343,811 $ 10,008,885 $ 2,160,167
Change in Assets $ - $ (200,000) $ (200,000) $ - $ 200,000

12008 Projections reflect expectations based on the 1st quarter statement of activities. It is anticipated that projections could change
throughout 2008 and would be reflected in each subsequent quarter’s statement of activities.

2 2008 Total Expenses of $7,504,907 does not include 2008 reserve assessment amount of $143,811. 2009 Total Expenses of
$10,008,885 does include 2009 reserve assessment amount of $1,629. To be consistent in comparing 2008 with 2009, it should be
noted that 2008 Budget including 2008 reserve assessment amount is $7,648,718.
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Personnel Analysis

Table 2
Budget Projection Budget

Total FTE's by Program Area 2008 2008 2009 Change
Operational Programs

Reliability Standards 35 3.0 3.0 0.0
Compliance and Organization Registration and Certification 7.5 8.0 9.0 1.0
Reliability Readiness Evaluation and Improvement 1.0 1.0 0.0 -1.0
Training and Education 0.5 0.5 0.1 -0.4
Reliability Assessment and Performance Analysis 35 35 3.9 0.4
Situation Awareness and Infrastructure Security 1.0 1.0 2.0 1.0
Total FTEs Operational Programs 17.0 17.0 18.0 1.0

Administrative Programs

Member Forums 0.3 0.3 0.5 0.2

General & Administrative 1.9 1.9 1.9 0.0
Information Technology 1.8 1.8 2.0 0.2

Legal and Regulatory 1.8 1.8 1.8 0.0

Human Resources 0.3 0.3 1.0 0.7
Accounting 21 2.1 2.0 -0.1

Total FTEs Administrative Programs 8.2 8.2 9.2 1.0

Total FTEs 25.2 25.2 27.2 2.0
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2008 NPCC Organization Chart

2008 NPCC Organization Chart

President
& CEO

Administration l

Standards Reliability Training, Technical Legal & Finance &
Readiness Education & Committees Regulatory Accounting
Personnel and Members’
Certification Forums

3 0.3 1.8 21
Compliance Reliability Situation Information Human
& Assessment & Awareness & Technology Resources
Organization Performance Infrastructure
Certification Analysis Security
8 1
Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain
contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform
regular corporate functions.
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2009 NPCC Organization Chart

2009 NPCC Organization Chart

President
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8—9 3.5—-3.9 0.3—1

25.2-27.2

Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain

contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform regular

corporate functions.
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Working Capital Reserve Analysis 2008 — 2009

Table 5

Working Capital Reserve Analysis 2008-2009

Regional Entity Division

Beginning Working Capital Reserve (Deficit), December 31, 2007 2,056,011
Plus: 2008 ERO Funding (from LSEs or designees) 7,648,718
Plus: 2008 Other funding sources (Cash basis)
Less: 2008 Projected Expenses & Capital Expenditures (Cash basis) (7,504,907)
Less: Expenditure from 2007 Surplus for Compliance Program Related Activities (200,000)
Projected Working Capital Reserve (Deficit), December 31, 2008 1,999,822
Desired Working Capital Reserve, December 31, 2009 1 2,001,451
(20% of Total Regional Entity Budget of $10,007,256)
Less: Projected Funding Balance December 31, 2008 1,999,822
Increase(decrease) in assessments to achieve desired Working Capital Reserve 1,629
2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 9,857,255
2009 Assessment (Non-Operating Expense) 150,001
Less: 2009 Other funding sources
Adjustment to achieve desired Working Capital Reserve 1,629
2009 Assessment 10,008,885
Note: The independent audit report dated April 29, 2008 for NPCC's financial statements dated December 31, 2007
and 2006 included certain adjustments to its financial position as compared to the April 1, 2008 Compliance Filing.
NPCC's regional entity (RE) and criteria services (CS) divisions' 2007 budgets, less adjusted total expenses, left a
total surplus of some $328,629 as compared to the $419,771. Total cash, cash equivalents and investments for
the year end 2007 were allocated for 2008 in a 90/10 ratio for the RE and CS divisions respectively to establish
beginning cash at January 1, 2008.
1 NPCC Board of Directors at its 4/29/08 meeting determined
that a 20% reserve level remains appropriate
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Regional Entity Assessment Analysis

In the area of assessments for 2009 there are two distinct funding mechanisms. For the Regional
Entity division, the North American Electric Reliability Corporation (NERC) will assess load
serving entities (LSES) or their designees (within NPCC the designees are the Balancing
Authority Areas (BAAs) for New York, New England, New Brunswick, Nova Scotia, Ontario
and Québec) based upon 2007 proportional Net Energy for Load and other specific program area
funding arrangements and make quarterly remittances to the Regional Entity on or about the 15th
day of January, April, July and October, 2009. For funding associated with the Criteria Services
division, the Independent System Operators (ISO)/BAAs will be assessed by NPCC for their
proportional share of the divisional budget based upon 2007 NEL within the Region. Non
ISO/BAA Full Members will be assessed no membership fee for 2009.

Assessments by Balancing Authority Area — Table 6

NPCC 2009 Regional Entity (RE)
WPCC, tne. and Criteria Services (CS) Divisional Funding Information

Compliance Allocation: CORC Direct and Indirect
w/o Apportioned Relocation Project

A-1 B-1 C-1 D-1 E-1
2009 * NPCC
NPCC 2007 2007 RE Minus 2009
Balancing Net Energy NEL % of [CORC Program NPCC
Authorities for Load NPCC w/o Apportioned CS
(LSE Designees) (MWh) Total Relocation] Division
New England 134,425,000 19.98555% 1,195,000 202,412
New York 167,341,000 24.87931% 1,487,614 251,976
Ontario 152,205,000 22.62898% 1,353,059 229,184
Québec 191,029,000 28.40111% 1,698,194 287,643
New Brunswick 14,972,000 2.22595% 133,097 22,544
Nova Scotia 12,639,000 1.87910% 112,357 19,031
Total 672,611,000 100.00000% $5,979,321 $1,012,790
2009 CORC w/o Apportioned Relocation
A-2 B-2 C-2 D-2 E-2 F-2 G-2
2009 * 2009 *
NEL Based Audit Based 2009
55% CORC 45% CORC Total CORC 2009 2009
Balancing Program w/o 2009 ° Program w/o Program w/o RE Division NPCC
Authorities Apportioned Audit Based Apportioned Apportioned Total Funding Total Funding
(LSE Designees) Relocation Methodology Relocation Relocation (D-1 plus E-2) (E-1 plus F-2)
New England 442,932 64.92846% 1,177,350 1,620,282 2,815,282 3,017,694
New York 551,390 26.16852% 474,516 1,025,906 2,513,520 2,765,496
Ontario 501,517 0.00000% 0 501,517 1,854,576 2,083,760
Québec 629,442 3.30684% 59,963 689,405 2,387,599 2,675,242
New Brunswick 49,333 3.05246% 55,350 104,683 237,780 260,324
Nova Scotia 41,646 2.54372% 46,125 87,771 200,128 219,159
Total $2,216,260 100.00% $1,813,304 $4,029,564 $10,008,885 $11,021,675

! Consistent with NERC's Policy on Allocation of Certain Compliance and Enforcement Costs, the NPCC Board approved Allocation Methodologies for
Certain NPCC Compliance Program Area Costs Assessed to Non-U.S. Entities. Funding requirements associated with the Compliance Enforcement and
Organization Registration and Certification (CORC) Program, without the apportioned one-time 2009 office relocation project costs, total $4,029,564.

2 NEL based funding represents 55% of CORC Program w/o apportioned relocation funding requirements, while 45% of CORC Program w/o apportioned
relocation funding requirements, totaling some $1,813,304 are allocated using an audit based metholology for 2009.
® Audit based allocation uses Compliance Registry Data registrants as of June 1, 2008.

* Allocation adjustment of $410,332 identified as NPCC CORC costs duplicative of Ontario Compliance and Enforcement Programs.
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Breakdown by Statement of Activity Sections

The following detailed schedules are in support of Table 1 of the 2009 NPCC Business Plan and
Budget. All significant variances have been disclosed by program area in the preceding pages.

Supplemental Funding
Table B-1

Outside Funding Breakdown By Program 2009

(excluding ERO Assessments) 2008 Budget 2008 Projection Budget Variance  Variance %

No supplemental funding is identified.

Personnel Expenses

Table B-2
2009
Personnel Expenses 2008 Budget 2008 Projection Budget Variance Variance %
Salaries
Salary $ 2,646,820 $ 2,798,730 $ 3,653,171 $ 854,441 30.5%
Employment Agency Fees 45,000 45,000 13,650 (31,350) -69.7%
Temporary Office Services 10,800 10,800 4,550 (6,250) -57.9%
Total Salaries 2,702,620 2,854,530 3,671,371 816,841 28.6%
Payroll Taxes -
FICA 109,013 115,634 142,655 27,021 23.4%
Medicare 41,580 43,782 52,503 8,721 19.9%
SuI 12,600 12,779 4,088 (8,691) -68.0%
FUI 2,700 2,756 1,282 (1,474) -53.5%
Total Payroll Taxes 165,893 174,951 200,528 25,577 14.6%
Benefits
Workers Compensation 10,800 10,800 12,121 1,321 12.2%
Medical Insurance 360,000 382,748 509,752 127,004 33.2%
Life-LTD Insurance 36,900 37,621 16,452 (21,169) -56.3%
Education 14,400 14,400 14,560 160 1.1%
Relocation - - - - -
Vacation Expense 186,674 196,913 241,351 44,438 22.6%
Total Benefits 608,774 642,482 794,236 151,754 23.6%
Retirement
Profit Sharing Plan / SERP 217,800 217,800 390,888 173,088 79.5%
Savings Plan 97,200 102,524 136,423 33,899 33.1%
Total Retirement 315,000 320,324 527,311 206,987 64.6%
Total Personnel Costs $ 3,792,287 $ 3,992,287 $ 5,193,446 $ 1,201,159 30.1%
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Meeting Expenses

Table B-3

2009
Meeting Expenses by Business Plan Category 2008 Budget 2008 Projection Budget Variance Variance %
Reliability Standards $ 20,250 $ 20,250 $ 28,000 $ 7,750 38.3%
Compliance and Organization Registration and Certification 43,393 43,393 45,703 2,310 5.3%
Reliability Readiness Evaluation and Improvement 5,786 5,786 - (5,786) -100.0%
Reliability Assessment and Performance Analysis 20,250 20,250 42,406 22,156 109.4%
Training and Education 2,893 2,893 20,875 17,982 621.6%
Situation Awareness and Infrastructure Security 5,786 5,786 13,751 7,965 137.7%
Committee and Member Forums - - - - -
General and Administrative 47,443 47,443 37,951 (9,492) -20.0%
Legal and Regulatory - - - - -
Information Technology - - - - -
Human Resources - - - - -
Accounting and Finance - - - - -
Total Meeting Expenses $ 145,800 $ 145,800 $ 188,686 $ 42,886 29.4%

2009
Travel Expenses by Business Plan Category 2008 Budget 2008 Projection Budget Variance Variance %
Reliability Standards $ 81,250 $ 81,250 $ 111,264 $ 30,014 36.9%
Compliance and Organization Registration and Certification 174,107 174,107 170,320 (3,787) -2.2%
Reliability Readiness Evaluation and Improvement 23,214 23,214 - (23,214) -100.0%
Reliability Assessment and Performance Analysis 81,250 81,250 162,271 81,021 99.7%
Training and Education 11,607 11,607 4,595 (7,012) -60.4%
Situation Awareness and Infrastructure Security 23,214 23,214 31,811 8,597 37.0%
Committee and Member Forums - - - - -
General and Administrative 190,357 190,357 270,249 79,892 42.0%
Legal and Regulatory - - - - -
Information Technology - - - - -
Human Resources - - - - -
Accounting and Finance - - - - -
Total Travel Expenses $ 585,000 $ 585,000 $ 750,510 $ 165,510 28.3%

2009
Conference Call Expenses by Business Plan Category 2008 Budget 2008 Projection Budget Variance Variance %
Reliability Standards $ 5625 $ 5625 $ 7,792 $ 2,167 38.5%
Compliance and Organization Registration and Certification 12,054 12,054 12,000 (54) -0.4%
Reliability Readiness Evaluation and Improvement 1,607 1,607 - (1,607) -100.0%
Reliability Assessment and Performance Analysis 5,625 5,625 28,489 22,864 406.5%
Training and Education 804 804 500 (304) -37.8%
Situation Awareness and Infrastructure Security 1,607 1,607 2,840 1,233 76.7%
Committee and Member Forums - - - - -
General and Administrative 13,179 13,179 2,256 (10,923) -82.9%
Legal and Regulatory - - - - -
Information Technology - - - - -
Human Resources - - - - -
Accounting and Finance - - - - -
Total Conference Calls $ 40,500 $ 40,500 $ 53,877 $ 13,377 33.0%
Total Meeting Expenses $ 771,300 $ 771,300 $ 993,073 $ 221,773 28.8%
Operating Expenses

Table B-4
2009
Consultants 2008 Budget 2008 Projection Budget Variance Variance %

Consultants
Reliability Standards $ 227,824 $ 227,824 $ 114,000 $ (113,824) -50.0%
Compliance and Organization Registration and Certification 406,765 571,115 134,400 (436,715) -76.5%
Reliability Readiness Evaluation and Improvement 22,235 22,235 - (22,235) -100.0%
Reliability Assessment and Performance Analysis 247,824 247,824 15,600 (232,224) -93.7%
Training and Education 11,118 11,118 - (11,118) -100.0%
Situationl Awareness and Infrastructure Security 22,235 22,235 - (22,235) -100.0%
Committee and Member Forums - - - - -
General and Administrative 90,000 90,000 20,400 (69,600) -77.3%
Legal and Regulatory - - - - -
Information Technology - - - - -
Accounting and Finance - - - - -
Human Resources - - - - -
Consultants Total $ 1,028,000 $ 1,192,350 $ 284,400 $ (907,950) -76.1%
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Table B-5
2009
Contracts 2008 Budget 2008 Projection Budget Variance Variance %
Reliability Standards $ - $ - $ - $ - -
Compliance and Organization Registration and Certification 90,000 90,000 270,204 180,204 200.2%
Reliability Readiness Evaluation and Improvement - - - - -
Reliability Assessment and Performance Analysis 100,000 100,000 271,338 171,338 171.3%
Training and Education - - - - -
Situation Awareness and Infrastructure Security 22,500 22,500 31,051 8,551 38.0%
Committee and Member Forums - - - - -
General and Administrative 55,800 55,800 125,407 69,607 124.7%
General and Administrative - - - - -
Legal and Regulatory - - - - -
Information Technology - - - - -
Accounting and Finance - - - - -
Human Resources - - - - -
Contracts Total $ 268,300 $ 268,300 $ 698,000 $ 429,700 160.2%
Total Consultants and Contracts $ 1,296,300 $ 1,460,650 $ 982,400 $ (478,250) -32.7%
Table B-6
2009
Office Rent 2008 Budget 2008 Projection Budget Variance Variance %
Office Rent $ 297,000 $ 297,000 $ 490,073 $ 193,073 65%
Utilities - - 27,300 27,300 -
Maintenance - - 32,760 32,760 -
Security - - 4,550 4,550 -
Total Office Rent $ 297,000 $ 297,000 $ 554,683 $ 257,683 86.8%
Table B-7
2009
Office Costs 2008 Budget 2008 Projection Budget Variance Variance %
Office Costs $ 336,870 _$ 336,870 _$ 267,060 $ (69,810) -20.7%
Total Office Costs $ 336,870 $ 336,870 $ 267,060 $ (69,810) -20.7%
Table B-8
Professional Services 2008 Budget 2008 Projection Variance Variance %
BOT Fee $ 72,000 $ 72,000 $ 75,712 $ 3,712 5.2%
Outside Legal 18,000 18,000 - (18,000) -100.0%
Accounting & Auditing Fees 91,800 91,800 136,500 44,700 48.7%
Legal Fees - Other 495,000 495,000 546,000 51,000 10.3%
Insurance - Commercial 9,900 9,900 13,650 3,750 37.9%
Total Services $ 686,700 $ 686,700 $ 771,862 $ 85,162 12.4%
Table B-9
2009
Computer 2008 Budget 2008 Projection Budget Variance Variance %
Purchase and Lease $ 9,000 $ 9,000 $ 133,315 $ 124,315 1381.3%
Software - - - - -
Total Computer $ 9,000 $ 9,000 $ 133,315 § 124,315 1381.3%
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Table B-10
2009
Furniture & Equipment 2008 Budget 2008 Projection Budget Variance Variance %
Furniture $ 4,500 $ 4,500 $ 227,728 % 223,228 4960.6%
Equipment - - 145,600 145,600 -
Depreciation 21,150 21,150 - (21,150) -100.0%
Miscellaneous 289,800 289,800 27,300 (262,500) -90.6%
Leasehold Improvements - - 560,788 560,788 -
Total Furniture & Fixtures $ 315,450 $ 315,450 $ 961,415 § 645,965 204.8%
Table B-11
Budget Projection
Other Non-Operating Expenses 2008 2008 Budget 2009 Variance Variance %
Interest Expense $ - $ - $ - $ - R
Office Relocation * - - 150,001 150,001 -
Cash Reserve Requirement - - 1,629 1,629 -
Total Non-Operating Expenses $ - $ - $ 151,630 $ 151,630 -

! In addition to the $150,001 cost component, total office relocation also includes $189,773 of office rent, $223,178 of furniture purchase, $145,600 of equipment
purchase, and $560,787 of leasehold improvements, totaling $1,269,339 for the regional entity division portion (91%) of the one-time move cost of $1,394,878.
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Section C — 2009 Criteria Services Division - Non-Statutory Business
Plan and Budget

Full Member Criteria Services

Criteria Services Division
(in whole dollars)
2008 Budget 2008 Projection 2009 Budget
Total FTEs 2.8 2.8 2.8
Total Direct Funding $440,172 $440,172 $571,428
Total Indirect Funding [1] $231,884 $231,884 $441,362
Total Funding $672,056 $672,056 $1,012,790

! Total 2009 indirect funding includes $125,539 apportioned to the criteria services division associated with the one-
time 2009 office relocation project.

NPCC Regionally-Specific Criteria Services Background

NPCC regional criteria services division activities are in the development, maintenance and
promulgation of regionally-specific more stringent criteria as well as criteria establishing
resource adequacy requirements within the Region. These criteria contain requirements which
are more stringent and more specific than the existing NERC Reliability Standards requirements.

Membership and Governance

Full members are subject to compliance, with regionally-specific criteria, in addition to
continent-wide reliability standards, and receive criteria-related services from the criteria
services division.

Full Members, other than Full Members that perform the Balancing Authority function, are not
assessed an annual membership fee. Those that perform Balancing Authority functions are
assessed and remit, a proportional net energy for load share, of expenses for Criteria services.
NPCC would also, directly assign criteria service division costs to a Balancing Authority Area or
entity, where significant costs are incurred for that Balancing Authority Area. The funding for
NPCC’s criteria services division is approved by the NPCC Board of Directors.

Criteria Services Division Functional Scope

Through its criteria services division, NPCC promotes the reliable and efficient operation of the
international, interconnected bulk power systems in Northeastern North America through the
establishment of regionally-specific criteria, and monitoring and enforcement of compliance with
such criteria.

NPCC provides full members, with regional reliability assurance services, and acts as the vehicle
through which States and Provinces can fulfill their political mandates, with respect to resource
adequacy, as well as overseeing the Northeastern North American electric infrastructure.
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2009 Primary Objectives

NPCC Reliability Directory Maintenance and Development

In 2008 the NPCC Regional Reliability Directories were developed to address consistency issues
with the NERC Reliability Standards and also to remove any redundancies with the NERC
Reliability Standards and to clearly delineate the more stringent requirements NPCC criteria
requirements. In 2009 the directories will be under review and revision.

Work will proceed with maintenance and revision to address any future redundancies or the
continued need for additional more stringent or specific NPCC regional criteria requirements as
new NERC reliability standards are developed.

The following Directories will either be under revision or reviewed for further development
based on a schedule set forth in the NPCC Reliability Assessment Program:

Operations and Planning Directories

Directory #1, Basic Criteria for Design and Operation of Interconnected Power Systems
This directory will coordinate and ensure consistency with all the existing NERC TPL, BAL,
IRO, INT, MOD, TOP, PRC and VAR standards. The NPCC Task Force on Coordination of
Planning will lead a multi-disciplinary working group to review and revise this directory.

Directory #2, Emergency Operations

This directory will coordinate and ensure consistency with all the existing NERC EOP and TOP
standards. The NPCC Task Force on Coordination of Operation will lead this review and
revision.

Directory # 5, Operating Reserve Requirements

This directory will coordinate and ensure consistency with all the existing applicable NERC
BAL, INT, and IRO standards. The NPCC Task Force on Coordination of Operation will lead
this review and revision.

Directory # 8, Blackstart and System Restoration

This directory will coordinate and ensure consistency with all the existing NERC EOP and TOP
standards. The NPCC Task Force on Coordination of Operation will lead this review and
revision.

Directories # 9 and #10, Verification of Generator Gross and Net Real Power Capability and
Verification of Generator Gross and Net Reactive Power Capability

These directories will coordinate and ensure consistency with all the existing applicable NERC
MOD standards. The NPCC Task Force on Coordination of Operations will lead this review and
revision.

System Protection Directories

Directory # 7, Special Protection Systems

This directory will coordinate and ensure consistency with all the existing applicable NERC PRC
standards. The NPCC Task Force on System Protection will lead this review and revision.
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Directory # 3, Maintenance Requirements for BPS Protection
This Directory will coordinate and ensure consistency with all the applicable NERC PRC
standards. The NPCC Task Force on System Protection will lead this review and revision.

Directory # 4, BPS Protection
This Directory will coordinate and ensure consistency with all the applicable NERC PRC
standards. The NPCC Task Force on System Protection will lead this review and revision.

NPCC Criteria Compliance Background

The NPCC criteria services division Compliance effort, the NPCC Reliability Compliance and
Enforcement Program (RCEP), monitors, assesses and enforces compliance of NPCC Full
Member entities responsible for meeting NPCC’s regionally specific, more-stringent Criteria.
Non-monetary sanctions are used to enforce violations of NPCC Criteria.

In Canada, NPCC monitors, assesses and enforces compliance to regionally-specific NPCC
Criteria in accordance with approved Memoranda of Understanding and Implementation
Agreements that are in place with each Canadian province within the Region. NPCC issues non-
monetary sanctions to responsible Canadian entities for violations of NPCC Criteria.

The RCEP identifies those NPCC Criteria that are subject to monitoring, assessment and
enforcement. These Criteria also are subject to NPCC Criteria Compliance Audits.

The NPCC Compliance Committee (CC) has final approval of compliance assessments related to
the RCEP. This balanced stakeholder committee consists of representatives of the eight voting
sectors as described in the NPCC Bylaws and is chaired by the Assistant Vice President -
Compliance. The CC will also be used to resolve contested compliance and/or sanction or
penalty determinations related to NPCC Criteria.

Based on the portion of its professional/technical staff time, and other resources that it expects to
devote to the reliability standards compliance enforcement process, NPCC estimates that it will
expend 53 percent of its criteria services division resources on this activity.

2009 Goals and Objectives

e Conduct 2009 NPCC Reliability Compliance and Enforcement Program (RCEP)

o0 Assess compliance, by responsible entities, with NPCC Criteria including
requirements in the RCEP

o Document results and provide appropriate reports to CC

o For instances of identified non-compliance, provide a report fully explaining the
reason for the non-compliance and recommend to the CC the appropriate sanction and
review any mitigation plan or action proposed to achieve compliance

o0 Develop and implement the necessary processes and procedures to efficiently execute
the NPCC RCEP

o0 Provide information and feedback on compliance program to NPCC Members, RCC,
Task Forces and participants in the program

0 RCEP related issues will be included in the NPCC Compliance Workshops.

0 Manage the Review Process for the NPCC RCEP
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o0 Provide oversight review of NPCC Area compliance programs
0 Review and propose changes to existing documents as required for the NPCC
Compliance Program, and propose new documents as required

Staffing Needs

1.0 FTE is allocated to the development and maintenance of NPCC’s regionally-specific more-
stringent criteria. 1.0 FTE is allocated to conduct the responsibilities related to the
implementation of the RCEP. NPCC plans to conduct five Criteria Compliance Audits in 20009.

Hiring Plans
No additional personnel required.

Shared Employees
Not Applicable.

Contractors
No use of contractors anticipated.

Major 2009 Cost Impacts

Personnel Costs associated with the Pension Protection Act and the adoption of SFAS 158 in
accounting for pensions.
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2008 Budget and Projection and 2009 Budget Comparisons

Table 1

Statement of Activities

Criteria Services Division
2008 Projection

2009 Budget

Variance to Approved Variance to
2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Assessments $ - $ - $ - $ - $ -
Non-Statutory Assessments 672,056 672,056 - 1,012,790 340,734
Testing Fees - - - - -
Services & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding $ 672,056 $ 672,056 $ - $ 1,012,790 $ 340,734
Expenses
Personnel Expenses
Salaries $ 219,717 $ 219,717 $ - $ 343,565 $ 123,848
Payroll Taxes 13,017 13,017 - 20,090 7,073
Benefits 67,642 67,642 - 67,849 207
Retirement Costs 35,000 35,000 - 86,374 51,374
Total Personnel Expenses $ 335,376 $ 335,376 $ - $ 517,878 $ 182,502
Meeting Expenses
Meetings $ 16,200 $ 16,200 $ - $ 24,301 $ 8,101
Travel 65,000 65,000 - 84,266 19,266
Conference Calls 4,500 4,500 - 5,549 1,049
Total Meeting Expenses $ 85,700 $ 85,700 $ - $ 114,116 $ 28,416
Operating Expenses
Consultants $ 52,000 $ 52,000 $ - $ 36,000 $ (16,000)
Contracts 16,200 16,200 - 72,000 55,800
Office Rent 33,000 33,000 - 54,859 21,859
Office Costs 37,430 37,430 - 26,413 (11,017)
Professional Services 76,300 76,300 - 76,338 38
Computer Purchase & Maint. 1,000 1,000 - 27,585 26,585
Furniture & Equipment 500 500 - 77,985 77,485
Miscellaneous - - - - -
Depreciation 2,350 2,350 - - (2,350)
Contingency 32,200 32,200 - 2,700 (29,500)
Total Operating Expenses $ 250,980 $ 250,980 $ - $ 373,879 $ 122,899
Other Non-Operating Expenses ' § - $ - $ - $ 6,917 $ 6,917
Total Expenses 2 $ 672,056 $ 672,056 $ - $ 1,012,790 $ 340,734
Change in Assets $ - $ - $ - $ - $ -

1 Other Non-Operating Expenses includes an office relocation cost component of $14,835. Also included in this line item is the prior year
surplus in cash reserves of $7,918 for a net of $6,917. In addition to the $14,835 cost component, the criteria services division's total
office reloaction cost of $125,539 (9% of the total one-time move cost of $1,394,878) also includes $18,769 of office rent, $22,073 of

furniture purchase, $14,400 of equipment purchase, and $55,462 of leasehold improvements.

2 2008 Total Expenses of $672,056 does not include 2008 reserve assessment amount of -$16,386. 2009 Total Expenses of $1,012,790
does include 2009 reserve assessment amount of -$7,918. To be consistent in comparing 2008 with 2009, it should be noted that 2008

Budget including 2008 reserve assessment amount is $655,670.
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Section C — 2009 Criteria Services Budget

Personnel Analysis

Table 2

Budget Projection Budget

Total FTE's by Program Area 2008 2008 2009

Operational Programs

Reliability Standards

Compliance and Organization Registration and Certification 1.0 l.O 1.0 0.0
Reliability Readiness Evaluation and Improvement 0.0 0.0 0.0 0.0
Training and Education 0.0 0.0 0.0 0.0
Reliability Assessment and Performance Analysis 0.0 0.0 0.0 0.0
Situation Awareness and Infrastructure Security 0.0 0.0 0.0 0.0

Total FTEs Operational Programs

Administrative Programs

Member Forums -0.2
General & Administrative 0.1 0.1 0.1 0.0
Information Technology 0.2 0.2 0.0 -0.2
Legal and Regulatory 0.2 0.2 0.2 0.0
Human Resources 0.0 0.0 0.0 0.0
Accounting 0.1 0.1 0.5 0.4

Total FTEs Administrative Programs
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Section C — 2009 Criteria Services Budget

2008 Organization Chart

Shown below in Table 3 is the organizational chart for 2009 with the 2008 staffing levels
allocated to the criteria services division functions to support the Full Member Criteria Services
division activities for 2009. NPCC criteria services division support remains at 2.8 FTEs from
2008 to 20009.

Full Member Criteria Services Division

Table 3

President
& CEO

Administration I

Criteria Reliability Training, Technical Legal & Finance &
Readiness Education & Committees Regulatory Accounting
Personnel and Members’
Certification Forums

Compliance Reliability Situation Information Human
& Assessment & Awareness & Technology Resources

Organization Performance Infrastructure

Certification Analysis Security

Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain
contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform
regular corporate functions.

2009 NPCC Business Plan and Budget 74
Approved — June 24, 2008 and Resubmitted to NERC August 12, 2008



Section C — 2009 Criteria Services Budget

2009 Organization Chart

Shown below in Table 4 is the organizational chart for 2009 with the 2008 staffing levels
allocated to criteria services division functions to support the Full Member Criteria Services
division activities for 2009. NPCC criteria services division support remains at 2.8 FTES from
2008 to 20009.

Full Member Criteria Services Division

Table 4

President
& CEO

Administration I

Criteria Reliability Training, Technical Legal & Finance &

Readiness Education & Committees Regulatory Accounting
Personnel and Members’
Certification Forums

Compliance Reliability Situation Information Human
& Assessment & Awareness & Technology Resources

Organization Performance Infrastructure

Certification Analysis Security

2.8

Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain
contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform
regular corporate functions.
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Section C — 2009 Criteria Services Budget

Working Capital Reserve Analysis 2008 — 2009

Table 5

Working Capital Reserve Analysis 2008-2009

Criteria Services Division

Beginning Working Capital Reserve (Deficit), December 31, 2007 228,446
Plus: 2008 BA Funding 655,670
Plus: 2008 Other funding sources (Cash basis)
Less: 2008 Projected Expenses & Capital Expenditures (Cash basis) (672,056)
Projected Working Capital Reserve (Deficit), December 31, 2008 212,060
Desired Working Capital Reserve, December 31, 2009 1 204,142
(20% of Total Criteria Services Division Budget of $1,020,709)
Less: Projected Funding Balance December 31, 2008 212,060
Increase(decrease) in assessments to achieve desired Working Capital Reserve (7,918)
2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 1,020,708
Less: Other Funding Sources (Cash Basis)
Adjustment to achieve desired Working Capital Reserve (7,918)
2009 Assessment 1,012,790

Note: The independent audit report dated April 29, 2008 for NPCC's financial statements dated December 31, 2007
and 2006 included certain adjustments to its financial position as compared to the April 1, 2008 Compliance Filing.
NPCC's regional entity (RE) and criteria services (CS) divisions' 2007 budgets, less adjusted total expenses, left a
total surplus of some $328,629 as compared to the $419,771. Total cash, cash equivalents and investments for
the year end 2007 were allocated for 2008 in a 90/10 ratio for the RE and CS divisions respectively to establish
beginning cash at January 1, 2008.

1 NPCC Board of Directors at its 4/29/08 meeting determined
that a 20% reserve level remains appropriate

Other Non-Operating Expenses

Projection
Other Non-Operating Expenses 2008 Budget 2009 Variance Variance %
Interest Expense $ - $ - $ - $ - -
Office Relocation - - 14,835 14,835 -
Cash Reserve Requirement - - (7,918) (7,918) -
Total Non-Operating Expenses $ - $ - $ 6,917 §$ 6,917 -

* This table is being provided for the Criteria Services division so that the impact of the adjustment to the working capital reserve is apparent.

“In addition to the $14,835 cost component, the criteria services division's total office relocation cost of $125,539 (9% of the total one-time move cost
of $1,394,878) also includes $18,769 of office rent, $22,073 of furniture purchase, $14,400 of equipment purchase, and $55,462 of leasehold improvements.

2009 NPCC Business Plan and Budget 76
Approved — June 24, 2008 and Resubmitted to NERC August 12, 2008



NPCC Regional Entity and Criteria Services Divisions 2009 Statement of Activities

Regional Entity Division

Compliance and Reliability Reliability Situational
NPCC Organization Readiness Assessment and Awareness and
. Regional Entity Reliability Registrationand  Evaluation and Performance Training and Infrastructure
Statement of Activities Criteria Services Division Standards (Section  Certification Improvement Analysis Education (Section Security Committee and General and Legal and Information Accounting and
2009 Budget Total Division Total Total ) (Section 400& 500)  (Section 700) (Section 800) 900) (Section 1000)  Member Forums  Administrative Regulatory Technology ~ Human Resources Finance
Funding
ERO Assessments (Regional Entity Division) 10,008,885 10,008,885 - 10,008,885 717,220 2,095,204 - 1,446,942 70,292 541,168 57,037 3,592,945 546,000 388,351 142,175 411,551
Criteria Services Division Funding 1,012,790 - 1,012,790 - - - - - - - - - - - - -

Testing Fees - - - - - - - - - - - - - - N -
Services & Software - - - - - - - - - - - - - - - -

Workshops - - - - - - - - - - - - - - - -
Interest - - - - - - - - - - - - - - - -
Miscellaneous - - - - - - - - - - - - - - - -
Total Funding 11,021,675 10,008,885 1,012,790 10,008,885 717,220 2,095,204 - 1,446,942 70,292 541,168 57,037 3,592,945 546,000 388,351 142,175 411,551
Expenses
Personnel Expenses
Salaries 4,014,937 3,671,371 343,565 3,671,371 332,684 1,056,603 - 642,840 16,435 349,708 31,701 701,179 - 252,432 89,833 197,957
Payroll Taxes 220,617 200,528 20,090 200,528 18,495 62,341 J 35,980 922 18,742 2,490 22,891 J 17,332 7,001 14,334
Benefits 862,085 794,236 67,849 794,236 58,550 239,144 - 147,908 5,281 37,532 13,180 137,164 - 76,526 30,011 48,941
Retirement Costs 613,685 527,311 86,374 527,311 46,435 104,489 N 100,110 21,684 55,732 9,667 117,982 N 42,062 15,331 13,819
Total Personnel Expenses 5,711,324 5,193,446 517,878 5,193,446 456,164 1,462,577 - 926,838 44,322 461,715 57,037 979,216 - 388,351 142,175 275,051

Meeting Expenses

Meetings 212,987 188,686 24,301 188,686 28,000 45,703 N 42,406 20,875 13,751 - 37,951 - - - -
Travel 834,776 750,510 84,266 750,510 111,264 170,320 - 162,271 4,595 31,811 - 270,249 - - - -
Conference Calls 59,426 53,877 5,549 53,877 7,792 12,000 N 28,489 500 2,840 N 2,256 N - - -
Total Meeting Expenses 1,107,189 993,073 114,116 993,073 147,056 228,023 - 233,166 25,970 48,402 - 310,456 - - - -
Operating Expenses
Consultants 320,400 284,400 36,000 284,400 114,000 134,400 - 15,600 - - - 20,400 - - - -
Contracts 770,000 698,000 72,000 698,000 J 270,204 J 271,338 J 31,051 N 125,407 J - N -
Office Rent 609,542 554,683 54,859 554,683 - - - - - - - 554,683 - - - -
Office Costs 293,473 267,060 26,413 267,060 J - N - N - N 267,060 J - N -
Professional Services 848,200 771,862 76,338 771,862 - - - - - - - 89,362 546,000 - - 136,500
Computer Purchase & Maint. 306,500 278,915 27,585 278,915 - - - - - - - 278,915 - - - -
Depreciation - - - - - - - - - - - - - - - -
Furniture & Equipment 866,500 788,515 77,985 788,515 - - - - - - - 788,515 - - - -
Miscellaneous 30,000 27,300 2,700 27,300 - - - - - - - 27,300 - - - -
Contingency
Total Operating Expenses 4,014,615 3,643,436 373,879 3,670,736 114,000 404,604 - 286,938 - 31,051 - 2,151,643 546,000 - - 136,500
Total Non-Operating Costs 158,547 151,630 6,917 151,630 151,630
Total Direct Costs 5,883,615 4,870,826 1,012,790 4,870,826 717,220 2,095,204 - 1,446,942 70,292 541,168
Total Indirect Costs 5,138,059 5,138,059 5,138,059 856,343 2,569,030 - 1,113,246 28,545 570,895 57,037 3,592,945 546,000 388,351 142,175 411,551
Total Costs 11,021,675 10,008,885 1,012,790 10,008,885 1,573,563 4,664,233 - 2,560,188 98,837 1,112,063

FTE 27.2 3 9 0 3.9 0.1 2 0.5 1.9 18 2 1 2



NPCC Regional Entity and Criteria Services Divisions 2009 Statement of Activities

Criteria Services Division

NPCC
Statement of Activities Criteria Services Criteria Services Criteria Criteria General and
2009 Budget Total Division Total Division Total Development Compliance
Funding
ERO Assessments (Regional Entity Division) 10,008,885 10,008,885 - -
Criteria Services Division Funding 1,012,790 - 1,012,790 1,012,790 254,435 316,993 441,362

Testing Fees - - - - - - N
Services & Software - - - - - - -

Workshops N N N N - - -
Interest - - - - - - -
Miscellaneous - - - - - - -
Total Funding 11,021,675 10,008,885 1,012,790 1,012,790 254,435 316,993 441,362
Expenses
Personnel Expenses
Salaries 4,014,937 3,671,371 343,565 343,565 126,550 143,882 73,134
Payroll Taxes 220,617 200,528 20,090 20,090 7,411 8,913 3,765
Benefits 862,085 794,236 67,849 67,849 33,103 13,574 21,172
Retirement Costs 613,685 527,311 86,374 86,374 4,940 23,749 57,685
Total Personnel Expenses 5,711,324 5,193,446 517,878 517,878 172,004 190,118 155,756

Meeting Expenses

Meetings 212,987 188,686 24,301 24,301 8,679 8,679 6,943
Travel 834,776 750,510 84,266 84,266 30,095 30,095 24,076
Conference Calls 59,426 53,877 5,549 5,549 1,982 1,982 1,585
Total Meeting Expenses 1,107,189 993,073 114,116 114,116 40,756 40,756 32,604
Operating Expenses
Consultants 320,400 284,400 36,000 36,000 - - 36,000
Contracts 770,000 698,000 72,000 72,000 J 44,444 27,556
Office Rent 609,542 554,683 54,859 54,859 2,130 2,130 50,599
Office Costs 293,473 267,060 26,413 26,413 8,804 8,804 8,804
Professional Services 848,200 771,862 76,338 76,338 25,446 25,446 25,446
Computer Purchase & Maint. 306,500 278,915 27,585 27,585 4,395 4,395 18,795
Depreciation - - - - - - -
Furniture & Equipment 866,500 788,515 77,985 77,985 - - 77,985
Miscellaneous 30,000 27,300 2,700 2,700 900 900 900
Contingency
Total Operating Expenses 4,014,615 3,643,436 373,879 373,879 41,675 86,119 246,085
Total Non-Operating Costs 158,547 151,630 6,917 6,917 6,917
Total Direct Costs 5,883,615 4,870,826 1,012,790 571,428 254,435 316,993
Total Indirect Costs 5,138,059 5,138,059 441,362 220,681 220,681 441,362
Total Costs 11,021,675 10,008,885 1,012,790 1,012,790 475,116 537,674 441,362
FTE 28 1 1 0.8

* General and Administrative in the Criteria Services Division also
includes any Committee and Member Forums, Legal and Regulatory,
Information Technology, Human Resources, and Accounting and
Finance expenses.





