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Agenda
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November 3, 2011 | 8:00 a.m.-Noon Eastern
Westin Buckhead Atlanta

3391 Peachtree Road, NE

Atlanta, GA 30326

404-365-0065

Introductions and Chair’'s Remarks
NERC Antitrust Compliance Guidelines and Public Announcement

Consent Agenda* — Approve

1. Minutes
a. August4, 2011 meeting

2. Committee Membership Appointments and Changes
a. Critical Infrastructure Protection Committee

b. Compliance and Certification Committee

Regular Agenda
3. Comments by Commissioner John Norris
4. Comments by Commissioner Cheryl LaFleur
5. President’s Report
6. Reliability Standards*— Approve
a. Project 2007-07 — Vegetation Management — FAC-003-2
b. Reliability Standards Development Plan 2012-2014
c. MOD-025-RFC-1: Reactive Power Capability
d. IRO-006-TRE-1: IROL and SOL Mitigation in the ERCOT Interconnection
e. PRC-006-SERC-1: Automatic Underfrequency Load Shedding (UFLS) Requirements
7. NERC Rules of Procedure Nonsubstantive Capitalization and Definition Changes — Approve
8. Reinstatement of NERC Rules of Procedure Section 402.1.3.2 — Approve
9. Amendments to WECC Bylaws, and Reliability Standards Development Procedures — Approve

10. Spare Equipment Database — Accept
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11. Bulk Electric System Definition Project — Review
12. Status of Action Items from NERC Three-Year ERO Performance Assessment — Review
13. Presentation by Tom Bowe, PJM Interconnection

14. Regulatory Update — Information

Standing Committee Reports (Agenda Item 15)*

a. Compliance and Certification Committee

b. Critical Infrastructure Protection Committee

c. Member Representatives Committee

d. Operating Committee

e. Personnel Certification Governance Committee

bal

Planning Committee

g. Standards Committee
h

Electricity Sub-Sector Coordinating Council

Forum and Group Reports (Agenda Item 16)*

a. North American Energy Standards Board

b. Regional Entity Management Group

c. North American Transmission Forum

d. North American Generator Forum

Board Committee Reports

17. Corporate Governance and Human Resources
a. Establishment of 457(b) Plan — Approve

18. Compliance

19. Nominating

20. Finance and Audit
a. Review and Accept Statement of Activities; Year End Projection — Accept
b. Risk Management Framework — Approve

21. Standards Oversight and Technology

*Background materials included.
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NERC

I
NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

Antitrust Compliance Guidelines

. General

It is NERC's policy and practice to obey the antitrust laws and to avoid all conduct that unreasonably
restrains competition. This policy requires the avoidance of any conduct that violates, or that might
appear to violate, the antitrust laws. Among other things, the antitrust laws forbid any agreement
between or among competitors regarding prices, availability of service, product design, terms of sale,
division of markets, allocation of customers or any other activity that unreasonably restrains
competition.

It is the responsibility of every NERC participant and employee who may in any way affect NERC's
compliance with the antitrust laws to carry out this commitment.

Antitrust laws are complex and subject to court interpretation that can vary over time and from one
court to another. The purpose of these guidelines is to alert NERC participants and employees to
potential antitrust problems and to set forth policies to be followed with respect to activities that may
involve antitrust considerations. In some instances, the NERC policy contained in these guidelines is
stricter than the applicable antitrust laws. Any NERC participant or employee who is uncertain about
the legal ramifications of a particular course of conduct or who has doubts or concerns about whether
NERC'’s antitrust compliance policy is implicated in any situation should consult NERC’s General Counsel
immediately.

I1. Prohibited Activities

Participants in NERC activities (including those of its committees and subgroups) should refrain from
the following when acting in their capacity as participants in NERC activities (e.g., at NERC meetings,
conference calls and in informal discussions):

e Discussions involving pricing information, especially margin (profit) and internal cost
information and participants’ expectations as to their future prices or internal costs.

e Discussions of a participant’s marketing strategies.

e Discussions regarding how customers and geographical areas are to be divided among
competitors.

e Discussions concerning the exclusion of competitors from markets.

e Discussions concerning boycotting or group refusals to deal with competitors, vendors or
suppliers.
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e Any other matters that do not clearly fall within these guidelines should be reviewed with
NERC’s General Counsel before being discussed.

I11. Activities That Are Permitted

From time to time decisions or actions of NERC (including those of its committees and subgroups) may
have a negative impact on particular entities and thus in that sense adversely impact competition.
Decisions and actions by NERC (including its committees and subgroups) should only be undertaken for
the purpose of promoting and maintaining the reliability and adequacy of the bulk power system. If
you do not have a legitimate purpose consistent with this objective for discussing a matter, please
refrain from discussing the matter during NERC meetings and in other NERC-related communications.

You should also ensure that NERC procedures, including those set forth in NERC’s Certificate of
Incorporation, Bylaws, and Rules of Procedure are followed in conducting NERC business.

In addition, all discussions in NERC meetings and other NERC-related communications should be within
the scope of the mandate for or assignment to the particular NERC committee or subgroup, as well as
within the scope of the published agenda for the meeting.

No decisions should be made nor any actions taken in NERC activities for the purpose of giving an
industry participant or group of participants a competitive advantage over other participants. In
particular, decisions with respect to setting, revising, or assessing compliance with NERC reliability
standards should not be influenced by anti-competitive motivations.

Subject to the foregoing restrictions, participants in NERC activities may discuss:

e Reliability matters relating to the bulk power system, including operation and planning matters
such as establishing or revising reliability standards, special operating procedures, operating
transfer capabilities, and plans for new facilities.

e Matters relating to the impact of reliability standards for the bulk power system on electricity
markets, and the impact of electricity market operations on the reliability of the bulk power
system.

e Proposed filings or other communications with state or federal regulatory authorities or other
governmental entities.

Matters relating to the internal governance, management and operation of NERC, such as nominations
for vacant committee positions, budgeting and assessments, and employment matters; and procedural
matters such as planning and scheduling meetings.
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N E R C Agenda Item 1

Board of Trustees Meeting

e
NORTH AMERICAN ELECTRIC November4, 2011
RELIABILITY CORPORATION

Draft Minutes
Board of Trustees \

August 4, 2011 | 8:00 a.m.-Noon PT
Vancouver Marriott Pinnacle

1128 West Hastings Street
Vancouver, BC VE 4R5 Canada

Chair John Q. Anderson called to order a duly noticed meeting of the North American Electric
Reliability Corporation Board of Trustees on August 4, 2011 at 8 a.m., local time, and a quorum was
declared present. The Agenda and list of attendees are attached as Exhibits A and B, respectively.

NERC Antitrust Compliance Guidelines
David Cook, senior vice president and general counsel, directed participants’ attention to the NERC
Antitrust Compliance Guidelines included in the agenda.

Executive Session
Chairman Anderson reported that, as is its custom, the board met in executive session before the open
meeting, without the chief executive officer present, to review management activities.

Consent Agenda
On motion of President and CEO Gerry Cauley, the board approved the consent agenda, as follows:

Minutes

The board approved the following draft minutes (Exhibit C):
e May 24, 2011 Conference Call
e May 11, 2011 Meeting

Committee Membership Appointments and Charter Changes

The board approved the proposed nominations to the membership of the Compliance and
Certification, Operating, and Planning Committees (Exhibit D).

Future Meetings
The slate of approved meetings dates is attached as Exhibit E.
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President’s Report

In lieu of his standard President’s Report, Mr. Cauley stated that he would be focusing on four main
topics derived from the constructive conversations held at the Member Representatives Committee
meeting held the prior day. The first item Mr. Cauley addressed was the Compliance Application
Notices (CANs) Program. NERC staff will review and revise existing CANs to ensure they provide clear,
concise guidance for auditors to use consistently across the Regions. Mr. Cauley stated a process guide
document also is being developed to provide more transparency to the effort. The board will review
the CAN process again in November.

Next, Mr. Cauley addressed the NERC Rules of Procedure changes that have been planned but were
not effectively communicated to the industry. Mr. Cauley recommends reviewing the changes and
separating them as non-substantive and substantive changes and adjusting deadlines accordingly
providing then necessary avenues for posting and effective communication.

The third topic of discussion was the compliance enforcement initiative. Mr. Cauley observed that the
initiative differentiates issues of noncompliance based on the level of potential risk to the reliability of
the bulk power system. This new initiative is designed to refocus efforts on reliability excellence,
eliminate undue regulatory burdens, streamline paperwork requirements, increase caseload
processing, and encourage continued timely and thorough self-reporting and mitigation. Mr. Cauley
stated that NERC was still on target for the late September filing, but acknowledges the communication
around the initiative was deficient and he requests and welcomes input from the trades, commission,
and industry stakeholders.

Finally, Mr. Cauley spoke to the Bulk Electric System Definition project. Mr. Cauley stated he has
concerns based on the conversation during the Member Representatives Committee meeting. Mr.
Cauley offered a motion to the board to direct the Standards Committee and the standard drafting
team to consider feedback received during the meeting while drafting the Bulk Electric System
standard, and to submit a draft of the proposed standard and technical justification to the board by
September 9. Following discussion, the board approved the following resolution:

In furtherance of the Board’s oversight of the standards development process and in anticipation of
the Board’s ultimate responsibility to determine whether the revised definition of “Bulk Electric
System” that emerges from the standards development process should be approved and filed with
the Federal Energy Regulatory Commission no later than January 25, 2012, as NERC’s response to
the directives in Order No. 743, the Board:

(1) directs the Standards Committee and the Standard Drafting Team to consider the feedback
heard at the August 4, 2011 board meeting regarding the development of the Bulk Electric
System definition; and

(2) further directs that the Standards Committee submit to the Board by September 9, 2011:

(a) the draft of the proposed Bulk Electric System definition as it exists on that date;
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(b) the best justification that the Standard Drafting Team has prepared to support the
change in generator threshold from 20 MVA to 75 MVA; and

(c) an options paper that addresses possible options for moving forward with the
development of the proposed definition and responding to the Commission by the
January 25, 2012 deadline; and

(3) expects the Standards Drafting Team to continue its work on the Bulk Electric System
definition.

Reliability Standards
Herb Schrayshuen, vice president and director of standards, gave a presentation on the Reliability
Standards Program (Exhibit F) and presented the following items for board action.

Project 2006-02 — Assess Transmission Future Needs and Develop Transmission Plans
On motion of Fred Gorbet, the board approved the following resolutions:

RESOLVED, that the board approves the TPL-001-2 — Transmission System Planning Performance
Requirements Reliability Standard (Exhibit G);

FURTHER RESOLVED, that the board approves the associated implementation plan, which provides
the following (Exhibit H):

(a) An effective date for the requirements associated with establishing responsibility for
conducting the assessments and maintaining the models (Requirements R1 and R7)
effective the first day of the first calendar quarter 12 months after regulatory approval (or
the first day of the first calendar quarter 12 months after board approval where regulatory
approval is not required);

(b) An effective date for the requirements associated with developing, performing, and or
validating new and/or modified studies, methodologies, assessments, and procedures
necessary to implement and meet the TPL-001-2 requirements and allow sufficient time to
create a viable Corrective Action Plan (Requirements R2, R3, R4, R5, R6, and R8) effective 24
months after regulatory or board approval.

(c) Retirement of the following standards at midnight of the day immediately prior to the
effective date of TPL-001-2:

e TPL-001-1
e TPL-002-1b
e TPL-003-1a
e TPL-004-1
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e TPL-005-0
e TPL-006-0.1

FURTHER RESOLVED, that the board approves the following new definitions included in the TPL-
001-2 Reliability Standard, to become effective the first day of the first calendar quarter 12 months
after applicable regulatory approval; where regulatory approval is not required, all five definitions
to become effective 12 months after board adoption:

e Bus-tie Breaker

e Consequential Load Loss

e Long-Term Transmission Planning Horizon
e Non-Consequential Load Loss

e Planning Assessment

FURTHER RESOLVED, that the board approves the Violation Risk Factors and Violation Severity
Levels for the proposed TPL-001-2 Reliability Standard (Exhibit 1);

FURTHER RESOLVED, that NERC Staff shall make the appropriate filings with ERO governmental
authorities.

Project 2006-06 — Reliability Coordination
On motion of Paul Barber, the board approved the following resolutions:

RESOLVED, that the board approves the IRO-002-3 — Reliability Coordination — Analysis Tools; the
IRO-005-4 — Reliability Coordination — Current Day Operations; and the IRO-014-2 — Coordination
Among Reliability Coordinators Reliability Standards (Exhibit J);

FURTHER RESOLVED, that the board approves the associated implementation plans, which provide
the following (Exhibit K):

(1) An effective date for IRO-002-3, IRO-005-4, and IRO-014-2 effective the first day of the first
calendar quarter 12 months after applicable regulatory approval or where no regulatory
approval is applicable, the first day of the first calendar quarter 12 months after Board of

Trustees approval;
(2) The retirement of IRO-002-2 at midnight of the day immediately prior to the effective date
of IRO-002-3;

(3) The retirement of IRO-005-3a at midnight the day immediately prior to the effective date of
IRO-005-4;
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(4) The retirement of IRO-014-1, IRO-015-1, and IRO-016-1 at midnight the day immediately
prior to the Effective Date of IRO-014-2.

FURTHER RESOLVED, that the board approves the revised definition of “Adverse Reliability Impact”
included in the IRO-014-2 Reliability Standard;

FURTHER RESOLVED, that the board approves the Violation Risk Factors and Violation Severity
Levels for the IRO-002-3, IRO-005-4, and IRO-014-2 Reliability Standards (Exhibit L);

FURTHER RESOLVED, that NERC Staff shall make the appropriate filings with ERO governmental
authorities.

Planning Committee Strategic Plan and Charter
Mark Lauby, vice president and director of reliability assessment and performance analysis reviewed
the Planning Committee Strategic Plan and Charter (Exhibit M).

On motion of Ken Peterson, the board approved the following resolution:

WHEREAS, in December 2010, the Planning Committee appointed an ad hoc team to review the
Planning Committee’s Strategic Plan and recommend changes needed to align activities with the
NERC ERO enterprise’s strategic plan and top priority issues; and

WHEREAS, the Planning Committee approved the 2011-2016 Strategic Plan and resulting charter
changes at its June 7-8, 2011 meeting;

RESOLVED, that the board approves the Planning Committee 2011-2016 Strategic Plan and the
revised Planning Committee Charter, to replace the charter approved by the Board of Trustees on
February 16, 2010.

Generating Availability Data System: Section 1600 Data Request

Mr. Ben Crisp, gave a presentation on the Generating Availability Data System: Section 1600 Data
Request (Exhibit N). Mr. Crisp reviewed the impacts to the grid, the performance analysis, and
recommended the approval of the Section 1600 data request. On motion of Tom Berry, the board
approved the following resolution:

WHEREAS, in June 2010, the Planning Committee created the Generating Availability Data System
Task Force (“GADSTF”) to review and recommend the reporting by Generator Owners on NERC’s
Compliance Registry of GADS data on a mandatory basis; and

WHEREAS, on March 21, 2011, NERC posted the proposal for mandatory reporting by Generator
Owners for a 45-day public comment period as required by Section 1600 of NERC’s Rules of
Procedure; and
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WHEREAS, the GADSTF evaluated the 39 sets of comments received and made appropriate
revisions to the proposal in light of the comments received and submitted its final
recommendations and report to the Planning Committee; and

WHEREAS, on June 8, 2011, the Planning Committee endorsed the final recommendations and
report by the GADSTF for consideration and approval by NERC’s Board of Trustees;

RESOLVED, that the board approves the report Generator Availability Data System: Mandatory
Reporting of Conventional Generation Performance Data (Exhibit D), to be issued as a mandatory
data and information request to Generator Owners on NERC’s Compliance Registry under Section
1600 of the NERC Rules of Procedure.

2011 Risk Assessment of Reliability Performance
Mr. Lauby provided the 2011 Risk Assessment of Reliability Performance (Exhibit O) and
recommended board approval. On motion of Tom Berry, the board approved the following resolution:

WHEREAS, NERC, in collaboration with the Reliability Metrics Working Group, the Transmission
Availability Data System Working Group, the Generating Availability Data System Task Force, and
the Event Analysis Working Group, jointly developed the 2011 Risk Assessment of Reliability
Performance report; and

WHEREAS, the Planning and Operating Committees endorsed the report on July 11, 2011 and July
19, 2011, respectively;

RESOLVED, that the board approves the 2011 Risk Assessment of Reliability Performance report for
use, among other things, as input to NERC’s Reliability Standards and project prioritization,
compliance process improvement, event analysis, reliability assessment, and critical infrastructure
protection areas.

Regional Delegation Agreement Metrics

Dave Nevius, senior vice president, delivered a presentation on the Regional Delegation Agreement
Metrics (Exhibit P) and recommended board approval. On motion of Paul Barber, the board
approved the following resolution:

WHEREAS, NERC and the Regional Entities developed Regional Delegation Agreement Metrics as a
first step in measuring how NERC and the Regional Entities carry out their respective roles under
the Regional Delegation Agreements, Rules of Procedure, and applicable regulations,

RESOLVED, that the board approves the Regional Delegation Agreements Metrics for initial use by
NERC and the Regional Entities.
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Standing Committee Reports

Compliance and Certification Committee

Mr. Terry Bilke provided the Compliance and Certification Committee (CCC) report on behalf of Chair
Clay Smith. Mr. Bilke referred to the written report (Exhibit Q) included in the Board’s agenda
package. Further, Mr. Bilke presented the Criteria for Annual Regional Entity Program Evaluation
(Exhibit R) for board action.

On motion of Ken Peterson, the board approved the following resolutions:

RESOLVED, that the board approves the Criteria for Annual Regional Entity Program Evaluation
CCCPP-010-1 for consideration in developing NERC’s annual Regional Entity program
evaluation.(Exhibit G-1);

FURTHER RESOLVED, that the board accepts the 2011 Summary Report of NERC Program
Monitoring — Self Certifications (Exhibit G-2).

Critical Infrastructure Protection Committee
Barry Lawson, chair, highlighted items from the committee’s written report to the board (Exhibit S).

Critical Infrastructure Strategic Initiative — Coordinated Action Plan Activities. The CIPC,
Operating Committee (OC) and Planning Committee (PC) officers and NERC staff continue to
direct and manage the coordinated action plan activities as they relate to the recently
created task forces. The committee leadership accomplishes this work via conference calls
and in-person meetings as needed.

Classified Briefing for CIPC and Other Industry Participants. The CIPC and NERC staff
continue to work with DHS and DOE staff to plan for a Secret level classified briefing for
CIPC members and other industry participants in conjunction with the December 2011 CIPC
meeting planned for Atlanta. We will work with our government partners to encourage the
provision of quality take-away information that can be shared with industry outside of a
classified environment. The efforts by DHS and DOE in this area are very much appreciated
and further the goal of increasing the value of the public-private partnership.

CIPC Executive Committee Review of Draft NERC Alerts. The CIPC Executive Committee has
reviewed and provided feedback to NERC staff on CIP-related draft Alerts. This industry
stakeholder review provides NERC with beneficial and quick feedback on draft Alerts before
they are finalized and issued to industry. We remain ready to provide requested feedback
to NERC staff as needed on future draft Alerts.

CIPC Continues to Provide a Venue for All Electricity Sector Entities to Discuss CIP Matters.
The CIPC meetings provide opportunity for significant and needed discussion on various
critical infrastructure protection matters, including those related to the CIP standards,
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copper theft, recent NERC Alerts, communications with government partners, and other
physical, operational and cyber security areas of concern.

CIPC Long-Term Strategic Plan. The CIPC will begin work on developing a long-term
strategic plan that will use similar plans from other standing committees as a guide/model.
The goal is to have such a plan before the CIPC for approval in the first quarter of 2012.

Member Representatives Committee
Bill Gallagher, chair reported to the board a summary of the matters presented during the Member
Representatives Committee.

Operating Committee

Tom Bowe, chair, opened his remarks extending his sincerest thanks to Mr. Sam Holeman for his
outstanding leadership of the Operating Committee. Mr. Bowe referenced the lessons learned
presented by Mr. Tom Galloway stating that the committee is very proud of the progress and work
completed. Mr. Bowe ended his presentation stating further details on the actions of the committee
can be found in their written report to the board (Exhibit T).

Personnel Certification Governance Committee

Jake Burger, chair, presented the report for the Personnel Certification Governance Committee stating
that as of June 30, 2011 there were 6,000 certified associates, that the pass rate on the exams is at
69.8 percent, and there were 282 new credentials issued. The Exam Working Group is developing the
next version of exams and are targeting a release during the first quarter 2012. Additional activities
can be found in their written report (Exhibit U).

Planning Committee

Jeff Mitchell, chair, open his remarks extending his appreciation to Tom Burgess for his exemplary work
with the Planning Committee. Mr. Mitchell stated the Gas Electric Interdependency Report would be
reviewed at the Planning Committee meeting in September and that the committee was also working
on the Post Winter Assessment Report.

Standards Committee

Allen Mosher, chair, stated he had no further items to review and had provided his comments during
the Member Representatives Committee and Board f Trustees meetings on respective items.

Electricity Sub-Sector Coordinating Council
Gerry Cauley, chair, referred to the written report to the board (Exhibit V) and stated he had no
further comments.
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Board Committee Reports

Corporate Governance and Human Resources

Chair Janice Case provided a summary report of the Corporate Governance and Human Resources
Committee (CGHRC) closed and open meetings held on August 3. Chair Case reviewed the proposed
Workers, Retiree and Employee Recovery Act of 2008 Amendment requesting board approval and on
motion of Roy Thilly the board approved the following resolution:

RESOLVED, that the board approves the proposed Workers, Retiree and Employee Recovery Act of
2008 Amendment to NERC'’s prototype 401(k) plan, as recommended by Vanguard (Exhibit W).

Chair Case also reviewed changes to Finance and Audit Committee mandate requesting board
approval. On motion by Vicky Bailey the board approved the following resolution:

RESOLVED, that the board approves the proposed amendments to the mandate of the Finance and
Audit Committee (Exhibit X).

Nominating Committee
Chair David Goulding reported that the Nominating Committee will be producing a summary report
and will bring to the Member Representatives Committee in December.

Finance and Audit Committee

Chair Fred Gorbet stated he had two items for consideration (Exhibits Y and Z). Following discussion
of the 2012 business plan and budget, on motion of Fred Gorbet, the board approved the following
resolutions:

RESOLVED, that the Board of Trustees approves the following, substantially in the form presented:
(1) the proposed NERC 2012 business plan and budget (Exhibit I-1);

(2) the proposed 2012 business plans and budgets of the eight regional entities and the
Western Interconnection Regional Advisory Board (Exhibit I-2); and

(3) the proposed 2012 assessments to recover the costs of the approved 2012 budgets, subject
to adjustments to reflect final NEL numbers (Exhibit I-3).

FURTHER RESOLVED, that management is directed to file the 2012 business plans, budgets and
assessments with ERO governmental authorities, together with such additional explanatory
material as is appropriate.

Chair Gorbet also reviewed the current status of the Risk Management Framework noting that a new
committee will not be formed but that a subcommittee of the Finance and Audit Committee would be
formed comprising Finance and Audit Committee members along with non-trustee members. The
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framework will be put out for comment and reviewed during the Finance and Audit Committee
conference call on October 27, 2011.

Standards Oversight and Technology Committee
Chair Peterson provided a brief review of the actions of the committee the day prior.

Closing

Chair Anderson thanked the industry for their attendance and their continued support. He
reconfirmed that the policy input is beneficial to the board and requests that the industry members
continue to submit their comments.

Adjournment
There being no further business, Chair Anderson terminated the meeting at 11:15 a.m.

Submitted by,

B S el

David N. Cook
Corporate Secretary
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Agenda ltem 2a
Board of Trustees Meeting
November 3, 2011

Critical Infrastructure Protection Committee
Membership Appointments and Changes

Action
Approve the following committee membership appointments and changes.

Officers
e Chair Elect: Chuck Abell

e Vice Chair Elect: Jim Brenton, Nathan Mitchell
(Chair and Vice Chair positions effective January 1, 2012)

CIPC Roster
Representing Name Affiliation Discipline
TRE Jim Brenton ERCOT Cyber
TRE David Grubbs City of Garland | Operations
TRE Scott Rosenberger | Luminent Physical
FRCC Paul McClay TECO Cyber
FRCC Rich Powell JEA Physical
FRCC Darren Myers Progress Operations
MRO Marc Child Great River Cyber
MRO Paul Crist LES Physical
MRO Rick Liljegren MN Power Operations
NPCC Mike Puscas NU Operations
NPCC John Lim Conkd Cyber
NPCC Benoit Tardif HQ Physical
RFC Larry Bugh RFC Cyber
RFC Kent Kujala Detroit Operations
RFC Jeff Fuller DPL Physical
SERC Chuck Abell Ameren Operations
SERC Cark Eng Dominion Cyber
SERC Mark Engels Dominion Physical
SPP John Breckenridge | KCPL Physical
SPP Allen Klassen Westar Operations
SPP Robert McClanahan | AECC Cyber
WECC Scott Bordenkircher | APS Physical
WECC Robert Matthews PGE Cyber
WECC Jamie Sample PGE Operations
APPA David Godfrey TMPA
APPA Nathan Mitchell APPA
CEA Chris McColm Manitoba
CEA Ross Johnson Capital Power
NRECA Robert Richhart Hooser
NRECA Barry Lawson NRECA




Agenda ltem 2b
Board of Trustees Meeting
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Compliance and Certification Committee
Membership Appointment and Change

Action

Approve the nomination to the Compliance and Certification Committee (CCC) of Ms. Jana Van
Ness of Arizona Public Service to represent the Investor-Owned Utility sector for a three-year
term beginning December 31, 2011.

Summary and Background

The CCC, a stakeholder Committee of NERC comprising 26 members representing various
industry sectors, serves and reports directly to the NERC Board of Trustees. The CCC is
responsible for engaging with, supporting, and advising the NERC Board and NERC
Compliance staff regarding all facets of the NERC Compliance Monitoring and Enforcement
Program, the NERC Organization Registration Program, and the NERC Organization
Certification Program.



Action

Agenda ltem 6
Board of Trustees Meeting
November 3, 2011

Reliability Standards

Approve or discuss reliability standards and plans as follows:

a.

o

Project 2007-07 — Vegetation Management — FAC-003-2 — Approve

Reliability Standards Development Plan 2012-2014 — Approve

MOD-025-RFC-1: Reactive Power Capability — Approve

IRO-006-TRE-1: IROL and SOL Mitigation in the ERCOT Interconnection — Approve

PRC-006 —SERC-1 - Automatic Underfrequency Load Shedding (UFLS) Requirements —
Approve



6a. Project 2007-07 Vegetation Management — FAC-003-2

Action
Approve the following standards documents and direct staff to file with applicable regulatory
authorities:

e Reliability Standard FAC-003-2 - Transmission Vegetation Management (FAC-003-2)
effective consistent with the Implementation Plan for FAC-003-2

[FAC-003-2-clean] [Redline not available due to extent of changes.]
[Clean version of previously approved standard FAC-003]

e Industry Proposed Violation Risk Factors (VRFs) and Violation Severity Levels (VSLs) for
FAC-003-2:

[Included in the Standard above] [Staff VSL proposal redlined against Industry Proposal-
Sent as separate attachment]

*The Standards Staff has proposed alternative VSLs—discussion below

Implementation Plan for FAC-003-2: [Implementation Plan]

FAC-003-2 is proposed to be effective on the first day of the first calendar quarter one
year after the date of regulatory approval in order to provide entities time to make
revisions to their existing transmission vegetation management programs to comply
with the new requirements.

e Definitions: [Definitions — Clean and Redline]

= Right-of-Way
= Vegetation Inspection
= Minimum Vegetation Clearance Distance (MCVD)

All three definitions become effective on the first day of the first calendar quarter one
year after the date of regulatory approval.

e Retirements:
Retire the following at midnight of the day immediately prior to the effective date of
FAC-003-2:

=  FAC-003-1 Transmission Vegetation Management Program (FAC-003-1)
= Definition of Right-of-Way
= Definition of Vegetation Inspection

Background

The currently approved vegetation management standard (FAC-003-1) was approved by the
Commission in Order No. 693 on March 16, 2007. Project 2007-07 Vegetation Management
was initiated on June 27, 2007 to review and modify FAC-003-1.


http://www.nerc.com/docs/standards/sar/FAC-003-2_Draft-6_clean_20110930.pdf�
http://www.nerc.com/files/FAC-003-1.pdf�
http://www.nerc.com/docs/standards/sar/FAC-003-2_Imp_Plan_clean_092911.pdf�
http://www.nerc.com/docs/standards/sar/2007-07_Definitions_101911.pdf�

The proposed FAC-003-2 standard embodies a defense-in-depth approach to improve the
reliability of the electric Transmission System by:

e Requiring that vegetation be managed to prevent vegetation encroachment inside the
flash-over clearance;

e Requiring documentation of the maintenance strategies, procedures, processes, and
specifications used to manage vegetation to prevent potential flash-over conditions
including consideration of 1) conductor dynamics and 2) the interrelationships between
vegetation growth rates, control methods, and the inspection frequency;

e Requiring timely notification to the appropriate control center of vegetation conditions
that could cause a flash-over at any moment;

e Requiring corrective actions to ensure that flash-over distances will not be violated due
to work constraints such as legal injunctions;

e Requiring annual inspections of vegetation conditions; and

e Requiring completion of the annual work needed to prevent flash-over.

The standard drafting team summarized the improvements to the standard from the previous
version as follows:

e It removes the “fill-in-the-blank” ambiguity previously contained in FAC-003-1.

e |t separates performance requirements (R1, R2, R4, R5, R6, and part of R7) from
documentation requirements (R3 and the remainder of R7), and minimizes the burden
of those documentation requirements.

e [t has explicit and therefore clearer expectations to manage vegetation to: 1) prevent
observable vegetation encroachments inside the Minimum Vegetation Clearance
Distance (MVCD) and 2) prevent a confirmed Fault even in the absence of a Sustained
Outage (R1, R2).

e [t places more emphasis on those lines that pose the greatest risk to the reliability of the
interconnected transmission system. This is accomplished by converting the previous
FAC-003-1 R1 into the new R1 and R2 and assigning the high VRF to the more important
lines in R1.

e It requires the management of vegetation to prevent encroachments by specific types,
which are indicative of the quality of that management. Those quality-related
encroachment types also allow more specificity for determining the severity level of a
violation.

e |t establishes a clear, industry proven method for calculating flash-over distance
(clearance) that is not subject to external standards established for other purposes
(through use of the Gallet Equations to establish the MVCD).

e [t has an unambiguous expectation for Vegetation Inspection intervals.

e [t separates inspections and communications of imminent threats into individual and
clearer requirements that can be appropriately weighted by VRFs and VSLs (both of
these items were previously addressed in sub-requirements of FAC-003-1 R1).



e [t correctly moves reporting obligations from the requirements section (FAC-003-1 R3)
to the Additional Compliance Information Section.

e |t has additional supporting text in the Background, Rationale, and Guidelines and
Technical Basis sections to aid the industry in using the standard and understanding
conductor dynamics and the interrelationship of vegetation growth, inspection
frequencies, and vegetation control methods.

e It requires vegetation be managed with equal rigor over all lands regardless of the
ownership of those lands.

Directives

The drafting team for Project 2007-07 Vegetation Management addressed eight directives from
FERC Order No. 693. For a summary of the directives and the drafting team’s responses, please
see Consideration of Issues and Directives document.

Standard Development Process

FAC-003-2 was processed through the normal standards development process, which included
six postings for stakeholder comment over a three-year period, an initial ballot, a successive
ballot, and a recirculation ballot. The changes made between comment periods improved the
clarity of the requirements and modified other requirements. A comparison of the currently-
approved version of the standard against the latest posted draft of the proposed standard
results in some requirements that are more stringent, and others that are less stringent.

The drafting team prepared several documents to explain its rationale and justification for the
approaches it took; however, there were several unresolved minority issues:

e The “Purpose” section of proposed FAC-003-2 focuses on managing vegetation on
rights-of-way that could lead to cascading outages. Some commenters indicated the
purpose in the already approved version of the standard is more appropriate as it
includes preventing a wider range of vegetation related outages, and includes
vegetation from outside rights-of-way that could impact transmission lines.

= The team indicated that the ERO’s responsibility is to develop standards that
prevent cascading, uncontrolled separation, and instability.

e The proposed FAC-003-2 uses Gallet equations to define the Minimum Vegetation
Clearance Distance (MVCD) referenced in Requirements R1, R2, R3, R5 and R7. While
the Gallet equations identify a minimum flash-over clearance, some commenters
expressed concern that defining the MVCD to be equal to the flash-over distance as
determined by the Gallet equations does not provide any built in safety factor.

= The team indicated that, while there is no explicit “margin” established in
Requirement R3, the standard requires the entity to establish procedures it uses to
prevent encroachments for all Ratings and Rated Operating Conditions, and that
those procedures account for conductor movement and vegetation growth. This
effectively replaces “Clearance 1” from the existing standard. Combined with R1
and R2, this obliges entities to maintain vegetation appropriately without using a
one-size-fits-all approach.


http://www.nerc.com/docs/standards/sar/Consideration_of_Issues_and_Directives_Project_2007-07.pdf�

Some commenters felt the proposed Requirement R7 in FAC-003-2 is not enforceable as
written. Requirement R7 sets the requirement for each Transmission Owner to
complete 100 percent of its annual vegetation work plan; however, there is no
requirement in FAC-003-2 for an entity to develop or have a documented annual plan
for vegetation management. In addition, Requirement R7 provides a list of examples for
modification to the “annual plan” providing entities with a number of reasons, such as
contractor unavailability and changes in land ownership, for not completing 100 percent
of the plan.

= The team included the list of exemptions to ensure that Transmission Owners are
not penalized for a failure to complete the work in their annual plan as long as the
changes to the plan did not lead to any vegetation-related encroachments into the
MVCD.

Proposed Requirement R3 lacks specificity and requires entities to have “maintenance
strategies or procedures or processes or specifications it uses to prevent the
encroachment of vegetation into the MVCD of its applicable transmission lines” but
does not require an entity to have a formal documented work plan for vegetation
management.

= The team interpreted Requirement R3 as a “results-based” requirement that
specified “what” without specifying the details of “how”. As a results-based
standard, this requirement focuses on what is needed without requiring an explicit
format.

The proposed FAC-003-2 excludes vegetation fall-ins and blow-ins from outside the
right-of-way on the basis that they are not preventable, an assertion that some stated is
incorrect as it does not account for situations where a Transmission Owner has the legal
right to manage vegetation outside the defined right-of-way. Most (81 percent) of the
vegetation-related sustained outages reported by Transmission Owners since 2008 have
involved vegetation falling into transmission lines from outside the right-of-way.

= The team did not include fall-ins from outside the right-of-way because not all
Transmission Owners have legal access to manage vegetation outside the right-of-
way. While it would be desirable to deal with all possible transgressions from
outside the right-of-way, the uncertainty in forecasting when an apparently sound
tree off the right-of-way may fall and the contentious nature of dealing with these
trees makes a requirement to handle all of them impractical.

The separation of IROL (any voltage level) and non-IROL (200 kV and above)
Transmission Lines into separate requirements with different VRFs, which some stated
to be inappropriate, and limiting of the NERC Compliance Monitoring and Enforcement
Program (CMEP) by creating two separate requirements with similar purposes but
covering different categories of equipment.

= The team divided the requirements and the types of vegetation-related outages to
bring the anticipated penalties in line with the reliability-related risk of different
types of vegetation-related encroachments. This is consistent with FERC VRF
Guideline 5.



e Some commenters stated the force majeure provisions are unnecessary and call into
guestion whether NERC and the regions have enforcement discretion to take such
things into account as part of the CMEP.

= The team included the force majeure provisions to prevent Transmission Owners
from having to develop burdensome self-reports of violations for conditions that
were outside their control. Explicitly noting these concerns should not have any
impact on enforcement discretion related to this or any other standard.

Proposed VRFs and VSLs
The non-binding poll of the drafting team’s proposed VRFs and VSLs achieved a quorum with 77

percent of those who registered to participate in providing an opinion and 79 percent of those
who provided an opinion indicated support for the VRFs and VSLs that were proposed by the
drafting team.

NERC'’s standards staff recommends approval of all the VRFs and all of the VSLs for
Requirements R3 through R7 that were developed by the drafting team, but recommends
approval of alternative VSLs developed by the standards staff for R1 and R2. Requirements R1
and R2 require management of vegetation to prevent encroachment into the MVCD and
sustained outages from vegetation-related fall-ins, contacts from vegetation and lines blowing
together, and contacts from vegetation growth. The drafting team proposed graduated VSLs
for both Requirements R1 and R2 as follows:

e Lower VSL for encroachment into the MVCD without a sustained outage
e Medium VSL for a fall-in from within the right-of-way that leads to a sustained outage

e High VSL for a contact caused by vegetation and lines blowing together that leads to a
sustained outage

e Severe VSL for a vegetation contact that leads to a sustained outage

The drafting team proposed that its VSLs indicate how poorly a vegetation management
program met its goal of preventing encroachment into the MVCD, assuming that the vegetation
management program includes different tasks, with different knowledge and skill
requirements, and a failure to meet performance associated with more complex tasks would be
a more severe indication of a program failure and should be assigned a higher VSL. The method
of assigning VSLs proposed by the drafting team does not meet NERC’s VSL guidelines. NERC's
guidelines assign VSLs based on how well the performance measured meets the reliability-
related intent of the associated requirement. In this case, the reliability intent of both R1 and
R2 is to prevent encroachment into the MVCD.

The standards staff proposes a High VSL for failure to prevent encroachment into the MVCD
that doesn’t lead to a sustained outage and a Severe VSL for failure to manage vegetation that
leads to any of the identified vegetation-related sustained outages.

e A High VSL represents noncompliant performance that misses a significant part of the
reliability intent of the requirement. Each Transmission Owner establishes the MVCD
and has an obligation under R1 and R2 to prevent vegetation from entering into this
flashover distance. If vegetation does enter this MVCD, this indicates that the program
wasn’t managed to the point where it met its objective. While partial credit should be
provided for preventing actual contact between vegetation and lines, the reliability



objective of preventing encroachment into the MVCD was missed by a significant
margin.

e A Severe VSL represents noncompliant performance that totally or mostly misses the
reliability intent of the requirement. In any situation where vegetation under the
control of the transmission owner was not managed to the point where there was
contact that led to a sustained outage, the reliability intent of the requirement was
totally missed.

The staff proposed alternative VSLs were posted for stakeholder comment with the VSLs
proposed by the drafting team from June 17-July 17, 2010. Forty-five sets of comments were
submitted, representing views of more than 100 different people from over 50 companies,
representing seven of the 10 industry segments. While some stakeholders did not indicate a
preference for one set of VSLs over another, stakeholders overwhelmingly (by more than a two
to one margin) indicated a preference for the VSLs proposed by the drafting team.

A link to the project history and files is included here for reference:
http://www.nerc.com/filez/standards/Vegetation-Management Project 2007-7.html

If trustees have questions or need additional information, they may contact Herb
Schrayshuen at herb.schrayshuen@nerc.net.


http://www.nerc.com/filez/standards/Vegetation-Management_Project_2007-7.html�
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Agenda ltem 6a-Attachment
Board of Trustees Meeting
November 3, 2011

Standard Development Timeline
This section is maintained by the drafting team during the development of the standard and will
be removed when the standard becomes effective.

Development Steps Completed

1.

© O N o g A~ 0D

SC approved SAR for initial posting (January 11, 2007).

SAR posted for comment (January 15—February 14, 2007).

SAR posted for comment (April 10-May 9, 2007).

SC authorized moving the SAR forward to standard development (June 27, 2007).
First draft of proposed standard posted (October 27, 2008-November 25, 2008)).
Second draft of revised standard posted (September 10, 20-October 24, 2009).
Third draft of revised standard posted (March 1, 2010-March 31, 2010).

Fourth draft of revised standard posted (June 17, 2010-July 17, 2010).

Fifth draft of revised standard posted (February 18, 2011-February 28, 2011)

10. Sixth draft of revised standard posted (September xx - 2011)

Proposed Action Plan and Description of Current Draft
Thisisthe fourth posting of the proposed revisions to the standard in accordance with Results-
Based Criteria and the sixth draft overall.

Future Development Plan

Anticipated Actions Anticipated Date
Recirculation ballot of standards. September 2011
Receive BOT approval November 2011
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Effective Dates

This standard becomes effective on the first calendar day of the first calendar quarter one year
after the date of the order approving the standard from applicable regulatory authorities where
such explicit approval is required. Where no regulatory approval is required, the standard
becomes effective on the first calendar day of the first calendar quarter one year after Board of
Trustees adoption.

Effective dates for individual lines when they undergo specific transition cases:

1. A line operated below 200kV, designated by the Planning Coordinator as an element of
an Interconnection Reliability Operating Limit (IROL) or designated by the Western
Electricity Coordinating Council (WECC) as an element of aMaor WECC Transfer
Path, becomes subject to this standard the latter of: 1) 12 months after the date the
Planning Coordinator or WECC initially designates the line as being an element of an
IROL or an element of a Mg or WECC Transfer Path, or 2) January 1 of the planning
year when the line is forecast to become an element of an IROL or an element of aMajor
WECC Transfer Path.

2. A line operated below 200 kV currently subject to this standard as a designated el ement
of an IROL or aMajor WECC Transfer Path which has a specified date for the removal
of such designation will no longer be subject to this standard effective on that specified
date.

3. Alineoperated at 200 kV or above, currently subject to this standard which isa
designated element of an IROL or aMaor WECC Transfer Path and which has a
specified date for the removal of such designation will be subject to Requirement R2 and
no longer be subject to Requirement R1 effective on that specified date.

4. An existing transmission line operated at 200kV or higher which is newly acquired by an
asset owner and which was not previously subject to this standard becomes subject to this
standard 12 months after the acquisition date.

5. Anexisting transmission line operated below 200kV which is newly acquired by an asset
owner and which was not previously subject to this standard becomes subject to this
standard 12 months after the acquisition date of the lineif at the time of acquisition the
line is designated by the Planning Coordinator as an element of an IROL or by WECC as
an element of aMagor WECC Transfer Path.

Draft 6: August 14, 2011 2
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Version History

Version

Date

Action

Change Tracking

1

TBA

1. Added “Standard Development
Roadmap.”

2. Changed “60” to “ Sixty” in section
A,5.2.

3. Added “Proposed Effective Date:
April 7, 2006” to footer.

4. Added “Draft 3: November 17,
2005" to footer.

01/20/06

[ —

April 4, 2007

Regulatory Approval — Effective Date

New
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Definitions of Terms Used in Standard

This section includes all newly defined or revised terms used in the proposed standard. Terms
already defined in the Reliability Sandards Glossary of Terms are not repeated here. New or
revised definitions listed bel ow become approved when the proposed standard is approved.
When the standard becomes effective, these defined terms will be removed from the individual
standard and added to the Glossary.

Right-of-Way (ROW)

The corridor of land under atransmission ling(s) The qurrent ?I ossary definit ?‘n .Of this NEfRCh
needed to operate the ling(s). The width of the _term Is modified to andress the Issues set fort
corridor is established by engineering or in Paragraph 734 of FERC Order 693.

construction standards as documented in either

construction documents, pre-2007 vegetation maintenance records, or by the blowout standard in
effect when the line was built. The ROW width in no case exceeds the Transmission Owner’s
legal rights but may be less based on the aforementioned criteria.

Vegetation I nspection

The systematic examination of vegetation The current glossary definition of this NERC
conditions on a Right-of-Way and those vegetation &M is modified to allow both maintenance
conditions under the Transmission Owner’s control  INSPections and vegetation inspections to be

that are likely to pose a hazard to the line(s) prior to ~ Performed concurrently.
the next planned maintenance or inspection. This

may be combined with a general line inspection. Current definition of Vegetation Inspection:
The systematic examination of a transmission

corridor to document vegetation conditions.

Minimum Vegetation Clearance Distance (MVCD)
The calculated minimum distance stated in feet (meters) to prevent flash-over between
conductors and vegetation, for various atitudes and operating voltages.

Draft 6: August 14, 2011 4
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When this standard has received ballot approval, the text boxes will be moved to the Guideline
and Technical Basis Section.

A. Introduction

1.

2.

Title:

Number:

Purpose:

Transmission V egetation Management

FAC-003-2

To maintain areliable electric transmission system by using a defense-in-

depth strategy to manage vegetation located on transmission rights of way
(ROW) and minimize encroachments from vegetation located adjacent to
the ROW, thus preventing the risk of those vegetation-related outages that

could lead to Cascading.

Applicability

4.1.

4.2.

Functional Entities:
4.1.1 Transmission Owners

Facilities: Defined below (referred to as “ applicable lines”), including but not
limited to those that cross lands owned by federal !, state, provincial, public,

private, or tribal entities:

4.2.1. Each overhead transmission line

operated at 200kV or higher.

4.2.2. Each overhead transmission line
operated below 200kV identified as an
element of an IROL under NERC
Standard FAC-014 by the Planning

Coordinator.

4.2.3. Each overhead transmission line
operated below 200 kV identified as an
element of aMajor WECC Transfer
Path in the Bulk Electric System by

WECC.

4.2.4. Each overhead transmission line
identified above (4.2.1 through 4.2.3)
located outside the fenced area of the

Rationale: The areas excluded in
4.2.4 were excluded based on comments
from industry for reasons summarized as
follows: 1) Thereisavery low risk from
vegetation in this area. Based on an
informal survey, no TOs reported such
an event. 2) Substations, switchyards,
and stations have many inspection and
maintenance activities that are necessary
for reliability. Those existing process
manage the threat. As such, the formal
stepsin this standard are not well suited
for this environment. 3) NERC has a
project in place to address at alater date
the applicability of this standard to
Generation Owners. 4) Specificaly
addressing the areas where the standard
does and does not apply makes the
standard clearer.

switchyard, station or substation and any portion of the span of the
transmission line that is crossing the substation fence.

1 EPAct 2005 section 1211c: “ Access
approvals by Federal agencies.”

Draft 6: August 14, 2011
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Enforcement:

The Requirements within a Reliability Standard govern and will be enforced. The Requirements
within aReliability Standard define what an entity must do to be compliant and binds an entity to
certain obligations of performance under Section 215 of the Federal Power Act. Compliance
will in all cases be measured by determining whether a party met or failed to meet the Reliability
Standard Requirement given the specific facts and circumstances of its use, ownership or
operation of the bulk power system.

M easures provide guidance on assessing non-compliance with the Requirements. Measures are
the evidence that could be presented to demonstrate compliance with a Reliability Standard
Requirement and are not intended to contain the quantitative metrics for determining satisfactory
performance nor to limit how an entity may demonstrate compliance if valid alternatives to
demonstrating compliance are available in a specific case. A Reliability Standard may be
enforced in the absence of specified Measures.

Entities must comply with the “Compliance” section in its entirety, including the Administrative
Procedure that sets forth, among other things, reporting requirements.

The “Guideline and Technical Basis’ section, the Background section and text boxes with
“Examples’” and “Rationale”’ are provided for informationa purposes. They are designed to
convey guidance from NERC' s various activities. The “Guideline and Technical Basis’ section
and text boxes with “Examples’” and “Rationale”’ are not intended to establish new Requirements
under NERC'’ s Reliability Standards or to modify the Requirementsin any existing NERC
Reliability Standard. Implementation of the “Guideline and Technical Basis’ section, the
Background section and text boxes with “Examples’ and “Rationale” is not a substitute for
compliance with Requirementsin NERC’ s Reliability Standards.”

5. Background:

This standard uses three types of requirements to provide layers of protection to prevent
vegetation related outages that could lead to Cascading:

a) Performance-based — defines a particular reliability objective or outcome to be
achieved. Initssimplest form, aresults-based requirement has four components:
who, under what conditions (if any), shall perform what action, to achieve what
particular bulk power system performance result or outcome?

b) Risk-based — preventive requirements to reduce the risks of failure to acceptable
tolerance levels. A risk-based reliability requirement should be framed as: who,
under what conditions (if any), shall perform what action, to achieve what
particular result or outcome that reduces a stated risk to the reliability of the bulk
power system?

C) Competency-based — defines aminimum set of capabilities an entity needs to
have to demonstrate it is able to perform its designated reliability functions. A
competency-based reliability requirement should be framed as. who, under what

Draft 6: August 14, 2011 6
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conditions (if any), shall have what capability, to achieve what particular result
or outcome to perform an action to achieve a result or outcome or to reduce a
risk to the reliability of the bulk power system?

The defense-in-depth strategy for reliability standards development recognizes that each
requirement in aNERC reliability standard has arolein preventing system failures, and
that these roles are complementary and reinforcing. Reliability standards should not be
viewed as a body of unrelated requirements, but rather should be viewed as part of a
portfolio of requirements designed to achieve an overall defense-in-depth strategy and
comport with the quality objectives of areliability standard.

This standard uses a defense-in-depth approach to improve the reliability of the electric
Transmission system by:

* Requiring that vegetation be managed to prevent vegetation encroachment inside
the flash-over clearance (R1 and R2);

» Requiring documentation of the maintenance strategies, procedures, processes and
specifications used to manage vegetation to prevent potential flash-over
conditions including consideration of 1) conductor dynamics and 2) the
interrel ationships between vegetation growth rates, control methods and the
inspection frequency (R3);

* Requiring timely notification to the appropriate control center of vegetation
conditions that could cause a flash-over at any moment (R4);

* Requiring corrective actions to ensure that flash-over distances will not be
violated due to work constrains such as legal injunctions (R5);

* Requiring inspections of vegetation conditions to be performed annually (R6);
and

* Requiring that the annual work needed to prevent flash-over is completed (R7).
For this standard, the requirements have been developed as follows:

* Performance-based: Requirements 1 and 2

» Competency-based: Requirement 3

* Risk-based: Requirements4, 5, 6 and 7

R3 serves asthefirst line of defense by ensuring that entities understand the problem they
are trying to manage and have fully developed strategies and plans to manage the
problem. R1, R2, and R7 serve as the second line of defense by requiring that entities
carry out their plans and manage vegetation. R6, which requires inspections, may be
either apart of thefirst line of defense (asinput into the strategies and plans) or as athird
line of defense (as a check of the first and second lines of defense). R4 serves as the final
line of defense, as it addresses cases in which all the other lines of defense have failed.
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Magjor outages and operationa problems have resulted from interference between
overgrown vegetation and transmission lines located on many types of lands and
ownership situations. Adherence to the standard requirements for applicable lines on any
kind of land or easement, whether they are Federal Lands, state or provincial lands,
public or private lands, franchises, easements or lands owned in fee, will reduce and
manage thisrisk. For the purpose of the standard the term “public lands” includes
municipal lands, village lands, city lands, and a host of other governmental entities.

This standard addresses vegetation management along applicable overhead lines and does
not apply to underground lines, submarine lines or to line sections inside an electric
station boundary.

This standard focuses on transmission lines to prevent those vegetation related outages
that could lead to Cascading. It is not intended to prevent customer outages due to tree
contact with lower voltage distribution system lines. For example, localized customer
service might be disrupted if vegetation were to make contact with a69kV transmission
line supplying power to a 12kV distribution station. However, this standard is not written
to address such isolated situations which have little impact on the overall electric
transmission system.

Since vegetation growth is constant and always present, unmanaged vegetation poses an
increased outage risk, especially when numerous transmission lines are operating at or
near their Rating. This can present a significant risk of consecutive line failures when
lines are experiencing large sags thereby leading to Cascading. Once thefirst linefails
the shift of the current to the other lines and/or the increasing system loads will lead to
the second and subsequent line failures as contact to the vegetation under those lines
occurs. Conversely, most other outage causes (such as trees falling into lines, lightning,
animals, motor vehicles, etc.) are not an interrelated function of the shift of currents or
the increasing system loading. These events are not any more likely to occur during
heavy system loads than any other time. Thereis no cause-effect relationship which
creates the probability of simultaneous occurrence of other such events. Therefore these
types of events are highly unlikely to cause large-scale grid failures. Thus, this standard
places the highest priority on the management of vegetation to prevent vegetation grow-
ins.

Draft 6: August 14, 2011 8
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B. Requirements and Measures

R1. Each Transmission Owner shall
manage vegetation to prevent
encroachments into the MVCD of its
applicable ling(s) which are either an
element of an IROL, or an element of
aMaor WECC Transfer Path;
operating within its Rating and all
Rated Electrical Operating Conditions
of the types shown below?” [Violation
Risk Factor: High] [Time Horizon:
Real-time]:

1.  Anencroachment into the
MV CD as shown in FAC-003-
Table 2, observed in Real-time,
absent a Sustained Outage®,

2. Anencroachment due to afall-in
from inside the ROW that caused
avegetation-related Sustained
Outage”,

3. Anencroachment dueto the
blowing together of applicable
lines and vegetation located
inside the ROW that caused a
vegetation-related Sustained
Outage”,

4.  Anencroachment dueto
vegetation growth into the
MV CD that caused a vegetation-
related Sustained Outage”.

Rationale for R1 and R2:

Lines with the highest significance to reliability
are covered in R1; all other lines are covered in
R2.

Rationale for the types of failure to
manage vegetation which are listed in
order of increasing degrees of severity in
non-compliant performance as it relates
to a failure of a Transmission Owner's
vegetation maintenance program:

1. This management failure is found by routine
inspection or Fault event investigation, and is
normally symptomatic of unusual conditionsin
an otherwise sound program.

2. This management failure occurs when the
height and location of aside tree within the ROW
is not adequately addressed by the program.

3. This management failure occurs when side
growth is not adequately addressed and may be
indicative of an unsound program.

4. This management failure is usually indicative
of aprogram that is not addressing the most
fundamental dynamic of vegetation management,
(i.e. agrow-in under theline). If thistype of
failureis pervasive on multiple lines, it provides a
mechanism for a Cascade.

2 This requirement does not apply to circumstances that are beyond the control of a Transmission Owner subject to
thisreliability standard, including natural disasters such as earthquakes, fires, tornados, hurricanes, landslides, wind
shear, fresh gale, major storms as defined either by the Transmission Owner or an applicable regulatory body, ice
storms, and floods; human or animal activity such aslogging, animal severing tree, vehicle contact with tree, or
installation, removal, or digging of vegetation. Nothing in this footnote should be construed to limit the
Transmission Owner’ sright to exercise its full legal rights on the ROW.

3 |f alater confirmation of a Fault by the Transmission Owner shows that a vegetation encroachment within the
MV CD has occurred from vegetation within the ROW, this shall be considered the equivalent of a Real-time

observation.

* Multiple Sustained Outages on an individual line, if caused by the same vegetation, will be reported as one outage
regardless of the actual number of outages within a 24-hour period.
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M1.

R2.

M2.

Each Transmission Owner has evidence that it managed vegetation to prevent
encroachment into the MV CD as described in R1. Examples of acceptable forms of
evidence may include dated attestations, dated reports containing no Sustained Outages
associated with encroachment types 2 through 4 above, or records confirming no Real-
time observations of any MV CD encroachments. (R1)

Each Transmission Owner shall manage vegetation to prevent encroachments into the
MV CD of its applicable ling(s) which are not either an element of an IROL, or an
element of aMaor WECC Transfer Path; operating within its Rating and all Rated
Electrical Operating Conditions of the types shown below? [Violation Risk Factor:
Medium| [Time Horizon: Real-time]:

1. An encroachment into the MV CD, observed in Real-time as shown in FAC-003-
Table 2, absent a Sustained Outage®,

2. Anencroachment due to afall-in from inside the ROW that caused a vegetation-
related Sustained Outage”,

3. Anencroachment due to blowing together of applicable lines and vegetation located
inside the ROW that caused a vegetation-related Sustained Outage”,

4. An encroachment due to vegetation growth into the MV CD that caused a
vegetation-related Sustained Outage”

Each Transmission Owner has evidence that it managed vegetation to prevent
encroachment into the MV CD as described in R2. Examples of acceptable forms of
evidence may include dated attestations, dated reports containing no Sustained Outages
associated with encroachment types 2 through 4 above, or records confirming no Real-
time observations of any MV CD encroachments. (R2)
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R3.

M3.

R4.

MA4.

Each Transmission Owner shall have

) , Rationale
documented maintenance strategies or The documentation provides a basis for
procedures or processes or specifications o4 ati ng the competency of the
it uses to prevent the encroachment of Transmission Owner’ s vegetation program.
vegetation into the MVCD of its There may be many acceptable approaches
appllcgble lines that accounts for the to maintain clearances. Any approach must
following: demonstrate that the Transmission Owner
3.1 Movement of applicableline avoids vegetation-to-wire conflicts under all
conductors under their Rating and Ratings and all Rated Electrical Operating
al Rated Electrical Operating Conditions. See Figure 1 for an illustration
Conditions, of possible conductor locations.

3.2 Inter-relationships between
vegetation growth rates, vegetation control methods, and
inspection frequency.

[Violation Risk Factor: Lower] [Time Horizon: Long Term
Planning]:

The maintenance strategies or procedures or processes or specifications provided
demonstrate that the Transmission Owner can prevent encroachment into the MV CD
considering the factors identified in the requirement. (R3)

Each Transmission Owner, without any
intentional time delay, shall notify the
control center holding switching
authority for the associated applicable
line when the Transmission Owner has
confirmed the existence of avegetation
condition that islikely to cause a Fault at
any moment [Violation Risk Factor: Medium] [Time Horizon: Real-time].

Rationale

Thisis to ensure expeditious communication
between the Transmission Owner and the
control center when acritical situation is
confirmed.

Each Transmission Owner that has a confirmed vegetation condition likely to cause a
Fault at any moment will have evidence that it notified the control center holding
switching authority for the associated transmission line without any intentional time
delay. Examples of evidence may include control center logs, voice recordings,
switching orders, clearance orders and subsequent work orders. (R4)
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R5.

M5.

R6.

When a Transmission Owner is
constrained from performing vegetation
work on an applicable line operating
within its Rating and all Rated Electrical
Operating Conditions, and the constraint
may lead to a vegetation encroachment
into the MV CD prior to the
implementation of the next annua work
plan, then the Transmission Owner shall
take corrective action to ensure continued
vegetation management to prevent
encroachments [Violation Risk Factor:
Medium] [ Time Horizon: Operations
Planning].

Rationale

Legal actions and other events may occur
which result in constraints that prevent the
Transmission Owner from performing
planned vegetation maintenance work.

In cases where the transmission lineis put at
potential risk due to constraints, the intent is
for the Transmission Owner to put interim
measures in place, rather than do nothing.
The corrective action process is not
intended to address situations where a
planned work methodology cannot be
performed but an aternate work
methodology can be used.

Each Transmission Owner has evidence of the corrective action taken for each
constraint where an applicable transmission line was put at potential risk. Examples of
acceptable forms of evidence may include initially-planned work orders, documentation
of constraints from landowners, court orders, inspection records of increased
monitoring, documentation of the de-rating of lines, revised work orders, invoices, or

evidence that the line was de-energized. (R5)

Each Transmission Owner shall perform a
V egetation Inspection of 100% of its
applicable transmission lines (measured in
units of choice - circuit, poleline, line
miles or kilometers, etc.) at least once per
calendar year and with no more than 18
calendar months between inspections on
the same ROW?® [Violation Risk Factor:
Medium| [ Time Horizon: Operations
Planning].

Rationale

Inspections are used by Transmission
Owners to assess the condition of the entire
ROW. The information from the assessment
can be used to determine risk, determine
future work and evaluate recently-
completed work. This requirement sets a
minimum V egetation Inspection frequency
of once per calendar year but with no more
than 18 months between inspections on the
same ROW. Based upon average growth
rates across North America and on common
utility practice, this minimum frequency is
reasonable. Transmission Owners should
consider local and environmental factors
that could warrant more frequent
inspections.

> When the Transmission Owner is prevented from performing a \Vegetation Inspection within the timeframe in R6
due to a natural disaster, the TO is granted atime extension that is equivalent to the duration of the time the TO was
prevented from performing the Vegetation I nspection.

Draft 6: August 14, 2011
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M6.

R7.

M7.

Each Transmission Owner has evidence that it conducted V egetation Inspections of the
transmission line ROW for all applicable lines at |east once per calendar year but with
no more than 18 calendar months between inspections on the same ROW. Examples of
acceptable forms of evidence may include completed and dated work orders, dated
invoices, or dated inspection records. (R6)

Each Transmission Owner shall complete
100% of its annual vegetation work plan of Rationale

applicable lines to ensure no vegetation This requirement sets the expectation
encroachments occur within the MV CD. that the work identified in the annual
Modifications to the work plan in response work plan will be completed as planned.
to changing conditions or to findings from It allows modifications to the planned
vegetation inspections may be made work for changing conditions, taking into

(provided they do not alow encroachment consideration anticipated growth of

of vegetation into the MV CD) and must be vegetation and all other environmental
documented. The percent completed factors, provided that those modifications
calculation is based on the number of units do not put the transmission system at risk
actually completed divided by the number of avegetation encroachment.

of unitsin the final amended plan

(measured in units of choice - circuit, pole

line, line miles or kilometers, etc.) Examples of reasons for modification to annual plan
may include [Violation Risk Factor: Medium| [ Time Horizon: Operations Planning]:

e Changein expected growth rate/ environmental factors

e Circumstances that are beyond the control of a Transmission Owner®
e Rescheduling work between growing seasons

e Crew or contractor availability/ Mutual assistance agreements

e Identified unanticipated high priority work

e  Weather conditions/Accessibility

e Permitting delays

e Land ownership changes/Changein land use by the landowner

e Emerging technologies

Each Transmission Owner has evidence that it completed its annual vegetation work
plan for its applicable lines. Examples of acceptable forms of evidence may include a
copy of the completed annual work plan (as finally modified), dated work orders, dated
invoices, or dated inspection records. (R7)

® Circumstances that are beyond the control of a Transmission Owner include but are not limited to natural disasters
such as earthquakes, fires, tornados, hurricanes, landslides, ice storms, floods, or major storms as defined either by
the TO or an applicable regulatory body.
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C. Compliance
1. Compliance Monitoring Process
1.1 Compliance Enforcement Authority
1.2 Regional Entity Evidence Retention

The following evidence retention periods identify the period of time an entity is
required to retain specific evidence to demonstrate compliance. For instances
where the evidence retention period specified below is shorter than the time since
the last audit, the Compliance Enforcement Authority may ask an entity to
provide other evidence to show that it was compliant for the full time period since
the last audit.

The Transmission Owner retains data or evidence to show compliance with
Requirements R1, R2, R3, R5, R6 and R7, Measures M1, M2, M3, M5, M6 and
M7 for three calendar years unless directed by its Compliance Enforcement
Authority to retain specific evidence for alonger period of time as part of an
investigation.

The Transmission Owner retains data or evidence to show compliance with
Requirement R4, Measure M4 for most recent 12 months of operator logs or most
recent 3 months of voice recordings or transcripts of voice recordings, unless
directed by its Compliance Enforcement Authority to retain specific evidence for
alonger period of time as part of an investigation.

If a Transmission Owner is found non-compliant, it shall keep information related
to the non-compliance until found compliant or for the time period specified
above, whichever islonger.

The Compliance Enforcement Authority shall keep the last audit records and all
requested and submitted subsequent audit records.

1.3 Compliance Monitoring and Enfor cement Processes:
Compliance Audit
Self-Certification
Spot Checking
Compliance Violation Investigation
Self-Reporting
Complaint
Periodic Data Submittal
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1.4 Additional Compliance Information

Periodic Data Submittal: The Transmission Owner will submit a quarterly report
to its Regional Entity, or the Regional Entity’ s designee, identifying all Sustained
Outages of applicable lines operated within their Rating and all Rated Electrical
Operating Conditions as determined by the Transmission Owner to have been
caused by vegetation, except as excluded in footnote 2, and including as a
minimum the following:

o

The name of the circuit(s), the date, time and duration of the outage;
the voltage of the circuit; a description of the cause of the outage; the
category associated with the Sustained Outage; other pertinent
comments; and any countermeasures taken by the Transmission
Owner.

A Sustained Outage is to be categorized as one of the following:

o

Category 1A — Grow-ins: Sustained Outages caused by vegetation
growing into applicable lines, that are identified as an element of an
IROL or Major WECC Transfer Path, by vegetation inside and/or
outside of the ROW,

Category 1B — Grow-ins. Sustained Outages caused by vegetation
growing into applicable lines, but are not identified as an element of an
IROL or Major WECC Transfer Path, by vegetation inside and/or
outside of the ROW,

Category 2A — Fall-ins: Sustained Outages caused by vegetation
falling into applicable linesthat are identified as an element of an
IROL or Major WECC Transfer Path, from within the ROW;

Category 2B — Fall-ins. Sustained Outages caused by vegetation
falling into applicable lines, but are not identified as an element of an
IROL or Major WECC Transfer Path, from within the ROW;

Category 3 — Fall-ins. Sustained Outages caused by vegetation falling
into applicable linesfrom outside the ROW;

Category 4A — Blowing together: Sustained Outages caused by
vegetation and applicable lines that are identified as an element of an
IROL or Major WECC Transfer Path, blowing together from within
the ROW.

Category 4B — Blowing together: Sustained Outages caused by
vegetation and applicable lines, but are not identified as an element of
an IROL or Mg or WECC Transfer Path, blowing together from within
the ROW.

The Regional Entity will report the outage information provided by Transmission
Owners, as per the above, quarterly to NERC, as well as any actions taken by the
Regional Entity as aresult of any of the reported Sustained Outages.

Draft 6: August 14, 2011
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Table of Compliance Elements

R# Time VRF Violation Severity Level
Horizon Lower Moderate High Severe
The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
failed to manage failed to manage vegetationin | to manage vegetation in a to manage vegetationin a
vegetation in a manner amanner such that the manner such that the manner such that the
such that the Transmission | Transmission Owner had an Transmission Owner had an Transmission Owner had an
Rl | Red-time | High Owner had an _ encroachmer)t into th_e MVCD encroachme_nt intothe MVCD | encroachment _i nto the MVCD
encroachment into the dueto afal-in frominsidethe | dueto blowing together of due to agrow-in that caused a
MV CD observedin Rea- | ROW that caused a applicable lines and vegetation | vegetation-related Sustained
time, absent a Sustained vegetation-rel ated Sustained located inside the ROW that Outage.
Outage. Outage. caused a vegetation-related
Sustained Outage.
The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
failed to manage failed to manage vegetationin | to manage vegetationin a to manage vegetationin a
vegetation in a manner amanner such that the manner such that the manner such that the
such that the Transmission | Transmission Owner had an Transmission Owner had an Transmission Owner had an
R? | Reatime | Medium Owner had an _ encroachmer)t into th_e MVCD encroachme_nt intothe MVCD | encroachment _i nto the MVCD
encroachment into the dueto afal-in frominsidethe | dueto blowing together of due to agrow-in that caused a
MV CD observedin Rea- | ROW that caused a applicable lines and vegetation | vegetation-related Sustained
time, absent a Sustained vegetation-rel ated Sustained located inside the ROW that Outage.
Outage. Outage. caused a vegetation-related
Sustained Outage.
The Transmission Owner has | The Transmission Owner has The Transmission Owner does
maintenance strategies or maintenance strategies or not have any maintenance
documented procedures or documented procedures or strategies or documented
processes or specificationsbut | processes or specificationsbut | procedures or processes or
R3 Long-_Ter M| ower has not accounted for the has not accounted for the specifications used to prevent
Planning inter-rel ationships between movement of transmission line | the encroachment of vegetation
vegetation growth rates, conductors under their Rating | into the MV CD, for the
vegetation control methods, and all Rated Electrica Transmission Owner's
and inspection frequency, for | Operating Conditions, for the applicable lines.
the Transmission Owner’s Transmission Owner’s
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applicable lines. (Requirement
R3, Part 3.2)

applicable lines. Requirement
R3, Part 3.1)

The Transmission Owner
experienced a confirmed
vegetation threat and notified
the control center holding

The Transmission Owner
experienced a confirmed
vegetation threat and did not
notify the control center

R4 | Realtime | Medium switching authority for that holding switching authority for
applicable line, but there was that applicableline.
intentional delay in that
notification.
The Transmission Owner did
not take corrective action when
Operations , it was constrained from
RS Planning Medium performing planned vegetation
work where an applicable line
was put at potential risk.
The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
failed to inspect 5% or less | failed to inspect more than 5% | to inspect more than 10% up to | to inspect more than 15% of its
Operations of its applicable lines up to and including 10% of its | and including 15% of its applicable lines (measured in
R6 Planni Medium | (measured in units of applicable lines (measured in | applicable lines (measured in units of choice - circuit, pole
anning : L , . ) L ! ) L T : .
choice - circuit, poleline, units of choice - circuit, pole units of choice - circuit, pole ling, line miles or kilometers,
line miles or kilometers, line, line miles or kilometers, | line, line miles or kilometers, etc.).
etc.) etc.). etc.).
The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
failed to complete 5% or failed to complete morethan | to complete more than 10% and | to complete more than 15% of
R7 Operations Medium less of its annual 5% and up to and including up to and including 15% of its | itsannual vegetation work plan
Planning vegetation work plan for 10% of itsannual vegetation | annua vegetation work plan for its applicable lines (as

its applicable lines (as
finally modified).

work plan for its applicable
lines (asfinally modified).

for its applicable lines (as
finally modified).

finally modified).
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D. Regional Differences
None.

E. Interpretations
None.

F. Associated Documents
Guideline and Technical Basis (attached).
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Guideline and Technical Basis

Effective dates:

The first two sentences of the Effective Dates section is standard language used in most NERC standards to cover the general effective
date and is sufficient to cover the vast mgjority of situations. Five special cases are needed to cover effective dates for individual lines
which undergo transitions after the general effective date. These special cases cover the effective dates for those lines which are
initially becoming subject to the standard, those lines which are changing their applicability within the standard, and those lines which
are changing in amanner that removes their applicability to the standard.

Case 1 is needed because the Planning Coordinators may designate lines below 200 kV to become elements of an IROL or Major
WECC Transfer Path in afuture Planning Y ear (PY). For example, studies by the Planning Coordinator in 2011 may identify alineto
have that designation beginning in PY 2021, ten years after the planning study is performed. It is not intended for the Standard to be
immediately applicable to, or in effect for, that line until that future PY begins. The effective date provision for such lines ensures that
the line will become subject to the standard on January 1 of the PY specified with an alowance of at least 12 months for the
Transmission Owner to make the necessary preparations to achieve compliance on that line. The table below has some explanatory
examples of the application.

PY theline
Datethat Planning  will become Effective Date
Study is an IROL The latter of Date 1

completed element Date 1 Date 2 or Date 2

05/15/2011 2012 05/15/2012 01/01/2012 05/15/2012
05/15/2011 2013 05/15/2012 01/01/2013 01/01/2013
05/15/2011 2014 05/15/2012 01/01/2014 01/01/2014
05/15/2011 2021 05/15/2012 01/01/2021 01/01/2021

Case 2 is needed because a line operating below 200kV designated as an element of an IROL or Major WECC Transfer Path may be
removed from that designation due to system improvements, changes in generation, changes in loads or changes in studies and
analysis of the network.
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Case 3 is needed because aline operating at 200 kV or above that once was designated as an element of an IROL or Mgor WECC
Transfer Path may be removed from that designation due to system improvements, changes in generation, changes in loads or changes
in studies and analysis of the network. Such changes result in the need to apply R1 to that line until that date is reached and then to
apply R2 to that line thereafter.

Case 4 is needed because an existing line that is to be operated at 200 kV or above can be acquired by a Transmission Owner from a
third party such as a Distribution Provider or other end-user who was using the line solely for local distribution purposes, but the
Transmission Owner, upon acquisition, isincorporating the line into the interconnected el ectrical energy transmission network which
will thereafter make the line subject to the standard.

Case 5 is needed because an existing line that is operated below 200 kV can be acquired by a Transmission Owner from athird party
such as a Distribution Provider or other end-user who was using the line solely for local distribution purposes, but the Transmission
owner, upon acquisition, isincorporating the line into the interconnected electrical energy transmission network. In this specia case
the line upon acquisition was designated as an element of an Interconnection Reliability Operating Limit (IROL) or an element of a
Maor WECC Transfer Path.

Defined Terms:

Explanation for revising the definition of ROW:

The current NERC glossary definition of Right of Way has been modified to address the matter set forth in Paragraph 734 of FERC
Order 693. The Order pointed out that Transmission Owners may in some cases own more property or rights than are needed to reliably
operate transmission lines. This modified definition represents a slight but significant departure from the strict legal definition of “right
of way” in that this definition is based on engineering and construction considerations that establish the width of a corridor from a
technical basis. The pre-2007 maintenance records are included in the revised definition to allow the use of such vegetation widths if
there were no engineering or construction standards that referenced the width of right of way to be maintained for vegetation on a
particular line but the evidence exists in maintenance records for awidth that was in fact maintained prior to this standard becoming
mandatory. Such widths may be the only information available for lines that had limited or no vegetation easement rights and were
typically maintained primarily to ensure public safety. This standard does not require additional easement rights to be purchased to
satisfy a minimum right of way width that did not exist prior to this standard becoming mandatory.

Draft 6: August 14, 2011 20



FAC-003-2 — Transmission Vegetation Management

Explanation for revising the definition of Vegetation I nspections:

The current glossary definition of this NERC term is being modified to allow both maintenance inspections and vegetation inspections
to be performed concurrently. This allows potential efficiencies, especially for those lines with minimal vegetation and/or slow
vegetation growth rates.

Explanation of the definition of the MV CD:

The MVCD isaca culated minimum distance that is derived from the Gallet Equations. Thisisamethod of calculating aflash over
distance that has been used in the design of high voltage transmission lines. Keeping vegetation away from high voltage conductors by
this distance will prevent voltage flash-over to the vegetation. See the explanatory text below for Requirement R3 and associated Figure
1. Table 2 below provides MV CD values for various voltages and atitudes. Details of the equations and an example calculation are
provided in Appendix 1 of the Technical Reference Document.

Requirements R1 and R2:

R1 and R2 are performance-based requirements. The reliability objective or outcome to be achieved is the management of vegetation
such that there are no vegetation encroachments within a minimum distance of transmission lines. Content-wise, R1 and R2 are the
same requirements; however, they apply to different Facilities. Both R1 and R2 require each Transmission Owner to manage vegetation
to prevent encroachment within the MV CD of transmission lines. R1 is applicable to linesthat are identified as an element of an IROL
or Mgjor WECC Transfer Path. R2 is applicableto all other linesthat are not elements of IROLS, and not elements of Mgor WECC
Transfer Paths.

The separation of applicability (between R1 and R2) recognizes that inadequate vegetation management for an applicable line that is
an element of an IROL or aMaor WECC Transfer Path is a greater risk to the interconnected electric transmission system than
applicable lines that are not elements of IROLs or Major WECC Transfer Paths. Applicable lines that are not elements of IROLS or
Magor WECC Transfer Paths do require effective vegetation management, but these lines are comparatively less operationally
significant. Asareflection of this difference in risk impact, the Violation Risk Factors (VRFs) are assigned as High for R1 and
Medium for R2.

Requirements R1 and R2 state that if inadequate vegetation management allows vegetation to encroach within the MV CD distance as
shownin Table 2, it isaviolation of the standard. Table 2 distances are the minimum clearances that will prevent spark-over based on
the Gallet equations as described more fully in the Technical Reference document.

These requirements assume that transmission lines and their conductors are operating within their Rating. If aline conductor is
intentionally or inadvertently operated beyond its Rating and Rated Electrical Operating Condition (potentialy in violation of other
standards), the occurrence of a clearance encroachment may occur solely dueto that condition. For example, emergency actions taken
by a Transmission Operator or Reliability Coordinator to protect an Interconnection may cause excessive sagging and an outage.
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Another example would be ice loading beyond the line’'s Rating and Rated Electrical Operating Condition. Such vegetation-related
encroachments and outages are not violations of this standard.

Evidence of failuresto adequately manage vegetation include real-time observation of a vegetation encroachment into the MV CD
(absent a Sustained Outage), or a vegetation-related encroachment resulting in a Sustained Outage due to afall-in from inside the
ROW, or a vegetation-related encroachment resulting in a Sustained Outage due to the blowing together of the lines and vegetation
located inside the ROW, or a vegetation-related encroachment resulting in a Sustained Outage due to agrow-in. Faults which do not
cause a Sustained outage and which are confirmed to have been caused by vegetation encroachment within the MV CD are considered
the equivalent of a Real-time observation for violation severity levels.

With this approach, the VSLs for R1 and R2 are structured such that they directly correlate to the severity of afailure of a
Transmission Owner to manage vegetation and to the corresponding performance level of the Transmission Owner’s vegetation
program’ s ability to meet the objective of “preventing the risk of those vegetation related outages that could lead to Cascading.” Thus
violation severity increases with a Transmission Owner’ s inability to meet this goal and its potential of leading to a Cascading event.
The additiona benefits of such a combination are that it simplifies the standard and clearly defines performance for compliance. A
performance-based requirement of this nature will promote high quality, cost effective vegetation management programs that will
deliver the overall end result of improved reliability to the system.

Multiple Sustained Outages on an individual line can be caused by the same vegetation. For exampleinitial investigations and
corrective actions may not identify and remove the actual outage cause then another outage occurs after the line is re-energized and
previous high conductor temperatures return. Such events are considered to be a single vegetation-related Sustained Outage under the
standard where the Sustained Outages occur within a 24 hour period.

The MV CD is acalculated minimum distance stated in feet (or meters) to prevent spark-over, for various altitudes and operating
voltages that is used in the design of Transmission Facilities. Keeping vegetation from entering this space will prevent transmission
outages.

If the Transmission Owner has applicable lines operated at nominal voltage levels not listed in Table 2, then the TO should use the
next largest clearance distance based on the next highest nominal voltage in the table to determine an acceptable distance.
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Requirement R3: R3 is acompetency based requirement concerned with the maintenance strategies, procedures, processes, or
specifications, a Transmission Owner uses for vegetation management.

An adequate transmission vegetation management program formally establishes the approach the Transmission Owner uses to plan
and perform vegetation work to prevent transmission Sustained Outages and minimize risk to the transmission system. The approach
provides the basis for evaluating the intent, allocation of appropriate resources, and the competency of the Transmission Owner in
managing vegetation. There are many acceptable approaches to manage vegetation and avoid Sustained Outages. However, the
Transmission Owner must be able to show the documentation of its approach and how it conducts work to maintain clearances.

An example of one approach commonly used by industry is ANSI Standard A300, part 7. However, regardless of the approach a
utility uses to manage vegetation, any approach a Transmission Owner chooses to use will generally contain the following elements:
1. the maintenance strategy used (such as minimum vegetation-to-conductor distance or maximum vegetation height) to
ensure that MVVCD clearances are never violated.

2. thework methods that the Transmission Owner usesto control vegetation
3. astated Vegetation Inspection frequency
4. anannual work plan

The conductor’ s position in space at any point in time is continuously changing in reaction to a number of different loading variables.
Changesin vertical and horizontal conductor positioning are the result of thermal and physical loads applied to theline.  Thermal
loading is afunction of line current and the combination of numerous variables influencing ambient heat dissipation including wind
velocity/direction, ambient air temperature and precipitation. Physical loading applied to the conductor affects sag and sway by
combining physical factors such asice and wind loading. The movement of the transmission line conductor and the MVCD is
illustrated in Figure 1 below. In the Technical Reference document more figures and explanations of conductor dynamics are
provided.
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/ Ay D = MINIMUM VEGETATION
\\ CLEARANCE DISTANCE
(MVeD)

A cross-section view of a single conductor at a given point along the span is shown with six possible conductor
positions due to movement resulting from thermal and mechanical loading.

Requirement R4:

R4 is arisk-based requirement. It focuses on preventative actions to be taken by the Transmission Owner for the mitigation of Fault
risk when a vegetation threat is confirmed. R4 involves the notification of potentially threatening vegetation conditions, without any
intentiona delay, to the control center holding switching authority for that specific transmission line. Examples of acceptable
unintentional delays may include communication system problems (for example, cellular service or two-way radio disabled), crews
located in remote field locations with no communication access, delays due to severe weather, etc.

Confirmation is key that athreat actually exists due to vegetation. This confirmation could be in the form of a Transmission Owner’s

employee who personally identifies such athreat in thefield. Confirmation could also be made by sending out an employee to
evaluate a situation reported by alandowner.

Draft 6: August 14, 2011 24



FAC-003-2 — Transmission Vegetation Management

Vegetation-related conditions that warrant a response include vegetation that is near or encroaching into the MV CD (a grow-in issue)
or vegetation that could fall into the transmission conductor (afall-inissue). A knowledgeable verification of the risk would include
an assessment of the possible sag or movement of the conductor while operating between no-load conditions and its rating.

The Transmission Owner has the responsibility to ensure the proper communication between field personnel and the control center to
allow the control center to take the appropriate action until or as the vegetation threat isrelieved. Appropriate actions may include a
temporary reduction in the line loading, switching the line out of service, or other preparatory actions in recognition of the increased
risk of outage on that circuit. The notification of the threat should be communicated in terms of minutes or hours as opposed to a
longer time frame for corrective action plans (see R5).

All potential grow-in or fall-in vegetation-related conditions will not necessarily cause a Fault at any moment. For example, some
Transmission Owners may have a danger tree identification program that identifies trees for removal with the potential to fall near the
line. These trees would not require notification to the control center unless they pose an immediate fall-in threzat.

Requirement R5:

R5 isarisk-based requirement. It focuses upon preventative actions to be taken by the Transmission Owner for the mitigation of
Sustained Outage risk when temporarily constrained from performing vegetation maintenance. Theintent of this requirement isto
deal with situations that prevent the Transmission Owner from performing planned vegetation management work and, as aresult, have
the potential to put the transmission line at risk. Constraints to performing vegetation maintenance work as planned could result from
legal injunctions filed by property owners, the discovery of easement stipulations which limit the Transmission Owner’ s rights, or
other circumstances.

This requirement is not intended to address situations where the transmission lineis not at potential risk and the work event can be
rescheduled or re-planned using an alternate work methodology. For example, aland owner may prevent the planned use of chemicals
on non-threatening, low growth vegetation but agree to the use of mechanical clearing. In this case the Transmission Owner is not
under any immediate time constraint for achieving the management objective, can easily reschedule work using an aternate approach,
and therefore does not need to take interim corrective action.

However, in situations where transmission line reliability is potentially at risk due to a constraint, the Transmission Owner is required
to take an interim corrective action to mitigate the potential risk to the transmission line. A wide range of actions can be taken to
address various situations. General considerations include:

e |dentifying locations where the Transmission Owner is constrained from performing planned vegetation maintenance work
which potentially leaves the transmission line at risk.
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e Developing the specific action to mitigate any potential risk associated with not performing the vegetation maintenance
work as planned.

e Documenting and tracking the specific action taken for the location.

e Indeveloping the specific action to mitigate the potential risk to the transmission line the Transmission Owner could
consider location specific measures such as modifying the inspection and/or maintenance intervals. Where alega
constraint would not allow any vegetation work, the interim corrective action could include limiting the loading on the
transmission line.

e The Transmission Owner should document and track the specific corrective action taken at each location. Thislocation
may be indicated as one span, one tree or a combination of spans on one property where the constraint is considered to be
temporary.

Requirement R6:

R6 is arisk-based requirement. This requirement sets a minimum time period for completing V egetation Inspections. The provision
that V egetation Inspections can be performed in conjunction with general line inspections facilitates a Transmission Owner’s ability to
meet this requirement. However, the Transmission Owner may determine that more frequent vegetation specific inspections are
needed to maintain reliability levels, based on factors such as anticipated growth rates of the local vegetation, length of the local
growing season, limited ROW width, and local rainfall. Thereforeit is expected that some transmission lines may be designated with
a higher frequency of inspections.

The VSLsfor Requirement R6 have levels ranked by the failure to inspect a percentage of the applicable linesto be inspected. To
calculate the appropriate VSL the Transmission Owner may choose units such as: circuit, pole line, line miles or kilometers, etc.

For example, when a Transmission Owner operates 2,000 miles of applicable transmission lines this Transmission Owner will be
responsible for inspecting all the 2,000 miles of lines at least once during the calendar year. If one of the included lines was 100 miles
long, and if it was not inspected during the year, then the amount failed to inspect would be 100/2000 = 0.05 or 5%. The*Low VSL”
for R6 would apply in this example.
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Requirement R7:

R7 isarisk-based requirement. The Transmission Owner is required to complete its an annual work plan for vegetation management
to accomplish the purpose of this standard. Modifications to the work plan in response to changing conditions or to findings from
vegetation inspections may be made and documented provided they do not put the transmission system at risk. The annual work plan
reguirement is not intended to necessarily require a“span-by-span”, or even a“line-by-line” detailed description of all work to be
performed. Itisonly intended to require that the Transmission Owner provide evidence of annual planning and execution of a
vegetation management mai ntenance approach which successfully prevents encroachment of vegetation into the MV CD.

For example, when a Transmission Owner identifies 1,000 miles of applicable transmission lines to be completed in the Transmission
Owner’s annual plan, the Transmission Owner will be responsible completing those identified miles. If a Transmission Owner makes
amodification to the annual plan that does not put the transmission system at risk of an encroachment the annual plan may be
modified. If 100 miles of the annual plan is deferred until next year the calculation to determine what percentage was completed for
the current year would be: 1000 — 100 (deferred miles) = 900 modified annual plan, or 900 / 900 = 100% completed annual miles. If a
Transmission Owner only completed 875 of the total 1000 miles with no acceptable documentation for modification of the annual plan
the calculation for failure to complete the annual plan would be: 1000 — 875 = 125 miles failed to compl ete then, 125 miles (not
completed) / 1000 total annual plan miles = 12.5% failed to compl ete.

The ability to modify the work plan alows the Transmission Owner to change priorities or treatment methodol ogies during the year as
conditions or situations dictate. For example recent line inspections may identify unanticipated high priority work, weather conditions
(drought) could make herbicide application ineffective during the plan year, or amajor storm could require redirecting local resources
away from planned maintenance. This situation may aso include complying with mutual assistance agreements by moving resources
off the Transmission Owner’s system to work on another system. Any of these examples could result in acceptable deferrals or
additions to the annual work plan provided that they do not put the transmission system at risk of a vegetation encroachment.

In general, the vegetation management mai ntenance approach should use the full extent of the Transmission Owner’ s easement, fee
simple and other legal rights allowed. A comprehensive approach that exercises the full extent of legal rights on the ROW is superior
to incremental management because in the long term it reduces the overall potential for encroachments, and it ensures that future
planned work and future planned inspection cycles are sufficient.

When devel oping the annual work plan the Transmission Owner should allow time for procedural requirements to obtain permitsto
work on federal, state, provincial, public, tribal lands. In some cases the lead time for obtaining permits may necessitate preparing
work plans more than a year prior to work start dates. Transmission Owners may also need to consider those special landowner
reguirements as documented in easement instruments.
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This requirement sets the expectation that the work identified in the annual work plan will be completed as planned. Therefore,
deferrals or relevant changes to the annual plan shall be documented. Depending on the planning and documentation format used by
the Transmission Owner, evidence of successful annual work plan execution could consist of signed-off work orders, signed contracts,
printouts from work management systems, spreadsheets of planned versus completed work, timesheets, work inspection reports, or
paid invoices. Other evidence may include photographs, and walk-through reports.
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FAC-003 — TABLE 2— Minimum Vegetation Clearance Distances (MVCD)’
For Alternating Current Voltages (feet)

(AC) (AC) MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD
Nominal Maximum (feet) (feet) feet feet feet feet feet feet feet feet feet feet
System System
Voltage Voltage
(KV) (kV)8
Over sea Over 500 Over 1000 Over Over Over Over Over Over Over Over Over
level up ft up to ft up to 2000 ft 3000 ft 4000 ft 5000 ft 6000 ft 7000 ft 8000 ft 9000 ft 10000 ft
to 500 ft 1000 ft 2000 ft up to up to up to up to up to up to up to up to up to

3000 ft 4000 ft 5000 ft 6000 ft 7000 ft 8000 ft 9000 ft 10000 ft 11000 ft

765 800 8.2ft 8.33ft 8.61ft 8.89ft 9.17ft 9.45ft 9.73ft 10.01ft 10.29ft 10.57ft 10.85ft 11.13ft
500 550 5.15ft 5.25ft 5.45ft 5.66ft 5.86ft 6.07ft 6.28ft 6.49ft 6.7ft 6.92ft 7.13ft 7.35ft
345 362 3.19ft 3.26ft 3.39ft 3.53ft 3.67ft 3.82ft 3.97ft 4.12ft 4.271ft 4.43ft 4.58ft 4.74ft
287 302 3.88ft 3.96ft 4.12ft 4.29ft 4.45ft 4.62ft 4.79ft 4.97ft 5.14ft 5.32ft 5.50ft 5.68ft
230 242 3.03ft 3.09ft 3.22ft 3.36ft 3.49ft 3.63ft 3.78ft 3.92ft 4.07ft 4.22ft 4.37ft 4.53ft
161* 169 2.05ft 2.09ft 2.19ft 2.28ft 2.38ft 2.48ft 2.58ft 2.69ft 2.8ft 2.91ft 3.03ft 3.14ft
138* 145 1.74ft 1.78ft 1.86ft 1.94ft 2.03ft 2.12ft 2.21ft 2.3ft 2.4ft 2.49ft 2.59ft 2.7t

115* 121 1.44ft 1.47ft 1.54ft 1.61ft 1.68ft 1.75ft 1.83ft 1.91ft 1.99ft 2.07ft 2.16ft 2.25ft
88* 100 1.18ft 1.21ft 1.26ft 1.32ft 1.38ft 1.44ft 1.5ft 1.57ft 1.64ft 1.71ft 1.78ft 1.86ft
69* 72 0.84ft 0.86ft 0.90ft 0.94ft 0.99ft 1.03ft 1.08ft 1.13ft 1.18ft 1.23ft 1.28ft 1.34ft

*  Such lines are applicable to this standard only if PC has determined such per FAC-014
(refer to the Applicability Section above)

" The distances in this Table are the minimums required to prevent Flash-over; however prudent vegetation maintenance practices dictate that substantially greater distances will be
achieved at time of vegetation maintenance.

8 Where applicable lines are operated at nominal voltages other than those listed, The Transmission Owner should use the maximum system voltage to determine
the appropriate clearance for that line.
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TABLE 2 (CONT) — Minimum V egetation Clearance Distances (MVCD)
For Alternating Current Voltages (meters)

7

MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD MVCD
meters meters meters meters meters meters meters meters meters meters meters meters
(AC) (AC)
Nominal Maximum
System System
Voltage Volta%e
(KV) (kv) Over sea Over Over 304.8 Over Over Over Over 1524 m Over Over Over Over Over
level up 914.4m up 1219.2m 1828.8m 2133.6m 3048m up
152.4 m up m up to 609.6m up up to 1828.8 2438.4m up 2743.2m up
01524 1 03048m | 609.6m | to914.4m to up to m up to UPto | 1527432m | to3048m to
m ) ) ) 1219.2m 1524m 2133.6m 2438.4m ) 3352.8m
765 800 2.49m 2.54m 2.62m 2.71m 2.80m 2.88m 2.97m 3.05m 3.14m 3.22m 3.31m 3.39m
500 550 1.57m 1.6m 1.66m 1.73m 1.79m 1.85m 1.91m 1.98m 2.04m 2.11m 2.17m 2.24m
345 362 0.97m 0.99m 1.03m 1.08m 1.12m 1.16m 1.21m 1.26m 1.30m 1.35m 1.40m 1.44m
287 302 1.18m 0.88m 1.26m 1.31m 1.36m 1.41m 1.46m 1.51m 1.57m 1.62m 1.68m 1.73m
230 242 0.92m 0.94m 0.98m 1.02m 1.06m 1.11m 1.15m 1.19m 1.24m 1.29m 1.33m 1.38m
161* 169 0.62m 0.64m 0.67m 0.69m 0.73m 0.76m 0.79m 0.82m 0.85m 0.89m 0.92m 0.96m
138* 145 0.53m 0.54m 0.57m 0.59m 0.62m 0.65m 0.67m 0.70m 0.73m 0.76m 0.79m 0.82m
115* 121 0.44m 0.45m 0.47m 0.49m 0.51m 0.53m 0.56m 0.58m 0.61m 0.63m 0.66m 0.69m
88* 100 0.36m 0.37m 0.38m 0.40m 0.42m 0.44m 0.46m 0.48m 0.50m 0.52m 0.54m 0.57m
69* 72 0.26m 0.26m 0.27m 0.29m 0.30m 0.31m 0.33m 0.34m 0.36m 0.37m 0.39m 0.41m
*  Such lines are applicable to this standard only if PC has determined such per FAC-014 (refer to the Applicability Section above)
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TABLE 2 (CONT) — Minimum Vegetation Clearance Distances (MVCD)’
For Direct Current Voltages feet (meters)

(DC) (DC) (DC) (DC) (DC) (DC) (DC) (DC) (DC) (DC) (DC) (DC) (DC)
Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal
Poleto Poleto Poleto Poleto Poleto Poleto Poleto Poleto Poleto Poleto Poleto Poleto Poleto
Ground Ground Ground Ground Ground Ground Ground Ground Ground Ground Ground Ground Ground
Voltage Voltage Voltage Voltage Voltage Voltage Voltage Voltage Voltage Voltage Voltage Voltage Voltage
(kV) (kV) (kV) (kV) (kV) (kV) (kV) (kV) (kV) (kV) (kV) (kV) (kV)

Over sea Over 500 Over 1000 | Over 2000 | Over 3000 | Over 4000 | Over 5000 Over 6000 Over 7000 Over 8000 Over 9000 | Over 10000
level up to ft up to ft up to ftup to ftup to ft up to ft up to ftup to ftup to ftup to ftup to ftup to
500 ft 1000 ft 2000 ft 3000 ft 4000 ft 5000 ft 6000 ft 7000 ft 8000 ft 9000 ft 10000 ft 11000 ft
(Over sea (Over (Over (Over (Over (Over (Over (Over (Over (Over (Over (Over
level up to 1524 m 304.8 m 609.6m up 914.4m up 1219.2m 1524 m up 1828.8m 2133.6m 2438.4m 2743.2m 3048m up
152.4m) up to up to to 914.4m to up to to 1828.8 up to up to up to up to to
304.8 m 609.6m) 1219.2m 1524m m) 2133.6m) 2438.4m) 2743.2m) 3048m) 3352.8m)
14.12ft 14.31ft 14.70ft 15.07ft 15.45ft 15.82ft 16.2ft 16.55ft 16.91ft 17.27ft 17.62ft 17.97ft
+750 (4.30m) (4.36m) (4.48m) (4.59m) (4.71m) (4.82m) (4.94m) (5.04m) (5.15m) (5.26m) (5.37m) (5.48m)
10.23ft 10.39ft 10.74ft 11.04ft 11.35ft 11.66ft 11.98ft 12.3ft 12.62ft 12.92ft 13.24ft 13.54ft
+600 (3.12m) (3.17m) (3.26m) (3.36m) (3.46m) (3.55m) (3.65m) (3.75m) (3.85m) (3.94m) (4.04m) (4.13m)
8.03ft 8.16ft 8.44ft 8.71ft 8.99ft 9.25ft 9.55ft 9.82ft 10.1ft 10.38ft 10.65ft 10.92ft
+500 (2.45m) (2.49m) (2.57m) (2.65m) (2.74m) (2.82m) (2.91m) (2.99m) (3.08m) (3.16m) (3.25m) (3.33m)
6.07ft 6.18ft 6.41ft 6.63ft 6.86ft 7.09ft 7.33ft 7.56ft 7.80ft 8.03ft 8.27ft 8.51ft
+400 (1.85m) (1.88m) (1.95m) (2.02m) (2.09m) (2.16m) (2.23m) (2.30m) (2.38m) (2.45m) (2.52m) (2.59m)
3.50ft 3.57ft 3.72ft 3.87ft 4.02ft 4.18ft 4.34ft 4.5ft 4.66ft 4.83ft 5.00ft 5.17ft
+250 (1.07m) (1.09m) (1.13m) (1.18m) (1.23m) (1.27m) (1.32m) (1.37m) (1.42m) (1.47m) (1.52m) (1.58m)
Notes:

The SDT determined that the use of IEEE 516-2003 in version 1 of FAC-003 was a misapplication. The SDT consulted specialists
who advised that the Gallet Equation would be a technically justified method. The explanation of why the Gallet approach is more
appropriate is explained in the paragraphs below.
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The drafting team sought a method of establishing minimum clearance distances that uses realistic weather conditions and realistic
maximum transient over-voltages factors for in-service transmission lines.

The SDT considered several factors when looking at changes to the minimum vegetation to conductor distancesin FAC-003-1:
e avoid the problem associated with referring to tables in another standard (IEEE-516-2003)
e transmission lines operate in non-laboratory environments (wet conditions)

e transient over-voltage factors are lower for in-service transmission lines than for inadvertently re-energized transmission lines
with trapped charges.

FAC-003-1 uses the minimum air insulation distance (MAID) without tools formula provided in IEEE 516-2003 to determine the
minimum distance between a transmission line conductor and vegetation. The equations and methods provided in IEEE 516 were
developed by an IEEE Task Force in 1968 from test data provided by thirteen independent laboratories. The distances provided in
IEEE 516 Tables 5 and 7 are based on the withstand voltage of a dry rod-rod air gap, or in other words, dry laboratory conditions.
Consequently, the validity of using these distances in an outside environment application has been questioned.

FAC-003-01 allowed Transmission Ownersto use either Table 5 or Table 7 to establish the minimum clearance distances. Table 7
could be used if the Transmission Owner knew the maximum transient over-voltage factor for its system. Otherwise, Table 5 would
have to be used. Table 5 represented minimum air insulation distances under the worst possible case for transient over-voltage factors.
These worst case transient over-voltage factors were as follows: 3.5 for voltages up to 362 kV phase to phase; 3.0 for 500 - 550 kV
phase to phase; and 2.5 for 765 to 800 kV phase to phase. These worst case over-voltage factors were also a cause for concern in this
particular application of the distances.

In general, the worst case transient over-voltages occur on atransmission line that is inadvertently re-energized immediately after the
lineis de-energized and a trapped chargeis still present. Theintent of FAC-003 isto keep atransmission line that isin service from
becoming de-energized (i.e. tripped out) due to spark-over from the line conductor to nearby vegetation. Thus, the worst case
transient overvoltage assumptions are not appropriate for this application. Rather, the appropriate over voltage values are those that
occur only while theline is energized.
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Typica values of transient over-voltages of in-service lines, as such, are not readily available in the literature because they are
negligible compared with the maximums. A conservative value for the maximum transient over-voltage that can occur anywhere
along the length of an in-service ac lineis approximately 2.0 per unit. Thisvalueis aconservative estimate of the transient over-
voltage that is created at the point of application (e.g. a substation) by switching a capacitor bank without pre-insertion devices (e.g.
closing resistors). At voltage levels where capacitor banks are not very common (e.g. Maximum System Voltage of 362 kV), the
maximum transient over-voltage of an in-service ac line are created by fault initiation on adjacent ac lines and shunt reactor bank
switching. These transient voltages are usually 1.5 per unit or less.

Even though these transient over-voltages will not be experienced at |ocations remote from the bus at which they are created, in order
to be conservative, it is assumed that all nearby ac lines are subjected to this same level of over-voltage. Thus, a maximum transient
over-voltage factor of 2.0 per unit for transmission lines operated at 302 kV and below is considered to be arealistic maximum in this
application. Likewise, for ac transmission lines operated at Maximum System Voltages of 362 kV and above atransient over-voltage
factor of 1.4 per unit is considered arealistic maximum.

The Gallet Equations are an accepted method for insulation coordination in tower design. These equations are used for computing the
required strike distances for proper transmission line insulation coordination. They were developed for both wet and dry applications
and can be used with any value of transient over-voltage factor. The Gallet Equation also can take into account various air gap
geometries. This approach was used to design the first 500 kV and 765 kV linesin North America.

If one comparesthe MAID using the IEEE 516-2003 Table 7 (table D.5 for English values) with the critical spark-over distances
computed using the Gallet wet equations, for each of the nominal voltage classes and identical transient over-voltage factors, the
Gallet equations yield a more conservative (larger) minimum distance value.

Distances calculated from either the IEEE 516 (dry) formulas or the Gallet “wet” formulas are not vastly different when the same
transient overvoltage factors are used; the “wet” equations will consistently produce slightly larger distances than the IEEE 516
equations when the same transient overvoltageis used. While the IEEE 516 equations were only developed for dry conditions the
Gallet equations have provisions to calcul ate spark-over distances for both wet and dry conditions.

While EPRI is currently trying to establish empirical datafor spark-over distances to live vegetation, there are no spark-over formulas
currently derived expressly for vegetation to conductor minimum distances. Therefore the SDT chose a proven method that has been
used in other EHV applications. The Gallet equations relevance to wet conditions and the selection of a Transient Overvoltage Factor
that is consistent with the absence of trapped charges on an in-service transmission line make this methodology a better choice.

The following table is an example of the comparison of distances derived from IEEE 516 and the Gallet equations.
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Draft 6: August 14, 2011

Comparison of spark-over distances computed using Gallet wet equationsvs.
| EEE 516-2003 M AID distances

Table 7
(Table D.5 for feet)

(AC) (AC) Transient Clearance (ft.) IEEE 516-2003
Nom System Max System Over-voltage Gallet (wet) MAID (ft)
Voltage (kV) Voltage (kV) Factor (T) @ Alt. 3000 feet @ Alt. 3000 feet

765 800 2.0 14.36 13.95
500 550 2.4 11.0 10.07
345 362 3.0 8.55 7.47
230 242 3.0 5.28 4.2
115 121 3.0 2.46 2.1
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RELIABILITY CORPORATION

Project 2007-07 Vegetation Management
Alternative VSLs \

NERC Staff proposes the following alternative VSLs.

Clean
R# Time VRF Violation Severity Level
Horizon Lower Moderate High Severe
NA NA The Transmission Owner failed | The Transmission Owner failed

to manage vegetation to to manage vegetation to
prevent encroachment into the | prevent encroachment into the
MVCD of a line identified as MVCD of a line identified as
an element of an IROL or an element of an IROL or
Major WECC transfer path and | Major WECC transfer path and
operating within its Rating and | operating within its Rating and
all Rated Electrical Operating | all Rated Electrical Operating

R1 | Real-time High Conditions, such that an Conditions, and a vegetation-

encroachment into the MVCD
as shown in FAC-003-Table 2
was observed in Real-time,
absent a Sustained Outage.

realted sustsained outage was
caused by one of the following:

e Anencroachment due
to a fall-in from inside
the ROW

e Anencroachment due
to the blowing together
of applicable lines and
vegetation located

RELIABILITY | ACCOUNTABILITY




inside the ROW

e An encroachment due
to vegetation growth
into the MVCD

R2

Real-time

Medium

NA

NA

The Transmission Owner failed
to manage vegetation to
prevent encroachment into the
MVCD of a line not identified
as an element of an IROL or
Major WECC transfer path and
operating within its Rating and
all Rated Electrical Operating
Conditions, such that an
encroachment into the MVCD
as shown in FAC-003-Table 2
was observed in Real-time,
absent a Sustained Outage.

The Transmission Owner failed
to manage vegetation to
prevent encroachment into the
MVCD of a line not identified
as an element of an IROL or
Major WECC transfer path and
operating within its Rating and
all Rated Electrical Operating
Conditions, and a vegetation-
related sustained outage was
caused by one of the following:

e An encroachment due
to a fall-in from inside
the ROW

e Anencroachment due
to the blowing together
of applicable lines and
vegetation located
inside the ROW

e An encroachment due
to vegetation growth
into the MVCD

R3

Long-Term
Planning

Lower

The Transmission Owner has
maintenance strategies or
documented procedures or
processes or specifications but

The Transmission Owner has
maintenance strategies or
documented procedures or
processes or specifications but

The Transmission Owner does
not have any maintenance
strategies or documented
procedures or processes or

Document Title




has not accounted for the has not accounted for the specifications used to prevent
inter-relationships between movement of transmission line | the encroachment of vegetation
vegetation growth rates, conductors under their Rating into the MVCD, for the
vegetation control methods, and all Rated Electrical Transmission Owner’s
and inspection frequency, for | Operating Conditions, for the applicable lines.
the Transmission Owner’s Transmission Owner’s
applicable lines. (Requirement | applicable lines. Requirement
R3, Part 3.2) R3, Part 3.1)
The Transmission Owner The Transmission Owner
experienced a confirmed experienced a confirmed
vegetation threat and notified vegetation threat and did not
. . the control center holding notify the control center
R4 | Real-time Medium switching authority for that holding switching authority for
applicable line, but there was that applicable line.
intentional delay in that
notification.
The Transmission Owner did
not take corrective action when
RS Operations Medium it was constrained from
Planning performing planned vegetation
work where an applicable line
was put at potential risk.
The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
failed to inspect 5% or less | failed to inspect more than 5% | to inspect more than 10% up to | to inspect more than 15% of its
. of its applicable lines up to and including 10% of its | and including 15% of its applicable lines (measured in
Operations . - . . - . - . . ) - A
R6 Planning Medium (me_asureq in units of _ appllcable I|_nes (meas_ured in appllcable I|_nes (meas_ured in units c_)f cho_lce - circuit, pole
choice - circuit, pole line, | units of choice - circuit, pole | units of choice - circuit, pole line, line miles or kilometers,
line miles or kilometers, line, line miles or kilometers, | line, line miles or kilometers, etc.).
etc.) etc.). etc.).
R7 | Operations | Medium | The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
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Planning

failed to complete 5% or
less of its annual
vegetation work plan for
its applicable lines (as
finally modified).

failed to complete more than
5% and up to and including
10% of its annual vegetation
work plan for its applicable
lines (as finally modified).

to complete more than 10% and
up to and including 15% of its
annual vegetation work plan
for its applicable lines (as
finally modified).

to complete more than 15% of
its annual vegetation work plan
for its applicable lines (as
finally modified).

Redline

Time
Horizon

Real-time

High

Violation Severity Level

Moderate

High

The Transmission Owner failed

Severe

The Transmission Owner failed

to manage vegetation to
prevent encroachment into the

to manage vegetation to
prevent encroachment into the

MVCD of a line identified as

MVCD of a line identified as

Deleted: The Transmission Owner failed to
manage vegetation in a manner such that the
Transmission Owner had an encroachment into the
MVCD observed in Real-time, absent a Sustained
Outage.

an element of an IROL or
Major WECC transfer path and

an element of an IROL or
Major WECC transfer path and

operating within its Rating and

operating within its Rating and

all Rated Electrical Operating

all Rated Electrical Operating

Deleted: The Transmission Owner failed to
manage vegetation in a manner such that the
Transmission Owner had an encroachment into the
MVCD due to a fall-in from inside the ROW that
caused a vegetation-related Sustained Outage.

Conditions, such that an
encroachment into the MVCD

Conditions, and a vegetation-
realted sustsained outage was

as shown in FAC-003-Table 2

caused by one of the following:

was observed in Real-time,
absent a Sustained Outage

e An encroachment due
the ROW

e Anencroachment due
to the blowing together
of applicable lines and
vegetation located

Deleted: in a manner such that the Transmission
Owner had an encroachment into the MVCD due to
blowing together of applicable lines and vegetation
located inside the ROW that caused a vegetation-
related Sustained Outage.

inside the ROW
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e An encroachment due
to vegetation growth
into the MVCD,

The Transmission Owner failed

The Transmission Owner failed

to manage vegetation to
prevent encroachment into the

to manage vegetation to
prevent encroachment into the

MVCD of a line not identified

MVCD of a line not identified

as an element of an IROL or

as an element of an IROL or

Major WECC transfer path and

Major WECC transfer path and

Deleted: in a manner such that the Transmission
Owner had an encroachment into the MVCD due
to a grow-in that caused a vegetation-related
Sustained Outage.

Deleted: The Transmission Owner failed to
manage vegetation in a manner such that the
Transmission Owner had an encroachment into the
MVCD observed in Real-time, absent a Sustained
Outage.

operating within its Rating and

operating within its Rating and

all Rated Electrical Operating

all Rated Electrical Operating

Conditions, such that an
encroachment into the MVCD

Conditions, and a vegetation-
related sustained outage was

as shown in FAC-003-Table 2

caused by one of the following:

Deleted: The Transmission Owner failed to
manage vegetation in a manner such that the
Transmission Owner had an encroachment into the
MVCD due to a fall-in from inside the ROW that
caused a vegetation-related Sustained Outage.

Deleted: in a manner such that the Transmission
Owner had an encroachment into the MVCD due to
blowing together of applicable lines and vegetation
located inside the ROW that caused a vegetation-
related Sustained Outage.

R2 | Real-time | Medium was observed in Real-time, e Anencroachment due
absent a Sustained Outage,, t0.a fall-in from inside—|
the ROW
e Anencroachment due
to the blowing together
of applicable lines and
vegetation located
inside the ROW
e An encroachment due
to vegetation growth
into the MVVCD,
The Transmission Owner has | The Transmission Owner has The Transmission Owner does
Long-Term maintenance strategies or maintenance strategies or not have any maintenance
R3 Planning Lower documented procedures or documented procedures or strategies or documented

processes or specifications but
has not accounted for the

processes or specifications but
has not accounted for the

procedures or processes or

specifications used to prevent

Deleted: ina manner such that the
Transmission Owner had an encroachment into
the MVCD due to a grow-in that caused a
vegetation-related Sustained Outage.

Document Title




inter-relationships between movement of transmission line | the encroachment of vegetation
vegetation growth rates, conductors under their Rating into the MVCD, for the
vegetation control methods, and all Rated Electrical Transmission Owner’s
and inspection frequency, for | Operating Conditions, for the applicable lines.
the Transmission Owner’s Transmission Owner’s
applicable lines. (Requirement | applicable lines. Requirement
R3, Part 3.2) R3, Part 3.1)
The Transmission Owner The Transmission Owner
experienced a confirmed experienced a confirmed
vegetation threat and notified vegetation threat and did not
. . the control center holding notify the control center
R4 | Real-time | Medium switching authority for that holding switching authority for
applicable line, but there was that applicable line.
intentional delay in that
notification.
The Transmission Owner did
not take corrective action when
Operations . it was constrained from
R5 - Medium - .
Planning performing planned vegetation
work where an applicable line
was put at potential risk.
The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
failed to inspect 5% or less | failed to inspect more than 5% | to inspect more than 10% up to | to inspect more than 15% of its
0 . of its applicable lines up to and including 10% of its | and including 15% of its applicable lines (measured in
R6 perations Medium | (measured in units of applicable lines (measured in | applicable lines (measured in units of choice - circuit, pole
Planning . - . ) - A - - L Lo . N
choice - circuit, pole line, units of choice - circuit, pole units of choice - circuit, pole line, line miles or kilometers,
line miles or kilometers, line, line miles or kilometers, | line, line miles or kilometers, etc.).
etc.) etc.). etc.).
R7 Operations Medium The Transmission Owner | The Transmission Owner The Transmission Owner failed | The Transmission Owner failed
Planning failed to complete 5% or failed to complete more than | to complete more than 10% and | to complete more than 15% of

Document Title




less of its annual
vegetation work plan for
its applicable lines (as
finally modified).

5% and up to and including
10% of its annual vegetation
work plan for its applicable
lines (as finally modified).

up to and including 15% of its
annual vegetation work plan
for its applicable lines (as
finally modified).

its annual vegetation work plan
for its applicable lines (as
finally modified).

Document Title




6b. Reliability Standards Development Plan 2012-2014

Action
Approve the Reliability Standards Development Plan 2012-2014 (RSDP) and direct staff to file
with applicable regulatory authorities.

[2012-2014 Reliability Standards Development Plan Final Draft — for BOT Consideration ]

Executive Summary

The 2012-2014 RSDP has been drafted and approved by the Standards Committee (SC). It
represents the completion of a multi-month undertaking to review previous work and plan for
new work. NERC completed seven standards development projects in 2011 and expects to
complete an additional seven in 2012. Upon completion of these projects, additional projects
will be initiated. NERC forecasts new projects will commence next year addressing protection
systems, training, emergency operations, and real-time tools.

NERC is asking for the Board’s approval of the plan for submission to the appropriate regulatory
authorities pursuant to Section 310 of the Rules of Procedure.

Background
Developed over the past several months, the RSDP provides a status of work undertaken in
2011, as well as a forecast of work for the next three years.

During the month of July 2011, NERC solicited the industry at-large for additional projects to be
considered for inclusion in the 2012-2014 plan. In August, the SC began reviewing all of the
known projects and potential projects, assigning them various scores based on input from
constituents within their respective segments. Similar to last year, the SC utilized a simple
scoring mechanism to identify key considerations for use in determining standards project
priorities. The SC also began trial testing a new metric that accounts for “cost considerations,”
and using a more sophisticated analysis of each of the key drivers in project prioritization. This
allowed the SC to consider each of those factors separately, as well as in aggregate, to
determine how best to allocate resources.

NERC staff assembled the results in September, and an initial Prioritization and Work Plan was
approved for posting at the September meeting of the SC. This Work Plan assumed an overall
throughput capability of 13 projects in development concurrently, which is an increase above
the 2011 target of 12. This is due to staffing increases in the NERC Standards department,
which have allowed for some additional work to be considered. The SC allocated that
throughput capability to three areas.

A link to the RSDP, history, and files is included here for reference:
http://www.nerc.com/page.php?cid=2[247|290

If trustees have questions or need additional information, they may contact Herb
Schrayshuen at herb.schrayshuen@nerc.net.


http://www.nerc.com/files/RSDP2012-2014_FOR_2011NOV03-BOT-2011OCT19.pdf�
http://www.nerc.com/page.php?cid=2|247|290�

6¢c. MOD-025-RFC-1: Reactive Power Capability

Action
Approve the following standards documents and direct staff to file with applicable regulatory
authorities:

e Reliability Standard MOD-025-RFC-01 — Verification and Data Reporting of Generator
Gross and Net Reactive Power Capability effective consistent with the Implementation

Plan for MOD-025-RFC-01
[MOD-025-RFC-01 — Clean] [No redline available]

e Violation Risk Factors (“VRFs”) and Violation Severity Levels (“VSLs”) for MOD-025-
RFC-01:
[Included in the Standard above]

¢ Implementation Plan for MOD-025-RFC-01:

Upon regulatory approval, the standard will be mandatory and enforceable (with
monetary penalties for non-compliance) to all applicable NERC registered entities within
the ReliabilityFirst footprint.

Retirement

e None

Background

The MOD-025-RFC-01 standard was developed to provide planning entities with accurate
generator gross and net Reactive Power capability modeling data to use in system planning
studies. This standard was also developed to meet the “fill in the blank” requirements assigned
to the Regional Reliability Organizations as set forth in the NERC approved MOD-025-1
standard.

The ReliabilityFirst MOD-025-RFC-01 standard contains two main requirements for applicable
entities within the ReliabilityFirst geographic area. The standard includes the following:

e Requirement R1, which requires the Generator Owner to verify the operating range of
Reactive Power capability for each of its applicable units every five years in accordance
with MOD-025-RFC-01 Attachment 1; and

e Requirement R2, which requires the Generator Owner to provide specific data from the
most recent Reactive Power capability verification within 30 calendar days of a written
request from its Transmission Planner, Transmission Operator, Reliability Coordinator or
Planning Coordinator.

When Project 2007-09 Generator Verification develops modifications to the continent-wide
standard MOD-025-1, this regional standard will be reviewed by ReliabilityFirst to ensure that
any duplicative requirements or any requirements that are less restrictive or do not add
additional detail will be considered for retirement. The steps outlined in the ReliabilityFirst
Reliability Standards Development Procedure will be followed for any such revisions or
retirements.


https://rsvp.rfirst.org/MOD025RFC01/Supporting%20Documents/Board_Approved_030311/MOD-025-RFC-01.pdf�

Directives

None

Standard Development Process

The standard was processed through the approved ReliabilityFirst Reliability Standards
Development Procedure, which included five postings for stakeholder comment over a three-
year period, a ballot, and approval by the ReliabilityFirst Board of Directors.

There were two minority issues raised during the ballot as identified below:

Issue: There is no need for this regional standard since continent-wide MOD-025-1 has
not been approved by FERC. NERC assigned the Generator Verification Standard
Drafting Team the responsibility of drafting a new MOD-025 standard that will not be a
"fill-in the blank" standard.

Response: ReliabilityFirst is fulfilling its obligation under the current NERC approved
MOD-025-1. When the new NERC MOD-025 standard is approved, the ReliabilityFirst
standard will be reviewed for duplicative requirements. Additionally, replacement of
the legacy documents is required in ReliabilityFirst’s Bylaws and addresses ambiguities,
inconsistencies, and deficiencies in those documents.

Issue: Attachment 1 Section 2.1 is too rigid; it will hinder the ability to obtain reactive
power test results when plant conditions do not allow the real power to be at the level
reported in MOD-024-RFC-01, perhaps due to water temperatures, coal conditions, or
ambient temperatures. The requirement should be revised to allow the verification to
begin at or above 95 percent of the reported real power capability.

Response: The reported capability under MOD-024-RFC-01 is a capability that is equal to
the unit’s continuous and sustainable output that can be produced seven days a week,
24 hours a day without encountering any equipment limits (this may not be the
maximum capacity of the unit). This capability is a normalized value that takes into
account differences in the ambient conditions during the verification and 15 -year
weather averages (See, R4 of MOD-024-RFC-01). The normalization can also be used to
adjust the actual achievable real power output during the reactive verification to the
normalized real power capability determined during the MOD-024-RFC-01 verification.
If a unit cannot reach its MOD-024-RFC-01 reported capability (at any time during the
five year verification period), the unit’s Real Power capability may need to be
re-examined to make sure the reported capability is actually the correct value.

Proposed VRFs and VSLs
The VRFs and VSLs were included with the standard when balloted. NERC standards staff is not

recommending any modifications to the VRFs and VSLs that were balloted.

A link to the project history and files is included here for reference:
https://rsvp.rfirst.org/MODO025RFC01/default.aspx



https://rsvp.rfirst.org/MOD025RFC01/default.aspx�

6d. IRO-006-TRE-1: IROL and SOL Mitigation in the ERCOT Interconnection

Action
Approve the following standards documents and direct staff to file with applicable regulatory

authorities:
e Reliability Standard IRO-006-TRE-1 — IROL and SOL Mitigation in the ERCOT
Interconnection
[IRO-006-TRE-1 - Clean] [New Standard - No redline available]

e Violation Risk Factors (“VRFs”) and Violation Severity Levels (“VSLs”) for IRO-006-TRE-
1
[VRFs and VSLs embedded in the Standard above]

¢ Implementation Plan for IRO-006-TRE-1

The effective date for IRO-006-TRE-1 is the first day of the first calendar quarter after
applicable regulatory approval.

Retirement

e None

Background

IRO-006-TRE-1 provides enforceable requirements associated with the existing Electric
Reliability Council of Texas (ERCOT) congestion management procedures. This Regional
Standard addresses the FERC directive in Paragraph 964 of Order No. 693, in which FERC
determined that the ERCOT transmission loading relief procedures were superior to the
national standard, and directed the ERO to provide Reliability Standards including
requirements, measures and levels of non-compliance corresponding to the ERCOT protocols
for application in the ERCOT Region.

The TRE IRO-006-TRE-1 standard requires:
e Requirement1

The RC (ERCOT) to have procedures to identify and mitigate exceedances of identified
Interconnection Reliability Operating Limits (“IROLs”) and System Operating Limits
(“SOLs”) that will not be resolved by the automatic actions of the ERCOT Nodal market
operations system.

e Requirement 2

The RC to act according to its procedures to identify and mitigate exceedances of
identified Interconnection Reliability Operating Limits and System Operating Limits that
will not be resolved by the automatic actions of the ERCOT Nodal market operations
system.


http://www.texasre.org/Standards%20Tracking%20Documents/Standard%20IRO-006-TRE-01.pdf�

Directives
This Regional Standard addresses the FERC directives in Paragraph 964 of Order No. 693 by:

e Modifying the ERCOT protocols to ensure consistency with the standard form of the
Reliability Standards including Requirements, Measures and Levels of Non-Compliance.

[link to Order No. 693]

Standard Development Process

The standard was developed and approved in accordance with Texas RE’s FERC-approved
Regional Standards Development Process (included as Appendix to Exhibit C to the Delegation
Agreement between NERC and Texas RE). The process included formation of an expert
standard drafting team to develop the standard, a posting for stakeholder comment, a
stakeholder ballot, and approval by Texas RE’s Reliability Standards Committee and Board of
Directors.

There were no minority issues raised during the comment period that were not resolved.

The standard was approved by an ERCOT Regional stakeholder ballot with 12 votes in favor of
the proposed standard, zero votes against, and one abstention. All industry segments
participated in the ballot. The proposed VRFs and VSLs were approved in a non-binding poll
with seven votes in favor and zero votes against.® ERCOT, which is the only entity that has
compliance responsibilities under this standard, actively participated on the standard drafting
team and voted in favor of the standard and the VRFs and VSLs.

NERC Standards Staff's View of VRFs and VSLs
The VRFs and VSLs were included with the standard when balloted. NERC standards staff is not
recommending any modifications be made to the VRFs and VSLs that were balloted.

A link to the project history and files is included here for reference:
http://www.texasre.webvote.oati.net/texasre webvote/action/PubMainAction?type=Detail&id

=26

! several ballot pool members did not vote in the VRF/VSL poll.


http://www.nerc.com/files/order_693.pdf�
http://www.texasre.webvote.oati.net/texasre_webvote/action/PubMainAction?type=Detail&id=26�
http://www.texasre.webvote.oati.net/texasre_webvote/action/PubMainAction?type=Detail&id=26�

6e. PRC-006-SERC-1: Automatic Underfrequency Load Shedding (UFLS)
Requirements

Action
Approve the following standards documents and direct staff to file with applicable regulatory

authorities:

e Reliability Standard PRC-006-SERC-01 — Automatic Underfrequency Load Shedding
Requirements

[PRC-006-SERC-01- Clean] [New Standard — No redline available]

e Violation Risk Factors (“VRFs”) and Violation Severity Levels (“VSLs”) for PRC-006-
SERC-01

[VRFs and VSLs are available in the Standard above]

¢ Implementation Plan for PRC-006-SERC-01
The Implementation Plan is staged over a 30-month window to allow entities to respond
to any changes in UFLS settings due to this standard. In addition, the implementation
date of Requirement R1 is dependent on FERC adoption of the continent-wide standard
PRC-006-1.

Retirement

e None

Background
The SERC UFLS Standard: PRC-006-SERC-01 (“SERC UFLS Standard”) provides regional UFLS

requirements for registered entities in the SERC Region. UFLS requirements have been in place
at a continent-wide level and within SERC for many years prior to implementation of FERC-
approved Reliability Standards in 2007.

In 2008, SERC commenced work on PRC-006-SERC-01. NERC also began work on revising PRC-
006-0 at a continent-wide level. The SERC standard is consistent with and complementary to
the continent-wide UFLS standard.

PRC-006-1 identifies the Planning Coordinator (PC) as the entity responsible for developing
UFLS schemes within its PC area. This regional standard adds specificity not contained in the
NERC standard for development and implementation of a UFLS scheme in the SERC Region that
effectively mitigates the consequences of an underfrequency event.

Directives
None

Standard Development Process


http://www.serc1.org/Documents/SERC%20Standards%20Committee/SERC%20Standards%20Filed%20with%20NERC/UFLS%20Std_PRC-006-SERC-01%20(09-19-11).pdf�

The standard was processed through SERC’s approved standards development process, which
included five postings for stakeholder comment over a three-year period, three ballots, and
approval by SERC’s Board Executive Committee.

There were two minority issues raised that were not resolved as identified below:

e [ssue: Question the correlation between the NERC and SERC standards and how the two
standards work together.

Response: The SERC standard provides regional detail on specificity for some of the
NERC requirements. It should also be noted that the SERC standard is not a stand-alone
standard but needs to be applied in conjunction with the NERC UFLS standard.

e Issue: There is no need for this regional standard. PRC-006-1 is sufficient.

Response: Not only do the requirements of the SERC standard provide regional
consistency and coordination, they also are more stringent than the national standard.
For example, Requirement 2 sets specific boundaries on UFLS schemes that are not
requirements in the national standard.

Standards Staff’s View of VRFs and VSLs
The non-binding poll of VRFs and VSLs was conducted during the final ballot of the associated
standard. NERC standards staff is not recommending modifications be made to the VRFs and
VSLs that were posted for the nonbinding poll.

A link to the project history and files is included here for reference:
http://serc.centraldesktop.com/standardhomepage/doc/10467819/w-RegionalUflsStandard



http://serc.centraldesktop.com/standardhomepage/doc/10467819/w-RegionalUflsStandard�

Agenda ltem 7
Board of Trustees Meeting
November 3, 2011

NERC Rules of Procedure Non-substantive Capitalization and Definition Changes

Action
Approve

Background

NERC requests that the Board of Trustees (Board) approve proposed revisions to the NERC
Rules of Procedure and all existing Appendices to the Rules of Procedure (3A, 3B, 3C, 4A, 4B, 4C,
4D, 4E, 5A, 5B, 6, and 8), as well as proposed new Appendix 2, Definitions of Terms Used in the
Rules of Procedure.

The objectives of the proposed revisions are: (1) to place all definitions of defined terms used
anywhere in the Rules of Procedure in a single, readily-accessible location (proposed Appendix
2); (2) to capitalize defined terms throughout the Rules of Procedure where they are intended
to be used in their defined meanings; and (3) to lower-case other terms that are currently
capitalized in the Rules of Procedure but are not defined terms.

These revisions are being proposed in response to Paragraph 93 of the Order of the Federal
Energy Regulatory Commission (FERC or Commission) issued October 21, 2010," in which the
Commission invited NERC to submit a filing making consistent use of defined terms throughout
the Rules of Procedure and Appendices. The October 21, 2010 Order invited NERC to make
such a filing by January 1, 2011. NERC was unable to develop, post for comment, obtain Board
approval, and file the proposed revisions for this purpose by January 1, 2011; however, NERC
recognizes that there is a need for greater consistency in definitions and the use of
capitalization in the Rules of Procedure and Appendices, and therefore is proceeding with this
initiative at this time. If these revisions are approved by the Board, NERC will file the proposed
revisions with the Commission for approval promptly thereafter.

The sources of the defined terms listed in proposed Appendix 2 are: (1) definitions currently
found throughout the existing Rules of Procedure, including, among other places, in Section
200, Section 1500, and Appendices 4C, 4D, 5B and 6, (2) the NERC Glossary of Terms Used in
Reliability Standards, (3) definitions in the NERC Bylaws, (4) definitions in Section 215 of the
Federal Power Act, and (5) definitions in FERC regulations at 18 C.F.R. Parts 39 and 388. Efforts
have been made to reconcile non-identical definitions currently used in different parts of the
Rules of Procedure; however, for certain terms, the definitions used in different parts of the
Rules of Procedure were sufficiently different that it was not possible to develop a single
definition without changing the meaning of the term as used in one of the parts of the Rules. In
those cases, the definition in Appendix 2 incorporates both meanings, with the applicable
meaning to be used being dependent on the context (or, in some cases, to be used only in a
specifically-identified provision or Appendix of the Rules). For the purposes of this initiative,

! North American Electric Reliability Corporation, 133 FERC 9 61,061 (2010).



which was not intended to result in substantive changes to the Rules of Procedure, this
approach was considered preferable to changing an established term or its definition to achieve
consistency.

A small number of new definitions (i.e., explicit definitions not presently found in any of the
above referenced sources) for frequently-used terms in the Rules of Procedure have been
created and appear in proposed Appendix 2. These new definitions are denoted by “[Note:
new definition].”

There are a number of defined terms that appear only within Appendix 2 and do not appear
elsewhere in the Rules of Procedure. These defined terms are internal to the definitions of
other defined terms. For the most part, these “internal” definitions are found within definitions
of other terms that are taken from the NERC Glossary of Terms Used in Reliability Standards,
and they are themselves taken from the NERC Glossary. Thus, the “internal” definitions are
necessary for a complete understanding of the defined terms that are used elsewhere in the
Rules of Procedure. The objective of this approach is to establish Appendix 2 as a complete
source of all definitions used in the Rules of Procedure, without the need to refer to other
sources outside the Rules of Procedure.

In the Rules of Procedure and Appendices, terms listed in Appendix 2, if not currently
capitalized where used in the Rules of Procedure, have been revised to be capitalized where
they are intended to be used with their defined meanings. Where a term defined in Appendix 2
appears in the Rules of Procedure but is not capitalized, the term is there being used in its
ordinary and commonly understood meaning and not as defined in Appendix 2 (if different).
Other terms that are not defined terms, such as the names of entities, organizations,
committees, or programs; position titles; titles of documents or forms; section headings or
captions; geographic locations; and other terms commonly presented as proper nouns, are also
capitalized in the Rules of Procedure without being defined in this Appendix.

Although all definitions used in the Rules of Procedure and Appendices have been collected in
proposed Appendix 2, “Definitions” sections in current Appendices have not been deleted in
the proposed revisions, but rather have been retained for convenience of reference to the user.
However, definitions in these “Definitions” sections have been revised where necessary to
conform to the definition presented in Appendix 2.

The Rules of Procedure and Appendices marked with the proposed revisions are the currently-
effective Rules of Procedure and Appendices as approved by the Commission, and do not
reflect any additional proposed revisions currently pending before the Commission for
approval. However, it is intended that the same approach to presentation of definitions and
capitalization of defined terms used in the proposed revised Rules of Procedure will be applied
prospectively to all future substantive revisions.



Agenda ltem 8
Board of Trustees Meeting
November 3, 2011

Reinstatement of NERC Rules of Procedure Section 402.1.3.2

Action
Approve the reinstatement of Section 402.1.3.2 to the NERC Rules of Procedure.

Background

This revision to the NERC Rules of Procedure (ROP) is required by a FERC order issued on
October 7, 2011." FERC’s October 7 order has directed NERC to make a compliance filing to
reinstate this Section to the ROP by November 7, 2011.

OnlJune 9, 2010, and as supplemented on June 17, 2010, NERC submitted a filing to FERC
requesting approval of revisions to the Regional Delegation Agreements (RDAs) and to certain
ROP provisions. FERC conditionally accepted the June 9, 2010 filing on October 21, 2010% and
directed NERC to submit a compliance filing, which NERC submitted on February 18, 2011. The
October 7 order conditionally accepted the February 18, 2011 compliance filing and the
additional RDA and ROP revisions submitted with the compliance filing, with one exception.
Specifically, FERC rejected NERC's proposed deletion of Section 402.1.3.2 from the ROP, and
FERC directed NERC to file a compliance filing by November 7, 2011 restoring Section 402.1.3.2
to the ROP. FERC stated that NERC had not provided sufficient justification for deleting that
provision.

Section 402.1.3.2 pertains to the "audit verification" program whereby NERC verifies the results
of compliance audits conducted by Regional Entities. The language of the Section reads as
follows:

1.3.2 NERC shall establish a program to audit bulk power system owners,
operators, and users operating within a regional entity to verify the findings of
previous compliance audits conducted by the regional entity to evaluate how
well the regional entity compliance enforcement program is meeting its
delegated authority and responsibilities.

NERC requests approval to reinsert this provision in the ROP in order to comply with the FERC
order. The audit validation will be integrated into the restructured Regional Entity Audit
Program as a distinct module. NERC staff is developing the informational filing and program
document for the restructured RE Audit Program, which will be presented to the Board of
Trustees Compliance Committee at its December 2011 meeting.

! North American Electric Reliability Corporation, 137 FERC 9 61,028 (2011).
* North American Electric Reliability Corporation, 133 FERC 9 61,061 (2010).



Agenda ltem 9
Board of Trustees Meeting
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Amendments to WECC Bylaws and Reliability Standards Development Procedures

Action
Approve requested amendments to WECC documents.

Summary

WECC has requested that the Board approve, and direct NERC staff to file with FERC for
approval, amendments to the Amended and Restated Delegation Agreement between NERC
and WECC, consisting of amendments to Exhibit B — the WECC Bylaws, and to Exhibit C — the
WECC Reliability Standards Development Procedures (“RSDP;” formerly titled the “Process for
Developing and Approving WECC Standards”).

Attachment 1 is a letter from WECC requesting Board approval of the amendments to
the WECC Bylaws and WECC RSDP. Specifically, the Board is requested to approve the
proposed amendments in substantially the form shown on:

Attachment 2 — Redlined version of Exhibit B to the NERC-WECC Delegation Agreement
(WECC Bylaws), marked to show the proposed amendments.

Attachment 3 — Redlined version of Exhibit C to the NERC-WECC Delegation Agreement
(WECC RSDP), marked to show the proposed amendment to the WECC RSDP and
corresponding revisions to the “common attributes” for a regional reliability standards
development procedure.

There are no proposed revisions to any other portions of the NERC-WECC Delegation
Agreement, and therefore only the redlined versions of Exhibit B and Exhibit C are being
provided with this agenda item.

Board approval of the amendments to Exhibits B and C of the NERC-WECC Delegation
Agreement will also constitute approval of the amendments to the WECC Bylaws and RSDP as
“regional entity rules.” The proposed amendments to Exhibits B and C have received the
necessary approvals from the WECC Board of Directors and Membership.

The remainder of this memorandum describes the proposed amendments and their basis and
purpose.

Amendments to Exhibit B (WECC Bylaws)

1. The WECC Bylaws require the WECC Board to conduct a review of WECC's effectiveness
every five years. The Board has delegated this function to the WECC Governance and
Nominating Committee (“GNC”). The GNC’s most recent review, initiated in 2010 and
completed in 2011, noted, among other things, (i) that the WECC RSDP currently limits
the WECC Board to either accepting a standard proposed by a standing committee or



returning it to the committee; and (ii) that WECC has no “backstop” process to develop
or modify a Regional Reliability Standard in response to a regulatory directive or when
the WECC Board believes one is needed to protect regional reliability, in cases where
the WECC standing committees are unable to develop or approve the needed Regional
Standard within a reasonable amount of time, or when the Board believes a Regional
Standard recommended by the committee should be modified. Accordingly, a number
of amendments to the WECC Bylaws, and substantial revisions to the WECC RSDP, are
proposed to address these findings. Specifically, Amendments are proposed to revise
or add the following sections of the WECC Bylaws: 3.6 (new section), 3.7 (new section),
3.35 (new section), 3.39, 3.41 (renumbered from 3.40), 4.5.5 (new section), 5.1, 8.3.2
(new section), 8.5.4, 8.5.5.2 (new section), 8.5.5.3 (renumbered from 8.5.5.2), 8.5.5.4
(new section), 8.5.6, 8.6.1 (including new subsection 8.6.1.3), and 8.6.2. The purpose of
these amendments (along with amendments to the WECC RSDP, discussed below), is (i)
to more closely align WECC’s procedure to the procedure used by NERC for balloting
continent-wide standards, and (ii) to provide the WECC Board with “backstop” authority
concerning issuance of Regional Reliability Standards comparable to the authority of the
NERC Board under Section 321 of the NERC Rules of Procedure. The new procedure
includes the formation of a WECC Standards Committee and a WECC Ballot Body, which
will allow meaningful participation in the Regional Reliability Standards development
process by all persons who represent WECC Members in any forum, not just those
persons who represent their Member entity in a particular WECC standing committee.

e New Section 3.6 adds a new defined term “Ballot Body.” The Ballot Body consists of
WECC members and non-members that have been determined to be eligible for the
voting sectors in Section 8.5.5.2 and may, therefore, vote on Regional Criteria and
Regional Reliability Standards.

e New Section 3.7 adds a new defined term “Ballot Pool.” The Ballot Pool will consist
of a self-selected set of members of the Ballot Body who join the Ballot Pool for a
given Regional Criterion or Regional Reliability Standard during a designated time
window prior to balloting or to the close of balloting.

e New Section 3.35 adds a new defined term “Regional Criteria.” Regional Criteria are
documents developed through the WECC RSDP and approved by the WECC Board to
establish consistency among WECC member entities with respect to their business
practices, or their technical, documentation or administrative procedures.

e Section 3.41 (renumbered from 3.40) is amended to reflect the revised title of the
WECC RSDP.

e New Section 4.5.5 pertains to processing applications from non-WECC members to
join the Ballot Body. In their applications, non-WECC members will be required to
identify their affiliation(s) with other Ballot Body members, and WECC staff will limit
voting of affiliated non-WECC members in the same manner as voting by WECC
members would be limited.



Section 5.1, Quorum, is amended to state that the provisions of that section do not
apply to voting on Regional Reliability Standards and Regional Criteria under the
oversight of the WECC Standards Committee.

New Section 8.3.2 assigns responsibility to the WECC Standards Committee to
oversee the process for responding to requests for Regional Reliability Standards
and Regional Criteria, including (i) for determining if a request is within the scope of
WECC's activities, and (ii) for overseeing the drafting, comment and voting process
for the Regional Reliability Standard or Regional Criteria. The Standards Committee
will also oversee the process for responding to requests for interpretations of
Regional Reliability Standards and Regional Criteria. The Standards Committee will
consist of one member from each of the WECC Standards Voting Sectors (Section
8.5.5.2) and a member of the WECC Board who shall act as committee chair. Finally,
Section 8.3.2 requires the WECC Board to approve a Standards Committee Charter
that describes the membership selection process for the committee.

Section 8.5.4 is amended to provide that the right of any WECC Member to
designate a voting member of any standing committee or other committee does not
apply to the Standards Committee established under Section 8.3.2.

Section 8.5.5.1 is amended to provide that the three classes of membership for
WECC committees do not apply to the Standards Committee.

New Section 8.5.5.2 establishes the WECC Standards Voting Sectors for the Ballot
Body, comprised of five registered sector (i.e., Entities registered in the NERC
Compliance Registry and Canadian and Mexican Entities performing functions that, if
performed in the U.S, would result in registration) and three non-registered sectors:
(i) Transmission, (ii) Generation, (iii) Marketers and Brokers, (iv) Distribution, (v)
System Coordination, (vi) End Use Representative (non-registered member of WECC
Member Class Four), (vii) State and Provincial Representatives (non-registered
members of WECC Member Class Five), and (viii) Other non-registered WECC
Members and Participating Stakeholders. An Entity can be in more than one
registered Sector but in only one non-registered Sector. WECC staff shall confirm
the eligibility of Participating Stakeholders for Sectors, with decisions of WECC Staff
on Sector eligibility appealable to the WECC GNC and decisions of the GNC
appealable to the WECC Board.

Section 8.5.5.3 (renumbered from 8.5.5.2) is amended to specify that the provision
allowing each committee member to have one vote does not apply to the voting for
proposed Regional Reliability Standards and Regional Criteria, under the voting
procedures established in Section 8.5.5.4.

New Section 8.5.5.4 establishes voting procedures for proposed Regional Reliability
Standards and Regional Criteria. When the Standards Committee determines that a
draft Regional Reliability Standard or Regional Criteria is ready for consideration by
the Ballot Body, it will be presented for a vote. Ballot Body members will be
provided the opportunity to opt in to the Ballot Pool for the vote. A two-thirds



qguorum of the Ballot Pool is required for a valid vote. Members of the Ballot Pool
who are eligible to vote in more than one of the Sectors may cast one vote in each
Sector for which they are eligible. Calculation of the vote will be pursuant to a
weighted sector voting formula as described in the WECC RSDP. If the Ballot Pool
approves a proposed Regional Reliability Standard or Regional Criteria, it will be
recommended to the WECC Board.

e Section 8.5.6 is amended so as to make the provisions of that section and of Section
8.6 not applicable to committee recommendations and decisions related to
development and approval of reliability standards. This section previously governed
posting and notice requirements for proposed reliability standards prior to action by
the WECC Standing Committee; however, since under the new procedures,
proposed standards will not go through the Standing Committees for approval, there
is no need for this section to specify such posting and notice requirements.

e Sections 8.6.1 and 8.6.1.1 are amended to add references to Regional Criteria as well
as to Reliability Standards. In addition, section 8.6.1.1 is amended so as to provide
that WECC Members and Participating Stakeholders have the right to participate in
all discussions, voting and appeals pertaining to a proposed new or revised
Reliability Standard or Regional Criteria, not just to committee or subcommittee
discussions, votes or appeals in such matters.

e Section 8.6.1.2 is amended to specify that a Participating Stakeholder (i.e., a non-
WECC Member) is only entitled to vote on Regional Criteria if the proposed Regional
Criteria could result in sanctions to an entity that is not a WECC Member.

e New Section 8.6.1.3 provides authority for the WECC Board to use the special
procedures to address regulatory directives (the “backstop” authority) in the event
the procedures for drafting and voting on Reliability Standards do not produce a
responsive product. The special procedures are set forth in the WECC RSDP. To
exercise this authority, the WECC Board must find that the proposed Reliability
Standard or revision is just, reasonable, not unduly discriminatory or preferential,
and in the public interest, considering (among other things) whether it is helpful to
reliability, practical, technically sound, technically feasible, and cost justified. If the
Board is unable to make this finding, then it may direct that the proposed Reliability
Standard be filed with the Applicable Regulatory Authority as a compliance filing in
response to the regulatory directive, along with a recommendation that the
standard not be made effective and an explanation of the basis for the
recommendation.

Section 1, Mission, has been amended, for simplification, to delete the list of states and
provinces that are fully or partially within the Western Interconnection. As amended,
the first paragraph of Section 1 states: “The Western Interconnection is the geographic
area containing the synchronously operated electric grid in the western part of North
America.” The definition of “Western Interconnection” (Section 3.43; renumbered from
3.42) is being amended as follows: “The geographic area containing the synchronously



operated electric transmission grid in the western part of North America, which includes
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and—al-of in the United States Arizona, California, Celerade; ldaho, Nevada, Oregon,

Utah, and Washington, as well as parts of Montana, Nebraska, New Mexico, South
Dakota, Texas, Wyoming, and Colorado; part of ard-the Canadian Provinces of British
Columbia and Alberta; and Baja California Norte, Mexico.

In Section 3.5, a new defined term, “Balancing Authority,” has been added, defined as
follows: “The responsible entity that integrates resource plans ahead of time, maintains
load-interchange-generation balance within a Balancing Authority Area, and supports
Interconnection frequency in real time.” (This is the same definition of this term as in
the NERC Glossary of Terms Used in Reliability Standards.) Correspondingly, the defined
term “Control Area” (presently Section 3.11) is being deleted. In the definitions of “Grid
Operating Entity” (Section 3.22, renumbered from 3.20) and “Local Regional Entity”
(Section 3.24, renumbered from 3.23), the terms “control area operator” and “Control
Area” are being deleted and replaced with the term “Balancing Authority.”

Present Section 3.21, which is the definition of “Participating Stakeholder,” is not placed
in alphabetical order in the Definitions section of the WECC Bylaws. The text of this
section has been moved to be Section 3.33, where it is placed in alphabetical order
among the defined terms.

The defined term “Reliability Practices,” presently Section 3.38, is being deleted as no
longer needed.

The definition of “Reliability Standard” (Section 3.40, renumbered from 3.39) is being
amended to state that a Reliability Standard for the Western Interconnection shall only
apply to entities outside the U.S. portion of the Western Interconnection upon approval
by the appropriate Canadian or Mexican authority. This definition is also being
amended to state that (i) “Reliability Standards include Regional Reliability Standards
and Continent-wide standards;” and (ii) Reliability Standards are adopted by NERC;
Regional Reliability Standards are specific to the Western Interconnection and shall be
established using the WECC RSDP.

Section 5.9, “Minimum Participation Requirements,” is being amended to eliminate the
provision specifying that at least two weeks prior to the WECC Annual Meeting, WECC
will send a notice to any Member that has not, within the previous year, satisfied the
minimum participation requirement to be counted for quorum purposes at a meeting of
the membership as a whole or a Class meeting. This section is also being amended to
provide that a Member who has met the minimum participation requirement, and
therefore has become an “inactive” Member, can restore its active status by
participating in at least one WECC meeting (including meetings of the WECC Board,
committees and subcommittees) by attending in person, sending an alternate, or voting
an absentee, rather than solely by participating in a WECC Annual Meeting (as provided



10.

11.

in the current section). Finally, this section is being amended to delete the provision
that “an inactive Member will not be entitled to vote at WECC meetings until the
Member is reinstated to ‘active’ status;” as amended, the section states that an inactive
Member will not be counted toward establishing a quorum of the membership as a
whole or of a Class; and specifies the means by which an “inactive” Member” may
return to active status.

Section 6.2 is being amended to permit the WECC Board to add the WECC CEO to the
Board. This amendment results from recent work of a CEO Search Subcommittee of the
WECC Human Resources and Compensation Committee, which recommended that
WECC have the ability to offer candidates for the CEO position a voting seat on the
WECC Board in order to enhance the attractiveness of the CEO position. Additionally,
the amendment limits the role of the CEO on the Board by prohibiting the CEO (i) from
being a member of a Board Committee and (ii) from casting a tie-creating or tie-
breaking vote on any matter.

Section 6.5.2.1 is being amended to require a threshold for member nomination of non-
affiliated directors for the WECC Board of no fewer than ten members, at least three of
whom must be from two different Member Classes, rather than the current threshold of
the greater of three members of any Class or ten percent of the members of the Class.
Under the WECC Bylaws, the GNC is responsible for nominating a slate of non-affiliated
director candidates. It is important for members to have the ability to add candidates to
the GNC nomination slate where there is significant member dissatisfaction with the
GNC nominations. However, the ability of members to easily nominate candidates, and
thereby create an adversarial election, can create difficulties for WECC in attracting
quality Board candidates (who may not want to deal with the uncertainty of a contested
election) and obtaining the fully independent judgment of sitting non-affiliated
directors. The current member nomination threshold was adopted when WECC had less
than half the membership it has today. In practice, if a Member Class is small, the
current threshold can require a competitive election if fewer than one percent of the
members ask for it. WECC advises that every member who provided comments on this
proposed amendment expressed agreement that the threshold should be increased.

Section 6.12, “Delegation of Board Authority,” is being amended to remove limitations
on the ability of the WECC Board to delegate contracting authority to the CEO
(currently, the Bylaws prohibit the WECC Board from delegating authority to the CEO to
enter into contracts for amounts exceeding $50,000). This amendment leaves
limitations on the CEQ’s contracting authority to Board resolutions, which can be
modified from time to time as appropriate.

Section 7.2 is being amended to clarify that for most decisions of the WECC Board, when
a Board member abstains, that vote is not counted as a negative vote; and that only
“ayes” and “nays” are counted to determine the result.



12.

13.

14.

15.

16.

17.

Current Section 8.4, “Committee Assessment and Streamlining,” is being repealed as no
longer necessary. This section requires the WECC Board to perform a thorough review
of standing committee activities no later than three years after the organizing meeting
of WECC to assess whether there are any aspects of the standing committees’ functions
or procedures that impede development of WECC standards, obligations, processes, and
decisions that are timely, fair, effective, and reasonable in view of the commercial, legal,
regulatory, and economic needs and objectives of the affected members. This review
occurred as required in 2004. Section 8.4 also requires, no later than three years after
the organizing meeting of WECC, the automatic dissolution of all member groups other
than the standing committees. In connection with the repeal of Section 8.4, the defined
term “Organizing Meeting” in current Section 3.32 is being deleted.

Section 8.5.5.3 (renumbered from 8.5.5.2) is being amended to give the WECC Board
more control over voting and record-keeping procedures of Board Committees. The
GNC recommended that the Board be given sole authority to adopt voting procedures
that could be amended as necessary to refine the process, without having to further
amend the Bylaws. In response, the word “Committees” in this section is being replaced
with “The Board;” therefore, the section will read, in pertinent part: “The Board will
adopt voting and record-keeping procedures to ensure that committee voting is
conducted consistent with these Bylaws.”

Section 9.6.2 is being amended to replace the term “Interested Stakeholders” with the
term “Participating Stakeholders.” This amendment should have been implemented in
connection with earlier amendments in which “Interested Stakeholders” was changed to
the defined term “Participating Stakeholders” throughout the WECC Bylaws; however,
this amendment to Section 9.6.2 was missed at that time.

Numerous sections of the WECC Bylaws have been amended to change references to
“the WECC” to “WECC” (i.e., to delete the word “the”). The sections amended in this
manner are 2 (caption), 2.1.1, 2.1.2, 2.1.3,2.1.4, 2.1.5, 2.1.6, 2.1.7, 2.1.8, 2.1.9, 2.1.10,
2.1.11, 2.2.1, 2.2.2, 2.3, 3.4, 3.15 (renumbered from 3.13), 3.23 (renumbered from
3.22), 3.27 (renumbered from 3.26), 4.1, 4.2, 4.2.7, 4.3, 4.6, 4.6.3, 4.6.9, 4.8, 4.9, 5.3,
6.1,6.4.2,644,6.5.1.1,6.5.2.2,6.10.1, 6.11, 6.12, 7.3, 7.4.1, 8.1, 8.2.1, 8.2.2, 8.8, 9.1,
9.3,9.6.2,10.4,11,12.1.1,12.1.2, 12.3, 14, 16, and 17, and various places in Appendix A
and Appendix B to the Bylaws. (Some of these sections also have other amendments
that are discussed elsewhere in this memorandum.)

Several sections of the WECC Bylaws have been amended to change references to “Web
site” to “website.” The sections amended in this manner are 5.6.3, 6.12.1, 7.4.1, 7.5.2,
7.5.3,8.7.1and 9.6.3.

In addition to the above amendments, WECC seeks approval for an amendment to
Section 3.24 (renumbered from 3.23), the defined term “Local Regional Entity” that was
approved by the WECC Board in April 2006 and implemented in the Bylaws document,



but was never explicitly presented to the NERC Board (or to the Commission) for
approval. The amendment is the deletion of a sentence from the definition of “Local
Regional Entity” as shown below:

A regional transmission organization or some other formally or informally
constituted regional organization or group within the Western Interconnection,
including but not limited to a Control Area, a group of Control Areas acting in
concert, or a group of Entities that own or operate Transmission Facilities actmg

Local Reglonal Entity boundarles can be reevaluated or mod|f|ed over time.

As described in item 3 above, this section is also being amended to replace “Control
Area” and “Control Areas” with “Balancing Authority” and “Balancing Authorities.”

Amendment to Exhibit C (WECC RSDP)

1. In Exhibit C, the text for the following “Common Attributes” of an acceptable regional
reliability standard development procedure is being revised to be consistent with the
proposed amended WECC RSDP: nos. 5, 6, and 9 through 20.

2. In general, the amendments to the NERC RSDP (name of the document changed from
“Process for Developing and Approving WECC Standards” to “Reliability Standards
Development Procedures”) remove responsibility for development of WECC Regional
Reliability Standards and Regional Criteria from the WECC standing committees and
place responsibility with the WECC Standards Committee (WSC) and Drafting Teams.
The amendments also add a procedure for proposing, developing and adopting
interpretations of Regional Reliability Standards and Regional Criteria, and special
procedures for addressing regulatory directives with respect to a proposed Regional
Reliability Standard.

e The “Terms” section of the WECC RSDP adds defined terms used in the revised
process, such as Ballot Body, Ballot Pool, Draft Standard, Standard Authorization
Request (SAR), WECC Standards Committee (WSC), and WECC Standards Voting
Sectors; and deletes defined terms that are no longer needed. The defined term
WECC Standards Voting Sectors lists the eight sectors (five registered sectors and
three non-registered sectors) for purposes of voting on Standards, consistent with
new Section 8.5.5.2 of the WECC Bylaws.

e The “Normal Process for Standards” section sets forth the eleven steps in the
process for development and adoption of WECC Standards:

Step 1 — Request to Revise or Develop a Standard (i.e., submission of a SAR)



Step 2 — Standard Authorization Request Validation and Submission to the WSC.
In this step, the WSC determines if the SAR is within the scope of WECC's
authority and is appropriate; if so, the WSC selects and oversees a Drafting Team
formed to draft a Draft Standard.

Step 3 — Drafting Team Begins Drafting Phase and Submits Draft Standard to
WSC. Upon reaching a determination, by majority vote, on the language for a
Draft Standard, the Drafting Team submits the Draft Standard to the WSC, along
with an impact assessment report, any additional technical studies performed,
and any other materials that significantly contributed to the Drafting Team’s
evaluation and drafting of the Draft Standard.

Step 4 — Draft Standard Posted for Comment. The WSC determines whether to
(i) post the Draft Standard for a 45-day comment period, (ii) further modify the
Draft Standard, (iii) return the Draft Standard to the Drafting Team for further
work, as directed, or (iv) terminate the Standard development activity. A
majority vote of the authorized membership of the WSC is required to terminate
a Draft Standard at this stage.

Step 5 — WSC Deliberates on Comments received during the comment period.

Step 6 — WSC Submits Draft Standard for Ballot Body Vote and Ballot Pools Are
Established. The WSC will post the final Draft Standard at least 30 days before
the voting window. After the Draft Standard is posted, the WECC Standing
Committees shall participate in at least one Joint Session addressing the Draft
Standard; and individual Standing Committees may conduct additional
discussions or webinars.

Step 7 — Ballot Pool Vote on Recommendation to Board. The voting window will
be 15 days, but may be extended by the WSC until a quorum is achieved. Each
WECC member or Participating Stakeholder may cast one vote in each eligible
voting sector. Voters rejecting the Draft Standard will be required to provide an
explanation of their vote. A two-thirds quorum of the Ballot Pool based on the
total number of Ballot Pool members (counting abstentions and incomplete
responses) is required. A weighted majority vote of the Ballot Pool is required
for a Draft Standard to be approved. Step 7 sets forth the procedure for
calculating the weighted Sector vote. If the Ballot Pool approves the Draft
Standard, the WSC shall submit it to the WECC Board. If the Ballot Pool rejects
the Draft Standard, the WSC may, by majority vote of its membership, decide to
amend or modify the Draft Standard or to remand it to the Drafting Team to
amend or modify it, followed thereafter by a reballot; or, the WSC may allow the
Draft Standard to terminate.

Step 8 — Appeals Process. The WSC may be asked to reconsider its decisions.
The rejection of a request for reconsideration by the WSC may be appealed to
the WECC Board. A Draft Standard recommended by the WSC may be appealed
on either technical or due process grounds.



Step 9 — Board Approval. A majority vote of the WECC Board, in accordance with
Sections 7.2 and 7.4.1 of the WECC Bylaws, is required to approve a
recommended Standard. If the Draft Standard is not approved, the WECC Board
may return it to the WSC for further work, or may terminate the Standard
development activity.

Step 10 — ERO Review, FERC [or applicable Canadian or Mexican authority]
Approval and Implementation of Reliability Standards.

Step 11 — Implementation of Standards Not Subject to ERO/FERC/Other
Approval. All new and modified WECC Standards not subject to ERO review and
FERC, Canadian or Mexican approval (Step 10) shall become effective as ordered
by the WECC Board.

The Interpretation of Regional Standards and Regional Criteria section is a new
section that establishes procedures for requesting, developing (through an
Interpretation Drafting Team), balloting, adopting (by the WECC Board), and
submitting to NERC and to FERC (and/or applicable Canadian or Mexican authorities)
for approval, an interpretation of a Regional Reliability Standard or Regional Criteria.

The Special Procedures for Addressing Regulatory Directives section is a new section
that establishes procedures for further actions if the WECC Board determines that
the WECC Standards Process did not result in a proposed Draft Standard that
addresses a directive issued by FERC or by an applicable Canadian or Mexican
regulatory authority. The actions available to the WECC Board include remanding to
the WSC a Standard that the Ballot Pool has approved; and remanding to the WSC a
Standard that the Ballot Pool failed to approve, for additional consideration and
reballoting. If the Draft Standard is not approved through a reballot, the WECC
Board has the authority to (i) submit the Draft Standard to the regulatory authority
with a request that it be made effective or a recommendation that it not be made
effective; or (ii) direct the WSC to prepare a Draft Standard that addresses the
regulatory directive, which the WECC Board may then submit to the regulatory
authority with a request that it be made effective or a recommendation that it not
be made effective.
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LETTER FROM WECC



Steven F. Goodwill
Vice President and General Counsel

801-883-6857
sgoodwill@wecc.biz

VIA EMAIL October 3, 2011

Mr. David N. Cook

Senior Vice President and General Counsel
North American Electric Reliability Corporation
1120 G Street, N.W.

Suite 990

Washington, D.C. 20005

Dear Mr. Cook:

The attached amendments to the WECC Bylaws and standards development procedures were
approved by the WECC Board of Directors and Membership in accordance with the Bylaws at
meetings of the Board and Membership in August 2008 and March and June 2011. WECC
requests the amended Bylaws and revised standards development procedures be presented for
NERC Board of Trustees (BOT) approval at its scheduled meeting on November 3, 2011 and
subsequent filing for Federal Energy Regulatory Commission (FERC) approval.

Approval by FERC will necessitate revision of Exhibits B and C of the NERC-WECC delegation
agreement. Consequently, WECC will be prepared to execute the revised delegation
agreement following receipt of Commission approval of the Bylaws amendments and revised
standards development procedures.

If you need anything further regarding this matter, please don'’t hesitate to contact me at
sgoodwill@wecc.biz or 801-883-6857.

Sincerely,

e

Steven F. Goodwill
Vice President and General Counsel

Attachments:
1. Amended WECC Bylaws — redline version
2. Revised Standards Development Procedures — redline version

WESTERN ELECTRICITY COORDINATING COUNCIL « WWW.WECC.BIZ
155 NORTH 400 WEST « SUITE 200 « SALT LAKE CITY « UTAH » 84103-1114 « PH 801.582.0353 « FX 801.582.3918
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ATTACHMENT 2

EXHIBIT B TO WECC DELEGATION AGREEMENT —

WECC BYLAWS

REDLINED TO SHOW PROPOSED AMENDMENTS



Exhibit B — Governance

Exhibit B shall set forth the Regional Entity’s bylaws, which NERC agrees
demonstrate that the Regional Entity meets the following criteria:

CRITERION 1: The Regional Entity shall be governed by an independent board, a
balanced stakeholder board, or a combination independent and balanced
stakeholder board. (Federal Power Act § 215(e)(4)(A), 18 C.F.R. § 39.8(c)(1), Order
No. 672 at §727.)

CRITERION 2: The Regional Entity has established rules that assure its
independence of the users and owners and operators of the bulk power system,
while assuring fair stakeholder representation in the selection of its directors.
Federal Power Act § 215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(¢c)(2), Order No. 672 at
699, 700.)

CRITERION 3: If the Regional Entity has members, the Regional Entity has
established rules that assure that its membership is open, that it charges no more
than a nominal membership fee and agrees to waive the fee for good cause shown,
and that membership is not a condition for participating in the development of or
voting on proposed Regional Reliability Standards. (Federal Power Act §
215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order No. 672 at Y 170-173.)

CRITERION 4: The Regional Entity has established rules that assure balance in its
decision-making committees and subordinate organizational structures and assure
no two industry sectors can control any action and no one industry sector can veto
any action. (Federal Power Act § 215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order
No. 672 at § 728.)

CRITERION 5: The Regional Entity has established rules that provide reasonable
notice and opportunity for public comment, due process, openness, and balance of
interests in exercising its duties. (Federal Power Act § 215(c)(2)(D) and (e)(4), 18
C.F.R. §39.8(c)(2).)
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BYLAWS
of
The

WESTERN ELECTRICITY COORDINATING COUNCIL

Mission.

The Western Interconnection isthe geograohr carea containing the synchronousl y operated e ectrl c
grld in theweﬁern part of North America-w A

The Western Electricity Coordinating Council (“WECC”) is a Utah nonprofit corporation with the
mission to do thefollowing consistent with these Bylaws: 1) maintain areliable e ectric power system
in the Western Interconnection that supports efficient competitive power markets (“Reliability
Mission”); and 2) assure open and non-discriminatory transmission access among Members and
provide aforum for resol ving transmissi on access disputes between Members consistent with FERC
policies where aternative forums are unavailable or where the Members agree to resolve a dispute
using the mechanism provided in Section 11 (“ Transmission Access Mission”).

Furtherance of the WECC’s Mission
2.1 Activities to Carry Out WECC’s Reliability Mission.

2.1.1 Compliancewith the Federal Power Act. Fhe WECC will carry out responsibilities
and exerciserights of aRegiona Entity organized on an interconnection-wide basis
pursuant to Section 215 of the Federal Power Act, including any responsibilitiesand
rights delegated to it by the ERO pursuant to a Delegation Agreement.

2.1.2 Agreementswith Canadaand Mexico. Fhe WECC will carry out responsibilitiesand
exercise rights pursuant to International Reliability Agreements with Canadian or
Mexican authorities.

2.1.3 Regional Coordination. The WECC will act as a coordinating entity for the entire
Western | nterconnection for activities of regional organizationswith responsibilities
for reliability and market functions.

2.1.4 Standard Setting. The-WECC will develop and adopt reliability, operating, and
planning standards, criteria and guidelines necessary to maintain the reliable
operation of the Western Interconnection’s interconnected bulk power system,
including seeking, as appropriate, variances from standards of the ERO (or any
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successor organization which may be created by legislation or otherwise), aswell as
providing a process for regional variances.

Certification of Grid Operating Entities. Fhe-WECC will certify Grid Operating
Entities in the Western I nterconnection.

Reliability Assessment. Fhe-WECC will ensure that interconnected bulk electric
system reliability assessments are conducted as needed. Fhe-WECC will do this
work in conjunction with the Regional Entitiesto the greatest extent possible. Fhe
WECC will also facilitate coordinated reliability assessments among Regiona
Entities.

Compliance Activities. With respect to enforcement of reliability standards, the
WECC will:

2.1.7.1 implement the Reliability Management System in effect as of the WECC's
formation and as the Reliability Management System may be subsequently
modified in accordance with its terms;

2.1.7.2 implement any enforcement mechanisms delegated to it pursuant to Section
215 of the Federal Power Act and any Delegation Agreement with the ERO,
or required by any International Reliability Agreement with a Canadian or
Mexican authority; and

2.1.7.3 administer any other enforcement mechanisms devel oped through voluntary
processes after thee WECC' s formation, where the WECC is designated to
perform administration.

Coordinated Regional Planning. With respect to the coordination of regional
planning activities, the WECC:

2.1.8.1 will develop coordinated planning policies and procedures for the Western
Interconnection, including facilitation of market-based solutions, consistent
with WECC/ERO standards and FERC policy.

2.1.8.2 will review and assess L ocal Regiond Entity planning processesto determine
whether WECC planning procedures have been satisfied;

2.1.8.3 will refer planning matters back to the originating Local Regional Entity for
revision or other corrective actions when the WECC Board determines that
WECC planning procedures have not been satisfied; and

2.1.8.4 may perform other interconnection-wide studies as needed.

Coordinated Operations. With respect to coordinating reliable operating activities
within the Western I nterconnection, the WECC will devel op, coordinateand promote
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2.3

consistent interregional operating policies and procedures for the Western
Interconnection, consistent with WECC/ERO standards and FERC palicy.

2.1.10 Market Interface Issues. With respect to Market Interface i ssues the WECC will:

2.1.10.1facilitate development of compatible and efficient practices across the
Western Interconnection; and

2.1.10.2exercise Backstop Authority where an unresolved Market I nterfaceissuewill
cause Material External Impacts by taking some or al of the following
actions: 1) providing aforum for and coordinating voluntary sol utionsamong
Members,; 2) recommending specific solutions for voluntary adoption by
Members, and 3) if necessary, proposing solutions to an Applicable
Regulatory Authority.

2.1.11 Dispute Resolution. Fhe WECC will provide a process for the timely resol ution of

disputes between WECC Members as set forth in Section 11.

Activities to Carry Out WECC’s Non-Discriminatory Access Mission.

221
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In accordance with Section 10 of these Bylaws, the WECC will ensuretheprovision
of non-discriminatory transmission access between Members.

In accordance with Section 10 of these Bylaws, the-WECC will provide for the
submission of Open Access Transmission Tariffs (or petitionsfor exemption) by all
Members that own or operate Transmission Facilities.

Organizational Characteristics.
Asthe WECC carriesout activitiesto fulfill itsmission, it will seek to devel op and maintain
the following characteristics:
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dedication to serving the individuas, businesses, and other organizations that
generate, transmit, distribute, market, and use electrical energy in the Western
I nterconnection;

efficiency initsadministration, decision-making, policy and standards devel opment,
and dispute resolution processes;

the ability to maintain status as an Interconnection-wide regional reliability entity
and be afforded deference and delegation by ERO (or successor organization); and

fair and open processes through which practices, policies, and standards are
developed and implemented based on sound technical and policy analysis.
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2.35 Promote an efficient western eectric market by reducing or eliminating conflict,
duplication and overlap among el ectric organizationsin the Western | nterconnection.

Definitions.

3.1

3.2

3.3

3.4

3.5

Affiliate.

An Entity that directly or indirectly through one (1) or moreintermediaries, contrals, or is
controlled by, or is under common control with, another Entity. An Entity “controls’ any
Entity in which it has the power to vote, directly or indirectly, 5% or more of the voting
interests in such entity or, in the case of a partnership, if it is a genera partner.
Notwithstanding the foregoing definition, for purposes of these Bylaws. 1) electric
distribution cooperatives that are member-owners of a generation and transmission
cooperative are not Affiliates of the generation and transmission cooperative or of each
other; 2) an entity controlled by or operating as a unit, agency, or subdivision of alocal,
state, provincid, or U.S. federal or Canadian or Mexican national government will not be
considered an Affiliate of any other entity controlled by or operating as a unit, agency, or
subdivision of alocal, state, provincial, or federal government; 3) separate agencies of a
singlestate or province, or of the U.S. federal or Canadian or Mexican national government
will not be considered Affiliates of each other, regardiess of any commonality of palitical
control; 4) members of any joint powers authority, and such joint powers authority, will not
be considered Affiliates of each other; and 5) members of an RTO will not be considered
Affiliates of such RTO or of each other solely as aresult of such membership.

Annual Meeting.
The annual membership meeting of WECC, as described in Section 5.3.

Applicable Regulatory Authority.
The FERC or any state or provincial government agency with jurisdiction to regulate or
directly affect the transmission of electricity within the Western Interconnection.

Backstop Authority.

The ability, obligation, or responsibility of the WECC to address an issue when the WECC
Board determines that a Local Regiona Entity(ies) holding Primary Authority has not
resolved an issue, has created incompatibl e resol utions or has not acted. In each case where
these Bylaws authorize the-WECC to exercise Backstop Authority, the provisions that
authorize Backstop Authority will also specify the conditions necessary to trigger Backstop
Authority and the actions that fall within the WECC' s exercise of Backstop Authority.

Balancing Authority.

The responsible entity that integrates resource plans ahead of time, maintains load-
interchange-generation balance within a Baancing Authority Area, and supports
I nterconnection frequency in real time.




3.6 Ballot Body.
TheBallot Body consists of WECC members and non-members that have been determined
digible for the voting sectors described in 8.5.5.2 and may, therefore, vote on Regiona
Criteriaand Regional Reliability Standards.

3.7 Ballot Pool.
A Ballot Pool consists of a self-selected set of members of the Ballot Body who join the
Ballot Pool for a given Regional Criterion or Regional Reliability Standard during a
designated window of opportunity provided by WECC either prior tobaloting or prior tothe
close of balloting.

3.53.8 Board of Directors (Board).
WECC Board of Directors, collectively, as described in Section 6.

3.63.9 Canadian Delegation.
Canadian WECC Members.

3.73.10Canadian Director.
A member of the WECC Board of Directorsthat is either arepresentative from a Canadian
Member of WECC or an individual currently residing in Canada and qualified to provide
expertise on Canadian interests on the WECC Board of Directors.

3.83.11Class.
A grouping of Members described in Sections 4.2.1 through 4.2.7 and 4.3.

3.93.12Commercial Practices.
The products and practicesinvolved in trading dectricity. Theterm“Commercial Practices’
only refersto an interaction among market entities that does not affect or require assistance
from Grid Operating Entities that have grid reliability responsibilities.

3-103.13 Compliance Hearing Body.
The hearing body formed in accordance with procedures established in the WECC
Delegation Agreement with the ERO for the purpose of providing a balanced compliance
panel to conduct hearings for the resolution of disputes concerning compliance with or
enforcement of Reliability Standardsthat may arise between WECC (acting as Compliance
Enforcement Authority for the Western Interconnection) and a Registered Entity.




3423.14 Cross-Border Regional Entity.
A Regiona Entity that encompasses a part of the United States and a part of Canada or
Mexico, and may therefore be delegated authority to propose and enforce Reliability
Standards in Canada or Mexico by virtue of applicable contractual or regulatory
mechanisms.

3133.15 Delegation Agreement.
An agreement between the ERO and the WECC pursuant to Section 215 of the Federal
Power Act by which the ERO delegates to the WECC designated powers, rights and
responsibilities regarding the administration within the Western Interconnection of
eectric Reiability Standards adopted or approved by the ERO and the FERC.

3.143.16 Director.
An individual member of the WECC' s Board of Directors.

3153.17 Electric Line of Business.
The generation, transmission, distribution, or trading of electricity or the provision of related
energy services in the Western I nterconnection.

3-163.18 Electric Reliability Organization (ERO).
The organization certified by FERC under 18 C.F.R. §39.3, the purpose of whichisto
establish and enforce Reliability Standards for the bulk-power system in the United
States, subject to FERC review.

317319 Entity.
Any individual, person, corporation, partnership, association, governmental body or
organization of any kind.

3-183.20 FERC.
The Federal Energy Regulatory Commission or any successor.

3-193.21 Good Utility Practice.

Any of the practices, methods and actsengaged in or approved by asignificant portion of the
eectric utility industry during the relevant time period, or any of the practices, methods and
actswhich, in the exercise of reasonablejudgment in light of thefactsknown at thetimethe
decision was made, could have been expected to accomplish the desired result at a
reasonable cost consistent with good business practices, rdiability, safety and expedition.
Good Utility Practiceisnot intended to belimited to the optimum practice, method, or act to
the exclusion of all others, but rather to be acceptabl e practices, methods, or acts generally
accepted in the region.



3:203.22 Grid Operating Entity.
Any operating entity, such as a-centrel-area-operater Balancing Authority, that is certified
pursuant to Section 2.1.5 of these Bylawsto beresponsiblefor reliable operation of aportion
of the Western Interconnection.

3:223.23 International Reliability Agreement.
An agreement between the-WECC and any appropriate Canadian or Mexican authority
related to WECC' s powers, rightsand responsi bilities regarding the administration within the
Western Interconnection of eectric Reliability Standards.

3:233.24 Local Regional Entity.
A regional transmission organization or some other formally or informally constituted
regional organization or group within the Western Interconnection, including but not
limited to aCentrol-Area Balancing Authority, a group of Centrel-AreasBalancing
Authorities acting in concert, or agroup of Entities that own or operate Transmission
Facilities acting in concert. These Local Regional Entity boundaries can be reevaluated or
modified over time.

3:243.25 Market Interface.
Market Interfaceinvolves all interactions among market entities and Grid Operating Entities
related to transmission service and physical delivery.

3.253.26 Material External Impacts (MEI).
Significant effects on another Loca Regional Entity or market within the Western
Interconnection but outside of the Local Regional Entity or market adopting a policy,
standard, practice or procedure, or implementing an action.

3:263.27 Member.
Any entity that has applied and been accepted for membershipinthe WECC andiscurrentin
the payment of dues.

3273.28 Member Class Director.
A Director elected by a Class in accordance with Section 6.4 of these Bylaws.

3:283.29 Mexican Delegation.
Mexican WECC Members.

3-293.30 Mexican Director.
A member of the WECC Board of Directorsthat is either arepresentative from aMexican
Member of WECC or anindividual currently residing in Mexico and qualified to represent
Mexican interests on the WECC Board of Directors.



3-303.31 Non-Affiliated Director.
A Director e ected by the Members who satisfies the requirements of Section 6.5.1 of these
Bylaws.

3:313.32 Open Access Tariff.
A tariff offering transmission service which meets the requirements applicable to FERC
orders regarding open access.

3.33 _ Participating Stakeholder.
Any person or entity that is not a WECC Member, but is an interested stakeholder and has
applied and been granted, pursuant to Section 8.6.2, the participation and voting rights set
forth in Section 8.6.1.

O iz j O
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3333.34 Primary Authority.
The ability, obligation, or responsibility of an entity to address an issuein thefirst instance.

3.35 Regional Criteria
A WECC Board Approved document whose purpose is to establish consistency among
WECC member entities with respect to business practices, technical procedures,
documentation procedures or administrative procedures. Regional Criteriainclude specific
procedures or requirements and must be approved by the Board. New and revised Regional
Criteria shall be established using the WECC Standards Devel opment Procedures.

3-343.36 Regional Entity (RE).
An entity having enforcement authority pursuant to 18 C.F.R. §39.8.

3:353.37 Regional Transmission Organization (RTO).
An entity approved by the Federal Energy Regulatory Commission as meeting the require-
ments and performing the functions of a regional transmission organization pursuant to
FERC Order 2000 and subsequent related orders.

3-363.38 Registered Entity.
An owner, operator, or user of the bulk-power system or the entities registered as their
delegates for the purpose of compliance in the North American Electric Reliability
Corporation Regional Compliance Registry.

3-373.39 Reliability Management System
The contracts, separate from these Bylaws, by which Members and other parties agree to
certain procedures and sanctions intended to enforce specified Reiability Practices to
maintain reliable electric service throughout the Western Interconnection.



3-393.40 Reliability Standard.
A requirement approved by FERC under section 215 of the Federal Power Act, to
provide for reliable operation of the bulk-power system in the United States. The term
includes requirements for the operation of existing bulk-power system facilities,
including cybersecurity protection, and the design of planned additions or modifications
to such facilities to the extent necessary to provide for reliable operation of the bulk-
power system, but the term does not include any requirement to enlarge such facilities or
to construct new transmission capacity or generation capacity. A Reliability Standard for
the Western Interconnection shall only apply to entities outside of the U.S. portion of the
Western Interconnection upon approval by the appropriate Canadian or Mexican
regulatory authority. Reliability Standards include Regional Reliability Standards and
Continent- wide standards. Reliability Standards are adopted by the North American
Electric Reliability Corporation (“NERC"). Regional Reliability Standards are specific to
the Western Interconnection and shall be established usi ng the WECC Standards
Devel opment Procedur - ‘ y /-Canadian-and-\ ‘ !
autherities.

3-403.41 Reliability Standards Development Procedures.
The Pprocess for Bdevel oping and Aapproving WECC Regional Reliability Standards (or
its successor) attached as Exhibit C to the Delegation Agreement between WECC and
North American Electric Reliability Corporation.

3:413.42 Transmission Facilities.
Those facilities that are defined as “transmission facilities” by FERC for purposes of the
open access requirements of Section 210 and 211 of the Federal Power Act or any facilities
which would be so defined if the Member were subject to FERC jurisdiction.

3423.43 Western Interconnection.

The geographic areacontaining the synchronously operated el ectric transmission gridinthe

W&stern part of North Amerlca, whichincl udaspaﬁtseLM@ntan&Nebras&a,uNewMe%e
exas; in the United States Arizona,
Callfornla, Geteraele—ldaho Na/ada, Oregon Utah and Washington, as well as parts of
Montana, Nebraska, New Mexico, South Dakota, Texas, Wyoming, and Col orado; parts of
and-the Canadian Provinces of British Columbia and Alberta; and Baja California Norte,
Mexico.

Members and Membership.

4.1 Voluntary Membership.
Except as otherwise may be required by applicable authority, membership in the WECC is
voluntary. A Member may withdraw upon giving the Secretary thirty (30) days advance



4.2

written notice. Notwithstanding such notice of withdrawal, al contracts (including any
Reliability Management System Agreement), FERC orders, unpaid Member costs, decisions
of arbitration and requests for transmission service madeto thewithdrawing Member in effect
or pending as of the date of the written notice of withdrawal will be followed through to
completion, pursuant to these Bylaws, by the withdrawing Member; however, pending
reguests for transmission serviceto be provided to such withdrawing Member will bevoid for
the purposes of these Bylaws. Nothing hereinwill relieve any Member withdrawing from the
WECC from any obligation it may have under applicable law including, but not limited to,
Section 215 of the Federal Power Act. A Member that withdraws is obligated to pay any
unpaid dues owed through the remainder of the fiscal year in which its resignation becomes
effective. Any Director employed by awithdrawing Member will be deemed to haveresigned
pursuant to Section 6.8.

Eligibility for Membership.

Subject to Section 4.5, any Entity that is an interested stakeholder or that meetsthe criteria
for membership in the membership classes described in Sections 4.2.1 through 4.2.7 may be
aMember of the WECC:

421 Class1. Electric Line of Business Entities owning, controlling or operating more
than 1000 circuit miles of transmission lines of 115 kV and higher voltages within
the Western I nterconnection.

422 Class 2. Electric Line of Business Entities owning, controlling or operating
transmission or distribution lines, but not more than 1,000 circuit miles of
transmission lines of 115 kV or greater, within the Western Interconnection.

4.23 Class 3. Electric Line of Business Entities doing business in the Western
Interconnection that do not own, control or operate transmission or distribution lines
in the Western Interconnection, including power marketers, independent power
producers, load serving entities and any other Entity whose primary businessisthe
provision of energy services.

424 Class 4. End users of significant amounts of electricity in the Western
Interconnection, including industrial, agricultural, commercial and retail entitiesas
well as organizationsin the Western Interconnection that represent theinterests of a
substantial number of end users or asubstantial number of persons interested in the
impacts of dectric systems on the public or the environment.

425 Class5. Representatives of states and provinces in the Western I nterconnection,
provided that such representatives will have policy or regulatory roles and do not
represent state or provincia agencies and departments whose function involves
significant direct participation in the market as end users or in Electric Line of
Business activities.

4.2.6 Class6. Canadian members of other classes pursuant to Section 4.3.

10



4.3

4.4

4.5

4.277 Class7. Membersat large, that is, entitiesthat are not eligiblefor membershipinthe
other Member Classes and who have a substantial interest in the purposes of the
WECC.

Designation of Membership Class.

A Member of WECC may not belong to more than one Class except that for purposes of
€l ecting Canadian Directors and for populating the Governance and Nominating Committee,
there shall beaClass 6 composed of all Canadian Members from any of the Member Classes
defined in Section 4.2 except Class 7. An applicant for membership will designate the Class
for which it qualifies based upon the criteriafor membership set forth in Section 4.2 and these
additional requirements: 1) al Members that are Electric Line of Business Entities must
belong to Classes 1, 2 or 3; and 2) any Member owning, controlling or operating
Transmission Facilities or distribution facilities must belong to Class 1 or 2 unlessthe Board
grants the Member’s petition for a change in Member Class pursuant to the provisions of
Section 4.4 of these Bylaws. Applications for membership will be submitted to the WECC.
WECC staff will review the application to verify eigibility for membership and Member
Class designation. An applicant whose application has been rejected or any Member who
disputesthe WECC staff’ sdetermination regarding the appropriate Member Classdesignation
may request review by the Governance and Nominating Committee. If the applicant or any
Member disagrees with the Governance and Nominating Committee’ sdecision, the applicant
or such Member may appeal this decision to the Board.

Changes in Membership Class.

Notwithstanding any other provision of these Bylaws, upon a petition from a Member, the
WECC staff (subject toreview by the Governance and Nominating Committee and appeal to
the Board) may allow the Member to change Member Classif theinterest of the Member is
more closely aligned with the proposed Class than the Member’s current Class.

Affiliates and Distinct Business Entities.
An Affiliate of a Member that satisfies the membership qualifications may also become a
Member provided:

45.1 The Affiliate applying for membership and the Member disclose to the Chief
Executive Officer dl Affiliates that are WECC Members and the Classes to which
the Affiliates belong. Every Member will promptly notify the Chief Executive
Officer whenever it becomes, or ceases to be, an Affiliate of any other Member.

45.2 Affiliates may be members of the same Class; provided, however, a group of
Affiliates within a single Class may only have one vote in any WECC forum. A
group of Affiliates within a single Class may, by providing written notice to the
Chief Executive Officer, split their singlevote pro rataor designateasingle Affiliate
as the group’ s voting Member.

4.5.3 For good cause shown and with the express approval of the Board, a company or
organization containing functionally distinct entities within it may obtain separate

11
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memberships for such entities; provided that such entities will be considered
Affiliates.

The Board may adopt a policy regarding whether Members may share the benefits
of membership (including the right to receive information that is only available to
Members) with a non-member Affiliate.

Upon receiving applications from non-WECC members to join the Ballot Body,

WECC staff shall require such non-WECC members to identify their affiliations
with other Ballot Body members in their applications to join the Ballot Body.
WECC staff shall limit voting of affiliated non-WECC members in the same
manner that would be used to limit voting by WECC member organizations.

Rights and Obligations of Membership.
Except as otherwise provided in these Bylaws or other applicable authority, Members of the
WECC have the following general rights and obligations:

4.6.1

4.6.2

4.6.3

4.6.4

4.6.5

4.6.6

4.6.7

4.6.8

Theright to éect and remove Directors as described in Sections 6.4, 6.5 and 6.7;

Theright to amend these Bylaws, and to review and rescind any Board amendment
of these Bylaws, in accordance with Section 13;

Theright to receive appropriate meeting notices, aswell as reports and information
produced by the WECC,;

Theright to attend, participate and votein all WECC Member meetingsand theright
to attend Board mestings (other than closed sessions of Board meetings) and to
comment upon all matters considered in such meetings;

The right to be a member of, attend meetings of, and to introduce motions, debate
and to vote in the deliberations of WECC committees, subject to the limitations of
these Bylaws and such other reasonable limitations as the Board may adopt from
timetotime;

The right to obtain non-discriminatory transmission access from other Membersin
accordance with applicable law and Section 10 of these Bylaws;

Theright to invoke the dispute resolution provisions of these Bylaws;
The right to petition the Board to take any action consistent with applicable law
(including Section 215 of the Federa Power Act and implementing orders and

regulations), these Bylaws and the articles of incorporation and to have such petition
voted upon in areasonable and timely manner;
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4.7

4.6.9 The obligation to abide by these Bylaws, decisions resulting from the dispute
resolution process, and al standards or decisions of the-WECC, subject to the
exceptions set forth in Section 4.7 and the enforcement provisions of Section 4.8.

4.6.10 For Members owning or operating Transmission Facilities, or possessing trans-
mission capacity rights by contract, the obligation to provide non-discriminatory
transmission accessto other Membersthrough aregional transmission organization,
the submittal of an Open Access Tariff with the FERC or in accordance with Section
10 of these Bylaws,

4.6.11 The obligation to notify the Chief Executive Officer promptly of changes with
respect to Affiliates as provided in Section 4.5.1 of these Bylaws; and

4.6.12 The obligation to pay in atimely manner the membership dues pursuant to Section
12.

4.6.13 Theobligation to provide system datathat the Board has determined is necessary for
WECC functions and does not impose an undue burden on the Members; provided,
however, that the Board shall adopt appropriate limitations on this obligation or
procedures that protect, and avoid the unnecessary collection of, confidential,
privileged, trade secret, cybersecurity or critical energy infrastructureinformation or
other information that the Board determines merits such protection consistent with
applicable law.

Limitations on Member Obligations.

The obligation of Members pursuant to Section 4.6.9 will not require any Member to take
any action which the Member in good faith determines: 1) would exceed the physica
capabilities of theMember’ selectric system (or any part of another’ selectric systemthat the
Member has the lega right to cause to comply with a WECC action governed by Section
4.6.9); 2) would create serious and immediate risks to public health or safety (provided,
however, that the shedding of load shall not in and of itsef be deemed a serious and
immediaterisk to public health and safety for the purpose of this section); 3) would createan
immediate risk of serious damage to facilities or equipment within its electric system or
causeit to operate any of its electric facilities or equipment in an unsafe manner; 4) would
cause the Member to violate or improperly implement an applicable law, regulation, rule,
order, FERC license provision or other legal obligation; or 5) would conflict with any non-
power requirement applicable to the Member (including without limitation any obligation
under environmental laws, regulations, court and administrative decisions or biological
opinions).

Each Member shall retain sole control of its facilities and the use thereof, and a Member
shall not be required to construct or dedicate facilities for the benefit of any other Member,
or berequired to take action, or refrain from action, asmay be deemed necessary to maintain
reliableservicetoitsown customersand/or to fulfill its obligationstothird parties; provided,
that aMember shall comply with duly-adopted reliability standards applicabletoits system
and shall comply with any directives under existing security coordination agreements.
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4.8

4.9

Nothing in these Bylaws is intended to preclude application of Section 210 or 211 of the
Federal Power Act and Section 10 of these Bylaws. The above limitations shall not be
construed asateringaMember’ s obligation to comply with applicable Reliahility Standards
or enforcement orders, or any other obligation arising under 18 C.F.R. Part 39.

Compliance and Enforcement.

The power of the-WECC to enforce Member obligations other than compliance with
Reliability Standards and other obligations arising under 18 C.F.R. Part 39 and applicable
Canadian and Mexican regulatory requirements is limited to suspension or termination of
membership as set forth in this Section; provided, however, that: 1) nothing in this Section
will limit the power of Members to agree to additional enforcement provisionsin separate
contracts (such as contracts pursuant to the Reliability Management System); 2) nothing in
this Section will limit the power of the-WECC to propose solutions regarding Market
Interfaceissuesto any Applicable Regulatory Authority as described in Section 2.1.10; and
3) nothing in this Section will limit WECC' s del egated authority under Section 215 of the
Federal Power Act and 18 C.F.R. Part 39 and applicable Canadian and Mexican regulatory
requirementsto enforce Reliability Standards and perform other delegated functionswithin
the Western Interconnection. The Board may suspend or, to the extent consistent with
applicablelaw, terminate the membership of any Member for amaterial failureto meet any
obligation of membership set forth in these Bylaws, including, but not limited to: 1)
non-payment of dues sixty (60) days after the dues become delinquent; 2) intentionally or
repeatedly violating any WECC Bylaw; 3) materially breaching or intentionally violating
any FERC order or arbitration decision issued pursuant to these Bylaws; or 4) willfully
obstructing any lawful purpose or activity of the WECC. The Board will give the affected
Member not |ess than twenty-one (21) days prior written notice of any proposed suspension
or termination, which will include the specific basis for the proposed action and, if
applicable, instructions on curing the problem.

4.8.1 Suspension. The suspension of a Member will not affect the Member’ s rights and
obligations other than that the Member, and any Director employed by or affiliated
with the Member, will not be entitled to vote at any meeting of the Members,
Classes, Directors, or any committee until the suspension is removed except that a
suspended Member may vote in WECC committee and subcommittee meetings on
proposed Reliability Standards or revisions to Reliability Standards.

4.8.2 Termination. The termination of membership will have the same effect, and be
subject to the same continuing obligati ons, as such Member’ swithdrawal pursuant to
Section 4.1 (including the provision therein regarding resignation of any Director
employed by such Member), except that it will be effective immediately upon the
noticed date pursuant to Section 4.8.

WECC Structure and Governance Review Related to Regional Transmission
Organizations.

At least each five years, the Board of Directors will conduct a thorough assessment of
whether the-WECC is fulfilling its purposes in a manner that is consistent with: 1) the
provisions of Section 2.3 of these Bylaws; and 2) the then-current state and the expected
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future evolution of the electric power industry within the Western Interconnection. In
particular, the Board will focus on whether the standards, obligations, processes, and
decisions the WECC imposes on its Members are timely, fair, effective, and reasonablein
view of thecommercial, legal, regulatory, and economic needsand objectives of the affected
Members. The Board will evaluate the-WECC's Board composition, Member Class
structure, committee structure and activities, and staff responsibilities as they relate to the
foregoing considerations. The assessment required by this Section 4.9 will be accompanied
by Board recommendations for any changes the Board determines are warranted by the
assessment.  The assessment and recommendations prepared by the Board in accordance
with this Section 4.9 will be submitted inwriting to the Members at thefirst annual Member
meeting held after they are completed.

5. Procedures for Member Decisions.

5.1

5.2

5.3

Quorum.

With the exception of voting on Regional Reliability Standards and Regional Criteriaunder
the oversight of the WECC Standards Committee, mMembers may conduct business and
takevotesonly at duly noticed Member meetings. Members may not conduct any business of
the membership asawhol e at any meeting unlessaquorumisfirst established. A majority of
all Members, including amajority in at least three (3) Classes, will constitute a quorum for
all meetings of the membership as a whole. A magjority of the members of a Class will
constituteaquorum for all Member Classmestings. Inactive Members, asdefinedin Section
5.9 of these Bylaws, will not be counted in determining aquorum at membership or Member
Class meetings. A quorum, once established, will be deemed to continue for the balance of
any Member or Member Class meeting, except that no election of Directors may occur
without a quorum being present. Members may designate an aternate representative or
submit an absentee ballot in aform consistent with Section 6.6 for any Member or Member
Class meeting. No Class may elect Member Class Directors without a magjority of the
members of the class being present either in person, or by designation of an aternate
representative, or by the submission of an absentee vote. At aduly noticed meeting of the
membership as awhole where a quorum of the membership has not been established, or at
any duly noticed meeting of a Class meeting on its own, a Class may elect Member Class
Directors notwithstanding the lack of quorum for action by the membership as a whole,
provided amajority of the Members of aClassare present in person, or by designation of an
aternate representative, or have submitted an absentee vote.

General Membership Meetings.

All business of the Members acting as a whole will be conducted at meetings called by
advance notice to all WECC Members provided in accordance with Section 5.5. Unless
stated otherwise in these Bylaws, decisions at all meetings of the Members or of Member
Classes will be by simple majority vote of the Members present or otherwise represented in
accordance with these Bylaws, with each Member having one vote. The Chair of the Board
will preside over al Member meetings.

Annual Member Meetings.

Fhe WECC will hold an Annual Meeting of all Membersat atime and place determined by
theBoard. At the Annual Mesting, in addition to such other actions the Members may take,
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5.6

5.7

5.8

all Member Classestogether will elect Non-Affiliated Directors and each Classeligibletodo
so will elect Member Class Directors.

Special Member Meetings.

Members may hold specia meetings whenever called by the Board. The Board will call
special Member meetings whenever amajority of the Members of any Classrequest aspecial
meeting or at such other times asit deems appropriate. The Chair of the Board will preside
over all special Member meetings.

Member Class Meetings

An individual WECC Member Class, including Class 6 consisting of the Canadian
Delegation, may hold ameeting for any purpose relevant to theinterests of ClassMembers,
including the el ection of Member Class Directors by Classes digibleto do so. Such meeting
will beinitiated by request by one or more Class Member(s), and agreement by at least fifty
percent (50%) of Class Members.

Notice of Member Meetings.

5.6.1 Annual Meeting. The Chief Executive Officer will provide at least thirty (30) days’
advance notice to al Members and the Board of the date, place and time of the
Annual Meeting of the Members and an agenda of the business to be conducted at
such meeting.

5.6.2 Other Member Meetings. The Chief Executive Officer will provide notice of
regularly scheduled and special meetings of the Members to the Members not less
than fifteen (15) days before the meeting if delivered by first-class mail, or not less
than ten (10) days before the meeting if the notice is delivered personally, by
telephone, by facsimile, electronic mail or expressmail. Notice of meetings may not
be sent solely by electronic mail. If mailed, such notice will be deemed given when
deposited in the United States mail, with first-class postage thereon prepaid,
addressed to a Member. Such notice will state the date, time and place of the
meeting and the meeting agenda.

5.6.3 Public and Web-SWebsite Notice. Public notice of each meeting of the Members
will be placed on WECC' s Web-website at least ten (10) days before such meeting.
In addition, the Chief Executive Officer will provide noticein the same manner and
time as set forth in Section 5.6.2 of each meeting to each member of the public who
so requests and who has provided appropriate information regarding delivery of
notice.

Open Meetings.
All Membership meetings are open to observation by the public.

Policymaking Authority.

The Board of Directors may adopt policies for theinterpretation and implementation of the
meeting and voting procedures established in this Section 5.
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5.9

Minimum Participation Requirement.

In order to be counted for quorum purposes at a meeting of the membership as awhole or
Class meeting, aWECC Member must actively participate (by attending in person, sending
an alternate, or voting absentee) in at least one WECC meeting (including meetings of the

Board, commlttees and subcommlttees) each year At—least—weweeleSﬁner—temeWEGG

do& not meet thls minimum part| Cipateion requi rement the M ember wi II be considered an
“inactive’” Member until its active status is restored by participation in & WECC-Annual
Meetingat |east one WECC meeting (including meetings of the Board, committees and

subcommittees) by attending in person, sending an alternate, or voting absentee. Aninactive

Member will not be counted toward establ ishing aguorum of the membershi p as awhol eor

al i ngs. An appllcant for WECC
membershl p or aWECC Member may a any ti meself designateitself aninactive Member.
Such designation will be effective until the Member is reinstated to “ active” status.

6. Governance.

6.1

6.2

Board of Directors.
Subject to those matters expressly requiring approva of the Membership, a Board of
Directors e ected by the Members will govern the WECC.

Composition of the Board.

Except asprovided in Sections 6.2.1 and 6.2.2, the Board consists of thirty-two Directors as
follows: 1) twenty-four (24) Member Class Directors e ected by theMember Classesdligible
to do so, including Class 6 as defined in Section 6.2.1, (four from Classes 1 through 6); 2)
seven (7) Non-Affiliated Directors e ected by the WECC Members as awhole (which may
include the Chief Executive Officer), and 3) one Mexican Director el ected according to
Section 6.2.2. Asindicated in Section 6.2.1, if there is no Non-affiliated Director whose
background and experience would provide the Board expertise on Canadian interests, then
the Board size would be increased by one more Director elected by Class 6. 1n addition, the
Board may provide for the CEO of WECC to be avoting member of the Board through the
inclusion of such aprovision in the resolution the Board adopts appointing WECC's CEO.
Such provision shall not permit the CEO to be a member of a Board committee or to cast
either atie-breaking vote or avote that crestes atie.

6.2.1 Canadian Interests. For purposes of providing fair and adequate representation of
Canadian Interests in numbers that are approximately proportionate to the
contribution of net energy for load in that portion of the Western Interconnection
located in Canada, the Canadian Delegation shall constitute Class 6 and shall elect
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6.3

6.4

6.2.2

four (4) Canadian Directors, provided that at |east one of these Canadian Directors
must be affiliated with each of Member Classes 1, 3, and 5. Members of the
Canadian Delegation shall vote for Directors in this Class 6 and shall not vote in
other Member Class elections. In theinitial election of these four Class 6 Directors,
one shall have aterm of four years, one shall have aterm of three years, one shall
have a term of two years, and one shall have a term of one year. Thereafter all
Canadian Directors will serve aterm of three years. Class 6 will aso elect afifth
Canadian Director if, following the election of Non-Affiliated Directors at the
Annual Meeting, there is no Non-Affiliated Director qualified by virtue of
background and experience in Canadian industry or government to provide Board
expertise on Canadian interests. This fifth Canadian Director shall serve until the
earlier of: 1) theend of athree-year term (provided that thisprovision will remainin
effect and may continue to cause the election of an additional Director); or 2) the
dection by the Members of a Non-Affiliated Director with the background and
experience described in this Section.

Mexican Interests. Whenever thereareat least two (2) Members whose head offices
and principal place of business are in Mexico or there is one such Member that
operates a portion of the Western Interconnection and has signed the Reliability
Management System agreement or has agreed to abide by any successor standards
compliance system and no person has been elected to the Board by the Classes or
Members whose experience or affiliation reflects Mexican interests, the number of
Class Member Directors will be expanded by one (1) and the additional Member
Class Director will be elected by the Mexican Delegation. This Mexican Director
will serve until the earlier of: 1) the end of a three-year term (provided that this
provision will remain in effect and may continue to cause the eection of an
additional Director); or 2) the election by the Members or a Member Class of a
person with the experience or affiliation described in this Section.

Term of Office.

Each Director will hold office for three (3) years. For Directors elected at the Annual
Membership Meeting, each three (3) year term shall commence upon the adjournment of the
portion of the Annual Member Meeting provided for in Section 5.3, in which all Members
are counted for purposes of determining a quorum. Similarly, the three year terms of
outgoing Directors shall end upon the adjournment of that portion of the Annual Member
Meeting in which all Members are counted for purposes of determining a quorum, whether
that resultsin alonger or shorter term than exactly three years.

Selection and Compensation of Member Class Directors.

6.4.1 Selection of Member Class Directors. With the exception of Class 7, each Member

Classshall bedligibleto elect Member Class Directors. Member Class Directorswill
be elected by Members of their respective Classes of Membership. Each Member
Class digibleto elect Member Class Directors may develop its own list of Director
candidates or it may ask the Governance and Nominating Committeetodevelop alist
of candidates. If the Governance Nominating Committee is used, it will select at
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6.4.2

6.4.3

6.4.4

least two (2) candidates for each vacancy for Member Class Director. Inaddition, in
identifying candidates for Member Class Director positions, the Governance and
Nominating Committeewill seek to produce asate of candidates who, together with
the Directorsfrom al Member Classes standing for election and continuingin office,
will reflect the diversity of regiona interests and characteristics within the Western
Interconnection. The proposed slate of candidateswill be mailed to the Members of
the Class at least sixty (60) days before each Member Class Meeting at which the
elections areto be held. Additional candidates may be added to the slate upon the
submittal of a nomination to the Chief Executive Officer signed by three (3)
Members of the Class, or ten percent (10%) of the total number of Members of the
Class, whichever is grester. The Chief Executive Officer must receive such
nominations at least thirty (30) days before the Member Class Meeting. All
candidates identified by the Class (as provided above) or by the Governance and
Nominating Committee will be submitted to the Class for eection at the Member
Class Meeting. Candidates will provide reasonable background information
regarding their qualifications and a disclosure statement regarding any affiliations
with Electric Line of Business Entities in the Western Interconnection to the
Members before each eection. The Director candidate(s) receiving the highest
number of votes cast by Members of the Class will be elected to the position of
Director.

Member Class Director Qualifications. Member Classes digible to elect Member
Class Directors may e ect any person asaMember Class Director, provided that no
Member or group of Affiliated Members may have more than one Director
associated with them. Nothing in this Section regarding the el ection of Directors by
Classes of Membersisintended to limit, qualify or alter in any manner thefiduciary
obligation of Directors to the WECC set forth in Section 6.10.1. A Member Class
Director shdll notify all Members of the Class from which the Director was e ected of
any significant change in employment or other significant changein circumstances
relevant to the Director’ squalifications. Such notice shall be provided in writing as
soon as possible and not later than sixty (60) days following the change.

Minimum Number of Class Members. Each Class digible to elect Member Class
Directors must have at least four (4) Membersto be qualified to nominate and el ect
representativesto the Board of Directors. If aClasseligibleto elect Member Class
Directors contains less than four (4) members, then the Director positions for that
Class will remain vacant until the first Annual Meeting at which the Class has the
minimum number of members, at which time two of the vacant positions will be
filled by election to three year terms and two by election to two year terms. If a
Class digibleto elect Member Class Directors falls bel ow the minimum number of
members after having elected Directors, such Directors will continue to serve out
their terms. However, upon expiration of their terms, the Director positions will
remain vacant until such time as the Class contains sufficient members.

Member Class Director Compensation. Member Class Directors will not be
compensated for their service by the WECC. Fhe-WECC will reimburse Member
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Class Directorsfor reasonable and actual out-of-pocket expenses (such astravel and
lodging) that are not subject to reimbursement from any Member or other source.

6.5  Selection and Compensation of Non-Affiliated Directors.
6.5.1 Non-Affiliated Director Qualifications.

6.5.1.1 Non-Affiliation. The Non-Affiliated Directors of the Board may not be
affiliated with any Entity that is a Member of the WECC or is igible for
membership in Classes 1 through 3 of the WECC, provided that status as a
residential eectricity customer will not disqualify aperson from sitting asa
Director. A candidate will not be qualified to serve as a Director if the
candidate, or the spouse or aminor child of the candidate, derives any of his
or her annual income from aMember of WECC, an Entity that iseligible for
membership in Classes 1 through 3, or a bulk power user in the Western
Interconnection. Fhe-WECC shall maintain a list of such Members and
Entities which shall be updated periodically. Non-Affiliated Directors,
candidates and others shall be entitled to rely upon the list to determine
compliance with these requirements.

6.5.1.1.1  Notwithstanding the provisions of Section 6.5.1.1, acandidate
for Non-Affiliated Director will not be disqualified for owning
sharesin amutual fund that ownsaninterestinaMember or an
Affiliate of a Member as long as the mutual fund does not
specidize exclusively or predominantly in the energy sector.
Thedisqualification standards described in Section 6.5.1.1 will
not disqualify a candidate who is receiving payments from a
pension plan of a Member or an Affiliate of a Member in a
form other than securities of such Member or Affiliate and the
pension plan payments bear no relationship to the economic
performance of the Member or Affiliate.

6.5.1.1.2  Thedisqudification standards described in Section 6.5.1.1 will
not apply to disqualify a candidate solely by virtue of an
employment or contractual relationship with astatethat hasone
or more agencies that are eligibleto be Members of Class 5 of
WECC, provided that:

1 Inthe case of acandidate’ semployment relationship, the
employer is not amember of WECC;

2. Inthecase of acandidate’ s contractual relationship with

a state agency, no member or employee of the state
agency is amember of the WECC Board;
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3. In the case of a candidate's employment relationship
with a contractor to a state agency, no member or
employee of the state agency isamember of the WECC
Board; and

4. In the case of a candidate’s employment or contractua
relationship with a state agency which is a WECC
Member or employs a WECC Board member, if the
Governance and Nominating Committee determinesthat
the candidate's employment duties do not include
significant work for or representation of that state

agency.

6.5.1.1.3  Notwithstanding the provisions of this Section 6.5.1.1, a
candidate for Non-Affiliated Director will not be disqualified
for being affiliated with an organization that represents a
substantial number of end users or a substantial number of
persons interested in the impacts of eectric systems on the
public interest or the environment.

6.5.1.2 Expertise. The Governanceand Nominating Committeewill nominate Non-
Affiliated Director candidates with the objective of having at | east one Non-
Affiliated Director with expertise in electric transmission operations and
planning. The Governance and Nominating Committee will also have the
obj ective of nominating persons with: 1) experience in corporate leadership
a the senior management or board of directors level; 2) leadership
experiencein law, finance, economics, accounting, engineering, regulation,
natural resources or commercial commodity markets and associated risk
management; 3) experience representing a substantial number of end usersor
asubstantial number of personsinterested in theimpacts of e ectric systems
on the public or the environment; 4) awell-devel oped understanding of the
distinct operational, resource, political, and interest-based characteristics of
variousregionswithin the Western Interconnection; and 5) awell-devel oped
understanding of Canadian power systems or Canadian regulatory issues.

6.5.2 Seection of Non-Affiliated Directors.

6.5.2.1 Selection of Non-Affiliated Directors. After the initial election of Non-
Affiliated Directors, the Governance and Nominating Committee will make
nominations. Before the end of each Non-Affiliated Director’s term, the
Governance and Nominating Committee may select an independent search
firm to provide the Governance and Nominating Committee with a list of
qualified candidates for each vacant position. Incumbent Directors, if
qualified and willing to serve, may be considered for nomination by the
Governance and Nominating Committee. The Governance and Nominating
Committee will consider each candidate for Non-Affiliated Director to
determine whether that candidate is qualified to stand for election to the
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6.6

Board. From the list of candidates accepted by the Governance and
Nominating Committee to stand for eection, the Governance and
Nominating Committee will select aslate of candidates for the vacant Non-
Affiliated Director positions. The Governance and Nominating Committee's
date of candidates will be e-mailed to the Members no later than sixty (60)
daysprior tothe Annual Meeting. Additional candidates may beadded tothe
slate upon the submittal of a nomination to the Chief Executive Officer
signed by no fewer than 10 Members, including at least 3 from each of two

The Chief Executive Officer must receive such nomination at least thirty (30)
days before the Annual Meeting. The Chief Executive Officer will place
such nominations before the Members for possibl e e ection unless he or she
determinesin writing that a proposed nominee does not meet the criteriafor
eligibility to be a Non-Affiliated Director in these Bylaws.

6.5.2.2 Disclosure Statement. Candidatesfor Non-Affiliated Director will provideto
the Governance and Nominating Committee and, if nominated, to the
Members, astatement describing their expertiseand disclosing any present or
past affiliations, relationships or associationsrel evant to their qualification to
serve as aNon-Affiliated Director. A candidate for Non-Affiliated Director
will be required to disclose any economic interest in any Member of the
WECC or any Entity eigible for membership in Classes 1 through 3 of the
WECC held by themselves, their spouse or their children aswell asany such
interest known to the candidate held by the candidate’ s parents, siblings,
aunts, uncles, or first cousins.

6.5.2.3 Election. Thenumber of Non-Affiliated Director candidate(s) corresponding
to the number of vacant positions receiving the highest number of votes cast
at the Annual Meetings of the Members will be elected to the position of
Non-Affiliated Director.

6.5.3 Non-Affiliated Director Compensation. The Non-Affiliated Directorswill receivea
level of compensation as determined from time to time by the Member Class
Directors.

Tie Vote.

Inthe event of an inability to select Directorsdueto atievote, asecond votewill betaken to
determine the placement of thetied candidates. The second vote will belimited to thetied
candidates, with the candidate(s) receiving the highest number of votes being selected. |If
another tie voteresults, additional voteswill betaken (after the elimination of any candidate
receiving fewer votes than the tied candidates) until a candidate can be selected. If atie
cannot be resolved pursuant to the foregoing procedures, it will be resolved by lot. For the
purpose of such second (and subsequent) votes, absentee ballots shall allow voterstolist al
candidatesin order of preference such that absentee ball ots may be counted by strikingthose
candidates not participating in the run-off. Absentee ballots that express an order of

22



6.7

6.8

6.9

preference for fewer than all candidates will be counted if the ballot demonstrates clear
preference among the runoff candidates.

Removal of Directors.
TheMembers or the Board may remove a Director before completion of the Director’ sterm
of office pursuant to the following provisions.

6.7.1 Removal by the Members. Member Class Directors may be removed at will by a
vote of at least sixty percent (60%) of the Members of the Class that €l ected that
Director. Non-Affiliated Directors may be removed only for gross negligence,
violation of local, state, provincial, or federal laws, gross misconduct, or failureto
meet the fiduciary obligations of Directors. Removal of a Non-Affiliated Director
will be by avote of at least fifty percent (50%) of the entire WECC membership,
including avote of at least fifty percent (50%) of each Class.

6.7.2 Removal by the Board. The Board may remove any Director for gross negligence,
violation of local, state, provincial, or federal laws, gross misconduct, or failureto
meet the fiduciary obligations of Directors. Such removal will only occur upon the
affirmative vote of not less than twenty-one (21) Directors.

Resignation.

Any Director may resign from his or her office or position at any time by written notice to
theBoard by ddlivery to the Chair. Pursuant to Sections4.1 and 4.8.2, aDirector employed
by awithdrawing or expelled Member will be deemed to have resigned. The acceptanceof a
resignation will not be required to make it effective.

Procedures for Filling Vacant Director Positions.

6.9.1 Member Class Director Vacancies. |f the position of any Director elected by a
Member Class becomes vacant, the remaining Directors €l ected by the same Class
will promptly choose a successor to that position who will serve until the next
Annua Mesting.

6.9.2 Non-Affiliated Director Vacancies. If the position of any Non-Affiliated Director
becomes vacant, the remaining Directors may charge the Governance and
Nominating Committee with sel ecting asuccessor immediately. The Governanceand
Nominating Committee will follow the requirements set out in Section 6.5.2.1inits
selection of any successor Non-Affiliated Director. Alternatively, if lessthan one(1)
year remains in the term of that Director, the remaining Directors may choose to
leave the position vacant for the remainder of the term.

6.9.3 Holdover to CureProcedural Vacancies. Whenever avacancy in any Member Class
or Non-Affiliated Director positionwould be created dueto expiration of aDirector’s
term combined with alack of aquorum or other procedura inability to elect a new
Director, the expired Director’s term shall be extended until such time as a proper
election of anew Director can be conducted.

6.10 Duties of Directors.
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6.11

6.12

The Directors will have the following duties:

6.10.1 Fiduciary Obligation to the-WECC: All Directors, including Member Class
Directors, will have a fiduciary obligation to the-WECC consistent with the
requirements for Directors of Utah non-profit corporations. Notwithstanding any
affiliation with individual Members or Class of membership, Members of the Board
will at all times act in conformance with such requirements, these Bylaws and the
Standards of Conduct set forth in Appendix A.

6.10.2 Preserve Non-Affiliated Status: Throughout their terms, Non-Affiliated Directors
will have a duty to avoid any affiliation that is inconsistent with the standards for
Non-Affiliated Directors in Section 6.5.1.1 of these Bylaws. If a Non-Affiliated
Director becomes aware of any such affiliation, he/she must either resign or
diminate the affiliation (e.g., dispose of securities) within six (6) months.

Powers of Directors.

The management of all the property and affairs of the WECC will be vested in the Board of
Directors. The Board will hold annual el ectionsto select aBoard Chair and to fill any other
Board officer positionsthat may be created by the Board or required by applicablelaw. The
Board may exerciseall the powers of the WECC and do all lawful actsand things (including
the adoption of such rules and regulations for the conduct of its meetings, the exercise of its
powers and the management of the- WECC) as are consistent with these Bylaws and the
Articles of Incorporation.

Delegation of Board Authority.
The Board may delegate to the Chief Executive Officer or to any Board Committee formed
pursuant to Section 7.7 any or al of its powers and authority except: 1) any power which it
may not delegate pursuant to applicable Utah law; 2) the power to adopt any reiability
standard; 3) the power to determine when to exercise the Backstop Authority of the WECC;
4) the power to approve budgets; 5) the power to form committees; 6) the power to amend
the Bylavvs 7) the power to el ect the Chair and other officers of the Board; 8)-thepewerto
, 5 =-and 98) the
power tohire, flre or set theterms of empl oyment of the Chlef ExecutlveOfflcer TheBoard
may also del egateto any Member committee the power to make specific decisions, subject to
theright of any Member to appeal any of such decisionsto the Board within 30 days of the
committee vote on the decision by writing a letter to the Chief Executive Officer that
describes in reasonable detail the grounds for appeal, and requests that the appeal be
considered by the Board at its next regularly schedul ed meeting, subject to applicablenotice
requirements. Delegation will be by express decision and will requirethe affirmative vote of
not less than twenty (20) Directors. Any Director may call for a vote to rescind such
delegation at any time and such delegation will be rescinded if eight (8) or more Directors
vote to do so.

6.12.1 Noticeto Members. Within seven (7) days of any decision delegated pursuant to
Section 6.12, except for routine decisions of the Chief Executive Officer, Members
will be notified of the decision by eectronic mail, posting on the WECC Web
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website and any other means determined appropriate by the Board. Routine
decisions of the Chief Executive Officer will be noticed in periodic reports to the
Board and Members as determined by the Board, which will be sent to Members by
electronic mail and posted on the WECC Web-website.

6.12.2 Board Review of Delegated Decisions. Decisionsde egated pursuant to Section 6.12
will bereviewed by the Board at the request of any Director, provided such requestis
lodged with the Secretary within thirty (30) days of the notice. Whenever it
determines that a matter requires an urgent decision, the Board may shorten the
deadline for requests for review, provided that: 1) the notice and opportunity for
review will be reasonable under the circumstances; and 2) notices to Members will
always contain clear notification of the proceduresand deadlinesfor Board review. A
request for review of adecision will stay the effect of the decision pending review
unless the Board in making the del egation expressly determines otherwise.

Procedures for Board Decisions.

7.1

7.2

7.3

7.4

Quorum.

No business will be conducted by the Board unless at least seventeen (17) Directors are
present, including at least three (3) Non-Affiliated Directorsand at |east one Director e ected
by each of not lessthan four (4) of the Member Classes; provided, that if all Member Class
Director positionsfor aClass are vacant, or if aClassis not entitled to elect Member Class
Directors, then no Director el ected by such Classwill berequired to be present for the Board
to conduct business.

Majority Vote.

A decision of the Board will require an affirmative vote of a majority of Directors present
and not abstaining. Directorsmay not vote by proxy or by absenteeballot, but Directors may
participate in Board meetings by telephone as provided in Section 7.3 of these Bylaws.

Attendance at Board Meetings by Teleconference.

Any or al of the-WECC's Directors may participate in any meeting of the Board by
telephone conference or any other means of communication that enable al Directors
participating in the meeting to simultaneously hear oneancther. Every Director participating
in ameeting in the manner described in the preceding sentence will be deemed to be present
in person at that meeting.

Board Action by Unanimous Consent.

7.4.1 Action Without a Meeting. Unless the-WECC's Articles of Incorporation or
applicable law provides otherwise, action required or permitted to be taken at a
meeting of the Board may be taken without a meeting through one or more written
consents describing the action taken. Any Board action taken by written consent
must be signed by all Directorsin office at thetimethe action istaken. Such actions
must be noticed to Members in accordance with Section 7.5 and Members must be
given an opportunity to comment prior to the Board taking such actions through
electronic mail, comments on the Web-website or other appropriate means. The
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74.2

required notice of such meeting may generally describethe arrangements (rather than
the place) for the holding of the meeting. All other provisions herein contained or
referred to will apply to such meeting as though it were physically held at asingle
place. All Board actions by written consent must be filed with the WECC's Board
meeting minutes. Action taken under this Section iseffective when thelast Director
signsthe consent, unless the consent specifiesan earlier or later effectivedate. Any
action by written consent has the same effect as a meeting vote and may bedescribed
as such in any document.

Waiver of Procedures. For any specific action at any noticed meeting of the Board,
and under exigent or unusua circumstances, the Board by unanimous vote of those
present may waive any procedural requirement applicableto Board decision-making,
including any requirement for notice of a specific potential action, except for the
following: 1) therequirement for notice of thetime and place of the meeting pursuant
to Section 7.5; 2) the quorum and voting requirements of Sections7.1and 7.2; and 3)
any non-procedural limitation on the power of the Board to make a decision,
including, but not limited to, thoserestrictionsin Sections 6.12 (limiting the power to
delegate) and 13.1 (limiting the power to amend the Bylaws). Whenever such action
istaken, astatement describing the action, the exigent or unusual circumstances, the
specific procedure waived, the basis for the waiver and the votes of al Directors
present shall be posted on the web-site and communicated in writing or by e-mail to
al Members within five (5) days.

7.5  Notice of Board Meetings.

751

752

Regular Meetings. Except as set forth in Section 7.5.2 regarding urgent business, all
regular business of the Board will occur at the Board meetings, at least twenty-one
(21) days' advance notice of which has been provided by the Chief Executive Officer
to all Directors and all Members. Notice will include an agenda that will identify
those matters on which a vote will be taken at the meeting. The foregoing
reguirement shall not precludethe Board from taking an action that isdifferent from
the specific proposed action identified in the agenda, aslong as the rel evant subject
meatter has been reasonably identified in the agenda. The Directors will establish a
regular meeting schedule that will be made availableto the Members. The schedule
will include not |ess than two meetings of the Board annually.

Specia Meetings. Whenever the Chair of the Board or any three (3) Directors find
that there is urgent business requiring Board action before the next regular Board
meeting, aspecia meeting of the Board may be called. Such special meetingswill be
held upon as much written notice to each Board Member and all Members as is
possible under the circumstances, which will not be less than three (3) days.
However, this notice of special meetings may be waived if: 1) the waiver is by a
writing signed by aquorum of Board members; and 2) as much notice of the meeting
as practicable has been given to WECC Members via e-mail and posting on the
WECC Web-website.
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7.6

7.5.3 Public and Webs-Site Notice. Public notice of each meeting of the Board will be
placed on WECC' s Web-website at |east ten (10) days before such meeting (or such
lesser time as provided pursuant to Section 7.5.2). In addition, the Chief Executive
Officer will provide notice of each meeting by first-classmail, facsimileor el ectronic
mail to each member of the public who so requests and who has provided appropriate
information regarding delivery of notice.

Open Meetings.
Except as provided in Section 7.6.1, all regular and special meetings of the Board will be
open to observation by any Member and any member of the public.

7.6.1 Closed Session. Notwithstanding the provisions of Section 7.6, upon an affirmative
vote of two-thirds (2/3) of the Directors present, the Board may meet in closed
session: 1) to consider the employment, evaluation of performance, or dismissal of
an employee of WECC and to deliberate regarding decisionsthe Board may becalled
upon to make regarding the nomination, qualification, appointment, or removal of a
member of the Board of Directors; 2) to discuss pending or proposed litigation and to
receive confidentia attorney-client communications from legal counsel; and 3) to
receive and discuss any information that is privileged, trade secret, cybersecurity,
critical energy infrastructure information (as defined by the FERC), protected from
public disclosure by law or that the Board determines should be confidential in order
to protect alegitimate public interest.

7.6.1.1 Attendanceby an Affected Director. Closed sessions of the Board may not be
attended by a Director under the following circumstances. 1) where the
qualifications or performance of the Director or the Director’s spouse or
children are being discussed; 2) wherethe Director is employed by an entity
that isor islikely to become a party to the litigation being discussed; and 3)
where the Director or the Board determines that the Director would have a
serious and substantial conflict of interest by becoming privy to confidential
attorney-client or trade secret information that isto be presented to the Board
in closed session.

7.6.1.2 Announcement of Closed Session. Beforeadjourninginto closed session, the
Chair of the Board will announce the purpose of the closed session in a
manner that provides the public an understanding of the general subject
matter to be discussed but which does not reveal sensitive or persona
information. The Board will not discuss additional items outsidethe scope of
this description.

7.6.1.3 Confidentidity of Closed Session. All Directors and others present will
maintain the confidentiality of discussions and decisions made in closed
session. The Board will appoint a secretary for closed session to keep a
minute book for the purpose of recording the subject matter discussed in
closed session and any actions taken in closed session.
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7.7

Board Committees.

7.7.1

7.7.2

7.7.3

Governance and Nominating Committee. The Chair will appoint a Governance and
Nominating Committeethat shall: 1) return slates of candidates asrequired by these
Bylaws; 2) overseeimplementation and amendment of these Bylaws; and 3) address
such other issues pertinent to Governance as the Board may choose to delegatetoit.
The Governance and Nominating Committee will consist of one Director from each
of the six Member Classes eligible to elect such Directors and one Non-Affiliated
Director. The Chair will designate one of the appointed Directorsto be the Chair of
the Governance and Nominating Committee.

Other Board Committees. The Board may appoint such Board committees as it
deems necessary from time to time to carry out its business affairs. In appointing
such committees, the Board will specify their purpose, membership, voting, notice
and meeting procedures and such other direction asthe Board may deem appropriate.
The Board may appoint one or more Members or other persons to participate in
Board committees as full voting members or as non-voting advisory members.

Standards of Conduct for Board Committee Members. Members of Board
committees shall comply with the Board Member Standards of Conduct set forthin
Appendix A.

8. Member Committees.

8.1

8.2

Purpose.

Fhe-WECC will have committees composed of its Members to advise and make
recommendations to the Board. Such committees will include both standing committees
required by these Bylaws and such other committees as the Board may choose to create.

Standing Committees.
WECC will have the following standing committees:

821

8.2.2

8.2.3

Planning Coordination Committee. This committee will advise and make
recommendations to the Board on all matters within the jurisdiction of the WECC
pertaining to maintai ning reliability through eval uating generation and | oad balance
and the adeguacy of the physical infrastructure of interconnected bulk eectric
systems within the Western I nterconnection.

Operating Committee. This committee will advise and make recommendations to
the Board on all matters within the jurisdiction of the-WECC pertaining to
maintaining reliability through the operation and security of theinterconnected bulk
western electric systems in the Western I nterconnection.

Market | nterface Committee. Thiscommitteewill advise and make recommendations

to the Board on the development of consistent Market Interface practices and
compatible commercial practiceswithin the Western Interconnection. It will consider
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matters pertaining to the impact of WECC's reliability standards, practices, and
procedures on the commercial electricity market in the Western Interconnection, and
facilitate analysis of the impact of eectricity market practices on electric system
reliability.

8.3 Other Committees.

8.3.1 TheBoard may create such other committeesasit may desirefromtimetotime. The
Board will specify the functions, duties and responsibilities of any such committee at
thetime of its creation. The Board will aso specify the membership rules, quorum
requirements, voting levels and meeting and notice requirements at the time of
creation. Any changesin the membership rules, quorum requirements, or voting levels
of a committee, once established by the Board, will reguire a seventy-five percent
(75%) vote of the Board to alter. The specific function or sunset date for acommittee
will be designated by the Board at the time of the committee's creation. The
committee will terminate its activities upon the completion of its function or the
expiration of the date set by the Board.

%/—‘{ Format_ted: Indent: Left: 1.5", No bullets or
8.3.2 The WECC Standards Commiittee is the committee that will oversee the process for numbering

responding to requests for Regional Reliability Standards and Regional Criteriain
accordance with the Reliability Standards Devel opment Procedures. . The WECC
Standards Committee is responsible for determining if a request for a Regional
Reliability Standard or aRegional Criteriaiswithin the scope of WECC' s activities,
and for overseeing the drafting, comment and voting process for a Regiona
Reliability Standard or Regional Criteria. The WECC Standards Committee shall also
oversee the process for responding to requests for interpretations of Regiona
Reliability Standards and Regional Criteria. The WECC Standards Committee shall
consist of one member from each of the WECC Standards V oting Sectors set forthin
Section 8.5.5.2, and a member of the WECC Board who shall act as chair of this
committee. The WECC Board shall approve a Charter for the WECC Standards
Committee that describes the WECC Standards Committee membership selection

process.
8.4  Committee-Assessmentand-Streambining-[Repealed]
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8.5

Procedures for Committee Decision-Making.

851

8.5.2

Reports to Board of Directors. Action by a committee will be in the form of a
recommendation for Board action except in those instancesin which the Board has,
by resolution, specifically delegated to acommittee the power to take action subject
toan appeal tothe Board by any Member. The recommendation of acommittee must
beforwarded to the Board for its action al ong with any minority or dissenting reports
filed with the committee Chair or Vice-Chair.

Subcommittees, Task Forces and Ad Hoc Groups. Any Board or member
committee may create such subcommittees, task forces or other ad hoc groups
(“subcommittee”) as it deems appropriate to carry out the committee’s
responsibilities consistent with these Bylaws and the direction of the Board. The
composition, responsibilities and procedures of such groups shall be specified by
the committee as appropriate; provided, however that: 1) the committee may only
delegate to such subcommittee responsibilities that are within the scope of the
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8.5.3

854

855

committee' s responsibilities pursuant to these Bylaws and direction of the Board;
and 2) the subcommittee may only make recommendations to the committee. A
committee may create a subcommittee without prior approval of the Board;
provided, however, that the committee shall promptly inform the Board in writing
and at the next Board meeting regarding the creation of the subcommittee. The
notification to the Board shall include a charter for the subcommittee that
describes how members of the subcommittee will be selected, the duties of the
subcommittee, and whether the committee has established a sunset date for review
of (1) the need for the subcommittee and (2) the charter of the subcommittee.

Committee Officers. The Board will appoint the Chair and Vice-Chair of each
committee. The Committee Chair or Vice-Chair will preside over all meetingsof the
committee and will report recommendations of the committee to the Board of
Directors. The Chair and Vice-Chair will be responsible for informing the Board
regarding minority opinionsand other information required by the Board along with
overall committee recommendations. Whenever the committee elects to form a
subcommittee to represent regions or address specific tasks, the Chair (or in the
absence of the Chair, the Vice-Chair) will havethe power to appoint the members of
such subcommittee from both members of the committees and non-members. Upon
resignation of the Committee Chair, the Vice Chair shall serve as Chair until the
Board appoints a replacement. Upon resignation of the Vice Chair, the Chair may
appoint a temporary Vice Chair to serve until the Board appoints a replacement.
Upon resignation of both the Chair and Vice Chair, the Chair of the Board may
appoint one or more temporary replacements to serve until the Board appoints
permanent replacements.

Committee Membership. Except as provided in Sections 8.3.2 and 8.5.4.1, any
Member of WECC may designate one representative asits committee member to any
standing committee or other committee. The WECC Member will have one vote at
any committee meeting through that committee member. Any number of other
persons may attend acommittee meeting, but such personswill have noright to vote
without a prior designation of representation by a WECC Member, except that
interested stakeholders may, under Section 8.6, vote on proposed Reliability
Standards or revisions to Reliability Standards.

8.5.4.1 Dual Representation for Functionally-Separated Members. A Member which
has distinct and functionally-separated interests as both a transmission
provider and atransmission customer may designate two representatives as
committee members to any standing committee, one to represent each
functionally separate interest. Each such committee member will have one
vote. The privilege granted by this Section is subject to revocation by the
Board on a case-by-case basis or generally whenever the Board finds, upon
petition from any Member or its own motion, that such dual representation
creates unfairness or imbalance within a committee.

Committee Voting and Classes.
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8.5.5.1 Classes. For purposes of voting, committees, excluding the WECC Standards
Committee, will have three classes of membership:

85511  Transmission Provider MemberserParticipating Stakehelders;
8.5.5.1.2  Transmission Customer MemberseorParticipating Stakeholders,

and

85513 Statesand Provincial Members (Member Class 5).

8.5.5.2 WECC Standards Voting Sectors. For purposes of voting on Regional
Reliability Standards and Regional Criteria, aBallot Body consisting of five
registered sectors (8.5.5.2.1 through 8.5.5.2.5) and three non-registered
sectors (8.5.5.2.6 through 8.5.5.2.8) shall be established. If an Entity is
eligiblefor aregistered sector, then that Entity may be eligible for morethan
oneregistered sector. An Entity can only bein one non-registered sector. An
Entity cannot be in both aregistered and a non-registered sector. The first
five sectors(8.5.5.2.1 through 8.5.5.2.5) shall belimited to Entitieswhich are
listed in the North American Electric Reliability Corporation (“NERC")
complianceregistry and to those Canadian and M exican Entitiesthat perform
functionsthat, if performed in the United States, would allow these Entities
to beregistered for compliancein the NERC complianceregistry. A WECC
member or Participating Stakeholder who wishesto participate in voting on
Réeliability Standards and Regional Criteriashall apply for membershipinthe
Ballot Body inany or al of theregistered WECC StandardsV oting Sector(s)
for which it believesit is eligible, or one of the three non-registered sectors.
WECC staff shall confirm Participating Stakeholder’s dligibility for such
Sector(s). Decisions of the staff to approve, deny, or restrict the admission of
an entity to a voting sector may be appealed to the Governance and
Nominating Committee. Decisions of the Governance and Nominating
Committeeto affirm or reverse such decisions of staff may be appealed tothe
Board. The following sectors are established:

"ﬂFormatted: Indent: Left: 2", No bullets or }
8.55.2.1  Transmission Sector. This sector consists of Wester numbering

Interconnection Entities registered in the NERC compliance Formatted: Legal 5

registry as transmission owners, transmission operators,

transmission service providers, or transmission planners;*

<’4[Formatted: Legal 5, Indent: Left: 2.88" ]
855.22  Generation Sector. This sector consists of Western
Interconnection Entities registered in the NERC compliance
registry as generation owners or generation operators;

1 For thefive registered sectors, Canadian and Mexican Entities that would be eligible for the indicated
NERC compliance registry category, if they performed these functions in the United States, shall be
digible for these sectors.
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8.5.5.2.3

Marketers and Brokers Sector. This sector consists of Western

8.55.24

Interconnection Entities registered in the NERC compliance

registry as purchasing-selling Entities;

Distribution Sector. This sector consists of Western

8.5.5.2.5

Interconnection Entities registered in the NERC compliance

reqgistry as distribution providers or |oad-serving Entities,

System Coordination Sector. This sector consists of Western

8.5.5.2.6

Interconnection Entities registered in the NERC compliance

registry as balancing authorities, reserve sharing groups,

planning authorities, resource planners, interchange authorities,

or reliability coordinators. WECC may cast avotein thissector;

End Use Representative Sector. This sector consists of non-

8.55.2.7

registered members of WECC Member Class Four;

State and Provincial Representatives Sector. This sector

8.5.5.2.8

consists of non-registered WECC members of WECC Member
Class Five;

Other non-registered WECC Members and Participating

Stakeholders Sector. This sector consists of consultants and
other members of WECC Member Class Seven, or interested
stakeholders who qualify for Participating Stakeholder status
but are not registered in the NERC compliance reqgistry.

<——*[ Formatted: Legal 5, Indent: Left: 2.88"

85528553 Voting. Except as provided in Section 4.5.2 and 8.5.5.4, each
committee member and-Participating Stakeholder{H-any)-will have onevote.
In order for a recommendation to be made to the Board, such
recommendation must receive asimple majority vote of both: 1) committee
members and-Participating Stakehelders{if-any)-present and voting from the
Transmission Provider Class; and 2) committee members and-Participating
Stakehelders{if-any)-present and voting from Transmission Customer Class.
Committees The Board will adopt voting and record-keeping procedures to
ensure that committee voting is conducted consistent with these Bylaws.
This requirement will aso apply where decision making power has been
delegated to a committee pursuant to Section 6.12.

8.55.3.1

State and Provincia Votes. The position of the state and
provincia Class committee members must berecorded, but the
failure of a proposed recommendation or decision to obtain a
simple magjority vote of the state and provincial committee
memberswill not prevent the recommendation or decision from
being posted for due process comment or sent to the Board of
Directors.
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the WECC Standards Committee determinesthat adraft Regional Reliability
Standard or Regional Criteriaisready for consideration by the Ballot Body, it
shall be presented for avote. Members of the Ballot Body shall be provided
an opportunity to opt into a Ballot Pool formed for purposes of voting on
each of the proposed Regional Reliability Standards or Regional Criteriaas
described in the Reliability Standards Devel opment Procedures. A two-thirds
quorum of the specially formed Ballot Pool is required for a valid vote.
Members of the Ballot Pool shall cast their vote in the WECC Standard
Voting Sectorslisted in 8.5.5.2. When members of the Ballot Body who are
eigible to vote in more than one of the sectors defined in 8.5.5.2 join the
Ballot Pool, they may cast one vote in each voting sector in which they are
digible. Calculation of the vote by the WECC Standard V oting Sectors will
be pursuant to a weighted sector voting formula as described in the
Rédliability Standards Devel opment Procedures. |f the Ballot Pool approvesa
proposed Regiona Rediability Standard or Regional Criteria, then that
proposed Regional Redliability Standard or Regional Criteria will be
recommended to the WECC Board. The process of approving proposed
Regiona Reliability Standards and Regional Criteriaisfurther quided by the
Reliability Standards Development Procedures.

8.5.5.4 Voting on Regiona Reliability Standards and Regional Criteria. Whene\/er‘\({
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8.5.6 Notice and Review of Committee Recommendations and Decisions (Due Process).
Committee recommendations or decisions delegated to a committee pursuant to
Section 6.12 wi ill besubj ect tothedue process provrsr ons of this Section. Gemmrt—tee

Followi ng a commlttee sdevel opment of aproposed recommendatl on or decision,
the committee will post the proposed recommendation or decision on the WECC
Wetkwebsr te for review and comment by other WECC M embers mter—steel

emall notlflcatlon of the postlng and WI|| allowat Ie%tthrrty
(30) days for comment on the proposal. The committee will consider al such
additional input before reaching its final recommendation or decision. If the
committee's recommendation or decision changes significantly as a result of
comment received, the committee will post the revised recommendation or decision
on the Web—websrte prowde e-mall notlflcatlon to Members anel—Partrer—patr—ng

revrsren%and provrde no Iess than ten (10) days for addrtronal comment before
reaching its fina recommendation or decision. Upon reaching its final
recommendation or decision, the committee will forward it tothe Board. Whenever
it determines that a matter requires an urgent decision, the Board may shorten any
time period set forth in this Section, provided that: 1) notice and opportunity for




comment on recommendations or decisions will be reasonable under the
circumstances; and 2) notices to Members will always contain clear notification of
the procedures and deadlines for comment.

8.6 Procedures for Developing and Voting on Reliability Standards.

8.6.1 Rights and Obligations of WECC Members and Participating Stakeholders. All
WECC Membersand interested-Participating stakehol ders are entitled to participate
in the development of and to vote on Reliability Standards, Regional Criteria or
revisionste-RehabHity-Standards, subject to any applicable obligations, limitations
and conditions set forth in these Bylaws, and in accordance with the WECC
Rdiability Standards Development Procedures.

8.6.1.1 Participation. Theright to participatein Reliability Standards and Regiona
Criteria_development and voting includes the right to request the
development or revision of aReliability Standard, theright to receive notice
of, attend and participate in related WECC eommittee-and-subeomimittee
discussions, theright to review information relevant to aReliability Standard
or revision, theright to provide written comments on a proposed Reliability
Standard, Regional Criteria, or revision, theright to participatein committee
or-sdbeommittee-voting on a Reliability Standard, Regional Criteria, or
revision and theright to filean appeal requesting review of any eommitteesr
subeommittee-decision on a Reliability Standard, Regional Criteria, or
revision.

8.6.1.2 Voting. The procedures and conditions for voting by WECC Membersand#—f{ Formatted: Indent: Left: 1.44", Hanging:
Participating Stakeholders are set forth in the Reiability Standards 0.56"

Development Procedures and in Sections 8:5:5-anr€-8.5.5.2 and 8.5.5.4 of
these Bylaws. A Participating Stakeholder may only vote on a proposed
Reliability Standard or revision if they have applied for and been granted
Participating Stakeholder statusin accordance with Section 8.6.2 below. A
Participating Stakeholder isonly entitled to vote on Reliability Standardsand
revisions, and may only vote on Regional Criteriaif the proposed Regional
Criteria could result in sanctions to a non-WECC member. A Participating
Stakeholder is not entitled to votein any other WECC committee balloting
process or in elections for WECC Directors.

%77{ Formatted: No bullets or numbering

8.6.1.3 Special Procedures to Address Regulatory Directives. If the Board { Formatted: No underiine

determines that the procedures for drafting and voting on Reliability
Standards did not result in a proposed Reliability Standard that addresses a
directiveissued by an Applicable Regulatory Authority, the Board shall have
authority to take certain actions as described in the Rdiability Standards
Development Procedures to ensure that a Reliability Standard responsive to
an Applicable Regulatory Authority’ s directive is drafted, approved and/or
submitted to the Applicable Regulatory Authority. In the event that a
Reliability Standard or revision that is proposed in responseto an Applicable
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Regulatory Authority’ sdirectivefailsto achieve amajority vote of the Ballot
Poadl, or if aguorum of the Ball ot Pool was not established upon re-ballot of a
proposed Reliability Standard, then the Board has the authority to take
appropriate actions, as described in the Reliability Standards Devel opment
Procedures, to ensure that a Reliability Standard responsive to aregulatory
directive can be submitted to NERC and FERC with arequest that it be made
effective. To exercise such authority, the Board must find that the proposed
Reliability Standard or revisionisjust, reasonabl e, not unduly discriminatory
or preferential, and in the public interest, considering (among other things)
whether it is helpful to reliability, practical, technically sound, technically
feasible, and cost-justified. If the Board is unable to make this finding, then
the Board may direct that the proposed Reliability Standard befiled with the
Applicable Regulatory Authority as a compliance filing in response to the
regulatory directive, along with a recommendation that the standard not be
made effective and an explanation of the basis for the recommendation.

<+ | Formatted: Indent: Left: 2", No bullets or
numbering

8.6.2 Participating Stakeholder Application Process. Any person or entity that is an
interested stakeholder may apply to WECC for Participating Stakehol der statusand,
upon WECC' s acceptance of such application, acquire the participation and voting
rights set forth abovein Section 8.6.1. WECC staff, under the direction of the CEO,
will process applications and make the initial determination of digibility for
Participating Stakeholder status. Denial of Participating Stakeholder status may be
appeal ed to the WECC Governance and Nominating Committeeand, if denied by the
Governance and Nominating Committee, to the WECC Board. A person or entity’s
Participating Stakeholder status will be maintained so long as the Participating
Stakeholder continues to meet the requirements set forth in Section 3.3321 and
participatesin at least one WECC meeting per year at which aReliability Standard or
revision is discussed-andforvoted-en. Inthe event aperson or entity’ s Participating
Stakeholder status lapses due to failure to meet the above minimum participation
requirement, the person or entity may restore Participating Stakehol der status by re-
applying for Participating Stakeholder status and attending a WECC meeting at
which a Reliability Standard is discussed-andfervoted-on.

8.7  Notice of Committee Meetings.

8.7.1 Standing Committees. The committee Chair, with the assistance of the Chief
Executive Officer, will ensurethat not less than ten (10) days' notice of al standing
committee meetingsis posted on the WECC Web-websiteand isalso provided to: 1)
members of the committee; 2) Participating Stakeholders (if the meeting concerns
development or approval of a Reliability Standard or revision); and 3) any WECC
Member or member of the public requesting notice. A committee may take up any
meatter at a duly noticed meeting including matters not expressly identified in the
notice; provided, however, that afinal recommendation to the Board must bemadein
accordance with Section 8.5.6.
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8.8

8.7.2 Other Committees. Notice of other committee meetings will be provided in the
manner adopted for such notice by the affected Members and in accordance with the
requirements of Section 8.6.1.

Open Meetings.

All committee meetings of the WECC (including Board committees) will be open to any
WECC Member and for observation by any member of the public, except as set forth in
policies on closed sessions that the Board may adopt for the purpose of preventing public
disclosure of information that the Board might consider in cl osed session pursuant to Section
7.6.1.

The Chief Executive Officer, Officers, and Employees.

9.1

9.2

9.3

Designation of Officers and Terms of Office.

Fhe WECC will have a Chief Executive Officer, aSecretary, and any other officers specified
by the Board from time to time. The Chief Executive Officer will aso hold the title of
President of the WECC if applicable law requires the- WECC to have a President. Each
officer will be appointed by the Board and will serve for the term of office specified in the
Board action appointing the officer and until his or her successor is appointed. Any two or
more offices may be held by the same person except the offices of Chief Executive Officer
and Secretary.

Chief Executive Officer Qualifications.
The Chief Executive Officer will be aperson with senior management level experienceand
knowledge of bulk power el ectric transmission systemsrdiability, planning and operations.

Standards Applicable to All Employees.

A person may not be an officer or employee of WECC if: 1) the person isalso the employee
of or has a contractua relationship with any Entity, or any Affiliate of any Entity, that is
eligible for membership in the WECC; or 2) the person has afinancia interest that, in the
judgment of the Board or the Chief Executive Officer, createsthefact or appearance of bias,
undue influence or lack of objectivity regarding any action or decision of the WECC. The
Board will adopt Standards of Conduct for officers and employees setting forth their duty of
care, duty of loyalty, duty to avoid conflicts of interest and related matters intended to
promote their neutrality, objectivity and professionalism. Upon adoption, such standards
shall be attached hereto as Appendix B.

9.3.1 Exemptions from the disqualification criteriafound in Section 9.3 are as follows:

9.3.1.1 Statusasaresidential eectricity customer will not disqualify aperson from
employment with WECC.

9.3.1.2 A candidate for Chief Executive Officer or employee of WECC will not be

disgualified for owning shares in a mutual fund because the mutual fund
owns an interest in aMember or an Affiliate of a Member.
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9.4

9.5

9.6

9.3.1.3 The disqudification standards described in Section 9.3 will not apply to
disquaify a candidate who is receiving payments from a pension plan of a
Member or an Affiliate of aMember in aform other than securities of such
Member or Affiliateif the pension plan payments bear no relationship to the
economic performance of the Member or Affiliate.

9.3.2 If anofficer or employeereceivesagift or inheritance of securitiesin any Member or
Affiliate, he/she must resign or dispose of such securitieswithin six (6) months of the
date of receipt. Within six (6) months of the time anew Member isadded in which
an officer or employee owns securities, the officer or employeewill resign or dispose
of those securities.

Employment.

The Chief Executive Officer will be employed by the Board of Directorsand will serveat the
Board' s pleasure. Any contract of employment with a Chief Executive Officer will permit
the Board to dismiss the officer with or without cause.

Chief Executive Officer’s Duties.
Subject to the Board' s direction, the Chief Executive Officer or his/her designees will have
the following duties, among others:

9.5.1 Executepoliciesat thedirection of the Board and be responsibleto the Board for the
performance of the WECC functions described in Section 2;

9.5.2 Hireand fire staff within the constraints of the annual budget;

9.5.3 Perform administrative duties, such as preparing annual budgets for the approval of
the Board, making employment decisions and ensuring conformancewith regul atory
reguirements;

9.5.4 Develop and implement employment policies and standards of conduct; and

9.5.5 Accept or rgect membership applications in accordance with the criteria of these
Bylaws.

Secretary’s Duties.

9.6.1 Maintain Member and Affiliates Lists. The Secretary will maintain continuously
updated lists of all Members and Affiliates.

9.6.2 Maintain Official Records. The Secretary will keep minutes of all WECC Board and
Member meetings and will receive and maintain minutes of committee meetingsand
all other official records of the WECC. Within five (5) business days after any vote
taken by Members, the Board, a Class or any committee, the Secretary will provide
noticeto all Membersand Hrterested-Participating Stakehol ders (if applicable) of the
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10.

9.6.3

results of such avote through postings on the website, email and/or other means of
communication.

Maintain Webs-Site. The Secretary will oversee the creation, maintenance, and
updating of the WECC' s Web-website and the information published through it.

Transmission Service Obligations.

10.1

Non-Discriminatory Transmission Access.

All Members owning, controlling or operating Transmission Facilities, or possessing rightsto
transmission capacity through contract, will provide interconnection and accessto available
transmission capacity to al other Membersin anon-discriminatory manner through one of the
following mechanisms: 1) aRegional Transmission Organization approved by the FERC in
accordance with FERC Order 2000 and any successor order(s); 2) submission of an Open
Access Tariff to the FERC; or 3) provision of non-discriminatory servicein accordance with
this Section 10.

10.1.1

10.1.2

10.1.3

10.1.4

Regiona Transmission Organizations. A Member that isaRegiona Transmission
Organization approved by the FERC in accordance with FERC Order 2000 and any
successor order(s), or a Member whose transmission capacity is controlled or
operated by such a Regional Transmission Organization, will be deemed to be in
compliance with Section 10 by virtue of its compliance with FERC Order 2000 and
any successor order(s) and is exempt from Sections 10.2 through 10.4. Such a
member will usethe dispute resol ution process specified in the byl aws, contracts, or
tariffs of the applicable Regional Transmission Organization or other Local Regional
Entity, provided that nothingin these Bylawswill prevent suchaMember fromusing
thedisputeresolution process set forth in Section 11 where authorized or required by
the bylaws, contracts, or tariffs of the applicable Regiona Transmission
Organization.

Members with Open Access Tariffs Filed with FERC. A Member which is not
exempt pursuant to Section 10.1.1, but which has an Open Access Tariff which has
been accepted for filing by the FERC, will be deemed to be in compliance with this
Section 10 by virtue of its compliance with applicable FERC requirements governing
its Open Access Tariff. Such Member is exempt from Sections 10.2 and 10.3;
provided, however, that such Member must resol ve transmission access disputeswith
other Member(s) in accordance with Sections 10.4, 10.5.2 and 11 of these Bylaws.

Other Members. Any Member subject to Section 10.1, but not eigiblefor exemption
pursuant to Sections 10.1.1 or 10.1.2, will provide non-discriminatory
interconnection and transmission access to other Members in accordance with
Sections 10.2 through 10.5 of these Bylaws.

Canadian and Mexican Members. At the request of any Canadian or Mexican

Member, the Board may adopt alternative provisionsto this Section 10 applicableto
the requesting Member provided that: 1) the alternative provisions differ from this
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10.2

10.3

10.4

Section 10 to the minimum extent necessary to respect the laws and regulatory
authorities governing the requesting Member; and 2) the alternative provisions
requiretherequesting Member to provideinterconnection and transmission serviceto
other Members that is substantively equivalent to that required by this Section 10.

Service to be Provided.

Members described in Section 10.1.3 will provide non-discriminatory interconnection and
transmission service to other Members comparable to that which would be required of an
entity subject to Sections 210 through 213 of the Federa Power Act. The provision of
service may be pursuant to an agreement negotiated between such Members, or, if
applicable, pursuant to a service agreement under atariff filed in accordance with Section
10.3. In no event will these Bylaws reguire a Member to provide transmission service that
FERC is precluded from ordering under Sections 212(g) and 212(h) of the Federal Power
Act. However, nothing in these Bylaws will be construed as prohibiting any Member from
providing retail wheeling voluntarily or pursuant to a state statute or alawful decision of a
regulatory agency or court of law. Nothing in this section isintended toimply that any non-
jurisdictional entity Member is subject to FERC jurisdiction.

Open Access Tariffs.

Except as provided in Section 10.3.1, Members described in Section 10.1.3 will filean Open
Access Tariff or Tariffs consistent with Section 10.2 with the Secretary within sixty (60)
days of becoming a Member. Upon the request of any Member, a Member subject to this
Section 10.3 will provide a copy of its Open Access Tariff or Tariffs. Additionaly, any
change in any Open Access Tariff or Tariffs previously filed with the Secretary will be
promptly filed with the Secretary after its adoption.

10.3.1 Petition for Exemption. Any Member described in Section 10.1.3 may petition the
Board for an exemption from Section 10.3. TheBoard may grant such petition only if
it finds that such Member is unlikely to receive atransmission service request. The
granting of such a petition will not relieve the Member from the requirement to
provide non-discriminatory access pursuant to Section 10.2 if theMember receivesa
transmission service request. If aMember has been granted an exemption from the
filing of an Open Access Tariff by a Local Regiona Entity based on criteria
equivalent to this Section, such Member will be exempt from Section 10.3 of these
Bylaws without the filing of a petition unless the Board determines otherwise.

Requests Involving Members of Regional Entities.

If arequest for transmission service involves only Members who are aso members of the
sameLoca Regional Entity and thetariffs or governing documents of such Local Regional
Entity provide for a process for reguesting interconnection or transmission service, the
process of the Local Regional Entity, as opposed to that set forth in this Section 10, will be
followed. To the extent the governing documents of the Local Regional Entity establish
different principles regarding the provision of interconnection or transmission service than
those of the-WECC, the principles of the Local Regiona Entity will govern as among
members of the Local Regional Entity; provided, however, that Memberswho are members
of Regional Entities who receive requests for interconnection or transmission service from



11.

12.

10.5

Members who are not members of the same Local Regiona Entity will not be precluded
from substantively responding to such requests in a manner consistent with the tariffs or
governing documents of such Local Regional Entity, provided that such responses will be
subject to the dispute resolution provisions of Section 11.

Request Process and Dispute Resolution.

Members requesting interconnection or transmission service from Members described in
Section 10.1.1 or 10.1.2 will do so in accordance with the applicabl e tariffs of the Member
receiving therequest. Membersrequesting such service from Membersdescribed in Section
10.12.3 will do so in accordance with this Section 10.5 in lieu of filing for such service
pursuant to Sections 210 through 213 of the Federal Power Act.

10.5.1 Request Process and Interpretation of FERC Policy. Members described in Section
10.1.3 receiving requests from another Member for interconnection or transmission
service pursuant to these Bylawswill respond to such requestsin an expeditious and
good faith manner. The Board may adopt procedural requirements regarding the
processing of such requests to the extent it deems necessary and appropriate;
provided, however, that the Board may not impose substantive obligations for the
provision of interconnection or transmission service that are different from the
substantive policies of the FERC applicable to such Members pursuant to Section
10.2. For the genera guidance of arbitrators and Members and as it deems
necessary, the Board may either request statements of policy from the FERC or adopt
itsown interpretations of FERC policy which will be subject to appeal to the FERC.

10.5.2 Dispute Resolution. Except as otherwise provided in Section 10.4, Members
described in Sections 10.1.2 and 10.1.3, and any Member requestinginterconnection
or transmission service from such a Member, will resolve disputes regarding such
requests in accordance with Section 11.

Dispute Resolution.

Except as may be otherwise provided herein, and subject to the conditions set forth in Appendix C,
Section A.1, disputes between Members and/or the WECC will be resolved pursuant to the WECC
Dispute Resolution Procedures set forth in Appendix C. Matters subject to the jurisdiction of the

WECC Compliance Hearing Body are not subject to the procedures in Appendix C.

Costs and Finances.

12.1

Funding of Reliability Activities.

12.1.1 U.S. Statutory Funding. Fhe WECC shall fund all activities undertaken pursuant to
Section 215 of the Federal Power Act in accordance with the funding provisions and
procedures of that law and related FERC regulations and orders. The Board shall
approve a budget for such activities in time for submission to the ERO and to the
FERC for approval of such funding in accordance with applicable requirements.
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13.

12.2

12.3

12.1.2 International Funding. Fhe-WECC shall fund reliability activities undertaken
pursuant to any agreements with appropriate Canadian or Mexican authorities in
accordance with the provisions of those agreements.

12.1.3 Equitable Allocation of Funding. In adopting budgets for the costs of reliability
activities, the Board shall endeavor to achieve an equitable allocation as between
funding through Sections 12.1.1 and 12.1.2 based upon the net energy to load and
other relevant factors consistent with applicablelaw, the Del egation Agreement and
any International Reliability Agreements.

Dues.

The Board may require M embers and Participating Stakehol dersto pay nomina annual dues
consistent with applicable FERC requirements (or those of International Reliability
Agreements as applicable) to cover reasonabl e costs of membership and/or participationin
standards devel opment that are not funded through Sections 12.1.1 or 12.1.2. Initial dues of
aMember or Participating Stakeholder will be submitted with a completed application for
membership or Participating Stakehol der status and will be for the prorated share of thefull
annua amount based on the Member’s or Participating Stakeholder’s actual months of
membership or participation in the calendar year. In determining nominal dues, the Board
may consider al relevant factorsincluding, but not limited to, the ability of different classes
of membership or Participating Stakeholdersto pay such dues. The Board may also reduce,
defer or eliminate the dues obligation of an individual Member or Participating Stakeholder
for good cause shown.

Funding of Non-Statutory Activities.

Tothe extent that the WECC el ectsto fund any activities not eigiblefor funding pursuant to
Sections 12.1.1 and 12.1.2, it shall do so through the use of service fees, charges or dues
applicable to the persons or entities that voluntarily participate in such activities.
Participation in or funding of such activities shall not be a condition of membership in the
WECC.

Amendments to these Bylaws.
These Bylaws may be amended by either the Board or by the Members in accordance with the
following procedures.

13.1

Amendment by the Board.

Except for those provisions described below, the Board may approve an amendment of the
Bylaws after providing not lessthan thirty (30) days' notice of the proposed amendment toall
Members. Approval of such an amendment requires the affirmative votes of not less than
two-thirds (2/3) of the Directorsin office. Such amendment will become effective sixty (60)
days after its approval by the Board unless the vote is appeal ed to the Members prior to that
time. Such an appeal will occur whenever a magjority of any Class files a petition with the
Secretary seeking such amendment. A vote on the appea will occur at the next Annual
Meeting unless the Board calls a special meeting of the M embers beforehand. Upon appeal,
theamendment will be deemed approved unlessamagjority of all Members voteto rescind the
amendment. Notwithstanding the foregoing, the Board may not amend Sections 6.2 through
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14.

15.

13.2

13.3

13.4

6.10 of the Bylaws, Section 8.4, Appendix C or this Section 13.1 without submitting such
amendment to the Members for their prior approval.

Amendment by the Members.

Upon petition filed with the Secretary by any Member or Director, at any Annual Meeting
the Members may amend any provision of these Bylaws; provided: 1) the proposed
amendment has first been presented to the Board and not adopted (this provision will not
apply to amendments which the Board is prohibited from adopting); 2) Members have
received not lessthan sixty (60) days’ notice of the proposed amendment, the reasonsthere
for and astatement of the Board’ s position regarding it; and 3) the amendment receivesthe
affirmative votes of not less than two-thirds (2/3) of all Members.

Amendments in Response to Mandatory Membership.

If at any time, pursuant to legislation or otherwise, membership becomes mandatory for
some or all Members, upon the request of the affected Member(s) the Board will consider
amendments to these Bylaws appropriate to such mandatory membership.

Amendments proposed by FERC.
FERC, upon its own motion or upon complaint, may propose an amendment to these
Bylaws pursuant to 18 C.F.R. § 39.10(b).

Termination of Organization.

Fhe-WECC may be terminated upon a vote of a mgjority of the Members in accordance with the
provisions of Utah law, the Federal Power Act and the requirements of the Del egation Agreement and
applicablelnternational Reliability Agreements. Immediately upon such avote, the Board will, after
paying all debts of the WECC, distribute any remaining assetsin accordance with the requirements of
Utah law, the Internal Revenue Code and these Bylaws.

Miscellaneous Provisions.

151

Limitation on Liability.

It is the express intent, understanding and agreement of the Members that the remedies for
nonperformance expressly included in Section 4.8 hereof shall be the sole and exclusive
remedies available hereunder for any nonperformance of obligations under these Bylaws.
Subject to any applicable state or federal law which may specifically limit a Member’'s
ability to limit its liability, no Member, its directors, members of its governing bodies,
officers or employees shall beliableto any other Member or Members or to third partiesfor
any loss or damage to property, loss of earnings or revenues, persona injury, or any other
direct, indirect, or consequential damages or injury which may occur or result from the
performance or nonperformance of these Bylaws, including any negligence, gross negligence,
or willful misconduct arising hereunder. This Section 15.1 of these Bylaws applies to such
liahility as might arise between Members under these Bylaws. This Section 15.1 does not
apply to partiestothe Agreement Limiting Liability Among Western Interconnected Systems
(“WIS Agreement”) with respect to matters covered by the WIS Agreement and does not
apply to any liability provision in any other agreement.
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17.

15.2  Indemnification.

WECC shall indemnify and hold harmless its Directors, officers, employees, agents and
advisorsagainst any and all damages, | osses, fines, costs and expenses (including attorneys
fees and disbursements), resulting from or relating to, in any way, any claim, action,
proceeding or investigation, instituted or threatened, arising out of or in any way relating to
any action taken or omitted to have been taken (or alleged to have been taken or omitted to
have been taken) by such person in connection with actions on beha f of WECC, and against
any and all damages, losses, fines, costs and expenses (including attorneys fees and
dishursements) incurred in connection with any settlement of any such claim, action,
proceeding or investigation unless such action of such person is determined to constitute
fraud, gross negligence, bad faith or willful misconduct with respect to the matter or matters
as to which indemnity is sought.

15.3 No Third Party Beneficiaries.
Nothing in these Bylaws shall be construed to create any duty to, any standard of care with
reference to or any liability to any third party.

15.4  Informal Inquiries for Information.
Nothing in these Bylaws shall preclude: 1) aMember from making an informal inquiry for
information outside of the procedures outlined in Section 4.6.13 hereof to another Member
and 2) that other Member from responding voluntarily to that informal inquiry, provided,
however, that any such responseto an informal inquiry for information shall not be binding
upon that other Member and shall be used by the Member making the informal inquiry for
informational purposes only.

Incorporation.

WECC shall organize itself as a non-profit corporation pursuant to the laws of the state of Utah
regarding non-profit corporations under the name “Western Electricity Coordinating Council.” All
Members agree to take no actions that would contravene the ability of the WECC to maintain its
status as a non-profit corporation existing pursuant to the Utah Act. The Board shall adopt these
Bylaws as the Bylaws of the WECC as a non-profit corporation.

WECC is intended to qualify as an organization described in Section 501(c)(6) of the Internal
Revenue Code. No part of any net earnings of the WECC shall inure to the benefit of any Member
or individual. Upon liquidation, to the extent consistent with the Internal Revenue Code and Utah
law, any monies remaining from assessments paid by Members for the costs of the WECC shall be
rebated to Membersin proportion to their payments. Any remaining assets of the WECC shall be
transferred to another organization exempt from tax under Section 501(a) of the Internal Revenue
Code, or government agency, promoting the same purposes as the WECC, as designated by the
Board.

Governing Law.

Unless otherwise agreed, if any conflict of law arises under these Bylaws among the Members, the
laws of the United States of America shall govern, as applicable. The venue for any legal action
initiated under these Bylaws which concerns a specific request for transmission service shall bethe
city and state (or province) in which the headquarters of the Member providing the serviceislocated.



The venue for any other legal action initiated under these Bylaws shall be the city and state (or
province) in which the headquarters of the WECC is |located.



APPENDICES

A. Board Member Standards of Conduct
B. Officers and Employees Standards of Conduct

C. WECC Dispute Resolution Procedures



Appendix A
Standards of Conduct for
Members of the WECC Board of Directors

By accepting appointment to the Board of Directors (the“Board”) of the Western Electricity Coordinating
| Council (the“WECC"), aDirector agreesto abide by the dutiesrequired of corporate directorsand trustees.
Utah law (and similar law in other states) imposes quasi-fiduciary duties of careand loyalty onall corporate
directors or trustees, including directors and trustees of nonprofit corporations. For aslong as he or she
| remainsamember of the Board of Directars of the WECC, aDirector will abide by the following standards
of conduct.

l. Duty of care. The Directors of acorporation are bound to use due care and to be diligent in respect
to the management and administration of the affairs of the corporation. This duty of care is
generally thought to have two components: the time and attention devoted to corporate affairs and
the skill and judgment reflected in business decisions.

A. Each Director will regularly attend Board of Directors meetings, digest the materials sent to
him or her, participate in Board discussions and make independent inquiries as needed.

B. In voting on any matter before the Board or otherwise acting in his or her capacity as a
Director, each Director will:

1 makereasonableinquiry toinform himself or herself of the nature and consequences
of the matter or action at issue;

2. exercise, at a minimum, the degree of care, skill, and diligence that an ordinarily
prudent business person would exercise under similar circumstances; and

3. act in a manner the Director, in the exercise of his or her independent judgment,
| believesto bein the best interests of the WECC and the membership of the WECC,
teken asawhole.

C. In exercising the duty of care described in paragraphs |A and B above, a Director has the

| right to rely on statements by the persons immediately in charge of business areas of the

WECC, to rely on professionals and experts (such as engineers, accountants and lawyers)

| and to rely on committees of the WECC, unless facts or circumstances appear which would
prompt further concerns of the ordinarily prudent person.

| 1. Duty of loyalty. The duty of loyalty imposes on a Director the obligation to remain loyal to the
WECC, acting at al times in the best interests of WECC and its Members as a whole and
unhampered by any personal pecuniary gain. This duty does not preclude a Director from being
employed in acompeting or related business so long as the Director actsin good faith and does not
interfere with the business of the WECC.

A. Each Director will carry out his or her duties as a Director in good faith.
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Each Director will refrain from using any influence, access, or information gained through
his or her service as a Director to confer any improper persona benefit (financial or
otherwise) upon himsdf or herself, any family member, or any person living in the
Director’ s household.

Each Director will refrain from using any influence, access, or information gained through
hisor her service asaDirector to confer animproper benefit (financia or otherwise) on any
organization:

1. for which the Director serves as an officer, director, employee, consultant, or in any
other compensated or management position; or

2. in which the Director or any family member or person living in the Director’'s
household has a material financial interest (whether as a shareholder, partner, or
otherwise).

To the extent permitted by law, each Director will maintain the confidentiality of:

1 any confidential or proprietary information of the WECC disclosed or available to
the Director;

2. any confidential or proprietary information of WECC Member(s) to which the
Director has access by virtue of his or her status as Director; and

3. any confidential or proprietary information of third partiesthat has been provided to
the WECC or the Board on condition of confidentiality.

Conflicts of Interest. Because conflicts of interest may arise from time to time, specific
guidelines are provided. In general, conflicts of interest involving a Director are not
inherently illegal nor are they to be regarded as areflection on theintegrity of the Board or
of the Director. It isthe manner in which the Director and the Board deal with a disclosed
conflict that determines the propriety of the transaction.

Directors of nonprofit corporations may have interests in conflict with those of the
corporation. The duty of loyalty requires that a Director be conscious of the potential for
such conflicts and act with candor and care in dealing with these situations.

The following are guiddlines for Directors with actual or potential conflicts of interest:

1 Each Director has aresponsibility to recognize potential conflicts of interest and to
be guided when acting asaDirector by hisor her independent judgment of what isin
the best interests of the WECC and the membership of the WECC, taken asawhole.

If any Director has questions about whether a conflict of interest exists, he or she
may make inquiry to the Chief Executive Officer of the WECC for advice.
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2. Potential conflicts of interest may arise because of a Director’s private, individua
interests (persona conflicts of interest) or because of relationshipsthe Director may
have with other organizations or interest groups (organizationa conflictsof interest).
Current or past employment or other compensati on-based rel ationships with one or
more WECC Members are examples of potentia organizational conflicts of interest.
Whether a potential conflict of interest is personal or organizational, in al cases
involving WECC affairsaDirector’ s conflicting interests are subordinate to those of
the WECC and the membership of the WECC, taken as awhole.

3. Personal conflicts of interest.

a

Personal conflictsof interest exist if aDirector, amember of the Director’s
family, or a person sharing the Director’s household: 1) has a materia
financial interest in amatter or transaction that comes beforethe Board for
action; or 2) stands to receive a benefit (in money, property, or services)
from atransaction involving the WECC to which the personisnot legally
entitled.

In cases of persond conflicts of interest, the affected Director’ s obligations
areto:

(1) disclose to the Board, before the Board acts with respect to that
meatter, thematerial facts concerning the Director’ s personal conflict
of interest; and

(2) refrainfrom voting, and from attempting to influence the vote of any
other Director(s), in those matters in which the Director has a
personal conflict of interest.

4, Organizationa conflicts of interest.

a

An organization hasa“direct” conflict of interest if adecision by theBoard
would confer materia benefits on that organization that other WECC
Members would not share, or impose material detriments or costs on that
organization that other WECC Members would not share. The fact that
many if not all Members are affected to some extent by Board decisionson
coreissues such as standards, new transmission linesand their ratings, does
not create or constitute a“direct” conflict of interest.

Itisnot a“direct” conflict of interest for aDirector to be associated with an
organization or an interest group that may stand to benefit from decisions
made or actions taken by the Board, so long as the Director does not
attempt to use his or her position asaDirector to confer special benefitson
associated organizations or interest groups when other WECC Members
would not sharein those benefits.



In cases of potentia “direct” organizational conflicts of interest, the
affected Director’s obligations are to:

(1) disclose to the Board, before the Board acts with respect to the
matter, the material facts concerning the organizational conflict of
interest; and

(2) refrain from voting and from attempting to influence the vote of any
other Director(s) with respect to the proposed action or decision.

A-4



Appendix B
Officers and Employee
Standards of Conduct

By accepting employment with the Western Electricity Coordinating Council (the“WECC”), an
Employee agrees to abide by these Standards of Conduct. For the purpose of these Standards, an
Employeeincludes each and all officers, employees and substantially full-time consultants and
contractors of the WECC.

Duty of care. The Employees of the WECC are bound to use due care and to be diligent in
respect to the management and administration of the affairs of the corporation. This duty of care
is generally thought to have two components: the time and attention devoted to corporate affairs
and the skill and judgment reflected in business decisions.

Employees shall not have any outside employment that limitsin any way their ability to fulfill
their employment responsibilities to WECC. If an Employee has any question about whether
outside employment is consistent with this standard, they should consult with their supervisor.

Duty of loyalty. Theduty of loyalty imposes on an Employee the obligation to remain loyal to
the WECC, acting at all times in the best interests of WECC and its Members as a whole and
unhampered by any personal pecuniary gain. Fhe WECC expects all Employees to avoid
adversely affecting the public's confidence in the integrity and reputation of the WECC. Any
conduct or activities of any Employee should be capable of being justified and withstanding
public scrutiny.

A. Each Employee will carry out his or her duties as an Employee in good faith, with
integrity and in a manner consistent with these Standards and all applicable laws
governing the WECC.

B. Each Employee will refrain from using, or creating the appearance of using, any
influence, access, or information gained through his or her service as an Employee to
confer any improper personal benefit (financial or otherwise) upon himself or herself, or
Family Member. Employees shall not accept gifts or entertainment that would tend to
affect, or give the appearance of affecting, the performance of their duties; provided,
however, that Employees may accept de minimus food or entertainment or non-cash gifts
received as part of asocial or specia occasion in amounts not to exceed $1000 per source
per year.

C. Each Employee will refrain from using, or creating the appearance of using, any
influence, access, funds or information gained through his or her service as an Employee
to confer an improper benefit (financial or otherwise) on any organization. The

2 For purposes of these Standards, a Family Member includes a spouse, domestic partner, child of the
Employee, or a relative living in the same home as the Employee.



obligation to avoid the appearance of impropriety shall apply in particular to any
organi zation:

1. for which the Employeeis serving or has in the past served as an officer, director,
employee, consultant, or in any other compensated or management paosition; or

2. in which the Employee, or Family Member has amaterial financial interest
known to the Employee (whether as a shareholder, partner, or otherwise).

Employees shall not use their WECC position, WECC funds or WECC resources to
support any political party, candidate or proposition except as expressly authorized by the
Board.

To the extent permitted by law, each Employee shall maintain the confidentiality of:

1 any confidential or proprietary information of the WECC disclosed or available to
the Employee;

2. any confidentia or proprietary information of WECC Member(s) to which the
Employee has access by virtue of his or her status as Employee; and

3. any confidentia or proprietary information of third parties that has been provided
to the WECC or the Board on condition of confidentiality.

Conflicts of Interest. The following conflicts of interest policy shall apply to all WECC
Employees. Conflicts of interest may arise from time to time. In general, conflicts of
interest involving an Employee are not inherently illegal, nor are they to be regarded as a
reflection on the integrity of the WECC or of the Employee. It isthe manner in which
the Employee and the WECC deal with adisclosed conflict that determines the propriety
of the transaction. The following are guidelines for Employees with actual or potential
conflicts of interest:

1. In general, personal conflicts of interest exist if an Employee, or a Family
Member, has a material financial interest in amatter or transaction that comes
before WECC for action, or stands to receive a benefit (in money, property, or
services) from atransaction involving WECC to which the person is not legally
entitled. For purposes of determining whether stock constitutes a material
financial interest, see Paragraph F(6) below.

2. Organizational conflicts of interest exist if an Employee, or a Family Member, has
areationship with an organization or interest group that would cause a reasonable
person to believe such Employee’s judgment, loyalty, or objectivity might be
influenced in away that is adverse to the interests of WECC.

3. Where thereis any question about potential conflicts of interest, the Employee
shall disclose to the Chief Executive Officer as soon as possible and prior to when
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WECKC takes action with respect to that matter, the material facts concerning the
Employee’ s personal conflict of interest, and refrain from participating in, or from
attempting to influence the action of any Directors or Employee(s) of WECC
regarding those matters in which the Employee has a conflict of interest.

No Employee may be an employee, director of, or consultant to or provide
services to or be associated in any way with any WECC Member without full
disclosure to, and written consent of, the Chief Executive Officer. To the extent
that an Employee becomes aware that a Family Member is or will in the future be
engaged in activity described in this Paragraph F(4), the Employee shall promptly
notify the Chief Executive Officer, who shall review all the materia facts and
determine whether they constitute a conflict of interest pursuant to Paragraphs
F(1) and F(2), above.

No Employee shall participate in any electric energy transaction other than for
ordinary personal use except to the extent necessary to, and consistent with, the
functions of WECC. Participation in an energy transaction includes, but is not
limited to, purchasing, selling, marketing, or brokering of electricity, ancillary
services, eectricity transmission or electricity distribution. To the extent that an
Employee becomes aware that a Family Member is or will in the future be
engaged in activity described in this Paragraph F(5), the Employee shall promptly
notify the Chief Executive Officer who shall review all the material facts and
determine whether they constitute a conflict of interest pursuant to Paragraphs
F(1) and F(2), above.

All Employees shall promptly disclose to the CEO and the Chair of the Board any
direct or indirect financial interest in excess of $5,000 (including the direct or
indirect ownership of securities) held by the Employee or a Family Member living
with the Employee® in any Electric Line of Business entity as defined in Section
3.15 of the Bylaws doing business in the Western Interconnection. Upon such
disclosure, the CEO and the Chair of the Board shall determine whether such
financial interest constitutes a conflict of interest, or the appearance thereof, in
light of the duties of the Employee, the ability to divest such financia interest
without undue hardship and the totality of the circumstances. In response to such
disclosure, the CEO and the Chair may impose such remedies as are reasonable
under the circumstances and consistent with section 9.3 of the Bylaws. Such
remedies may include, but are not limited to, restrictions on the Employee’ s duties
or involvement in certain matters, transfer of the Employee to another position,
broader disclosure of the financial interest, voluntary or mandatory divestiture of
the interest (in whole or in part) or other remedies. Pursuant to section 9.3.2 of the

3 Nothing in this section shall require an Employee to investigate the financial interests of Family
Members not living with the Employee. However, to the extent known to the Employee, the financial
interests of a Family Member not living with the Employee may create a potential conflict of interest (or
appearance thereof) subject to Sections 11(B) and/or 11(F)(1) of these standards, in which case disclosure
pursuant to Section I1(F)(3) is appropriate.
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Bylaws, if an Employee (not a Family Member) receives a gift or inheritance of
securities of a Member of the WECC, or if anew Member joins the WECC in
which the Employee (not a Family Member) holds securities, the Employee must
resign or divest such securities within six months thereafter. For the purposes of
this section, none of the following shall constitute a direct or indirect financial
interest:

a An interest that exists through diversified mutual funds;

b. An interest that exists for six months following receipt of a gift or
inheritance of securities of a Market Participant or acceptance of
employment with the WECC, whichever islater (provided that employees
of the WSCC shall have two years from the WECC organizational
meeting to divest securitiesin their possession as of that date);

c. An interest that exists through a pre-existing participation in aqualified
defined benefits pension plan or health benefits plan of a Market
Participant so long as the benefits under such plan do not vary with the
economic performance or vaue of the securities of such Market
Participant.
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Appendix C

WECC Dispute Resolution Procedures

C. DISPUTE RESOLUTION.

C1

Obligation To Comply with Dispute Resolution Procedures. If any dispute concerning one
or more issues identified in Section C.2 below arises between a Member and one or more
other Members, or between one or more Members and WECC, al of the parties to the
dispute shall, to the extent permitted by law, be obligated to comply with the dispute
resol ution procedures specified in these Bylaws (except to the extent all of the partiesto the
dispute may agree otherwise as provided in Section C.4 below). Only Membersand WECC
have the right to invoke the provisions of this Appendix C and, except where al affected
parties have separately agreed otherwise with respect to aparticular dispute, only Members
and WECC areobligated to carry out the dispute resol ution procedures set forth herein. Any
dispute subj ect to the provisions of this Appendix C to which WECC ismadeaparty shall be
subject to the additional requirements specified in Section C.3 below if the dispute is
initiated by a party other than WECC. To the extent permitted by law (and except as
otherwise permitted by the provisions of Section C.6.3), no party to a dispute subject to the
provisions of this Appendix C may pursue any other available remedy with respect to the
dispute until al of the parties to the dispute have fully complied with the dispute resolution
procedures specified herein, provided, however, that if any party to adispute subject to the
provisions of this Appendix C refuses to comply with the dispute resolution procedures
specified herein, al other partiesto the dispute shall subsequently berelieved of any further
obligation to comply with these dispute resolution procedures before pursuing other

remedies in connection with that dispute.



C2

| ssues Subject to Dispute Resolution Procedures. Any dispute between or among the parties

identified in Section C.1 above (that the parties to the dispute do not resolve through
negotiations between or among themselves) shall be subject to the dispute resolution
procedures set forth in this Appendix C if the dispute concerns: (i) the application,
implementation, interpretation, or fulfillment of any guidelines, criteria, policies, procedures,
or Bylaws of WECC or the North American Electric Reliability Council (or any successor
organization); or (ii) any matter specified in Section C.6.2 bel ow; except that any matter that
is subject to the jurisdiction of the WECC Compliance Hearing Body is not subject to the
requirements of this Appendix C. Notwithstanding the foregoing provisions of this Section
C.2, however, neither WECC nor any Member shall be obligated to comply with thedispute
resol ution procedures of these Bylawsif: (&) the matter in dispute falls within the scope of
the dispute resolution procedures set forth in the governing agreements of the Western
Regional Transmission Association, the Southwest Regional Transmission Association, or
the Northwest Regional Transmission Association to the extent that such organizations
continueto exist; (b) the disputeis between two or more Members (or WECC), al of which,
at the time of the dispute, are parties to the WECC Rdiability Management System
Agreement and the matter iswithin the scope of the disputeresolution procedures set forthin
that agreement; or (c) thedisputeis between two or more Members, all of which, at thetime
of thedispute, are partiesto a separate agreement or treaty or where an applicabletariff, rate
schedule, or other legal obligation of one of the parties providesfor the partiesto resolve the
disputein amanner other than in accordance with the provisions of this Appendix C of the
Bylaws. With regard to a transmission access matter pursuant to Sections 10.1.2, 10.1.3,

10.5 and C.6.2.3, however, members agree that their rights and obligations pursuant to
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Sections 210 and 211 of the FPA shall not by themselves supersede or relieve them of their
obligation, if any, to participate in the procedures set forth in this Appendix C.

Limitations on Members' Rights To Make WECC a Party to a Dispute. In addition to the

other provisions of this Appendix C of the Bylaws, any dispute (other than adisputeinitiated
by WECC) to which WECC is made a party shall be subject to the limitations set forth in
Sections C.3.1 and C.3.2 below.

C.3.1 Bases for Using Dispute Resolution Procedures To Challenge WECC Action.

Subject to any limitation set forth in these Bylaws or in applicable statute, regulation
or FERC order, one or more Members may use the dispute resolution procedures
specified in this Appendix C to challenge any final action of WECC only on one or
more of the following bases: (i) the action is contrary to applicable law or
regulation; (ii) the action is contrary to WECC' s Articles of Incorporation or these
Bylaws (including WECC' s purposes as set forth in those documents); (iii) theaction
was taken in violation of applicable procedures of WECC governing that action; or
(iv) the action encompasses a decision in which therewas plain error material tothe
decision. For purposes of this Appendix C, action taken by WECC shall be deemed
fina if: (&) the action has been taken or adopted or approved or accepted by
WECC' s Board of Directors (other than by a motion specifically providing that the
action is conditional or will have temporary application not to exceed six months);
(b) al conditions specified to make any conditional action of WECC's Board of
Directors effective have been fulfilled; or (c) the action has been taken or adopted or
approved or accepted by a committee, subcommittee, task force, or other group or

person acting under authority of WECC without any provision making the action
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subject to further approval or adoption or acceptance by the Board of Directors.
Nothing contained in this Appendix C shall limit any rights any Member (or any
other party) may have under applicablelaw or regulation toinitiate or participatein
an administrative or lega action to which WECC ismade aparty in accordance with
applicable provisions of law or regulation.

C.3.2 Obligation to Bear WECC's Share of Facilitator Costs. |f one or more Members

initiate a dispute under this Appendix C to challenge an action of WECC, the
Member(s) initiating the challenge shall be obligated to bear all of the costs of
facilitators' servicesincurred to comply with the requirement of Section C.5 below,
except to the extent WECC agreesto pay ashare of the costs of facilitators’ services.

Ability to Modify Dispute Resolution Procedures by Agreement. Any provision of the

dispute resolution procedures set forth in this Appendix C may be modified, waived, or
omitted by agreement of all of the partiesto thedispute. Partiesto adispute subject to these
provisionsare obligated to comply with its procedures unless al of the partiesto the dispute
agreeto do otherwise. The manner in which the dispute resolution procedures set forth in
this Appendix C may be varied include (by way of example and not as limitation): the
manner of selecting a facilitator or arbitrator; the procedures or time lines to be followed
during mediation or arbitration; the grounds or forum or right to appea an arbitrator’s
decision; the manner of allocating fees and costs associated with the dispute; whether the
parties are obligated to proceed to arbitration if the dispute is not resolved through
mediation; and whether a decision rendered through arbitration isbinding on the parties. In

addition, any dispute that does not fall within the scope specified in Section C.2 above may
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be resolved according to the procedures set forth in Appendix C of these Bylawsif al of the

parties to the dispute agree to do so.

Mediation.

C.5.1 Noticeto Other Partiesand WECC' s Chief Executive Officer. Toinitiatethe dispute

resolution process with respect to a dispute governed by the provisions of this

Appendix C, the Member or WECC that has elected to initiate the dispute shall

deliver to al other parties to the dispute and to WECC's Chief Executive Officer

(whether or not WECC is aparty to the dispute) written notice invoking the dispute

resolution procedures set forth in this Appendix C (a“Dispute Notice”).

C511

C512

C513

The Dispute Notice shall: (i) include a brief, genera description of the
meatter(s) in dispute; (ii) include a complete list of all other Members the
party submitting the Dispute Noticeintendsto make aparty to the dispute;
and (iii) state whether or not WECC isto be made a party to the dispute.
Within five business days of receiving a Dispute Notice, any party to the
dispute may e ect to deliver abrief supplemental description of thedispute
to WECC's Chief Executive Officer.

Within 10 business days of receiving an initial Dispute Notice, WECC's
Chief Executive Officer shall: (a) publish (or cause to be published) in
WECC' snewsletter or onitseectronic bulletin board anotice containing a
list of the parties to the dispute and a summary of the descriptions of the
matter(s) in dispute provided by the partiesto thedispute; and (b) deliver to

each party to the dispute a copy of WECC' s then-current standing list of



qualified facilitators, knowledgesbleinthe matters addressed by WECC (as
approved by the Board of Directors).

C.5.1.4 No person may belisted on WECC' s standing list of qualified facilitators
unless the person has agreed to: (i) disclose, a any time the person is
sdlected to serve as a facilitator under this Appendix C, any personal or
financial interest the facilitator may have with respect to the matter(s) in
dispute (including any indirect personal or financial interest that could arise
because of interests or relationships affecting any of the facilitator's
immediate family members); (ii) disclose any relationship the facilitator
may have with any party to the disputethat is not permitted under Section
C.5.2 below; and (iii) abide by all applicable provisions of these Bylaws,
including restrictions on disclosure of matters discussed and information
exchanged during mediation as provided in Section C.5.3 below.

C.5.2 Sdection of a Facilitator. Within 10 calendar days after the delivery of a Dispute

Notice, the parties to the dispute shall select a neutral facilitator by mutual
agreement. |If the parties to the dispute cannot agree on a facilitator within 10
calendar days after delivery of aDispute Notice, thefacilitator shall beseected from
WECC's standing list of qudlified facilitators asfollows: The partiesto the dispute
shall take turns striking names from WECC' s standing list of qualified facilitators
until thereisonly one nameremaining. (The partiestothedispute shall draw lotsto
determinethe order in which they take turnsstriking names.) Thelast person whose
name remains on the list shall serve as the facilitator. No facilitator other than a

facilitator chosen by agreement of all the parties to the dispute may (i) have a
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persona or financia interest in the matter(s) in dispute (including any indirect
personal or financial interest that could arise because of interests or relationships
affecting any of the facilitator’ s immediate family members); or (ii) be (or have an
immediate family member who is) apast or present director, commissioner, officer,
employee, consultant, agent, or other representative of any of the parties to the
dispute. If the facilitator selected through the process of striking names specified
aboveisdisgualified under the preceding sentence, the facilitator whose name was
stricken last shall serve in his or her place. In addition, if WECC is a party to a
disputeinitiated by one or more Members, turns striking names fromthe standing list
of qualified facilitators shall alternate between WECC on the one hand and all other
parties to the dispute on the other.

Mediation Process. The facilitator and representatives of al of the parties to the
dispute shall meet within 14 calendar days after thefacilitator has been selected and
attempt in good faith to negotiate a resolution to the dispute. Each party’s
representative designated to participate in the mediation process must have the
authority to settlethedispute (or, at aminimum, be authorized to negotiate on behal f
of the party and make recommendations with respect to settlement of the dispute if
final authority to approve a settlement is reserved to a party’s board, executive
committee, commission, or other governing body). At the parties’ initial meeting
with the facilitator, the facilitator shall, after soliciting input from the partiesto the
dispute, set the schedule for further meetings among the parties to the dispute
(subject to the 60-day maximum mediation period specified in Section C.5.6 below).
The parties to the dispute shall comply with the schedule set by the facilitator and

attempt in good faith at every meeting to negotiate aresolution to thedispute. Tothe
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extent permitted by law, neither the facilitator nor any party to the dispute may
publicly disclose, rely on, or introduce as evidence in any subsequent arbitration,
FERC proceeding, Canadian Regulatory Authority proceeding, proceeding beforea
Mexican Regulatory Authority, appeal, or litigation concerning the same or any
related dispute: (i) any views expressed or suggestions made by another party tothe
dispute with respect to a possibl e settlement of the dispute; (i) admissions made by
another party to the dispute in the course of the mediation proceedings; (iii)
proposals made or views expressed by the facilitator; or (iv) the fact that another
party to the dispute has or has not indicated willingness to accept a proposa for
settlement made by the facilitator. In those cases in which a party to a dispute
subject to the provisions of this Appendix C of the Bylaws is a membership
organization (including WECC, if applicable), nothing in the preceding sentence
shall prohibit that organization from reasonably communicating with its members
and governing body to share genera information about the dispute, such as the
parties, status, disputed i ssues, and positions of each of the parties with respect tothe
disputed issues.

Referral for Resolution. With the consent of all parties to the dispute, aresolution

may include referring the matter to a technical body (such as atechnical advisory
panel of WECC) for resolution or an advisory opinion, to arbitration, directly to
FERC or, in a dispute involving a Canadian Member, directly to the appropriate
Canadian Regulatory Authority, or, in a dispute involving a Mexican Member,
directly to the appropriate Mexican Regulatory Authority.

Mediation Participation by WECC Staff When WECC Not a Party. If, during the

course of mediation to which WECC isnot aparty, thefacilitator or any party to the

dispute wishes to solicit the views of WECC concerning the application,
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implementation, interpretation, or fulfillment of any guidelines, criteria, standards,
policies, or procedures of WECC, the facilitator may request or permit the
submission of WECC staff viewsonly if: (i) any participation by WECC staff takes
placeexclusively inthe presence of all partiestothedispute; (ii) participating WECC
staff membersagreeto beequally available upon request to all partiesto thedispute;
and (iii) participating WECC staff members agreeto comply with therestrictionson
disclosure contained in Section C.5.3.

Mediation Deemed at |mpasse After 60 Days. If the partiesto the dispute have met

and negotiated in good faith in accordance with the schedul e set by thefacilitator but
have not succeeded in negotiating aresolution of the dispute within 60 calendar days
after thefirst meeting with thefacilitator pursuant to Section C.5.3 above, theparties
tothe dispute shall be deemed to be at impasse and, except as otherwise provided in
Section C.5.6.2 below, shall also be deemed to havefulfilled their obligations under
Section C.1 of these Bylawsto fully comply with the dispute resolution provisions
before pursuing any other available remedy. If any party participating in the
mediation process is subject to a contractua or statutory limitations period with
respect to the matter in dispute, and the limitations period will expire before the 60-
day period for mediation under this Section C.5.6 iscompl eted, then the parties shall
be deemed at impasse on the seventh calendar day preceding the expiration of the
shortest applicable limitations period.

C.5.6.1 Disputes Not Subject to Provisions of Section C.6.2. Unlessthe matter in

disputeis subject to the provisions of Section C.6.2 below, at any timeafter
the parties to the dispute are deemed at impasse, the dispute may be
submitted to binding arbitration in accordance with the procedures set forth
in Section C.7 of these Bylaws (but only by agreement of all of the parties

to the dispute). If the matter in dispute is subject to the provisions of
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Section C.6.2 below, theparties’ obligationswith respect to submitting the
matter to binding arbitration under Sections C.6 and C.7 of these Bylaws
shall be as specified in Section C.5.6.2 below. In all other cases, if the
parties to the dispute do not agree to submit the dispute to binding
arbitration in accordance with the procedures set forth in Section C.7 of
these Bylaws, any party to the dispute may at any time thereafter pursue
any other remedy available under regulation, law, or equity (subject to the
restrictions on disclosure set forth in Section C.5.3 above).

Disputes Covered by Section C.6.2. If thepartiesto adisputeconcerninga

matter subject to the provisions of Section C.6.2 either: (i) are deemed at
impasse after attempting to resolve the matter through mediation as
provided in Sections C.5.1 through C.5.6 above; or (ii) have agreed to
submit the matter directly to binding arbitration without attempting to
resolve the matter through mediation as provided in Sections C.5.1 through
C.5.6 above, the parties to the dispute shall submit the matter to binding
arbitration in accordance with the procedures set forth in Sections C.6 and

C.7 of these Bylaws.

C.5.7 Costs of Facilitator’s Services. Except as otherwise provided under Section C.3.2,

C.5.8

the costs of thefacilitator’ s services shall beborn equally by all partiesto the dispute

unless the parties to the dispute agree otherwise, but the parties also intend that the

costs of mediation should be taken into account in any resolution proposed through

the mediation process.

Noticeto WECC of Completion of Mediation. Within 10 calendar days after either:

(i) reaching anegotiated resol ution through the mediation process set forth in Section

C.5; or (ii) reaching deemed impasse in accordance with Section C.5.6 above, the

parties to the dispute shall jointly deliver to WECC's Chief Executive Officer a

written notice briefly describing the outcome of the mediation process. Promptly
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after recelving written notice describing the outcome of a mediation conducted in
accordance with Section C.5, WECC's Chief Executive Officer shall publish (or
cause to be published) in WECC's newsletter or on its electronic bulletin board a
brief description of the outcome of the mediation, together with alist of al of the

parties to the dispute.

C.6 Genegd Provisions Relating to Binding Arbitration.

C.6.1

C.6.2

Matters for Which Binding Arbitration is Elective. Except with respect to any

dispute that concerns one or more matters specified in Section C.6.2 below, the
binding arbitration procedures set forth in Section C.7 may be invoked only by
agreement of al of the parties to the dispute to be arbitrated and are solely for the
convenience of WECC and its Members. If adispute governed by this Appendix C
does not concern a matter specified in Section C.6.2 below, a party to the dispute
shall bedeemed to havefulfilled its obligationsto comply with Appendix C of these
Bylaws (irrespective of whether the parties to the dispute agree to proceed with
binding arbitration) to the extent that either: (i) that party has fully performed the
obligations set forth in Sections C.1 through C.5.8; or (ii) al of the parties to the
dispute have agreed to a different process for resolving the dispute and the agreed-
upon process has been fully carried out.

Matters for Which Binding Arbitration Is Obligatory. If adispute is governed by

Appendix C of these Bylaws and is not resol ved through the process of mediationin
accordancewith Sections C.5.1 through C.5.6 above, the parties shall be obligated to
submit the matter to binding arbitration in accordance with theprocedures set forthin
Section C.7 (subject tothelimitations on the arbitrator’ sauthority set forth in Section

C.6.3 below) if the dispute concerns one or more of the following matters:
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C.6.3

c6.21

C.6.22

C.6.23

C6.24

a decision of WECC's Board of Directors or a Committee of the Board
acting on the recommendation of, or on amatter within thejurisdiction of,
the Operating Transfer Capability Policy Group (“*OTCPG") or successor;
atransmission path rating, or a modification to atransmission path rating,
assigned to one or more transmission paths operated by a Member (or
jointly operated by more than one Member);

transmission access, pursuant to Sections 10.1.2, 10.1.3, and 10.5; or

any matter that, by vote of both WECC’ s Board of Directorsand WECC's
Membership, is designated as a matter to be subject to the provisions of
Section C.6.2 of these Bylaws, provided that any matter submitted to
WECC' s Membership pursuant to this provision must be approved by at
least the number of votes required to amend these Bylaws under Section

13.2.

Limitations on Arbitrator’ s Authority with Respect to Matters Specified in Section

C.6.2. Unlessall of the partiesto adispute agree otherwise, an arbitrator renderinga

decision with respect to any matter specified in Section C.6.2 above shall have no

authority to consider or award remedies for past economic harm or damages of any

kind, including without limitation actua or direct damages; indirect, consequential,

or incidental damages; or exemplary or punitive damages. Nothing in this Section

C.6.3shal: (i) limit any rightsthat a party to adispute concerning amatter specified

in Section C.6.2 above may have to pursue legal claims for damages or other

economic remedies after the arbitrator hasrendered hisor her decision on that matter

(within the scope of his or her authority under this Section C.6.3); or (ii) limit an
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C.6.5

arbitrator’s authority under Section C.8 below to shift costs or impose monetary
sanctions for “good cause” (asthat term is defined in Section C.8).

Arbitration Decisions Not To M odify Underlying Rights and Obligations. Unlessall

of the partiesto adispute agree otherwise, theresol ution through binding arbitration
of any dispute governed by this Appendix C shall not have the effect of increasing,
decreasing, or otherwise modifying WECC's or any Member’s obligation to abide
by, or ability to enforce or impose penalties or sanctions with respect to, any
guidelines, criteria, standards, palicies, procedures, decisions, or Bylaws of WECC
or any limitation on the foregoing, whether established by law; regulation; judicial,
executive, or administrative order, decree, or decision; tariff; contract; course of
performance; treaty; or otherwise.

Laws Relating to Binding Arbitration. WECC and its Members recognize that some

Members may be subject to laws (including without limitation United States federal
or state laws, Canadian or provincia laws, or Mexican laws) that limit or define
those Members' ability to agree in advance to be subject to binding arbitration. If a
Member has the right or obligation under applicable law to refuse to submit to
binding arbitration in connection with any dispute that would otherwise be subject to
binding arbitration under Section C.6.2 of these Bylaws, that Member shall not be
obligated to comply with the binding arbitration procedures set forth in Sections C.6
and C.7. Any Member subject to any law or other legally binding authority that may
limit (or permit the Member to limit) its obligation to comply with the provisions
requiring binding arbitration under Sections C.6 and C.7 or to fully comply with a

valid arbitrator’ sdecision rendered in accordance with this Appendix C shall provide
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C.6.6

notice to this effect to al other disputing parties and WECC's Chief Executive
Officer uponinitiation of any disputeinvolving that Member if the disputeis subject
to Section C.6.2. Upon receiving anotice under Section C.6.5, any other party tothe
dispute shall thereafter be relieved of any obligation to comply with the provisions
Sections C.6 and C.7 in connection with that dispute, except to the extent that the
Member giving notice agreesto be fully bound by procedures governing and results
of any arbitration proceeding. If thereare morethan two partiesto adispute covered
by the preceding sentence, however, then al parties to the dispute other than the
party giving notice under Section C.6.5 shall make good faith efforts to establish a
mutually acceptable approach for resolving among themsel ves whatever aspects of
the dispute can reasonably be resolved through the procedures set forth in this
Appendix C without the participation of the party giving noticeunder Section C.6.5.
If any Member fails to submit to binding arbitration, or fails to abide by a valid
arbitrator’ sdecision rendered in accordance with this Appendix C, that Member shall
thereafter have no right to enforce any of the provisions of Section C.6.2 (concerning
obligations to submit specified disputes to binding arbitration) against any other
Member or WECC until such time as the WECC Board of Directors, or a delegate
designated by the Board, determines that it is appropriate to restore the Member’'s
ability to enforce the provisions of Section C.6.2.

Consistency with Laws, Regulatory Jurisdiction and Orders, Etc. Nothing contained

inthis Appendix C and no arbitrator’ s decision rendered in accordance with Section
C.7 shall be construed to require or shall otherwise operate to cause any Member or

WECC to incur any obligation or take any action that is contrary to: (i) any
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applicable law or regulation; (ii) any applicable authority, order, decree, rule, or
decision of aregulatory, judicial, administrative, executive, or other governmental
body having jurisdiction over one or more of the matters or parties subject to this
Appendix C or covered by an arbitrator’s decision; or (iii) any applicable rate
schedule, tariff, treaty, or valid, pre-existing contractual obligation with which any
party subject to this Appendix C or covered by an arbitrator’s decision is legally
obligated to comply.

C.7  Arbitration Procedures.

C.7.1 Noticeto WECC of Initiation of Binding Arbitration. Within 10 calendar days after

all of the parties to a dispute have agreed (or become obligated under Section C.6.2

above) to submit the dispute to binding arbitration under Sections C.6 and C.7, the

partiestothedispute shall deliver written noticeto WECC' s Chief Executive Officer

(an “Arbitration Notice”).

C.7.1.1The Arbitration Notice shall: (i) include a brief, genera description of the
issues to be arbitrated; and (ii) identify al parties who have agreed (or
become obligated) to submit the disputeto binding arbitration under Sections
C.6andC.7.

C.7.1.2Within five business days of receiving an Arbitration Notice, WECC' s Chief
Executive Officer shall: (a) publish (or cause to be published) in WECC's
newsl etter or on its el ectronic bulletin board a notice containing alist of the
parties to the arbitration and the parties brief, general description of the

issues to be arbitrated; and (b) deliver to each party to the dispute a copy of
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WECC' sthen-current standing list of qualified arbitrators, knowledgeablein
matters addressed by WECC (as approved by the Board of Directors).
C.7.1.3No person may be listed on WECC's standing list of qualified arbitrators
unless the person has agreed to: (@) disclose, at any time the person is
selected to serve as a arbitrator under this Appendix C, any persona or
financial interest the arbitrator may have with respect to the matter(s) in
dispute (including any indirect personal or financia interest that could arise
because of interests or relationships affecting any of the arbitrator’s
immediate family members); (b) disclose any relationship thearbitrator may
have with any party to the dispute that is not permitted under Section C.7.2
below; (c) assemble a complete record of the arbitration process and the
materials received as evidence by the arbitrator if any of the parties to the
dispute el ect to appeal or contest thearbitrator’ sdecision; and (d) abideby all
applicable provisions of and procedures specified by Sections C.6 and C.7.

C.7.2 Seection of an Arbitrator. Within 10 caendar days after al of the parties to a

dispute have agreed (or become obligated) to submit the dispute to binding
arbitration under Sections C.6 and C.7, the parties to the dispute shall select an
arbitrator by mutua agreement. If the parties cannot agree on an arbitrator within 10
calendar days after agreeing to arbitrate their dispute, the arbitrator shall be sel ected
from WECC's standing list of qualified arbitrators as follows: The parties to the
dispute shall take turns striking names from WECC's standing list of quaified
arbitrators until thereis only one name remaining. (The partiesto the dispute shall

draw lots to determine the order in which they take turns striking names.) Thelast
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person whose name remains on the list shall serve as the arbitrator. No arbitrator
other than an arbitrator chosen by agreement of al the parties to the dispute may (i)
have apersonal or financial interest in thematter(s) in dispute (including any indirect
personal or financial interest that could arise because of interests or relationships
affecting any of the arbitrator’ s immediate family members); or (ii) be (or have an
immediate family member who is) apast or present director, commissioner, officer,
employee, consultant, agent, or other representative of any of the parties to the
dispute. If the arbitrator selected through the process of striking names specified
aboveis disgualified under the preceding sentence, the arbitrator whose name was
stricken last shall servein hisor her place.

Initial Statements and Proposed Arbitration Decisions. Within 10 calendar days after

the selection of an arbitrator under Section C.7.2 above, each party to the dispute
shall submit a statement in writing to al other parties to the dispute and to the
arbitrator. Each disputing party’s statement shall set forth in reasonable detail the
nature of the dispute, the issues to be arbitrated, and the party’s reasonable, good
faith proposal for resolving the dispute. Asprovided in Section C.5.3 above, to the
extent permitted by law, no party to an arbitration conducted under Sections C.6 and
C.7 shall publicly disclose, rely on, or introduce as evidencein any arbitration, FERC
proceeding, Canadian Regulatory Authority proceeding, proceeding before a
Mexican Regulatory Authority, appeal, or litigation concerning the same or any
related dispute any information required to be kept confidential by the terms of

Section C.5.3.
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Procedural Matters. The arbitrator shall determine discovery procedures, how

evidence shall be taken, what written submittals may be made, and other such
procedural matters, taking into account the complexity of the issues involved, the
extent to which factual matters aredisputed and the extent to which the credibility of
witnesses is relevant to a resolution. Each party to the dispute shall produce all
evidence determined by the arbitrator to be relevant and materia to the issues
presented. If such evidence involves proprietary or confidential information, the
party submitting the evidence shall petition the arbitrator for a protective order, and
tothe extent thearbitrator determinesthereisgood causethearbitrator shall issuean
appropriate protective order and all parties to the dispute shall comply with the
protective order. Thearbitrator may elect to resol ve the arbitration matter solely on
the basis of written evidence and arguments.

Out-of-Court Sworn Testimony. At therequest of any disputing party, thearbitrator

shall havethediscretion to alow that party to examine witnesses through sworn out-
of-court testimony (referred toin the United States as* deposition” and in Canadaas
“discovery”) to the extent the arbitrator deemsthe evidence sought to berel evant and
appropriate. In general, out-of-court witness examinations shall be limited to a
maximum of three per party and shall be held within 30 calendar days after the
making of arequest. Each witness examination shall be limited to a maximum of
three hours' duration. The arbitrator shall have the discretion to permit the number
and duration of examination sessions allowed under this Section C.7.5 to be

increased, and to extend the 30-day time limit, upon request for good cause shown.
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All objections arereserved for the arbitration hearing except for objections based on
privilege and proprietary or confidential information.

Intervention by Other Parties. Unlessall of the partiesto the dispute agree otherwise,

no one (whether aMember, WECC, or any other entity or person) that isnot aparty
to adispute at the initiation of arbitration under Sections C.6 and C.7 shall havethe
right tointervenein thearbitration. Any party wishingtointervenein an arbitration
under Sections C.6 and C.7 may petition the arbitrator for permission to intervene,
provided that the petition is submitted to the arbitrator not more than 30 calendar
days after notice of the arbitration is posted by WECC' s Chief Executive Officer in
accordance with Section C.7.1. The arbitrator shall have the discretion to permit a
party to interveneif the arbitrator determines that the party petitioning to intervene
has adirect and substantial interest in the outcome of the arbitration. In exercising
his or her discretion concerning a requested intervention, the arbitrator shall also
consider any additional complexity or delay that may be caused by allowing the
intervention and also any other remedies available to the party requesting
intervention. Any party that is granted the privilege of intervening in an arbitration
under Sections C.6 and C.7 shall be permitted tointervene subject to the sameterms,
conditions, limitations, rights, and obligations of al other parties to the dispute,
including without limitation the binding effect of arbitrator’ sdecision, limitationson
rights of appeal, the obligation to share equally in the costs of the arbitrator, and the
obligation to be subject to the provisions of Section C.8.

Consideration of WECC Criteria, Etc. TheArbitrator shall givedue considerationto

therdiability criteria, standards, guidelines, policies, and procedures of WECC and
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the North American Electric Reliability Council (or any successor organization) to
the extent they arerelevant to resol ution of the matter(s) indispute. If thearbitrator’s
decision will includeinterpretation of any of WECC' sreliability criteria, standards,
guidelines, policies, and procedures, (and WECC is not aparty tothearbitration), the
arbitrator shall, beforerendering his or her decision, consult with WECC (subject to
the provisions of Section C.7.10 below) concerning the interpretation of WECC's
applicable reliability criteria, standards, guidelines, policies, and procedures.

Evidence and Rebuttal. The arbitrator shall consider al issues material to the

matter(s) indispute. Thearbitrator shall take evidence submitted by the partiesto the
disputein accordance with procedures established by the arbitrator and may request
additional information the arbitrator deems material to the resolution of the dispute.
With the consent of all parties to the dispute, the arbitrator’s request for additional
information may include the opinion of any individua or organization with
recognized expertisein the matter(s) in dispute, subject to the following conditions:
(i) any verbal communication with an expert consulted by the arbitrator must take
place exclusively in the presence of al parties to the dispute and copies of any
written communications must be provided to all partiesto thedispute; (ii) any expert
consulted by the arbitrator must agree to be equally available upon request to all of
the parties to the dispute; (iii) any expert consulted by the arbitrator must agree to
comply with the restrictions on disclosure contained in Section C.5.3; and (iv) all
parties to the dispute shall be afforded a reasonable opportunity to question the
expert and to rebut any additional information submitted by the expert at the request

of the arbitrator.
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C.7.9 Arbitrator’s Decision. The arbitrator shall make all reasonable efforts to complete

hearings (if applicable) and submissions of written evidence not more than 90
calendar days after receivinginitial statements submitted under Section C.7.3 above.
As soon as practicable, but in no event more than 30 calendar days after the
completion of hearings and evidence submittal s, the arbitrator shall render hisor her
final decision for resolving the dispute. By agreement of all of the parties to the
dispute or at the discretion of thearbitrator for good cause, theforegoing deadlinefor
delivery of thearbitrator’ sdecision may be extended. Thearbitrator’ sdecision shall
be based on the arbitrator’ s good faith determination of aresolution that will: (i) be
consistent with any laws, rules, and regul ations applicableto the matter(s) in dispute;
(ii) be consistent with any valid pre-existing agreements among the parties to the
disputethat bear on the matter(s) in dispute; (iii) not require any party to the dispute
to take action that is not in compliance with any of WECC's réliability criteria,
standards, guidelines, policies, and procedures; and (iv) best serve to promote or
maintain reliable operation of theinterconnected bulk power systems of the Western
Interconnection, without imposing inequitable burdens or benefits on any of the
parties to the dispute or others that may be affected by implementation of the
arbitrator’ sdecision. Thearbitrator shall deliver to each of the partiesto the dispute,
aong with hisor her decision, awritten statement including specific findings of fact,
conclusions of law (if applicable), and an explanation of the arbitrator’s basis for
rendering his or her decision. Subject to any protective order that may have been
issued under Section C.7.4 above, WECC' s Chief Executive Officer shall publish (or

cause to be published) in WECC's newsletter or eectronic bulletin board a brief
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summary of the arbitrator’s decision. An arbitrator’s decision that is not appealed
shall not be deemed to be precedential in any cother arbitration related to adifferent
dispute.

C.7.10 WECC Staff Participation in Arbitration When WECC Not a Party. If, during the

course of binding arbitration conducted under Sections C.6 and C.7 (inwhich WECC
isnot aparty) thearbitrator or any party to the dispute wishesto solicit the views of
WECC dstaff concerning the application, implementation, interpretation, or
fulfillment of any guidelines, criteria, standards, policies, or procedures of WECC,
the arbitrator may request or permit the submission of WECC staff views only with
the consent of all of the parties to the dispute and only if: (i) any participation by
WECC staff takes place exclusively in the presence of al partiesto the dispute; (ii)
participating WECC staff members agreeto be equally available upon request to all
parties to the dispute; and (iii) participating WECC staff members agree to comply
with the restrictions on disclosure contained in Section C.5.3.

C.7.11 Compliance and Costs. Unless one or more of the partiesto the disputeinitiates and

notifies al other parties to the dispute that it has initiated a process to contest or
appedl the arbitrator’ s decision under Sections C.9 through C.13, upon the decision
by the arbitrator, the parties to the dispute shall, within the time frame specified by
thearbitrator, and, subject to Section C.6.6 above, take whatever actionisrequired to
comply with the arbitrator’ s decision to the extent the arbitrator’ s decision does not
requireregulatory action. Totheextent thearbitrator’ sdecision affectsjurisdictional
rates, terms and conditions of service, or facilities or otherwiserequireslocd, state,

federal, or provincial approva or regulatory action, or aFERC filing or a Canadian
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Regulatory Authority filing by a Canadian Member or a Mexican Regulatory
Authority filing by aMexican Member, the affected Member (or WECC, if WECCis
the party with the obligation to seek regulatory action) shall, within the time frame
specified by the arbitrator, submit the arbitrator’ s decision or an appropriatefilingto
implement the arbitrator’s decision and support the appropriate authority’s
acceptance or approval of thearbitrator’ sdecision or implementation filing, exceptin
caseswhere any party to the dispute has given notice of itsintent to contest or appesl
thearbitrator’ sdecision. All costs associated with thearbitration (not including costs
associated with attorney and expert witness fees incurred by the parties to the
dispute) shall bedivided equally among the partiesto the disputeunless: (i) al of the
parties to the dispute agree to an aternate method of alocating costs; or (ii) in
rendering his or her decision, the arbitrator exercises his or her discretion under
Section C.8 below to assess fees, costs, or other monetary sanctions against one or
more of the parties to the dispute for good cause.

C.7.12 Entry of Judgment. At any timeafter an arbitrator hasrendered hisor her decisionin
an arbitration conducted under Sections C.6 and C.7 (provided that thetime provided
for initiating an appeal under Sections C.11.1 and C.12 below has expired and no
appeal or other means of contesting the arbitrator’s decision has been initiated),
judgment on the decision rendered by the arbitrator may be entered by any court of
competent jurisdiction (subject to the provisions of Sections C.6.3, C.6.4, and C.6.6
above). If theaward isagainst the United States, aparty to thearbitration may apply

tothe United States District Court for the district inwhich the principa office of the
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applicable United States department or agency islocated for an order confirmingthe
award pursuant to 5 U.S.C. § 580.

Arbitrator’s Discretion to Shift Costs or Impose Sanctions for Cause. Each party to any

dispute submitted to arbitration under Sections C.6 and C.7 shall bear its own costsand fees
associated with representation and participation in the arbitration process, and shall share
equally in the arbitrator’s fees except that the arbitrator shall have the discretion, to the
extent permitted by law, to require one or more of the partiesto the disputeto pay part or all
of the costs and fees (including without limitation attorneys’ and arbitrator’ s fees) of oneor
more other partiesto the dispute, or toimpose monetary sanctions on someother basisthat is
reasonable under the circumstances, for good cause. As used in this Section C.8, “good
cause” means conduct involving serious abuse of or failure to comply with the dispute
resol ution process set forth in this Appendix C, willfully undertaken to harass or delay other
parties to the dispute or to substantially impede the arbitrator’ s ability to render a decision
consistent with the provisions set forth in Section C.7.9.

Rights to Appeal Arbitration Decisions. Except to the extent otherwise provided by

applicable United States state or federa law, applicable Canadian or provincia law, or
applicable Mexican law, aparty to a dispute resolved by arbitration under Sections C.6 and
C.7 may appeal or contest the arbitrator’ s decision only on one or more of the bases specified
in Section C.9.1 below and only in accordance with the procedures set forth in Sections
C.9.2through C.13.

C.9.1 Grounds for Appealing Arbitration Decisions. A party to a dispute resolved by

arbitration under Sections C.6 and C.7 may contest or appeal thearbitrator’ sdecision

only on the basis that: (i) the arbitrator’s decision is contrary to applicable law or
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regulation (including without limitation the FPA or FERC's then-applicable
standards or policies, or comparable types of provisions that may apply under
applicable Canadian, provincial, Mexican, or other laws and regulations); (ii) the
arbitrator’ sdecision isdemonstrably arbitrary and capricious and without supportin
therecord assembled during the arbitration; (iii) the arbitrator failed to afford one or
more parties to the dispute an opportunity for afair and meaningful hearing; (iv) the
arbitrator engaged in serious misconduct in connection with the arbitration; (v) the
arbitrator exceeded the authority conferred upon him or her under this Appendix C or
as otherwise established by agreement of al the parties to the dispute; or (vi) the
arbitrator’ s decision is contrary to the provisions of Section C.6.6.

Matter and One or More Parties to Dispute Subject to FERC Jurisdiction. If (i) the

subject matter of a dispute arbitrated under Sections C.6 and C.7 is within the
jurisdiction of FERC, and (i) the conditions specifiedin Section C.12.1or C.12.2 are
satisfied, therights of the partiesto contest or appeal thearbitrator’ sdecision shall be
as set forth in Sections C.10 and C.12 below (subject aso to the provisions of
Section C.9.1 above). Notwithstanding the foregoing, nothing herein shall be
construed or operateto require any Canadian or Mexican party or any other party that
isnot a“public utility” within the meaning of the FPA to make any filing with FERC
under Sections 205 or 206 of the FPA.

All Parties and Matters in Dispute Subject to Jurisdiction of a Canadian Regulatory

Authority. If al of the partiesto an arbitrated dispute are subject to the jurisdiction
of aparticular Canadian Regulatory Authority, and if all mattersin dispute are aso

subject to thejurisdiction of the same Canadian Regulatory Authority, any disputing
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party may appea an arbitrator’s decision to that Canadian Regulatory Authority,
where such Canadian Regulatory Authority hasjurisdiction to hear the appeal, or to
the appropriate Canadian court. Any appeal to a Canadian Regulatory Authority or
Canadian court shall be subject to the provisions set forthin Sections C.10and C.11
below.

C.9.4 All Partiesand the Matter in Dispute Subject to Jurisdiction of aM exican Requlatory

Authority. If al of the partiesto an arbitrated dispute are subject to thejurisdiction
of aparticular Mexican Regulatory Authority, and if all mattersin dispute are al'so
subject to thejurisdiction of the same Mexican Regulatory Authority, any disputing
party may appea an arbitrator’s decision to the appropriate Mexican Regulatory
Authority, subject to the provisions set forth in Sections C.10 and C.11 below.

C.9.5 Apped to Court. If none of the preceding provisions concerning appealing or
contesting an arbitrator’ sdecision before FERC, a Canadian Regulatory Authority, or
a Mexican Regulatory Authority apply to an arbitrated dispute, any party to an
arbitrator’ s decision rendered in accordance with the provisions of Sections C.6 and
C.7 may appeal the arbitrator’s decision to a court of competent jurisdiction as
provided under Section C.13 below.

C.10 Appedingor Contesting Arbitrator’ s Decision to FERC or aPresiding Authority. Subjectto

the conditions specified in Sections C.9.1 through C.9.5 above, any disputing party may
appeal or contest an arbitrator’ s decision to FERC or an appropriate Presiding Authority as
follows:

C.10.1 Record on Appeal. Except as otherwise provided in Section C.10.3 below, any

appeal or action to contest an arbitrator’ sdecision to FERC or aPresiding Authority
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shall be based solely upon the record assembled by the arbitrator. All parties to
arbitrations conducted under Sections C.6 and C.7 intend that: (i) the FERC or other
Presiding Authority should afford substantial deferencetothefactual findings of the
arbitrator; (ii) the portion, if any, of the arbitrator’ s decision relating to issues not of
first impression (i.e., matters previously decided by the FERC or other Presiding
Authority or a court of competent jurisdiction in cases involving comparable facts
and circumstances) should be afforded appropriate deference by the FERC or other
Presiding Authority; and (iii) the portion, if any, of thearbitrator’ sdecision relating
to issues of first impression should be afforded no deference by the FERC or other
Presiding Authority.

C.10.2 No Expansion of Record on Appeal. Except as otherwise provided in Section C.10.3

below, no Member, non-Member, or WECC that has been a party to an arbitration
under Sections C.6 and C.7 shall seek to expand thefactual record before FERC or a
Presiding Authority beyond that assembled by the arbitrator.

C.10.3 Exceptionsto Limitations on Record on Appeal. If thearbitrator failsto assemblea

completerecord of the evidence submitted with respect to an arbitrated decision that
is appealed pursuant to Sections C.9 through C.13, the parties to the appeal shall,
notwithstanding the provisions of SectionsC.10.1 and C.10.2 above, havetheright to
supplement the arbitrator’ srecord before FERC or the Presiding Authority with any
materias received into evidence by the arbitrator but omitted from the record
assembled by the arbitrator. If an arbitrator’s decision is appealed under Section
C.9.1(iii) or (iv) above on the grounds that the arbitrator improperly excluded

evidence so asto materialy prejudice the outcome of the arbitration with respect to
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one or more of the parties to the dispute, any party to the appeal may submit the
evidence asserted to be improperly excluded, but only as a basis to request that
FERC or the Presiding Authority vacate the arbitrator’s decision and remand the
matter to the arbitrator (or, if FERC or the Presiding Authority determines that the
arbitrator engaged in serious misconduct, to a newly selected arbitrator) for
reconsideration of the matter with inclusion of theimproperly excluded evidence. If
an arbitrator’ sdecision is appeal ed under Section C.9.1(iv) above on the grounds of
serious misconduct by the arbitrator, any party to the appeal may offer new evidence
relating to the arbitrator’s alleged misconduct.

C.11 Proceduresfor Appealsto Presiding Authority. If any party to an arbitration under Sections

C.6and C.7 desiresto appeal an arbitrator’ s decision to an appropriate Presiding Authority,

it shall provide written notice to that effect to al other parties to the arbitration, the

arbitrator, and WECC' s Chief Executive Officer within 14 calendar daysfollowing the date
of the arbitrator’ s decision. If notice of appedl istimely provided:

C.11.1 Within 30 calendar days after the date of the appealing party’ sfirst notice of appeal,
the party providing notice of appeal shal fileits statement of position regarding the
appeal with the Presiding Authority, together with the compl ete evidentiary record of
thearbitration and acopy of thearbitrator’ sdecision. The statement of position shall
state that the appeal requested has been the subject of an arbitration pursuant to this
Agreement.

C.11.2 Within 30 calendar days after the date of the appealing party’ sfirst notice of appeal,
any other party that was a party to the arbitration may fileits statement of position

regarding the appeal with the Presiding Authority.
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C.11.3 Copies of al materias filed with the Presiding Authority by any party during the
course of an appeal shall be delivered to all other parties to the arbitration and to
WECC's Chief Executive Officer.

C.11.4 Implementation of thearbitrator’ s decision shall be deemed stayed pending an appesl
unlessand until, at therequest of adisputing party, the Presiding Authority issuesan
order shortening or extending the stay of implementation.

C.11.5 WECC' sChief Executive Officer shall publish (or causeto be published) asummary
of each appeal in WECC' s newsletter or el ectronic bulletin board.

C.11.6 TheMembersand WECC intend that any Presiding Authority’ s order resulting from
an appeal under Sections C.9 and C.11 shall be subject tojudicial review pursuant to
laws governing the Presiding Authority and the matter in dispute that provide for
judicia review of Presiding Authority action.

Proceduresfor Contesting or Appealing Arbitrator’s Decision Before FERC. If any party to

adispute arbitrated under Sections C.6 and C.7 elects, subject to the limitations set forth in
Sections C.9.1 through C.9.5 above, to contest or appea an arbitrator’s decision before
FERC, the party so electing shall provide written notice to that effect to all other partiesto
thearbitration, the arbitrator, and WECC' s Chief Executive Officer within 14 calendar days
following the date of the arbitrator’ sdecision. The provisionscontained in Sections C.10.1,
C.10.2, and C.10.3 above shall apply with respect to therecord of thearbitration submitted to
FERC. In addition, the following provisions shall apply:

C.12.1 FERCFiling by Prevailing Party. If thearbitrator’ s decision requiresthe prevailing

party to take action that must have FERC approval or involves the provision of

FERC-jurisdictional serviceby theprevailing party, the prevailing party shall filethe
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arbitrator’s decision or make an appropriate filing with FERC to implement the
arbitrator’'s decision. Provided that it has given notice as required under Section
C.12 above, any non-prevailing party may contest the prevailing party’s filing in
accordance’ s with FERC' s applicable rules and regulations.

C.12.2 Complaint to FERC by Prevailing Party. If thearbitrator’ s decision requires anon-

prevailing party to take action that must have FERC approva or involves the
provision of FERC-jurisdictional service by any non-prevailing party, then, if the
non-prevailing party has given notice as required under Section C.12 above, the
prevailing party may submit the arbitrator’s decision to FERC in the form of a
complaint.

C.13 Appeal to Court. If noneof the provisionsthat govern appesling or contesting an arbitrator’s
decision before FERC, a Canadian Regulatory Authority, or aMexican Regulatory Authority
asset forthin Sections C.9.2, C.9.3, or C.9.4 above apply, any disputing party may appea an
arbitrator’'s decision to any court of competent jurisdiction, subject to the conditions
specified in Section C.9.1 above. Except as otherwise provided in Section C.10.3 above
(substituting the words “court of competent jurisdiction” for “FERC or the Presiding
Authority”), any appeal to a court shall be based solely upon the record assembled by the
arbitrator, and no Member, non-Member, or WECC who is a party to an arbitration under
Sections C.6 and C.7 shall seek to expand the factual record before the court beyond that

assembled by the arbitrator.
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Appendix of Additional Definitions Relating to
Alternative Dispute Resolution Provisions

Arbitration Notice has the meaning specified in Section C.7.1 of these Bylaws.
Canadian Regulatory Authority. The agency or agencies established under the laws of Canada or the

applicable Provinces of Canadaand having jurisdiction over facilities, interconnections, transmission rates,
charges, terms, and conditions of service of a Canadian Member.

Dispute Notice has the meaning specified in Section C.5.1 of these Bylaws.

FERC. The Federal Energy Regulatory Commission or a Successor agency.

FPA. The Federa Power Act (16 U.S.C. 88 824 et. seq.), asit may be amended from time to time.
Mexican Regulatory Authority. The agency or agencies established under the laws of Mexico or the

applicable states of Mexico and having jurisdiction over facilities, interconnections, transmission rates,
charges, terms, and conditions of service of aMexican Member.

Presiding Authority. Asusedin Sections C.10 and C.11, theterm “Presiding Authority” hasthe following
meanings. Wwith respect to an appea to an appropriate Canadian Regulatory Authority, “Presiding
Authority” meansthe presiding Canadian Regulatory Authority or Canadian court with jurisdiction to hear
the appeal; and with respect to an appeal to an appropriate Mexican Regulatory Authority, “Presiding
Authority” meansthe presiding Mexican Regulatory Authority or Mexican court with jurisdiction to hear the

appeal.



ATTACHMENT 3

EXHIBIT C TO WECC DELEGATION AGREEMENT —

WECC RELIABILITY STANDARDS DEVELOPMENT PROCEDURE

REDLINED TO SHOW PROPOSED AMENDMENTS



Exhibit C — Regional Standard Development Procedure

Exhibit C shall set forth WECC’s standar ds development procedure, which NERC
agrees meetsthe following common attributes:

COMMONATTRIBUTE 1

Proposed regional reliability standards shall be subject to approval by NERC, as the electric
reliability organization, and by FERC before becoming mandatory and enforceable under
Section 215 of the FPA in the United States. In Canada and Mexico, regional standards must
be approved by applicable governmental authorities before becoming mandatory in those
respective jurisdictions. No regional reliability standard shall be effective within the WECC
area unless filed by NERC with FERC, and any applicable authorities in Canada and Mexico,
and approved by FERC and any applicable authorities in Canada and Mexico.

COMMONATTRIBUTE 2

WECC regional reliability standards shall provide for as much uniformity as possible with
reliability standards across the interconnected bulk power system of the North American
continent. A WECC reliability standard shall be more stringent than a continent-wide
reliability standard, including aregional difference that addresses matters that the continent-
wide reliability standard does not, or shall be aregional difference necessitated by a physical
difference in the bulk power system. A regional reliability standard that satisfies the statutory
and regulatory criteriafor approval of proposed North American reliability standards, and that
IS more stringent than a continent-wide reliability standard, would generally be acceptable.

COMMON ATTRIBUTE 3

WECC regional reliability standards, when approved by FERC and applicable authoritiesin
Canada and Mexico, shall be made part of the body of NERC reliability standards and shall be
enforced upon all applicable bulk power system owners, operators, and users within the
WECC area, regardless of membership in the region.

COMMON ATTRIBUTE 4

Requester — The requester is the sponsor of the regional reliability standard request and may
assist in the development of the standard. Any member of WECC, or group within WECC,
shall be allowed to request that aregional reliability standard be devel oped, modified, or
withdrawn. Additionally, any entity (person, organization, company, government agency,
individual, etc.) that is directly and materially affected by the reliability of the bulk power




system in the WECC area shall be allowed to request aregional reliability standard be
developed, modified, or withdrawn.

COMMON ATTRIBUTE 5

Standar ds Regquest-Reuting-Committee and Lead-Standing Committees— The WECC
Standards Reguest-Reuting-Committee (WSRRC) manages the standards devel opment
process. The WSRRC will consider which requests for new or revised standards shall be
assigned for development (or existing standards considered for deletion). The WSC, with
assistance from the leag-standing committees, will advise the WECC board on standards
presented for adoption.

COMMON ATTRIBUTE 6

Registered-bBallot body — The registered-ballot body consists of WECC members and non-
membersthat have been determl ned eligible for the WECC Standard Votl ng Sectorseempneec

eleagnatedie% Each member of the FeglstereeLbaI Iot body is el|g| ble to vote on gglonal
Reliability Sstandards and Recnonal Crlterla_ The WSC Is respons bIe for voting on Eeach

COMMONATTRIBUTE 7

WECC will coordinate with NERC such that the acknowledgement of receipt of a standard
request identified in step 2, notice of comment posting period identified in step 4, and notice
for vote identified in step 6 below are concurrently posted on both the WECC and NERC
websites.

COMMON ATTRIBUTE 8

An acceptable standard request shall contain a description of the proposed regional reliability
standard subject matter containing sufficiently descriptive detail to clearly define the purpose,
scope, impacted parties, and other relevant information of the proposed standard.

COMMON ATTRIBUTE 9




Within 14 days of receipt of a completed standard request, the WSCSRRE shall determine the
disposition of the standard request.

COMMON ATTRIBUTE 10

H The SRRES-WSC may take one of the following actions:

Accept the standard request as a candidate for development of a new standard, revision
of an existing standard, or deletion of an existing standard. The SRREG-WSC may, at
its discretion, expand or narrow the scope of the standard request under cons derat| on.

Reject the standard request. If the SRRE-WSC rejects a standard request, a written
explanation for rejection will be delivered to the requester within 14 days of the
decision.

Remand the standard request back to the requester for additional work. The standards
process manager will make reasonable efforts to assist the requester in addressing the
deficienciesidentified by the SRREWSC. The requester may then resubmit the
modified standard request using the process above. The requester may choose to
withdraw the standard request from further consideration prior to acceptance by the
SRREWSC.

COMMONATTRIBUTE 11

Any standard request that is accepted by the SRRE-WSC for devel opment of a standard (or
modification or deletion of an existing standard) shall be posted for public viewing on the
WECC website within 30 days of acceptance by the committee.

COMMON ATTRIBUTE 12

COMMONATTRIBUTE 13




At the direction frem-of the WSClead standing-committee, the standards process manager
shall facilitate the posting of the draft standard on the WECC website, along with a draft
implementation plan and supporting documents, for a no less than a 4536-day comment
period. The standards process manager shall provide notice to WECC stakeholders and other
potentially interested entities, both within and outside of the WECC area, of the posting using
communication procedures then currently in effect or by other means as deemed appropriate.

COMMONATTRIBUTE 14

The WSC, with assistance from the drafting team_as it requests, shall prepare a summary of
the comments received and the changes made to the proposed standard as a result of these
comments. The WSCdrafting-tearm shall summarize comments that were rejected by the
draftingteam\VW SC and the reason(s) that these comments were rejected, in part or whole. The
summary, along with aresponse to each comment received will be posted on the WECC

website within 30 days of the close of the comment periodne-tater-than-the-rextpesting-of-the
proposed standard.

COMMON ATTRIBUTE 15

process manager shall post the proposed standard and |mpl ementatlon pIan for ballot and shall
announce the vote to approve the standard, including when the vote will be conducted and the
method for voting. Once the notice for a vote has been issued, no substantive modifications
may be made to the proposed standard unless the revisions are posted and a new notice of the
voteisissued.

COMMON ATTRIBUTE 16

The standards process manager shall schedule avote by the WECC lead standing committee].
The vote shall commence no sooner than [3015] days and-ne-taterthan{30}-daysfollowing
the issuance of the notice for the vote. Voting shall begin no sooner than [7] calendar days
following the Joint Session of the Standing Committees at which the draft standard was
considered.

COMMON ATTRIBUTE 17

The WECC registered-ballot pool shall consist of Ballot Body entities that have opted to vote
on a specific standard. The ballot poolbedy shall be able to vote on the proposed standard
during a period of not less than 150 business days.




COMMONATTRIBUTE 18

avata’a al Ballot BOdy
members are elrgr bIe to participate in votrng on proposed new standards standard revisions or

standard deletions.

COMMON ATTRIBUTE 19

A weighted majority vote of the Ballot Pool is required for adraft standard to be approved by
the WECC membershlp and Partl Ci patl ng Stakehol dersA-ppreval—ef—tkeprepesed—rngrenat

Abstentr ons and non- responses shaII not count toward the results but wi II be counted in

determining whether a quorum of the Ballot Pool is achieved.

COMMON ATTRIBUTE 20

Under-no-cireumstancesmay-tThe WECC Bboard may only substantively modify the
proposed regional reliability standard in accordance with its backstop authority as authorized

by the WECC Bylaws.

COMMON ATTRIBUTE 21

Once aregional reliability standard is approved by the board, the standard will be submitted to
NERC for approval and filing with FERC and applicable authorities in Canada and Mexico.

COMMON ATTRIBUTE 22

e Open - Participation in the development of aregional reliability standard shall be open
to al organizations that are directly and materially affected by the WECC bulk power
system reliability. There shall be no undue financial barriers to participation.
Participation shall not be conditioned upon membership in WECC, and shall not be
unreasonably restricted on the basis of technical qualifications or other such
requirements. Meetings of drafting teams shall be open to the WECC members and
others.

COMMON ATTRIBUTE 23




e Balanced - The WECC standards devel opment process strives to have an appropriate
balance of interests and shall not be dominated by any two interest categories and no
single interest category shall be able to defeat a matter.

COMMON ATTRIBUTE 24

e Inclusive— Any entity (person, organization, company, government agency,
individual, etc.) with adirect and material interest in the bulk power system in the
WECC area shall have aright to participate by: @) expressing a position and its basis,
b) having that position considered, and c) having the right to appeal .

COMMON ATTRIBUTE 25

e Fair dueprocess— Theregiona reliability standards devel opment procedure shall
provide for reasonable notice and opportunity for public comment. At a minimum, the
procedure shall include public notice of the intent to develop a standard, a public
comment period on the proposed standard, due consideration of those public
comments, and a ballot of Participating Stakeholders.

COMMON ATTRIBUTE 26

e Transparent — All actions material to the development of regional reliability
standards shall be transparent. All standards development meetings shall be open and
publicly noticed on the regional entity’s Web site.

COMMON ATTRIBUTE 27

e Does not unnecessarily delay development of the proposed reliability standard.

COMMONATTRIBUTE 28

Each standard shall enable or support one or more of the reliability principles, thereby
ensuring that each standard serves a purpose in support of the reliability of the regional bulk
power system. Each standard shall also be consistent with al of the reliability principles,
thereby ensuring that no standard undermines reliability through an unintended consequence.

COMMON ATTRIBUTE 29




Whilereliability standards are intended to promote reliability, they must at the same time
accommodate competitive electricity markets. Reliability is anecessity for electricity
markets, and robust electricity markets can support reliability. Recognizing that bulk power
system reliability and electricity markets are inseparable and mutually interdependent, all
regional reliability standards shall be consistent with NERC' s market interface principles.
Consideration of the market interface principles is intended to ensure that standards are
written such that they achieve their reliability objective without causing undue restrictions or
adverse impacts on competitive electricity markets.

COMMON ATTRIBUTE 30

To ensure uniformity of regional reliability standards, aregional reliability standard shall
consist of the elements identified in this section of the procedure. These elements are
intended to apply a systematic discipline in the devel opment and revision of standards. This
discipline is necessary to achieving standards that are measurable, enforceable, and consistent.

COMMON ATTRIBUTE 31

All mandatory requirements of aregional reliability standard shall be within the standard.
Supporting documents to aid in the implementation of a standard may be referenced by the
standard but are not part of the standard itself.

COMMON ATTRIBUTE 32

Applicability Clear identification of the functional classes of entities
responsible for complying with the standard, noting
any specific additions or exceptions.

If not applicable to the entire WECC area, then a clear
identification of the portion of the bulk power system
to which the standard applies. Any limitation on the
applicability of the standard based on electric facility
requirements should be described.

COMMON ATTRIBUTE 33

M easur &(s) Each requirement shall be addressed by one or more
measures. Measures are used to assess performance
and outcomes for the purpose of determining
compliance with the requirements stated above. Each
measure will identify to whom the measure applies
and the expected level of performance or outcomes




required demonstrating compliance. Each measure
shall be tangible, practical, and as objective asis
practical. Itisimportant to realize that measures are
proxies to assess required performance or outcomes.
Achieving the measure should be a necessary and
sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s)
towhich it applies.

COMMONATTRIBUTE 34

Compliance
Monitoring
Process

Defines for each measure:

¢ The specific data or information that is required to
measure performance or outcomes.

e The entity that is responsible for providing the data
or information for measuring performance or
outcomes.

e The process that will be used to evaluate data or
information for the purpose of assessing
performance or outcomes.

e The entity that is responsible for evaluating data or
information to assess performance or outcomes.

¢ The time period in which performance or outcomes
is measured, evaluated, and then reset.

e Measurement data retention requirements and
assignment of responsibility for data archiving.




RELIABILITY PROCESSFORBEVELOPING-AND-APRPROVINGWECC
STANDARDS
DEVELOPMENT PROCEDURES

Introduction

This document explains the WECC process for requesting, announcing,
developing, revising, withdrawing and approving WECC Standards as defined
below (“WECC Standards Process”). The process involves several steps:

e A request to develop a new Standard or revise an existing Standard

e Decision to proceed with development or revision of a Standard and assignment

to a Standing-Committee-and-Subgreup-Drafting Team

Public (including members) notification of intent to develop or revise a Standard

Drafting stage

Posting of draft for public comment

Review of all comments and public posting of decisions reached on each

comment

o WECC Standing-Committee/Participating-StakeholderBallot Body balloting of the
proposed Standard

e Consideration of any appeals

e WECC Board of Directors (Board) decision regarding approval, disapproval or
remand of proposed Standard

e Forwarding proposed WECC Reliability Standards to the ERO

The process for developing and approving WECC Standards includes:

1. Notification of pending Standard change before a wide audience of all
“interested and affected parties”

2. Posting Standard change drafts for all parties to review

3. Provision for gathering and posting comments from all parties

4. Provision for an appeals process — both “due process” and “technical” appeals

The WECC Standing-Committees-haveStandards Committee (WSC) has the
responsibility for developing and balloting WECC Standards. Standing-Cemmittee
chairs-areThe WSC Chair is responsible for ensuring administration of the process and

completion of all Standing-CemmitteeWSC responsibilities. Standing-Committees-are

assisted-by-a-Standards-Request Routing-Committee-and-The WSC is supported by
Subgreupsthe Standing Committees as well as Drafting Teams that draft the Standards;

ensure-the-draft. The WSC, with the support of a Drafting Team and Standing
Committees, ensures the Draft Standard is properly reviewed consistent with WECC
due process requirements, respendresponses have been provided to comments on the
draftDraft Standard, and-reviseor the draftDraft Standard is revised in response to
thesethe comments. Board approval signifies that WECC has adopted the Standard.
WECC staff has the role of tracking the Standard as it moves through the process and
facilitating resolution of issues. In accordance with Section 8.6 of the WECC Bylaws,
interested-stakeheldersParticipating Stakeholders may participate in Reliability
Standard development ardby joining the Ballot Body and may vote atthe-Standing
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Committee-levelelectronically on Reliability-Standards-errevisions-to-Reliability
Standardsa Draft Standard.

WECC Bylaws Controlling

It is the intention of the drafters of the WECC Standards Process that the procedures
described herein be interpreted and applied in a manner that is consistent with the
WECC Bylaws. Should any conflict between this WECC Standards Process and the
WECC Bylaws arise, the WECC Bylaws will control.

Terms

Ballot Body. The Ballot Body consists of WECC members and non-members that
have been determined eligible for the WECC Standard Voting Sectors described in this
Reliability Standards Development Process and in section 8.5.5.2 of the WECC Bylaws.
The Ballot Body consists of the entities that may vote on Regional Criteria and Regional
Reliability Standards, except as otherwise limited by these procedures.

Ballot Pool. The Ballot Pool consists of Ballot Body entities that have opted to vote on
a specific Standard. Quorum for voting on a Standard is based on the Ballot Pool.

Days. All references to days in this document refer to calendar days, except as
otherwise noted in these procedures.

Draft Standard. A Draft Standard includes any proposed new Standards, revisions to

existing Standards, or termination of existing Standards. Draft Standards are
introduced by use of Standard Authorization Requests or the Special Procedures for
Addressing Requlatory Directives, as described in these procedures.

Joint Session. The Joint Session is any collective meeting of the Standing
Committees. Such meetings are generally held in conjunction with the regular meetings
of the individual Standing Committees.

Participating Stakeholder. A Participating Stakeholder as defined in Section
3.2433 of the WECC Bylaws.

Standard. In the context of this document, the term Standard refers to a Regional
Reliability Standard or a cemmercial-Business-Practice—Regional Criterion.

Standard Authorization Request Ferm-(or “SAR"). The form titled WECC
Standards/BusinessPractice-Reqgional Criteria Request Form approved by WECC for
the purpose of requesting a new Standard-ef, a revision to an existing Standard-




existing Standard.

Standing Committee. The Market Interface Commlttee (MIC), Operating Committee
(OC) or Plannlng Coordlnatlon Commlttee (PCC) MJrQ—QG—&neI—FZGG—w#I—eeedeafee

WECC Standards Committee. This committee consists of one representative from
each of the eight Voting Sectors described in Section 8.5.5.2 of the Bylaws and a ninth
member who shall be a member of the WECC Board of Directors. The members of the
WSC shall be appointed by, and serve at the pleasure of, the Board, in accordance with
a charter of the WSC approved by the Board. The chair of the Board shall designate a
member of the Board of Directors to serve as the chair of the WSC. The WSC is
responsible for determining if a Standard Authorization Request is within the scope of
WECC's activities, and overseeing the drafting, comment and voting process for a
Standard. The WSC is responsible for taking actions described in the Special
Procedures for Addressing Regulatory Directives to ensure compliance with directives
issued by the Federal Energy Regulatory Commission (FERC) or Mexican or Canadian
requlatory authorities. The WSC shall also oversee the process for responding to
requests for interpretations of Standards.

! In accordance with WECC Bylaws Section 8.5.4, Membership in WECC'’s Standing Committees is open
to all WECC members.




WECC Standards Voting Sectors. For purposes of voting on Standards, WECC

members and Participating Stakeholders shall vote in the following eight sectors.

1)

Transmission Sector. This sector consists of Western Interconnection

entities reqistered in the NERC compliance registry as transmission
owners, transmission operators, transmission service providers, or
transmission planners;

Generation Sector. This sector consists of Western Interconnection

entities reqistered in the NERC compliance registry as generation owners
or generation operators;

Marketers and Brokers Sector. This sector consists of Western

Interconnection entities reqistered in the NERC compliance reqistry as
purchasing-selling entities.

Distribution Sector. This sector consists of Western Interconnection

entities reqistered in the NERC compliance reqgistry as distribution
providers or load-serving entities;

System Coordination Sector. This sector consists of Western

Interconnection entities reqgistered in the NERC compliance reqistry as
balancing authorities, reserve sharing groups, planning authorities,
resource planners, interchange authorities, and reliability coordinators.
WECC may cast a vote in this sector;

End Use Representative Sector. This sector consists of non-registered

members of WECC Member Class Four;

State and Provincial Representatives Sector. This sector consists of non-

reqgistered WECC members of WECC Member Class Five;

Other Non-Registered WECC Members and Participating

Stakeholders Sector. This sector consists of consultants or other
members of WECC Member Class Seven, or interested stakeholders
who qualify for Participating Stakeholder status but are not reqistered
in the NERC compliance reqistry.

For sectors one through five, Western Interconnection entities that perform functions

outside the United States, that if conducted in the United States would qualify them

for the NERC compliance reqistries included in these sectors, shall be eligible to

vote in the appropriate sector(s), as may be determined by WECC staff.

Each WECC member or Participating Stakeholder shall have a vote that may be

cast in each sector for which the member or stakeholder is eligible as described in

Section 8.5.5.4 of the Bylaws.




Sectors one through five are the reqistered sectors, and the three non-registered
sectors are sectors six through eight. If an entity is eligible for a registered sector,
then that entity may be eligible for more than one reqistered sector. An entity can
only be in one non-reqgistered sector. An entity cannot be in both a reqgistered and a
non-reqistered sector. The first five sectors (1 through 5) shall be in the North
American Electric Reliability Corporation (“NERC™) compliance reqistry, with the
exception for entities that perform functions outside the United States that are
determined eligible for these voting sectors by WECC Staff.

Participating Stakeholders may not vote on Regional Criteria unless the proposed
Regional Criteria could result in sanctions to a non-WECC member.

Normal Process for Standards
Step 1 — Request To Revise or Develop a Standard

Requests to develop, terminate, or revise a Standard will be submitted to the WECC
staff through the use of the WECC Standard Authorization Request Ferm-(“SAR”).
Requesters may be any individual or organization. WECC membership is not a
requirement as long as the requester has an interest in electric system reliability or
commercial business practices in the Western Interconnection.

Step 2 — Standard Authorization Request Validation and Reutirg-Submission to
the WSC

The Standard-ReguestFormSAR will be reviewed for completeness and assigned a
tracking number by the WECC staff. Staff may assist with completing the request, or

report to the Standards-RequestRouting-CommitteeWSC that the reguestSAR is

incomplete and request guidance. When complete, the WECC staff will forward the

requestSAR to the Standards Request Routing Committee. This committeeWSC.
WECC staff will maintain a web-based form that tracks all SARs through the Standard

development process, as well as a Standards development tracking log that is posted
on the WECC website.

The WSC will confer either in person or via conference call within two weeks of receipt
of a completed request to determine whether the request is within WECC's scope.




StandareLeHe\A&enés)—teensuFe#tat—the%ubgFeup#tetudeslf the WSC determlnes

by majority vote, that a SAR is outside the WECC's authority or inappropriate, it will
prepare an explanation and post it on the WECC website. The party that submitted
the SAR, parties subscribing to the WECC standards email list, the Standing
Committees, and Board will all be notified of the posting and its location on the WECC
website. If the WSC decides to reject a SAR at this stage, such decision may be
appealed to the Board in accordance with Step 8.

Upon ascertaining that a SAR is within the scope of WECC's authority and
appropriate, the WSC will select and oversee a Drafting Team formed for the purpose
of drafting a Draft Standard. The WSC shall ensure that the Drafting Team includes a
composite of individuals having the appropriate planning, operations, and market
expertise. Notification of such assignments will be posted on the WECC website and
sent to all parties that subscribe to the WECC standards e-mailemalil list. In addition,
such aSS|gnments will be S|multaneously notlced to NERC The Sabgreupwtkaepm

paFttetpateJrhWSC shaII ensure that the elel+berat|ensSAR prowdes the Draftlnq Team

and WECC a description of the Subgreup-Draft Standard it expects the Drafting Team
to draft, and an explanation as to why the Draft Standard is needed.

Step 3 — SubgreupDrafting Team Begins Drafting Phase and Anneuneceson
WECC-Web-SiteSubmits Draft Standard to WSC

The Subgr:eupDraftlnq Team WI|| begln Worklng on the request at the Subgroup's next
ysDraft Standard

foIIowmg a55|gnment #em_y the Reutmg@emmﬂteewsc as directed by the lead
Standing-CommitteeWSC chair. The WSC shall provide a time period for which the
Drafting Team should complete the Draft Standard. The WSC chair shall designate a
Drafting Team leader who shall be responsible for coordinating the Drafting Team'’s
efforts. Notification of SubgreupDrafting Team meetings will be posted on the WECC
website and sent to all parties that subscribe to the WECC standards e-matemall list at
least 3615 calendar days prior to the meeting. In addition, notification of all
SubgreupDrafting Team meetings will be simultaneously noticed to NERC. These
meetings will be open to interested stakeholders. The Subgreup-chairDrafting Team
will facilitate interested stakeholder participation in the discussion in order to encourage
Subgreup-understanding of the issues and consensus among the meeting participants.
The SubgreupDrafting Team will work to achieve a consensus recommendation. A
consensus recommendation is one that strives to eliminate all well-reasoned
objections, but if the Drafting Team determines that it is not possible to accommodate




all such points of view, it may proceed to provide a recommendation that is supported
by a majority of the Drafting Team members.

Standard requesters have the right, and are encouraged to participate in the
Subgreup-drafting process. Requesters may be called on to provide additional
information, supporting studies, and other information to support the requirements of

the prepesedDraft Standard-errevision{s)-.

All WECC Standards will follow a standard format that refers to the “Responsible
Entities” included in the NERC Functional Model and includes compliance measures
according to the WECC standard template. The drafting-greupDrafting Team will include
definitions for any terms included in the Draft Standard-er+revisien{s) that need to be
added to the WECC glossary.

In the course of its review, the SubgreupDrafting Team:
o—wrll review the prellmlnary technical assessment prowded by the requester—

o may perform or request addltlonal technical studles if necessary—

¢ will complete an impact assessment report as part of its evaluation to assess the
potential effects of the request:;

e may prepare additional supporting documents to support the Draft Standard; and

e may request from the Beard-er-Standing-Committee\WSC additional time to
studydevelop the propesedrequestDraft Standard if the SubgreupDrafting Team
believes it is necessary-te-fully-assess-the propesed-change.

The Drafting Team, upon reaching a determination, by majority vote, on the language

for a Draft Standard, shall submit the Draft Standard to the WSC. The Drafting Team
shall also supply the WSC with the impact assessment report, any additional technical
studies performed, and any other materials that significantly contributed to the Drafting
Team'’s evaluation and drafting of the Draft Standard.
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Step 4 — Draft Standard Posted for Comment

The-Subgroup-willpestthe-first-draft-Upon receiving the Draft Standard from the
Drafting Team, the WSC shall decide whether to: (i) post the Draft Standard provided by

the Drafting Team for comment; (ii) further revise or modify the Draft Standard provided
by the Drafting Team, then post the WSC'’s revision for comment; (iii) return the Draft
Standard to the Drafting Team for further work, as directed; or (iv) terminate the
Standard development activity in accordance with the procedures for rejecting a SAR in
Step 2. A majority (greater than 50 percent) vote of the rew-orrevisedauthorized
membership of the WSC is required to terminate a Draft Standard at this stage. If the
WSC chooses to remand the draft back to the Drafting Team, the WSC chair shall
provide the Drafting Team with the committee’s reason for the remand and provide
further quidance, as necessary.

If the WSC chooses to present the Draft Standard for comment, the WSC shall post the
initial Draft Standard on the WECC website and provide 45 days for comments. Along
Wrth the draft the SubgreupWSC will prepareandpost anthe |mpact assessment report:

avartable—'Fhedraftother supportrnq materlals The Draft Standard erI mclude all

mandatory requirements. In addition, ithe Draft Standard will include measurements,
Violation Risk Factors; (VRFs), and Violation Severity Levels- (VSLs).® Notice of this
posting and a solicitation for comments on the draft will be sent to all WECC members
and all individuals who subscribe to the WECC standards e-mail list. In addition the
notification of posting and solicitation for comments will be simultaneously noticed to
NERC. The WSC may request input from affected parties regarding their estimated cost
to implement the Draft Standard and may use that data to amend an impact
assessment report, which will be posted for comment when it becomes available.

Members of electric industry organizations may respond through their organizations, or
directly, or both. All comments will be supplied electronically and will be posted on the
WECC website.

Step 5 — SubgreupWSC Deliberates on Comments

Subgreup-chairs-areThe WSC chair is responsible for ensuring that comments are
addressed in a timely manner. The SubgreupWSC may further employ and oversee
the Drafting Team for purposes of analyzing and responding to comments. The WSC
will post its response to comments on the WECC website within 30 days of the close
of the comment period. All parties that submit comments are strongly encouraged to
participate in Subgreup\WSC deliberations.

3 Regional Criteria, which are also to be developed under this Procedure, will not contain VRFs of VSLs
which are only necessary for Standards that will be enforceable and for which violations may result in

penalties.
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If the SubgreupW SC determines, by majority vote, any technical comments including
those on the draft or the impact assessment report are significant, it will repeat Steps 3
and 4 as many times as considered necessary by-the-Subgroup-to ensure adequate
opportunity for interested stakeholder input. All interested stakeholders are strongly
encouraged to submit their comments as early in the process as possible. The number

of days for comment on each subsequent revision to the dra#tee#tkeprepesedétandard

majority vote of the SabgreupWSC IS requwed to approve submlttlng the recommended
Draft Standard er—rewsren%s)bto the Standmg@emmltteeuand—llartrerpatmgétakehetder&

Bytaws—and—an%ethe#appheabt&regulateryreqwrementsBallot Bodv for a vote

Balloting results will be documented. Al WSC member dissenting voters, as well as
others participating in the SubgroupW SC deliberations, will be encouraged to provide
dissenting comments and, if possible, specific language that a party believes would
make the Draft Standard acceptable. If the SubgreupW SC vote fails to capture a simple
majority to approve the-submittal to the Standing-Committee-and-Participating
StakeheldersBallot Body for a vote, and there is no apparent way to reach a majority
agreement, the Subgreup\WSC will report to and seek guidance from the Standing
Committee-Chair WECC Board

Step 6 — SubgreupWSC Submits Draft Standard for Standing

Committee/Participating-StakehelderBallot Body Vote_and Ballot Pools Are
Established

The Subgreup’sWSC's final draftDraft Standard-er+evision{s) will be posted on the
WECC website andat least 30 days prior to the commencement of the voting window
and WECC members and Participating Stakeholders who have |0|ned the appropriate

Standing-Committees-and-Participating-StakeheldersBallot Body* will be notified of the

Subgreup’sWSC’s recommendation. The posting will include the final Subgreup-vete;
alWSC member vote, any dissenting WSC member comments, a summary

addressing comments that were not incorporated into the draftDraft Standard, the
impact assessment report and the date-en-period of time during which the Standing
Gemmﬁteeand—Partrerpatmg%takehetdersareBallot Body is scheduled to vote on the
Subgroup’sWSC'’s recommendation.® Notice of the posting also will be sent to the
Standing Committees, all Participating Stakeholders, and the standards e-mailemail

* Each WECC Member and Participating Stakeholder shall be permitted to designate a person who is
authorized to join Ballot Pools for Standards and to either cast a vote within those Ballot Pools or
designate a proxy to cast the vote of the WECC Member or Participating Stakeholder. Each such
designated person shall be provided a user name and password for use in electronically identifying that
entity’s authorization to act within the Ballot Body. The Ballot Body will be renewed every five years as
part of WECC's section 4.9 review.

° The period of time the vote is scheduled shall take into account the next scheduled Joint Session of the
Standing Committees.
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list. In addition, the notification of the posting for ballot will be simultaneously noticed to
NERC.

After posting of the Draft Standard, the Standing Committees shall participate in at least
one Joint Session addressing the Draft Standard. In addition to the Joint Session,
individual Standing Committees may undertake additional discussions or webinars.

The notice shall solicit participants for the Ballot Pool for the final Draft Standard
scheduled for a vote. Members of the Ballot Body choosing to vote on the Draft
Standard shall respond to the WSC'’s solicitation for Ballot Pools within a period
designated by WECC Staff. Responses from Ballot Body members shall indicate within
which WECC Standards Voting Sector(s) the party chooses to vote. Where a WECC
member or Participating Stakeholder is eligible for multiple WECC Standards Voting
Sectors, it may vote in any or all of its eligible sectors as allowed pursuant to the Bylaws
(section 8.5.5.2) and this Reliability Standards Development Process. Based on
responses to the Ballot Pool solicitation, WECC staff shall form the Ballot Pool for a
particular Draft Standard.

Step 7 — Standing-Committee/Participating-StakeholdersBallot Pool Vote on

Recommendation to Board

In accordance with Sections 8.5 and 8.6 of the WECC Bylaws the Standrng—@emmrttee

will vote on the Draft Standard Votrnq shall beqrn at least seven (7) calendar days

following the Joint Session of the Standing Committees at which the Draft Standard was
considered. Voting on Draft Standards shall be via electronic voting administered by
the WECC website, and shall take place over a fifteen (15) business day voting window.
Each WECC member or Participating Stakeholder may cast one vote in each eligible
voting sector. Voters rejecting the Draft Standard will be required to provide an
explanation of their vote. Explanations will be added to the record in order to assist the
WSC'’s and/or the Board’s subsequent consideration of the Draft Standard.*

Fhe-Standing-CommitteeA weighted majority vote of the Ballot Pool is required for a Draft
Standard to be approved by the WECC membership and Participating Stakeholders. Voting
among the WECC Standards Voting Sectors will be weighted as follows:

e For each Sector with ten or more voters, the number of affirmative votes cast shall be
divided by the sum of the affirmative and negative votes cast to determine the
fractional affirmative vote for that Sector. Abstentions, incomplete votes, and non-
responses shall not be counted for the purposes of determining the number of voters
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in the Sector.

e For each Sector with less than ten voters, the fractional affirmative vote of that Sector
shall be multiplied by ten percent (10%) times the number of voters. E.qg., for a
Sector with nine voters, the fractional affirmative vote will be multiplied by ninety
percent (90%). Abstentions, incomplete votes, and non-responses shall not be
counted for the purposes of determining the number of voters in the Sector.

e The sum of the fractional affirmative votes from all Sectors divided by the weighted
number of Sectors voting shall be used to determine if a majority has been achieved.
A Sector shall be considered as voting if any member of the Sector in the Ballot Pool
casts either an affirmative or a negative vote. If there are more than ten voters in the
Sector, the weighting used for the calculation of “weighted sectors voting” shall be
one hundred percent (100%). For Sectors with less than ten voters, the weighting
used for the calculation of the “weighted sectors voting” shall be ten percent (10%)
per voter. Abstentions, incomplete votes, and non-responses shall not be counted
for the purposes of determining the number of voters per Sector.

e A Standard shall be approved by the Ballot Pool if the sum of fractional affirmative
votes from all Sectors divided by the weighted number of voting Sectors is a majority
(i.e. greater than fifty percent (50%)).

A two-thirds (2/3) guorum of the Ballot Pool is required for each vote. Abstentions and
incomplete responses will be counted in determining whether a quorum of the Ballot
Pool is achieved. Quorum shall be based on total number of Ballot Pool members, and
shall not be based on total number of votes cast. If necessary, the voting window may
vote-be extended by the WSC until a quorum is achieved.

After a vote by the Ballot Pool, the WSC will take one of the following actions:

(1) If the Ballot Pool approves a Draft Standard, the WSC shall submit the
recommended Draft Standard to the WECC Board. The WSC shall provide the Draft
Standard, any comments on which the WSC members did not agree, minority opinions
of WSC members, explanations supporting votes in opposition to the Draft Standard,
and the impact assessment for the Draft Standard to the Board for final approval. To be
considered by the Board, any “no” votes by a WSC member on a Draft Standard shall
be accompanied by a text explaining the “no” vote and, if possible, should provide
specific language that would make the Draft Standard acceptable. Relevant voting
information from the Ballot Pool shall be submitted to the Board for its consideration in
determining whether or not to approve the Draft Standard. Final Draft Standards and all
materials provided to the Board will be posted no less than 30 days prior to the Board
vote.® The date of the expected Board vote will also be posted.

(2) If the Ballot Pool rejects a Draft Standard, the WSC may, by a majority vote (greater
than 50 percent of the WSC membership), decide to amend or modify aprepesedthe

initial Draft Standard or revisien{s)}-erremand it back to the Subgroup-to-propese

® WECC Bylaws, Section 7.5.1 — “Except as set forth in Section 7.5.2 regarding urgent business, all
regular business of the Board will occur at the Board meetings, at least twenty-one (21) days’ advance
notice of which has been provided...”
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needed-Drafting Team to amend or modify it. Any amended or modified Draft Standard
must be resubmitted to the Ballot Pool for a vote before the WSC submits the
subsequent Draft Standard to the WECC Board. If the WSC determines by majority
vote (greater than 50% of the WSC members) that the modifications: to the Draft
Standard could be unanticipated by the Ballot Pool or may be controversial, the
amended or modified Draft Standard shall be subjected to an additional Joint Session
discussion prior to voting. The reasons for the modification(s) will be documented,
posted, and provided to the Board. If any changes are made at the Standing
Committee\WWSC meeting, the roll call of votes for and against the propesalsubsequent
Draft Standard and abstentions will be recorded at the meeting, and the Fevlseel
preposalsubsequent Draft Standard will be posted for 10 days for comments.”- The

comments will be posted and dlstnbuted to the Stanémg—@mn#uﬁee—&nd—?&merpanng

p#eweled—m&ep—gBallot Pool and WI|| be made avallable prior to any subsequent rounds
of voting. Unless otherwise directed by the WSC, the Ballot Pool for subsequent votes
on a Draft Standard shall consist of the same parties.




(3) If the Ballot Pool rejects a Draft Standard, the WSC may allow the Draft Standard to
terminate.

Step 8 — Appeals Process

Appeals-are-available-atvariouslevelsRequests for reconsideration of the-Standards

Appeals-of SubgroupWSC decisions,-reluding Routing-Committee-decisions; may be
made to a-Standing-Committee-and-Participating-Stakeholdersthe WSC. The Standing
GemmttteeWSC WI|| post its f|nd|ngs The subsequent rejectlon of such an—appeal—by—a

Gemm&tee—&nd—P&rHetpanngét&kehelderA Draft Standard recommended by the WSC
may be appealed on either technical or due process grounds. Any due process or

technical appeals must be submitted, in writing, to the WECC staff within 15 days of the
date the Standing-Cemmittee\WSC posts a recommendation.




An appeal to the Board shall be posted on the WECC website and shall be heard at the

Board’s next reqularly scheduled meeting occurring at least 21 days after the appeal is
filed.

Step 9 — Board Approval

The WECC Board of Directors will consider the proposed Draft Standard er+evision{s)
no later than at its next meeting occurring at least 30 days after the lead-Standing
CommitteeBallot Pool vote. The Board will consider the Standing-Cemmittee’sWSC’s
recommendations and minority opinions, all comments that were not incorporated into
the draft Standard or revision(s), and the impact assessment report;-and-inputs-from-the
Bue-Process-and Technical- Appeals-Committees.. The Board will not amend or modify
a prepesedDraft Standard, except to make nonmaterial changes to the language of a
Standard or revision thereto. If approved, the Standard will be posted on the WECC
website and all parties notified.

If the rew-er-medifiedDraft Standard is not approved, the Board may return the Draft
Standard to the Standing-Committee-and-Participating-StakeholdersWSC for further

work, or the Board may terminate the Standard activity with an appropriate notice and

explanation to the StandardSAR requester, Standing-CommitteeWSC, and Participating
Stakeholdersparticipants in the Ballot Pool. These Board actions will also be posted.

A majority vote of the Directors present at a Board meeting, as specified in
SectionSections 7.2 and 7.24.1 of the WECC Bylaws, is required to approve the

recommended Standard-er+revision{s)-.

Step 10 — ERO Review, FERC Approval and Implementation of Reliability
Standards

To the extent required under Section 215 of the Federal Power Act, 18 C.F.R. Part 39,
and according to procedures established in the delegation agreement between WECC
and the Electric Reliability Organization (“ERQ”), the Board shall submit new Reliability
Standards-and, revisions to_existing Reliability Standards, and terminations of existing
Reliability Standards for review by the ERO and approval by FERC. Upon approval by
FERC, the Reliability Standards will be made part of the body of NERC reliability
standards and enforced upon all applicable bulk power system owners, operators, and
users within the WECC region. Parties’ right to participate in the ERO and FERC review
processes shall be as established in the applicable regulations and the ERO/WECC
delegation agreement. Reliability Standards subject to ERO review shall become
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effective as approved by FERC or, for entities outside of the U.S. portion of the Western
Interconnection, upon approval by the applicable Canadian or Mexican authorities.

Step 11 — Implementation of Standards Not Subject to ERO/FERC/Other Approval

All new and modified Standards not subject to ERO review and FERC, Canadian or
Mexican approval as provided in Step 10 shall become effective as ordered by the
WECC Board. As of the effective date of such new or modified Standard, all industry
participants in the Western Interconnection that such Standard is applicable to are
expected to implement and abide by the Standard. Any and all parties to this Process
retain the right of appeal to other authorities as the law allows.
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Expedited Process for Urgent Action Interim Standards

In cases requiring urgent action, such as in the development of emergency operating
procedures, theany Standing Committees andor Participating Stakeholders may
propose a new or modified interim Standard for approval by the WECC Board through a
process that eliminates any or all of the steps outlined above, but only to the extent
necessary, and only in a manner that is consistent with the WECC Bylaws. Such interim
Standard shall be replaced by a Board-approved permanent Standard, developed using
all the steps identified in this document within one year (or such additional time as may
reasonably be required to complete all steps) from the date on which the WECC Board
approved the interim standard. An interim Standard may be converted to a successor
permanent Standard as long as any procedural steps bypassed in developing the
interim Standard are completed with respect to the permanent Standard. If necessary,
the Board may renew an interim Standard to allow additional time for the development
of a successor permanent Standard. Renewal may occur more than once, but a good
faith effort must be made to develop a successor permanent Standard.

Interpretation of Regional Standards and Regional Criteria

Any entity may request an interpretation of a Standard by sending a request through the
WECC web portal identifying the Standard and requirement or requirements for which
additional clarity is sought. The request shall indicate the material impact to the
requesting entity or others caused by the actual or potential lack of clarity. An
interpretation is limited to clarifying existing requirements in approved Standards.
Interpretations may not be developed that expand upon a requirement or that provide
guidance on how to apply a requirement.

The WECC Staff shall review the request for clarity and completeness and shall work
with the requestor to clarify the request or complete any missing elements of the
request if needed. The WECC Staff shall forward the request to the WSC. If the WSC
believes that the request is intended to change a requirement or is seeking feedback on
how to apply a requirement, rather than interpret the requirement, the request shall be
denied and returned to the requestor with an explanation. If denied, the requestor shall
be advised of the appeals process.

Within 21 days of receiving the request, the WSC Chair shall assemble an Interpretation
Drafting Team (IDT) with the relevant expertise to address the clarification. The IDT
should include members from the original Standard Drafting Team to the extent
possible, and may be supplemented as deemed appropriate by the WSC Chair, but
shall not contain any members representing the entity that submitted the request.

As soon as practicable, but not more than 45 calendar days after the WSC assembles
the IDT, the IDT shall draft a written interpretation to the Standard providing the
requested clarity. The interpretation shall be posted for a 30-day formal comment
period. The IDT shall then have 15 days to respond to the comments and to make any
changes to the interpretation. The IDT shall reach a determination on the language for
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an interpretation by majority vote of the IDT. The IDT shall then return the interpretation
to the WSC which shall then post the interpretation for another 30 days to give entities
time to review the interpretation prior to a Ballot Pool vote. Notice of this posting will be
sent to the Ballot Body, and the notice shall solicit participants for the Ballot Pool for
voting on the interpretation. After posting of the interpretation, the Standing Committees
shall participate in at least one Joint Session addressing the interpretation. Voting on
the interpretation shall be consistent with the guorum and weighted voting procedures
explained in Step 7 of these Reliability Standards Development Procedures. Use of a
conference call or web meeting and electronic or email balloting is encouraged to
shorten the interpretation process. If the interpretation is approved by a weighted
majority of the Ballot Pool, the WSC shall forward the interpretation to the WECC Board
of Directors for approval. If the Ballot Pool rejects the interpretation, the WSC shall
notify the requestor. The WSC shall also ask the IDT to provide a revised interpretation.

Interpretations of Regional Standards shall be submitted to NERC for processing with a
request that the interpretation be adopted by the NERC Board of Trustees and then filed
for approval with FERC and applicable Governmental Authorities in British Columbia,
Alberta and Mexico.

For entities operating in the United States, once the interpretation of a Regional
Standard is approved by FERC, the interpretation shall become effective and shall be
appended to the Standard. For entities outside of the U.S. portion of the Western
Interconnection, interpretations shall become effective for these entities only upon
approval by the appropriate Canadian or Mexican requlatory authority. The
interpretation will remain appended to the Standard until such time as the Standard is
revised through the normal process incorporating the clarifications provided by the
interpretation.

Special Procedures for Addressing Requlatory Directives

If the Board determines that the WECC Standards Process did not result in a proposed
Draft Standard that addresses a directive issued by the FERC or by a Mexican or
Canadian requlatory authority (Applicable Regulatory Authority), hereinafter, “requlatory
directive,” then the Board shall have authority to take certain actions to ensure that a
Draft Standard responsive to the regulatory directive is drafted, approved and/or
submitted to the Applicable Regulatory Authority.® The Board shall have the authority to
choose which one or more of the actions set out below are appropriate to the
circumstances and need not take these actions in sequential steps.

1. Board Remand to the WSC after an Affirmative Vote of the Ballot Pool. If the Board
is presented with a Draft Standard that fails to address a regulatory directive, the Board
may remand to the WSC the proposed Draft Standard with instructions (including
establishing a timetable for action).

° The procedures in this section, “Special Procedures for Addressing Regqulatory Directives,” only apply to
draft Regional Reliability Standards.
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2. Board Remand to WSC for Additional Public Consideration and Re-ballot. Upon a
written finding by the Board that a Ballot Pool has failed to approve a Draft Standard
that contains a provision to address a specific matter identified in a regulatory directive,
the Board has the authority to remand the Draft Standard to the WSC with instruction to
(i) convene a public technical conference to discuss the issues surrounding the
regulatory directive, including whether or not the Draft Standard is just, reasonable, not
unduly discriminatory or preferential, in the public interest, helpful to reliability, practical,
technically sound, technically feasible, and cost-justified; (i) working with WECC staff,
prepare a memorandum discussing the issues, an analysis of the alternatives
considered and other appropriate matters; and (iii) re-ballot the Draft Standard one
additional time, with such adjustments in the schedule as are necessary to complete a
re-ballot of the Draft Standard within forty-five (45) days of the remand. The WSC
memorandum shall be made available to the Ballot Pool in connection with the re-ballot.
In any re-ballot, negative votes without comment shall be counted for purposes of
establishing a quorum, but only affirmative votes and negative votes with comments
related to the Draft Standard shall be counted for purposes of determining the number
of votes cast and whether the Draft Standard has been approved by the Ballot Pool.

3. Affirmative Vote upon Re-ballot of Draft Standard. If the re-balloted Draft Standard
achieves an affirmative majority vote of the Ballot Pool, with a quorum established, then
the Draft Standard shall move to the Board for approval.

4. Negative Vote upon Re-ballot of Draft Standard. If the re-balloted proposed Draft
Standard fails to achieve an affirmative majority vote of the Ballot Pool, or if a quorum is
not established, then the Board has the authority to consider the Draft Standard for
approval pursuant to the following:

(i) The Board shall issue notice of its intent to consider the Draft Standard and
shall solicit written public comment particularly focused on the technical aspects
of the provisions of the Draft Standard that address the specific matter identified
in the regulatory directive, including whether or not the Draft Standard is just,
reasonable, not unduly discriminatory or preferential, in the public interest, helpful
to reliability, practical, technically sound, technically feasible, and cost-justified.

(ii) The Board may convene a public technical conference to receive additional
input on the matter.

(iii) After considering the developmental record, the comments received during
balloting and the additional input received under (i) and (ii), the Board has
authority to act on the Draft Standard. If the Board finds that the Draft Standard
is just, reasonable, not unduly discriminatory or preferential, and in the public
interest, considering (among other things) whether it is helpful to reliability,
practical, technically sound, technically feasible, and cost-justified, then the
Board has authority to approve the Draft Standard and direct that it be filed with
the Applicable Reqgulatory Authority with a request that it be made effective. If
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the Board is unable to find that the proposed Draft Standard is just, reasonable,
not unduly discriminatory or preferential, and in the public interest, considering
(among other things) whether it is helpful to reliability, practical, technically
sound, technically feasible, and cost-justified, then it has authority to direct that
the Draft Standard and complete developmental record, including the additional
input received under (i) and (ii), be submitted to the Applicable Regulatory
Authority, as a compliance filing in response to the order giving rise to the
regulatory directive, along with a recommendation that the Draft Standard not be
made effective and an explanation of the basis for the recommendation.

5. Board Approval or Rejection of a Draft Standard Prepared by the WSC or WECC
Staff and Not Balloted. Upon a written finding by the Board that the WSC has failed to
develop, or a Ballot Pool has failed to approve, a Draft Standard that contains a
provision to address a specific matter identified in a requlatory directive, the Board has
the authority to direct the WSC (with the assistance of stakeholders and WECC staff) to
prepare a Draft Standard that addresses the requlatory directive, taking account of the
entire developmental record pertaining to the matter. If the WSC fails to prepare such
Draft Standard, the Board may direct WECC management to prepare such Draft
Standard. As part of this process, the Board may convene a public technical
conference to receive input on the matter. The Draft Standard shall be posted for a
forty-five (45) day public comment period. After considering the entire developmental
record, including any comments received during the public comment period, the Board
may do one of the following:

(i) The Board may find that the Draft Standard, with such modifications as the
Board determines are appropriate in light of the comments received, is just,
reasonable, not unduly discriminatory or preferential, and in the public interest,
considering (among other things) whether it is practical, technically sound,
technically feasible, cost-justified and serves the best interests of reliability of the
bulk power system. In this case, the Board has the authority to approve the Draft
Standard and direct that the proposed Standard be submitted to the Applicable
Regulatory Authority with a request that the Draft Standard be made effective.

(i) The Board may be unable to find that the Draft Standard is just, reasonable,
not unduly discriminatory or preferential, and in the public interest, considering
(among other things) whether it is practical, technically sound, technically
feasible, cost-justified and serves the best interests of reliability of the bulk power
system. In this case, the Board has the authority to direct that the Draft Standard
and the complete developmental record be filed as a compliance filing in
response to the requlatory directive with the Applicable Regulatory Authority, with
a recommendation that the Draft Standard not be made effective.

WECC shall on or before January 31st of each vear file a report with the FERC on the
status and timetable for addressing each outstanding directive to address a specific
matter received from FERC.
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Agenda ltem 10
Board of Trustees Meeting
November 3, 2011

Spare Equipment Database

Action
Endorse the Special Report: Spare Equipment Database System and the implementation of the
Spare Equipment Database (SED) program in the first quarter of 2012.

Summary and Background

The Special Report: Spare Equipment Database System provides a platform for the re-
development of a voluntary industry-wide SED, initially focused on providing an inventory of
critical transmission and generator step-up (GSU) transformer spares managed by North
American bulk electric system Transmission and Generation Owners. The SED was initiated as
part of the ESCC’s Critical Infrastructure Protection Roadmap® and is a function of NERC's
Technical Committee’s Critical Infrastructure Strategic Initiatives Coordinated Action Plan.” The
report was developed through an industry-wide group, the SED Task Force reporting to the
Planning Committee. The report was endorsed by the NERC Planning, Operating and Critical
Infrastructure Protection Committees in September 2011.

As described in the Report, SED will be based on five principles:

e SED participation will be voluntary for all NERC registered Transmission Owners (TOs)
and Generator Owners (GOs), whether or not they have available spare equipment.

e SED’s content will be long-lead time transformer spares for transmission and GSU
transformers. Collected data for each spare will be limited to essential equipment
characteristics and contact information.

e SED’s timeline has been accelerated with a start date in the first quarter of 2012.

e SED will be operated as a confidential and secure database. All SED participants will be
required to sign a confidentiality agreement that outlines their responsibilities.

e SED use and release will be automated and monitored to facilitate timely
communications between those who need long-lead time equipment damaged by High
Impact, Low Frequency (HILF) events and those equipment owners who may be able to
share existing spare equipment.

This database is not meant to replace or supersede any existing transformer sharing
agreements, or other neighboring, or regional utility arrangements. The SED is primarily a tool
that will be populated and managed by NERC and participating organizations to facilitate timely
communications. Further, the SED will aid the assessment of HILF scenarios. Participating
organizations will follow defined guidelines, outlined in a signed confidentiality agreement, to
identify the spare equipment included in the database.

! http://www.nerc.com/docs/escc/ESCC Critical Infrastructure Strategic Roadmap.pdf
*http://www.nerc.com/docs/ciscap/Critical Infrastructure Strategic Initiatives Coordinated Action Plan BOT Apprd 11-2010.pdf
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Agenda ltem 11
Board of Trustees Meeting
November 3, 2011

Bulk Electric System (BES) Definition Project

Action
Review

Project Scope

The Commission has established a filing deadline of January 25, 2012 for all portions of the
project which include the definition of BES so that it encompasses all elements and facilities
necessary for the reliable operation and planning of the interconnected bulk power system and
additional directives including the retention of the radial exclusion, the elimination of regional
discretion which exists in the current definition and the development of a process for identifying
any elements or facilities that should be excluded from the BES.

This project includes several work products which have been developed in parallel to meet the
January 25 deadline:

e A revised Bulk Electric System definition developed by the Project 2010-17 Definition of
Bulk Electric System standards drafting team (SDT) (Project 2010-17 SDT).

e A BES definition Implementation Plan also developed by the Project 2010-17 SDT.

e A new Appendix 5C to NERC's Rules of Procedure that addresses the process for
requesting BES exceptions, drafted by NERC staff and an industry stakeholder team
drawn from BES Standards Drafting Team nominees.

e An application form titled Detailed Information to Support an Exception Request which
identifies potential forms of evidence that can be utilized to support the exception
request. This form is referenced in the Rules of Procedure Exception Process and was
developed by the Project 2010-17 Standard Drafting Team (SDT).

Current Status

The proposed definition of BES and its implementation plan were posted for a 45-day concurrent
posting (formal comment period and initial ballot) until October 10, 2011, as was the draft
application form Detailed Information to Support an Exception Request.

The initial ballot of the BES definition achieved a quorum of 92.97 percent and weighted ballot
pool approval of 71.68 percent. The initial ballot of technical principles required to support a
request for a BES exception achieved a quorum of 89.53 percent and a weighted ballot pool
approval of 64.03 percent.

The definition includes a default threshold of 100 kV augmented by a list of five categories of
facilities that are included in the BES and a list of four categories of facilities that are excluded
from the BES. In addition, the drafting team has clarified what is meant by ‘radial’ and drafted a
specific exclusion for local networks serving a distribution function. The definition was designed


http://www.nerc.com/filez/standards/Project2010-17_BES.html�
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to create a “bright line” definition of facilities to be included as part of the BES that can be
consistently applied across North America.

The draft Rules of Procedure Exception Process is posted for comment through October 27,
2011. This is being processed following the NERC procedure for making a change to the Rules of
Procedure (described in Section 1400 of the NERC Rules of Procedure).

Standard Development Project Subdivided Into Two Phases

During the initial posting of the draft BES definition for industry comment, the Project 2010-17
SDT received many suggestions that fall outside the narrow scope of the regulatory directives in
FERC Order No. 743 (as clarified in Order No. 743-A). The following is a list of the areas of
concern already identified by the SDT members and stakeholders through the standard
development process:

e 100 kV bright-line voltage threshold

e Thresholds for generation resources

e Reliability benefit of a contiguous BES

e Points of demarcation between transmission, generation, and distribution
e Scope of equipment supporting reliable operation of the BES

e Relationship between BES definition and ERO Statement of Compliance Registry Criteria

The Project 2010-17 SDT and NERC staff believe these suggestions deserve serious consideration
and fall within the scope of the current project. The SDT initially thought it could address a
number of the above suggestions within a project schedule that would meet the Order No. 743
filing deadline of January 25, 2012. However, upon consideration of policy input and direction
received from the Member Representatives Committee and the NERC Board of Trustees, the
Project 2010-17 SDT quickly determined that developing an adequate technical justification for
these additional revisions to the BES definition was highly unlikely in the time frame established
by Order No. 743.

The SDT recognizes its obligation to fully respond to both FERC regulatory directives, address all
stakeholder concerns, and produce a fully-supported technical justification for the proposed
definition, while meeting regulatory expectations for a timely filing. After consideration of policy
direction from the Member Representatives Committee and the NERC Board of Trustees and
consultation with NERC staff, the SDT concluded that seeking a time extension at this time is not
a viable alternative for three reasons:

e NERC has to demonstrate that it can work effectively, using its standard development
process, to address tough reliability issues in a timely manner. A request for an extension
may be perceived as a failure of NERC to work with stakeholders to solve complex
reliability issues in a timely manner.


http://www.nerc.com/fileUploads/File/Rules_of_Procedure/NERC_Rules_of_Procedure_EFFECTIVE_20110825_without_appendices.pdf�

e If arequest for an extension were requested, FERC is not under any obligation to respond
within any specific timeframe, and may not respond before the documents must be
submitted; the drafting team has to proceed without delay to meet the January 25, 2012
filing deadline.

e There is not sufficient technical information immediately available to support resolution
of the issues raised by stakeholders and identified above. Developing that information
will take time. To build a defensible case for adoption for some of the proposals, a
significant effort is needed to collect information from stakeholders and then analyze
that information and develop specific proposals. A firm technical foundation is essential
to the success of any proposal that would change current practice. Before submitting a
proposal to approve a new threshold for generator resources, for example, NERC must
produce strong evidence that changing the threshold will not adversely impact reliability.

A link to the Reliability Standards Plan and history and files is included here for reference:

Definition BES:
http://www.nerc.com/filez/standards/Project2010-17 BES.html

Definition BES Rules of Procedure:
http://www.nerc.com/filez/standards/Rules of Procedure-BES.html

If trustees have questions or need additional information, they may contact Herb
Schrayshuen at herb.schrayshuen@nerc.net.
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Status of Action Items from NERC Three-Year ERO Performance Assessment

Action
None.

Summary

Below are summaries of some of the more significant developments in each NERC program
area since the March 16, 2011 report to the board, “Progress in Implementing Specific NERC
Actions from the Three-Year ERO Performance Assessment.” NERC plans to produce a final,
year-end report for presentation to the board at its February 2012 meeting.

Reliability Standards

Prioritizing Standards — NERC is continuing to use the prioritization process for the 2012-2014
Reliability Standards Development Plan (RSDP). In 2011, the standards program revised its
prioritization tool to allow for more discrete consideration of various criteria during the project
prioritization effort. Projects in the 2012-2014 RSDP have been evaluated in terms of Reliability,
Time Sensitivity, and Practicality. An initial review of cost considerations in relative terms has
been examined as well, based on the subjective opinions of the members of the Standards
Committee. Additionally, the projects have been included in a risk-based work plan, which
takes into account industry resource availability (by limiting the number of projects active in
any one subject matter area at the same time) and other logistical considerations. The
proposed schedule of start dates for projects in 2012 through 2014 takes into account all of the
foregoing considerations, and it is included in the RSDP being presented at the November 2011
meeting of the Board of Trustees.

Engagement with Federal Energy Regulatory Commission (FERC or Commission) staff on U.S.
filings — In addition to meeting with staff of FERC’s Office of Electric Reliability for pre-filing
meetings, NERC representatives are also meeting with the staffs of various Commissioners
regarding high profile filings.

FERC Directives — NERC processes directives pursuant to its Rules of Procedure. Specifically,
when a regulatory order or rule is issued, that order or rule is reviewed and any directives
therein related to standards development are added to the NERC Standards Issues Database.
NERC then seeks to associate each directive with a specific standard. Standards and their
associated regulatory directives are then prioritized for revision using the RSDP, as described
above. Since NERC was certified as the Electric Reliability Organization (ERO), FERC has issued
44 orders containing approximately 655 directives related to NERC reliability standards. In
2011, NERC developed the “NERC Standards Report, Status and Timetable for Addressing
Regulatory Directives,” which will be filed annually with the Commission on or before March 31
of each year in accordance with Section 321.6 of the NERC Rules of Procedure (Rule 321) that
was approved by FERC on March 17, 2011.



Rapid Development Process — The standards project on protection system misoperations used
a "rapid development" process to initiate the project. This involved a small team tasked with
developing the starting point for a full standard and associated Standard Authorization Request
(SAR) in order to present the standards development process with a 90 percent completed
solution as a starting point. In the case of the misoperations project, a small team of
professionals was formed and provided detailed training and coaching on results-based
standards and how the team fit within the process. The team was asked to develop the SAR
and the first draft of the standard. This small team included a NERC attorney and a contract
technical writer who helped draft requirements and language based on team discussions. All
meetings of this team were held in NERC's Atlanta office. The team developed the SAR and
standard and submitted them concurrently, after which a larger team was created to continue
their work. That team was also given training and coaching on results-based standards and
how the team fit within the process. At the time of writing, this project is still underway but
somewhat behind schedule.

Rapid Revision Process — The Interpretation of MOD-028 R3.1 is in the process of using a "rapid
revision" process to address a narrowly focused reliability standard deficiency. In this case, a
stakeholder identified a case where a requirement seemed to indicate an obligation unintended
by the drafting team. A small team made up of members of the original standard drafting team
was assembled, and the team proposed modification to R3 to address the concern. The team
submitted a SAR concurrent with the changes to the standard, and it is expected that the
process will result in a revised standard that was modified using the normal standards
development process, eliminating the need to follow-up with additional standard activity. At
the time of writing, this project is still underway.

Organization Registration and Certification

Registration and Certification Training — NERC has conducted a number of training webinars
and workshops on the registration and certification process for Regional Entities and the
industry, which were open to applicable governmental authorities. These training webinars are
posted on the NERC website. A separate presentation that was focused solely on registration
options, including Joint Registration Organization (JRO), Coordinated Functional Registration
(CFR), and use of other duly executed legal agreements, was developed and presented to the
industry via a webinar on September 9, 2011 and will be used in future compliance workshops
at both the NERC and Regional Entity levels. NERC has also provided guidance to the industry
and the Regional Entities regarding various registration options as it relates to delegation of
reliability tasks in NERC Compliance Public Bulletin #2010-004 Guidance for Entities that
Delegate Reliability Tasks to a Third Party Entity. NERC has also provided a webinar to the
Regional Entities and the industry regarding how to complete a sample matrix of functional
tasks and responsibilities related to a given registration.

Threshold Criteria for Registration — The processes and procedures for the Multi-Regional
Registered Entity (MRRE) pilot program have been completed and the pilot program
implemented. While processing selected entities through the pilot program, some



jurisdictional and enforcement issues were identified. NERC is continuing to work on the MRRE
with the applicable Regional Entities.

Compliance Monitoring and Enforcement

Compliance Guidance — NERC has been: 1) posting Compliance Application Notices (including
draft documents), Compliance Analysis Reports and Case Notes on the NERC website, 2)
providing email notifications for activity on the website for these communication vehicles, 3)
conducting webinars and workshops for industry, and 4) discussing the use of these
communication vehicles at quarterly meetings with industry trade organizations. In addition, in
September 2011, NERC began posting public information on dismissals.

NERC posted a revised compliance audit report procedure and report templates to address
several areas for improvement, including the requirement to list the specific evidence the audit
team used in determining compliance. The audit report template is scheduled for another
review during the fourth quarter of 2011. The Compliance Monitoring Process Working Group
(CMPWG) plans to review and provide suggested improvements to the audit report template
for the purpose of providing more useful examples and guidance to the registered entities.

Compliance Enforcement Initiative — NERC and the Regional Entities are employing a more
comprehensive and integrated risk control strategy that differentiates and addresses
compliance issues according to their significance to the reliability of the bulk power system
(BPS). In addition, NERC and the Regional Entities are increasing the utilization of their inherent
enforcement discretion in the implementation of compliance and enforcement activities.

This new initiative is not about whether Possible Violations should or will be addressed. In all
cases and regardless of the filing format, such matters are expected to be found, fixed, tracked
and reported to the Regional Entities, NERC and the Commission. Lesser risk issues that have
been corrected will be presented as Remediated Issues in a Find, Fix, Track and Report (FFT)
spreadsheet format that will be submitted to FERC in an informational filing on a monthly basis.
More serious risk violations will be submitted in a new Spreadsheet Notice of Penalty (NOP) or
Full NOP, as warranted. On September 30, 2011, NERC submitted a filing setting forth its
compliance enforcement initiative and new reporting mechanisms and also submitted the first
FFT informational filing and the first Spreadsheet NOP.

Auditor Training — NERC conducted two ERO auditor workshops, one in February 2011, with 88
percent of the Regional Entity auditors in attendance, and a second on September 20. Regional
Entity audit staffs responsible for auditing compliance with both Order No. 693 standards and
CIP standards attended the February 2011 workshop. NERC plans to continue this program
going forward and has scheduled two more ERO auditor workshops for 2012. In 2011, NERC
started developing an ERO Auditor Certification Program that will include elements for initial
auditor training, continuous auditor training, and focused auditor training. Additionally,
training is conducted twice a year for investigative personnel in the Regions. Additional
information and compliance guidance is available to ERO personnel on the NERC website,



including Reliability Standard Audit Worksheets (RSAWSs), Compliance Application Notices,
Compliance Analysis Reports and Case Notes.

NERC began development in 2011 on two significant compliance personnel training initiatives:
Auditor Training and Auditor Reference Guide for Compliance Application. Auditor Training is
planned to include various media including classroom education, on-line materials and web-
based training, and will create a hierarchy of auditor expertise levels, allowing auditors of the
highest expertise to exercise enforcement discretion. The Auditor Reference Guide for
Compliance Application is planned to provide both an on-line reference guide for how auditors
are to assess compliance for each family of reliability standards, and a web-based training
module for each family of reliability standards. These tools will provide one location for
compliance application information and be updated as needed to include answers to current
compliance application questions. As such, these will ultimately replace the RSAWs and the
Compliance Application Notices.

Improving RSAWs — RSAWs are continuously prioritized and reviewed for updates and
improvements as appropriate. Further refinements and the addition of more information in
the RSAWs to facilitate compliance are planned in 2011 and 2012. Future enhancements
include converting the RSAWSs from MS Word documents into a database and then linking them
to the reliability standards database. RSAWs are developed based on changes to the Actively
Monitored Reliability Standards list (AML). The developments and revisions are performed as
an ERO effort that includes input from the eight Regional Entities via the Compliance
Monitoring Process Working Group (CMPWG).

Audit Process Improvements — Revisions to the post-audit questionnaires are on the agenda
for the CMPWG the fourth quarter of 2011. Compliance Operations, specifically the Audit
Assurance and Oversight (AAO) department, reviews its processes for enhancement including
the addition of references to the U.S. Government Accountability Office (GAQ) Standards. AAO
has enhanced its audit observation process and is developing new processes for tracking
Regional Entity implementation of the CMEP and Regional Delegation Agreements (RDAs). AAO
developed a Risk-Based Compliance Monitoring approach for 2011 and has made substantial
changes to address risk-based compliance monitoring in 2012.

In addition, the 2012 CMEP Implementation Plan includes a set of reliability standards that
were selected based on the initiative to develop a risk-based approach for compliance
monitoring. A substantial change to the 2011 risk-based compliance monitoring is the
introduction of a three-tiered approach to compliance auditing. The implementation plan also
requires Regional Entities to conduct a registered entity assessment, including an analysis of a
registered entity’s compliance history and internal compliance program, when determining the
scope of compliance monitoring activities.

Compliance Data Retention — The Compliance Process Bulletin #2011-001 “Data Retention
Requirements” posted on May 20, 2011 superseded the 2009-005: “Current In-Force Document
Data Retention requirements for Registered Entities.”



Event Analysis and Information Exchange

Event Analysis Process Document — The latest version of the process document is planned for
review and endorsement by the NERC Operating and Planning Committees and approval by the
NERC board in February 2012. The document includes specific analysis threshold criteria.
Revisions to the Rules of Procedure with respect to Event Analysis also are planned for board
approval in February 2012.

Staffing — The two open positions in Event Analysis and Investigations have been filled with one
person having cause analysis expertise and the other with human performance expertise.

Cause Analysis Training — The newly developed cause analysis training program was delivered
once in September and second class is scheduled to be delivered in the fourth quarter of 2011.

Reliability Assessment

Improve Granularity; Support Assumptions and Conclusions — NERC has increased granularity
on data and information collected towards operating areas, rather than Regional Entities. This
has increased the visibility of resource assessments for operating areas, such as Independent
System Operators/Regional Transmission Organizations that cross multiple regional entity
boundaries. Also, developed more consistency throughout assessment reports whereby
conclusions are supported by operating regional assessments

Avoidance of Policy Positions — NERC evaluates the impacts of policy, such as environmental
regulations, but does not take policy positions on those policies.

Scenario Assessments — NERC will review in 2011 a high demand case, and use the NERC
projects as a reference case for two 2010 Special Reliability Scenario Assessments: Resource
Adequacy Assessment of Potential U.S. Environmental Regulations, and Potential Reliability
Impacts of Swift Demand Growth after a Long-Term Recession.

Performance Analysis and Metrics

Risk Performance Analysis — The Reliability Metrics Working Group (RMWG) will be submitting
its first foundational report, titled “Risk to Reliability Performance” that will provide a
consolidated view of risk measurements to NERC’s b in 2011.

Integrated Reliability Metrics — Reliability metrics webinars and meetings are ongoing in 2011
and endorsement by the Planning and Operating Committees will be requested in the first
quarter of 2012.

Critical Infrastructure Protection
Critical Cyber Asset Identification — NERC developed and delivered one industry webinar on
September 1, 2011, presenting the Critical Cyber Asset Identification Guideline. An additional



webinar is scheduled for November 18, 2011, on “Implementing an Electronic Security
Perimeter Where None Has Existed Before.”

CIP Auditor Workshops — NERC conducted four auditor workshops in 2011 that had CIP-specific
components. The ERO Auditor workshops in February and September attracted a majority of
CIP auditors, and included information pertinent to all ERO auditors, as well as breakout
sessions with special emphasis on CIP compliance issues. In addition to the ERO Auditor
workshops, the Critical Infrastructure Division (CID) also sponsored two workshops geared
specifically for CIP auditors. The first CID-sponsored workshop was held on June 28 and the
second CID-sponsored workshop was held on September 22-23. The CIP issues addressed
during the workshops arose from recommendations from NERC staff as well as suggestions
from Regional auditors, and included topics such as case studies, audit consistency,
interviewing skills, writing data requests, and audit report writing skills.

FERC Order No. 706 Directives — The Drafting Team has completed its work to address all
remaining identified directives in FERC Order No. 706 and the order accepting the “ports and
services” interpretation to CIP-006. The standards are undergoing NERC Quality Review (QR)
during October 2011. Drafting Team responses to the NERC QR comments should be
completed by the end of October, and followed by posting in early November. The current
schedule anticipates: industry ballot approval by June 2012; NERC board approval in August
2012; and filing with FERC and other applicable governmental authorities in September 2012.

TFE Procedure and Reporting — NERC finalized the TFE procedure, which the NERC board and
FERC approved as Appendix 4D to the NERC Rules of Procedure. The current version of
Appendix 4D took effect on April 12, 2011, and has guided the day-to-day administration of the
ERQ’s TFE program, as well as tracking and reporting of TFE data. The first TFE report to FERC
covered the period from January 1, 2010, to June 30, 2011, and was filed with FERC on
September 28, 2011. The TFE Managers, which include representatives from all eight Regions
and the NERC TFE Program Manager, will convene a “TFE Summit” with FERC representatives by
December 2011 to discuss the annual report and to propose revisions to the TFE program to
ease the burden on Responsible Entities and the Regions.

CIP Standards Interpretations — As requested by the Standards Committee, a standing CIP
Interpretation Drafting Team (IDT) has been established to address all CIP-related
interpretation requests.

CIP Alerts and Information Sharing — In Q1 2011, NERC reviewed the ES-ISAC and identified key
areas for improvement. As a result of the review, NERC has implemented several changes to
the ES-ISAC, including: hiring personnel to staff the ES-ISAC; deploying an upgraded ES-ISAC
website, which contains announcements on threats and vulnerabilities; a calendar to display
upcoming meetings and events; links to external security sites; an updated library with reports
and public Alert information; and streamlining the NERC Alert process development to shorten
the time needed to publish alerts and to ensure key stakeholders—such as Hydra, industry
trade organizations, and technical committees—are included in the development process. In



addition, the ES-ISAC issued seven alerts in 2011 and worked with registered entities to track
progress in mitigating the Aurora vulnerability.

Contributing to the Alert process, the Hydra group continues to evolve and grow. Hydra was
integrated into the NERC Alert development process and has successfully provided critical and
timely feedback to NERC. Hydra’s involvement was highlighted during the development of
several recent NERC Alerts including the “Telephony-enabled Weakness” alert. Hydra will have
a collaboration tool in the newly-designed ES-ISAC portal and will continue to evolve and be
augmented by specific external subject matter experts as necessary.

Situation Awareness
SAFNR Version 2 —NERC expects to have live streaming of information from four to six
Reliability Coordinators by the end of October 2011.

Training, Education, and Personnel Certification

Advanced System Operator Credential — The NERC Personnel Certification Governance
Committee (PCGC) issued a white paper for industry comment on this concept, which included
additional testing requirements, simulation testing, and specific number of years experience to
qualify for the advanced credential. Industry comments indicated no benefit to creating an
advanced credential that would be offered on a voluntary basis. As a result, the PCGC halted
the project. This was reported to the NERC board and no further work on this concept is
expected at this time.

Broaden Operator Certification Program — The PCGC had been working on broadening the
renewal process so that certified system operators will be required to take a certain number of
task (job)-related courses as part of their renewal requirements. The PCGC has tabled this topic
to allow the industry to implement the new PER-005 requirements. This concept may be
readdressed in the future.

Improve the System for Tracking Continuing Education Hours — NERC continues to identify
improvements to the database. The latest round of changes to improve functionality were
tested and implemented in September 2011.

Offer More Targeted and Timely Education Programs — Training resources were added to the
training group to provide training expertise to support improved educational programs. NERC
hired a new Training Director and a Training Manager in June, and a technical training specialist
in August 2011. With the additional training leadership, the ERO Training and Education Group
will gain new momentum in identifying educational topics that most benefit the industry. In
addition, NERC is working with the Operating Committee’s Personnel Subcommittee to develop
guidance on the elements of strong training programs.

“Open Source” System for Providing Information — NERC researched the use and benefits of
using “open source” collaborative systems for providing information to the industry. The use of
tools such as blogs and wiki’s has merit, but also drawbacks, such as inappropriate use of



implied guidance from NERC. Because of the resources and attention needed to adequately
monitor and control such platforms, no additional action is planned.

Requirements for Training Programs and Providers — NERC is working with the personnel
subcommittee to develop guidance on the elements of strong training programs.

Finance and Controls

Multi-year Business Plans and Budgets — As part of the 2012 Business Plans and Budgets, NERC
and the Regional Entities included information with respect to 2012-2014 projected resource
requirements to meet the Strategic Goals and associated objectives.

Long-Term Strategic Goals — NERC has been working and will continue to work with the
Regional Entities to develop long-term strategic goals, objectives, assumptions and financial
forecasts and utilize and include this information in the annual business planning and budgeting
process and documentation. This effort will be undertaken each year as part of the business
planning and budgeting process.

Uniform Budgeting Tool — Common templates have been developed and are used by NERC and
the Regional Entities for budget preparation and presentation. Beyond the development and
use of common templates, NERC and the Regional Entities have been developing 3-year
forecasts for use in each annual business planning and budgeting cycle. This information was
included in NERC and the Regional Entities’ proposed 2012 Business Plans and Budgets and will
continue to be refined and utilized in connection with the preparation of each annual business plan
and budget.



Action
None
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Update on Regulatory Matters
(As of October 5, 2011)

Regulatory Matters in Canada

1.

vk W

Negotiation of the second agreement among NERC, the Régie and NPCC regarding
implementation of mandatory standards in Québec has been tentatively concluded and
the agreement is under consideration by the provincial government. The Régie has
issued a preliminary decision regarding adoption of mandatory standards for Québec.

NERC Reliability Standards adopted as mandatory July 2011 in Nova Scotia.
Adoption of NERC Reliability Standards ongoing in Alberta.
Implementing regulations being developed in Manitoba.

Implementing regulations being developed in British Columbia.

FERC Orders Issued Since the Last Update

1.

3.

4.

July 13, 2011 — Order Nos. 748-A and 749-A — Order on Clarification in which the
Commission granted NERC's request for clarification of certain aspects of Order No. 748
including: (1) the proper effective date language for Reliability Standard IRO-004-2; (2)
the correct version identification for the approval of EOP-001 intended by the
Commission; and (3) the proper effective date for Reliability Standard EOP-001-2. The
Commission also granted NERC'’s request for clarification of Order No. 749 with respect
to the version EOP-001 the Commission intended to approve and its effective date.
Docket Nos. RM10-15-001 and RM10-16-001

July 20, 2011 — Commission found there is insufficient consensus for the five families of
smart grid interoperability standards under consideration and declined to institute a
rulemaking proceeding with respect to these standards and terminated this docket.
Docket No. RM11-2-000

July 21, 2011 — Commission denied Nebraska Public Power District’s and Southwest
Power Pool Regional Entity’s requests to permit transfer of the Nebraska Entities’
compliance registrations from Midwest Reliability Organization to Southwest Power
Pool Regional Entity. Docket Nos. RR11-1-000, RR11-1-001

July 29, 2011 — Order on Notices of Penalty — June 29, 2011 Notices of Penalty —The
Commission issued an Order stating that it would not further review, on its own motion,
the following Notices of Penalty in Docket Nos. NP11-201-000 Lane Electric Cooperative
Inc.; NP11-202-000 High Desert Power Project, LLC; NP11-203-000 City of Loveland,
Colorado; NP11-204-000 Unidentified Registered Entity; NP11-205-000 Unidentified



Registered Entity; NP11-206-000 Unidentified Registered Entity; NP11-207-000 Troy
Energy, LLC; NP11-208-000 Black Hills/Colorado Electric Utility Co.; NP11-209-000
Blachly-Lane Electric Cooperative; NP11-210-000 Indianapolis Power & Light Co.; NP11-
211-000 Unidentified Registered Entity; NP11-212-000 Unidentified Registered Entity;
NP11-213-000 Unidentified Registered Entity; NP11-214-000 T.E.S. Filer City Station, LP;
NP11-215-000 Boise-Kuna Irrigation District; NP11-216-000 Merced Irrigation District;
NP11-217-000 High Trail Wind Farm, LLC; NP11-218-000 Unidentified Registered Entity;
NP11-219-000 City of Batavia Municipal Electric ; NP11-220-000 Elwood Energy, LLC;
NP11-221-000 Columbia Rural Electric Assoc.; NP11-222-000 Luminant Energy Co.;
NP11-223-000 Unidentified Registered Entity; NP11-224-000 Alcoa Power Generating
Inc.; NP11-225-000 Unidentified Registered Entity; NP11-226-000 Unidentified
Registered Entity; NP11-227-000 Springfield Utility Board and NP11-228-000
Administrative Citation NOP.

August 2, 2011 — Order Approving Reliability Standard CIP-001-2a Sabotage Reporting
with a Regional Variance for Texas Reliability Entity, Inc. Docket No. RD11-6-000

August 22, 2011 — Notice of FERC Audit of NERC — The Division of Audits in the Office of
Enforcement of FERC commenced an audit of NERC. Docket No. FA11-21-000

August 25, 2011 — Letter Order Approving NERC's December 1, 2010 Standards Process
Manual Filing in compliance with FERC's September 2010 Order. Docket No RR10-12-
001

August 29, 2011 — Order on Notices of Penalty — July 28 and July 29, 2011 Notices of
Penalty — The Commission issued an Order stating that it would not further review, on
its own motion, the following Notices of Penalty in Docket Nos. NP11-229-000
Unidentified Registered Entity; NP11-230-000 Unidentified Registered Entity; NP11-231-
000 Ripon Cogeneration LLC; NP11-232-000 The Detroit Edison Company; NP11-233-000
Unidentified Registered Entity; NP11-234-000 Unidentified Registered Entity; NP11-235-
000 New Covert Generating Company, LLC; NP11-236-000 Scurry County Wind LP; NP11-
237-000 Unidentified Registered Entity; NP11-239-000 Public Utility District No. 1 of
Snohomish County; NP11-240-000 Public Service Company of New Mexico; NP11-241-
000 Dynegy Inc.; NP11-242-000 Panoche Energy Center LLC; NP11-243-000 Unidentified
Registered Entity; NP11-244-000 NextEra Energy Resources, LLC; NP11-245-000 Exelon
Generation Co., LLC; NP11-246-000 Scrubgrass Generating Company, LP; NP11-247-000
Unidentified Registered Entity; NP11-248-000 Unidentified Registered Entity; NP11-249-
000 Unidentified Registered Entity; NP11-250-000 Unidentified Registered Entity; NP11-
251-000 Unidentified Registered Entity; NP11-252-000 Arizona Electric Power
Cooperative, Inc.; NP11-253-000 Administrative Citation Notice of Penalty.

August 29, 2011 — The Commission issued an order initiating a review of the July 28,
2011 Notice of Penalty for Southwestern Power Administration and established a filing
deadline for any answers, interventions or comments. Docket No. NP11-238-000



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

August 29, 2011 — The Commission approves the Stipulation and Consent Agreement
between the Office of Enforcement, NERC, and Grand River Dam Authority. Docket No.
IN11-7-000

September 9, 2011 — The Commission issued an Order stating that it would not further
review, on its own motion, the following Notice of Penalty regarding an Unidentified
Registered Entity. Docket No. NP11-184-000

September 9, 2011 — The Commission issued an Order stating that it would not further
review, on its own motion, the following Notices of Penalty in Docket Nos. NP11-254-
000 Rochester Public Utilities; NP11-255-000 AES Deepwater, Inc.; NP11-256-000
Progress Energy Florida; NP11-257-000 Optim Energy Marketing, LLC; NP11-258-000
Iberdrola Renewables and NP11-259-000 Western Electricity Coordinating Council.

September 15, 2011 — Notice of Proposed Rulemaking proposing to approve the
Transmission Relay Loadability Standard PRC-023-2 and accompanying NERC Rules of
Procedure modifications. Docket No. RM11-16-000

September 15, 2011 — Order No. 754 — Order Approving Interpretation of TPL-002-0
Requirement R1.3.10. Docket No. RM10-6-000; Order No. 754

September 15, 2011 — Notice of Proposed Rulemaking on Version 4 CIP Reliability
Standards proposed to approve eight modified Critical Infrastructure Protection (CIP)
Reliability Standards, CIP-002-4 through CIP-009-4. Docket RM11-11-000

September 15, 2011 — Order No. 733-B — Order Denying Reconsideration and Granting
Clarification in Part and Denying Clarification in Part regarding the requests for
clarification or reconsideration of Order No. 733-A, which addressed requests for
rehearing and clarification of FERC's Final Rule on NERC Reliability Standard PRC-023-1
regarding “Relay Loadability.” Docket No. RM08-13-004

September 15, 2011 — Order Approving Personnel Performance, Training, and
Qualification Reliability Standard PER-003-1. Docket No. RD11-7-000

September 15, 2011 — Order No. 753 — Order Approving ERO Interpretation of
Transmission Operations Reliability Standard TOP-001-1 Requirement R8. Docket No.
RM10-29-000; Order No. 753

September 21, 2011 — A Technical Conference on Penalty Guidelines to discuss the
impact of the guidelines on compliance and enforcement matters will be held on
November 17, 2011. Docket No. PL10-4-000

September 26, 2011 — Order Approving Interpretations to PRC-004-1 and PRC-005-1.
Docket No. RD11-5-000

September 26, 2011 — A Technical Conference on CIP-006-2 to explore the risks of
leaving dial-up intelligent electronic devices that are part of the Bulk-Power System and
that use non-routable protocols physically unprotected will be held on October 25,
2011. Docket No. RD10-8-000



22. September 30, 2011 — Order on Notices of Penalty — August 31, 2011 Notices of Penalty

— The Commission issued an Order stating that it would not further review, on its own
motion, the following Notices of Penalty in Docket Nos. NP11-260-000 Louisiana Energy
and Power Authority; NP11-261-000 Unidentified Registered Entity; NP11-262-000
Unidentified Registered Entity; NP11-263-000 Unidentified Registered Entity; NP11-264-
000 Unidentified Registered Entity; NP11-265-000 Cleco Corporation; and NP11-266-000
Administrative Citation Notice of Penalty.

NERC Filings Since the Last Update

1.

July 13, 2011 - Comments in Support of the Supplemental Comments in the July 13, 2011
filing of the Trade Associations (Edison Electric Institute, the American Public Power
Association, the National Rural Electric Cooperative Association, the Electric Power
Supply Association, the Transmission Access Policy Study Group, and the Canadian
Electricity Association) regarding the proposed interpretation of Reliability Standard TPL-
002, Requirement R1.3.10. Docket No. RM10-6-000

July 15, 2011 - Supplemental Informational Filing regarding the June 29, 2011 Notice of
Penalty for an Unidentified Registered Entity. Docket No. NP11-213-000

July 18, 2011 - Request for Clarification or, in the Alternative, Rehearing of the Order
Denying Appeals of Compliance Registry Determinations of Milford Wind Corridor Phase
I, LLC, and Cedar Creek Wind Energy. Docket Nos. RC11-1-001 and RC11-2-001

July 20, 2011 - Supplemental Filing for a Notice of Penalty regarding an Unidentified
Registered Entity. Docket No. NP11-206-000

July 21, 2011 - Filing in Support of the June 20, 2011 compliance filing of the Western
Electricity Coordinating Council in Response to Order Numbers 751 and 752 on Version
One Regional Reliability Standards. Docket No. RM11-11-000

July 21, 2011 - Informational Filing in Response to Order 733-A on Rehearing,
Clarification, and Request for an Extension of Time addressing certain aspects of the
August 14, 2003 blackout investigation relative to operation of protective relays in
response to stable power swings. Docket No. RM08-13-000

July 26, 2011 - Informational Report on NERC Standards Status and Timetable for
Addressing Regulatory Directives received from applicable ERO governmental
authorities. Docket No. RR09-6-003

July 28, 2011 — Notices of Penalty regarding the following entities in Docket Nos. NP11-
229-000 Unidentified Registered Entity; NP11-230-000 Unidentified Registered Entity;
NP11-231-000 Ripon Cogeneration LLC; NP11-232-000 The Detroit Edison Company;
NP11-233-000 Unidentified Registered Entity; NP11-234-000 Unidentified Registered
Entity; NP11-235-000 New Covert Generating Company, LLC; NP11-236-000 Scurry
County Wind LP; NP11-237-000 Unidentified Registered Entity; NP11-239-000 Public
Utility District No. 1 of Snohomish County; NP11-240-000 Public Service Company of New
Mexico; NP11-241-000 Dynegy Inc.; NP11-242-000 Panoche Energy Center LLC; NP11-
243-000 Unidentified Registered Entity; NP11-244-000 NextEra Energy Resources, LLC;



10.
11.

12.

13.

14.

15.

16.

17.

18.

19.

NP11-245-000 Exelon Generation Co., LLC; NP11-246-000 Scrubgrass Generating
Company, LP; NP11-247-000 Unidentified Registered Entity; NP11-248-000 Unidentified
Registered Entity; NP11-249-000 Unidentified Registered Entity; NP11-250-000
Unidentified Registered Entity; NP11-251-000 Unidentified Registered Entity; and NP11-
252-000 Arizona Electric Power Cooperative, Inc.

July 29, 2011 - Informational Report on Analysis of Standard Process Results for the
Second Quarter 2011. Docket Nos. RRO6-1-000, RR09-7-000

July 29, 2011 — Administrative Citation Notice of Penalty in NP11-253-000.

August 11, 2011 - Motion to Further Defer Action on Time Error Correction Reliability
Standard. Docket No. RM09-13-000

August 11, 2011 — Notices of Penalty regarding the following entities in Docket Nos.
NP11-254-000 Rochester Public Utilities; NP11-255-000 AES Deepwater, Inc.; NP11-256-
000 Progress Energy Florida; NP11-257-000 Optim Energy Marketing, LLC; NP11-258-000
Iberdrola Renewables and NP11-259-000 Western Electricity Coordinating Council.

August 24, 2011 - Request of NERC for Acceptance of 2012 Business Plan and Budget and
the 2012 Business Plans and Budget of Regional Entities and for Approval of Proposed
Assessments to Fund Budgets. Docket No. RR11-7-000

August 31, 2011 - Second Quarter 2011 Compliance Filing in Response to Paragraph 629
of Order No. 693. Docket No. RM06-16-000

August 31, 2011 — Notices of Penalty regarding the following entities in Docket Nos.
NP11-260-000 Louisiana Energy and Power Authority; NP11-261-000 Unidentified
Registered Entity; NP11-262-000 Unidentified Registered Entity; NP11-263-000
Unidentified Registered Entity; NP11-264-000 Unidentified Registered Entity; NP11-265-
000 Cleco Corporation; and NP11-266-000 Administrative Citation Notice of Penalty.

September 6, 2011 — Supplemental Informational Filing regarding the August 31, 2011
Administrative Citation Notice of Penalty. Docket No. NP11-266-000

September 9, 2011 - Petition for Approval of Interpretations to Requirements to
Requirements R1 and R3.2 of EOP-001-0 — Emergency Operations Planning (EOP-001-0).
Docket No. RM11- 32-000

September 13, 2011 - NERC and WECC submit a joint motion for extension of time from
September 14, 2011 to November 14, 2011 to allow NERC to submit a compliance filing
in response to the Commission’s June 16, 2011 Order regarding the registration of Cedar
Creek Wind Energy, LLC and Milford Wind Corridor Phase |, LLC. The Commission
directed NERC to submit a compliance filing identifying the Reliability Standards and
Requirements that will be applicable to Cedar Creek and Milford. Docket Nos. RC11-1-
000 and RC11-2-000

September 19, 2011Additional Comments in Support of the Notice of Penalty filed on
July 28, 2011 regarding Southwestern Power Administration. Docket No. NP11-238-000



20.

21.

22.

23.

September 28, 2011 - First Annual Report on Wide-Area Analysis of Technical Feasibility
Exceptions. Docket No. RR10-1-000

September 30, 2011 - Petition Requesting Approval of New Enforcement Mechanisms
and Submittal of Initial Find Fix and Track (FFT) Informational Filing. Docket No. RC11-6-
000

September 30, 2011 - Notices of Penalty regarding the following entities in Docket Nos.
NP11-267-000 Metropolitan Edison Company; NP11-268-000 Electric Reliability Council
of Texas, Inc.; NP11-269-000 Unidentified Registered Entity; and NP11-270 Spreadsheet
Notice of Penalty.

October 3, 2011 - Motion to Intervene and Comments regarding the appeal of the City of
Holland, Michigan Board of Public Works. Docket No. RC11-5-000

Anticipated NERC Filings

1.

October 14, 2011 — NERC will file a Petition for Approval of Revised Transmission
Planning System Performance Requirements Reliability Standard and Seven Glossary
Terms and for Retirement of Six Existing Reliability Standards for the TPL-001-2
standard.

November/December 2011 — NERC will submit proposed changes to the NERC Rules of
Procedure.

November 21, 2011 — NERC must submit comments in response to the September 15,
2011 Transmission Relay Loadability Notice of Proposed Rulemaking. Docket No. RM11-
16-000

November 21, 2011 — NERC must submit comments in response to the September 15,
2011 Version 4 Critical Infrastructure Protection Reliability Standards Notice of Proposed
Rulemaking. Docket No. RM11-11-000

December 2011 — Reliability Standards Development Plan: 2012-2014. NERC is required,
pursuant to Rule 310 of the NERC Rules of Procedure, to file an updated annual work
plan for the development of Reliability Standards. Docket Nos. RM05-25-000, RMO05-17-
000, RM06-16-000.

December 31, 2011 — NERC must submit an informational filing regarding the
restructured audit program of the Regional Entities. (see December 23, 2010) Docket
Nos. RR09-7-000 and RR10-11-000

January 25, 2012 — NERC must submit a filing within one year of the January 25, 2011
effective date of the November 18, 2010 Order regarding the Revision to ERO Definition
of the Bulk Electric System. NERC's filing will include a proposed change to the
definition of “Bulk Electric System” and corresponding changes to the NERC Rules of
Procedure. NERC, Order No. 743, Docket No. RM09-18-000

March 15, 2012 — NERC must submit an informational filing, six months from the
issuance of the Order No. 754 which approved the interpretation of Requirement



10.

11.

12.
13.

14.

15.

R1.3.10 of TPL-002-0, to explain whether there is a further system protection issue that
needs to be addressed and if so, what forum and process should be used to address that
issue and what priority it should be accorded relative to the other reliability initiatives
planned by NERC. Docket No. RM10-6-000

April to June 2012 (Second Quarter 2012) — NERC's timeline to address all outstanding
issues from Order No. 706 directives, anticipated that NERC will submit next version of
CIP Standards to the NERC Board of Trustees. See NERC’'s May 27, 2011 Response to
Data Requests, Response 1 and the 2011-2013 Informational Filing on the Standards
Development Plan. Docket Nos. RM05-17-000, RM05-25-000, RM06-16-000 and RM11-
11-000

May 2012 — NERC must submit a revised BAL-003 Standard (See October 25, 2010 NERC
Filing). Docket No. RM06-16-011

May 22, 2012 —NERC and WECC will submit a revised Standard that includes the
Violation Severity Levels associated with each requirement of the revised BAL-004-
WECC-1 Standard (See May 21, 2009 Order) (See November 22, 2010 NERC submittal).
Docket No. RM08-12-000

May 31, 2012 — NERC’s true-up filing for the 2010 business plans and budgets.

July to September 2012 (Third Quarter 2012) — NERC'’s timeline to address all
outstanding issues from Order No. 706 directives, anticipated that NERC will file next
version of CIP Standards at FERC. See NERC’s May 27, 2011 Response to Data Requests,
Response 1 and the 2011-2013 Informational Filing on the Standards Development Plan.
Docket Nos. RM05-17-000, RM05-25-000, RM06-16-000 and RM11-11-000

August 23, 2012 — NERC must address Order No. 693 Directives to consider if EMS
application support personnel should be included in training Reliability Standard.
Docket No. RM09-25-000

February 17, 2013 — NERC must comply with directives in Order No. 733 for filing the
test and the results from a representative sample of utilities in each of the three
Interconnections (see February 17, 2011 Order No. 733-A). Docket No. RM08-13-001
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NERC Compliance and Certification Committee
Report to the NERC Board of Directors

Action
None

Background

This report provides a summary of the key activities of the Compliance and Certification
Committee (CCC) and its associated subgroups in support of the NERC mission and goals and
the CCC charter. These activities were performed after the last NERC Board of Trustees
meeting in Vancouver, Canada.

CCC Meetings
The CCC held its quarterly meeting on September 21-22, 2011 in Denver, Colorado. The

previous CCC meeting minutes of the June meeting in Chicago are posted at
http://www.nerc.com/filez/cccmin.html.

NERC Stakeholder Effectiveness and Perception Survey Report

The CCC conducted a recent NERC Stakeholder Effectiveness and Perception Survey. The
survey gathered comments with respect to stakeholders’ perceptions of NERC’s policies,
practices and effectiveness of the Compliance program, Registration program, and Certification
program. The survey results are being evaluated by the CCC, and a report will be provided to
the Board of Trustees for its February 2012 meeting.

Spot Check by CCC of NERC’s Compliance Monitoring and Enforcement Program and

Reliability Standards Applicable to NERC

To fulfill its obligations to monitor NERC’s compliance with the Rules of Procedure regarding the
Compliance Monitoring and Enforcement Program and Reliability Standards applicable to NERC,
the CCC will conduct spot checks of these two areas in 2011.

The spot check of the Reliability Standards applicable to NERC was conducted October 12-13 in
Atlanta; the spot check of the Compliance Monitoring and Enforcement Program is scheduled
for November 15-18 in Washington, D.C.

The CCC also participated in the NERC Audit Team training conducted in Atlanta by NERC staff.

NERC Standards Quality Reviews

The CCC and its representatives continue to participate on a regular basis in quality reviews as
set forth in the Standard Processes Manual.


http://www.nerc.com/filez/cccmin.html�

NERC Risk Management and Internal Controls (RMIC) Initiative

The CCC has been working with the Board of Trustees Finance and Audit Committee to
structure an enterprise risk management and internal controls program. The CCC has reviewed
the Board of Trustees proposal and given comments on how it believes the program will be
most effective with respect to the RMIC committee and CCC interfaces.

CCC 2012 Work Plan

The CCC is preparing its 2012 Work Plan. The plan will be developed in accordance with the
activities that the CCC and the RMIC coordinate. The work plan will be submitted to the Board
of Trustees for approval in February 2012.

NERC Compliance and Enforcement Initiative

The CCC Chair provided comments to NERC with respect to its filing for the new Find, Fix and
Track (FFT) compliance and enforcement filing.

Risk-Based Reliability Compliance Working Group (RBRCWG)

The CCC provided NERC a deliverable with regard to structuring a risk-based compliance
program.

Risk-Based Reliability Compliance (RBRC) is an approach to reliability compliance where the
monitoring and enforcement efforts are proportional to the actual or potential risk or harm' to
the reliability of the Bulk Electric System (BES). For compliance monitoring this means targeted
audits focused on requirements that address significant actual or potential risk to the reliability
of the BES. For enforcement this means a more efficient process that focuses necessary
resources on violations? that result in actual or potential harm to the reliability of the BES and
conversely focuses minimal resources on violations that result in minimal or no harm to the
reliability of the BES.

Inconsistencies in Standards Task Force

The CCC is working with NERC staff to resolve differences between the CAN and Standard
Interpretation Processes.

NERC Trades Meeting

The CCC Chair participated in the NERC Trade Association Update meeting in Washington, D.C.
on October 4.

W. Clay Smith
NERC CCC Chair

! The Violation Risk Factors categorize the associated risk of non-compliance for specific reliability standard requirements.
However, the actual or potential risk or harm to the reliability of the BES is a function of the specific facts and circumstances
related to a specific violation.

2 Includes violations discovered via any method, e.g., audits, self-reports, self-certifications, etc.
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Critical Infrastructure Protection Committee Report

Action
None

Background

This report provides a summary of the key activities of the Critical Infrastructure Protection
Committee (CIPC) and its associated subgroups in support of the NERC mission and goals and
the CIPC charter. The CIPC meeting minutes for the September 14-15, 2011 meeting are on the
NERC website at http://www.nerc.com/filez/cipmin.html.

CIPC Leadership Elections for 2012-2013. At its September meeting the CIPC elected a new
Chair and two Vice Chairs for the 2012-2013 term. The new Chair will be Charles Abell of
Ameren Corporation, and the Vice Chairs will be Jim Brenton of ERCOT and Nathan Mitchell
of the American Public Power Association (APPA). The CIPC Executive Committee will be
elected at the December 2011 CIPC meeting.

Critical Infrastructure Strategic Initiative — Coordinated Action Plan Activities. The CIPC,

Operating Committee (OC) and Planning Committee (PC) officers and NERC staff continue to

direct and manage the coordinated action plan activities as they relate to the recently
created task forces. The committee leadership accomplishes this work via conference calls
and in-person meetings as needed.

Classified Briefing for CIPC and Other Industry Participants. The CIPC and NERC staff have

confirmed a classified secret-level briefing for CIPC members and other industry participants

scheduled for 9 a.m. in Atlanta on December 14, 2011. The location in Atlanta has not yet
been confirmed. We will work with our government partners to encourage the provision of
guality take-away information that can be shared with industry outside of a classified
environment. The efforts by DHS and DOE in this area are very much appreciated and
further the goal of increasing the value of the public-private partnership.

CIPC Executive Committee Review of Draft NERC Alerts. The CIPC Executive Committee has
reviewed and provided feedback to NERC staff on CIP-related draft alerts. This industry
stakeholder review provides NERC with beneficial and quick feedback on draft alerts before
they are finalized and issued to industry. We remain ready to provide requested feedback
to NERC staff as needed on future draft alerts.

CIPC Continues to Provide a Venue for All Electricity Sub-Sector Entities to Discuss CIP
Matters. The CIPC meetings provide opportunity for significant and needed discussion on
various critical infrastructure protection matters, including those related to the CIP
standards, copper theft, recent NERC alerts, communications with government partners,
and other physical, operational and cyber security areas of concern.

CIPC Long-Term Strategic Plan. The CIPC will begin work on developing a long-term
strategic plan that will use similar plans from other standing committees as a guide/model.
The CIPC Executive Committee will be meeting in Atlanta on November 9-10, 2011, to begin

the development of the plan. The goal is to have such a plan before the CIPC for approval at

its meeting scheduled for March 2012.


http://www.nerc.com/filez/cipmin.html�

CIPC Subgroup Highlights
The CIPC has five subgroups and highlights of their work assignments are shown below.

1.

Business Continuity Guideline Task Force (BCGTF). The updated Business Continuity
Guideline was approved by the CIPC at its meeting on September 14-15, 2011. The
BCGTF will be assigned new work or will be retired at the December 2011 CIPC meeting.

Control Systems Security Working Group (CSSWG). The CSSWG is currently assigned the
task of updating and combining nine CIPC control system-related guidelines into one or
two electricity sub-sector-specific guidelines for industry use. Work on these guidelines
has been delayed due to the CSSWG’s need to focus on the Cyber Attack Task Force
work that is also assigned.

Cyber Attack Task Force (CATF). The CSSWG has also been assigned the work of the
CATF under the Coordinated Action Plan mentioned above. Work on the CATF
assignment is the top priority of the CSSWG and work is proceeding on schedule with
delivery to the ESCC expected to be the first or second quarter of 2012. The CATF draft
report is currently out for comment to the members of the PC, OC and CIPC.

Protecting Sensitive Information Guideline Task Force (PSIGTF). The PSIGTF is currently
assigned the task of updating the CIPC Protecting Sensitive Information Guideline to
take into consideration recent developments and to make it more electricity sub-sector-
specific. The PSIGTF is currently evaluating comments received from CIPC. After this is
completed, the guideline will be posted for broad industry comment. After broad
industry comments have been considered, a final version of the guideline will be
submitted to CIPC for final approval by the end of 2011 or in early 2012.

Substation Guideline Task Force (SGTF). The SGTF is currently assigned the task of
updating the CIPC Physical Security Substation Guideline to take into consideration
recent developments and to make it more electricity sub-sector-specific. Work is
underway on this task force after a leadership change with a final revised guideline
expected for CIPC approval by March 2012.

Future working groups or task forces will be created as needed to address other
guidelines that need to be updated, to complete work related to the Coordinated Action
Plan Report, and to provide support to new or ongoing standard development work as
requested by the NERC Standards Committee. Working groups and task forces will be
retired when their work assignments are completed.
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Operating Committee Report

Action
None

Background

This report provides a summary of the key activities of the Operating Committee (OC) and its
associated subcommittees in support of the NERC or OC mission and corporate goals. All these
activities support the NERC or OC mission and NERC corporate goals. The September 2011 OC
meeting minutes are posted at OC Meeting Minutes September 13-14, 2011.

Critical Infrastructure Strategic Initiatives: Coordinated Action Plan

The OC was provided status reports from the Spare Equipment Database and the Geomagnetic
Disturbance task forces. The committee endorsed the Spare Equipment Database report dated
August 2011.

Event Analysis and Investigation Process

The OC received two presentations of lessons learned; one from Dominion Virginia Power
regarding tornado damage to the Surry Nuclear Power Station and the other from Associated
Electric Cooperative, Inc. regarding a generator motoring event. A WECC representative also
provided a brief summary of the Arizona/Southern California/Mexico load loss event. The
effort to have such event-based presentations to share timely lessons learned at each OC
meeting is a priority for the committee.

Transition of the Interchange Distribution Calculator (IDC)

Frank Koza, PJM’s reliability coordinator, presented an overview of the discussions taking place
by the Eastern Interconnection reliability coordinators to transition the IDC, and perhaps
related reliability applications, to the user community. Mr. Koza noted that the team is
focusing on two business models (formation of an LLC and independent service agreements
with the IDC vendor). NERC and the vendor are participating as needed to ensure a transparent
and seamless transition of this important reliability tool.

North American SynchroPhasor Initiative

Austin White, Oklahoma Gas and Electric (OGE), provided an in-depth review of its use of
synchrophasor data. OGE uses phasor measurement data for situation awareness,
disturbance/misoperation analysis, state estimator enhancement, system stability assessment,
voltage recovery assessment, and wind farm integration/monitoring, and to proactively identify
electric grid equipment problems.

OC Strategic Plan

The OC spent several hours brainstorming and discussing its future strategic plan and the
process for its development. The OC’s intent is to have a draft of the strategic plan ready for
committee approval at its December 2011 meeting, with BOT approval in first quarter 2012.


http://www.nerc.com/docs/docs/oc/Operating_Committee_Meeting_Minutes_Sept_13-14,2011.pdf�

OC Subgroup Highlights
The OC now has 13 subgroups, five of which jointly report to the Planning Committee (PC) and
the OC.

Joint OC/PC Subgroups Highlights

1. Event Analysis Working Group (EAWG) — The EAWG provided the OC a status report
and expectations related to Phase Two of the Event Analysis Process Field Trial.
Reporting entities submitted 107 lessons learned during the field trial and 17 of those
lessons learned have been posted to the NERC website.

2. Reliability Metrics Working Group (RMWG) — The RMWG requested input from the OC
regarding the RMWG’s responses to the comments received from the posting of the
Integrated Reliability Index Concepts white paper.

Other Subgroup Highlights

1. Resources Subcommittee (RS) — The RS and NERC staff continue to address issues
related to implementation of the manual time error correction elimination field trial.
NERC is meeting with the National Institute of Standards and Technology (Division of
Time Control) to consider other facets related to the field trial.

In addition, the RS developed a list of frequency events that occurred in each
Interconnection for use by the RMWG in its effort to develop a frequency response
metric and for use by the Frequency Response standard drafting team.
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Personnel Certification Governance Committee Report

Action
None

New Concepts Being Considered

The Personnel Certification Governance Committee (PCGC) has updated Section 600 of the
Rules of Procedure. A separate program manual and user’s guide provides detailed instructions
for requesting and maintaining certification, along with other program administrative
information.

Future Projects
The committee does not expect to propose changes to the certification program that would
require posting for comments.

The PCGC continues work on documentation of the credential establishment process and
credential benchmarking. The PCGC continues to work on documenting the certification
program budget process to assist in developing the PCGC budget.

NERC Certification Examination Passing Rate
Through September 30, 2011, a total of 603 exams were taken with a passing rate of 68.8
percent.

Year # of Exams Taken Number of Exams Passed PASS Percent
2009 1008 652 64.7 %
2010 914 638 69.8 %
2011* 603 415 68.8 %

* Through September 30, 2011

Credential Maintenance

The certification program began allowing operators to use Continuing Education Hours to
maintain their credentials on October 1, 2006. The table below shows the number of new
certificates issued annually declining and credentials maintained using Continuing Education
Hours increasing.

Year Credentials Renewed New Certificates
2006 0 943

2007 109 729

2008 833 634

2009 1,200 621

2010 1,597 638

2011* 1,384 415
Totals 5,123 3,980

* Through September 30, 2011
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Certified Operator Population
The total number of certified system operators with active credentials is 6,088. The population
has continued to increase slightly since 2009.

Development of New Certification Exams
The Examination Working Group (EWG) has prepared new certification exams for each of the
four credentials. New exam release is scheduled for the First quarter of 2012.

An announcement was in the NERC newsletter and exam resources are posted on the System
Operator Certification site.

System Operator Demographics

Approximately 5,589 system operators have provided demographic information since data
collection began in early 2009. This information combines system operators taking their initial
exams with those who renewed their credentials through continuing education. Three full
years are needed to survey the entire system operator population.

The following charts show current trends that are obtained from the demographics collected.
Examples are included in Charts 1, 2, and 3, which provide preliminary metrics for average age
of system operators, experience in system operations, and years in current position.



Chart 1 — Operator Population Age

Operators by Age Bracket

1985
1319 \
1 / _
A
176
25 & younger 26-35 36-45 46-55 55 or older

The largest age bracket for system operators is the 46-55 age bracket.
Note: 54 percent of system operators are over 45 years old.

Chart 2 — Experience in System Operations
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Approximately 60 percent of the certified system operators have 10 years or less experience in
system operations. The average experience is nine years with seven years being the median.



Chart 3 - Experience in Position
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This chart indicates that 66 percent of system operators have five years or less experience in
their current position with 50 percent of the population having three years or less experience
performing their current position.
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Planning Committee Status Report

Action
None

Background

The Planning Committee’s (PC) September 2011 meeting was held in St. Louis, MO. The draft
minutes are posted at PC DRAFT Meeting Minutes Sept 2011. The following is a summary of the
key activities from the meetings and an update on PC activities.

PC Activities

1. PC Strategic Plan: The PC reviewed the actions called for in the approved Planning
Committee Strategic Plan: Next Steps and Future Work Plan.> The plan disbands the
following groups with the PC thanks and appreciation:

e Resource Issues Subcommittee
e Data Coordination Working Group

e Load Forecasting Working Group

Loss-of-Load Expectation Working Group

Reliability Fundamentals Working Group

The following subcommittees have a revised name, scope, and work plan:

e Transmission Issues Subcommittee is named the System Analysis and Modeling
Subcommittee (SAMS)

e The Data Coordination Subcommittee and the Reliability Metrics Working Group
were merged and named the Performance Analysis Subcommittee (PAS)

The following Task Forces are converted to Working Groups:

e Model Validation Task Force (Reporting to SAMS)

e Demand Response Data Task Force (Reporting to PAS)

e Generating Availability Data System Task Force (Reporting to PAS)

The following working groups now report to the PAS
e Transmission Availability Data System Working Group
e Events Analysis Working Group

Each of these subgroups will update their current scopes for consideration at the
December 2011 meeting.

"http://www.nerc.com/docs/pc/PC_Strategic Plan_ Next%20Steps%20and%20Future%20Work%20Plan%207-27-2011.pdf

1
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Meeting Consolidation and Format: Chair Mitchell reviewed the proposal of starting in
2012, PC to hold 3 meetings each year for 2 days (with % day for Joint Sessions)
compared to 4 meetings for 1 day (with % day for Joint Session one time per year).
Merging of the Technical Committees (OC and PC) was also discussed. PC members
noted that there are benefits when common issues exist. Another suggestion is to hold
the Joint meeting in the middle of the CIPC and OC/PC meetings. No decision was made
on these alternatives

NERC Alert Process: The PC approved an Alert process, which calls for more
coordination between Alert development and provision of expertise by the PC.

Interconnection Modeling: The PC discussed the different study requirements needed
to develop a plan to improve models based on priority lists. Based on information
received from the Model Validation Task Force (MVTF), recommendations can be then
shared with the different interconnection-wide modeling groups (i.e., WECC, ERAG).
While no definitive timelines have been set by the group, information from the MVTF is
expected to be shared with the interconnection-wide modeling groups once Regional
Executives have the opportunity to approve those recommendations.

Consolidating Reports: The PC decided to consolidate the analysis from ALR Metrics,
IRI/SRI Metrics, TADS, GADS, DADS, Spare Equipment, Operations (Frequency), Security
(CIP), and post-seasonal reliability assessments into the annual Performance Analysis
Subcommittee (PAS) report on the risk to the bulk electric system reliability (See 2011
report). >

Joint OC/PC Subgroups Highlights

1.

Reliability Metrics Working Group (RMWG): The RMWG provided a draft 2011
Reliability Performance Report to the OC and PC for review in early June. Comments
were requested by June 30. An integrated reliability index (IRI) to support risk informed
decision making, support determining achievement of reliability goals, and assist in
defining an adequate level of reliability is under development. PC feedback on the
whitepaper and approval to post the whitepaper for comment was requested by
September 30.

Integration of Variable Generation Task Force (IVGTF): The report, Potential Bulk
System Reliability Impacts from Distributed Resources® was approved by the PC.
Additional reports, per the work plan outlined in the Board Approved final report titled
Accommodating High Levels of Variable Generation,” will be brought to the PC in 2012.

Geomagnetic Disturbance Task Force (GMDTF): The GMD TF is focusing on the primary
concerns related to transformer vulnerability, and the appropriate wave front for
characterizing a 100 year storm. Additional discussions on vetting the technical results
and managing the policy input from some of the observers will require insights from the
Standing Committees.

Spare Equipment Database Task Force (SEDTF): The final report, titled Special Report:
Spare Equipment Database System was approved by the PC. This report was driven by

% http://www.nerc.com/files/2011RMWG_Annual Report.pdf

? http://www.nerc.com/files/IVGTE_TF-1-8 Reliability-Impact-Distributed-Resources Final-Draft 2011%20(2).pdf

* http://www.nerc.com/files/Special%20Report%20-%20Accommodating%20High%20Levels%200f%20Variable%20Generation.pdf
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the Electricity Subsector Coordinating Council’s roadmap,” and the Joint Steering Group
Action Plan.®

5. Event Analysis Working Group (EAWG): The EAWG has published 17 lessons learned,
with additional lessons learned to be released before the end of the year. The target
completion date of the EA Process Document is October 1, 2011. Changes in the EA
Process Document are expected to result in changes to the NERC Rules of Procedure,
which the NERC Board of Trustees is expected to consider for approval in February 2012.

Other Subgroup Highlights

1. Reliability Assessment Subcommittee (RAS): The RAS is developing their final results
for the 2011 Long-Term Reliability Assessment. The PC was requested to approve the
2010/2011 Post-Winter Reliability Assessment.” A motion to approve the report was
made by Ron Mazur and unanimously approved. The PC is requested to review and
provide comment on:

e DRAFT Special Reliability Assessment: Gas / Electric Interdependencies — PHASE |

e DRAFT Special Reliability Assessment: Gas / Electric Interdependencies — PHASE Il -
Work Plan

e DRAFT 2012 Special Reliability Assessment: Reliability Impacts of U.S. Environmental
Regulations Scope

2. Transmission Issues Subcommittee: The report, titled Interconnection Criteria for
Frequency Response Requirements — Determination of Interconnection Frequency
Response Obligations (IFRO)8 was approved by the PC. The criteria are expected to
provide input into the BAL-003 Standards Drafting Team, although the drafting team has
already selected different criteria.

3. System Protection and Control Subcommittee (SPCS): Comments on the report, titled
Technical Reference Document, Use of Circuit Breaker Position Indication in Breaker
Failure Protect‘ion,9 was requested, and the final report will be brought to the PC in
December.

® http://www.nerc.com/docs/escc/ESCC Critical Infrastructure Strategic Roadmap.pdf
®http://www.nerc.com/docs/ciscap/Critical Infrastructure Strategic Initiatives Coordinated Action Plan BOT Apprd 11-2010.pdf
7 http://www.nerc.com/files/2010-2011 PWRA.pdf

8 http://www.nerc.com/docs/pc/tis/Agenda Item 5.d Draft TIS IFRO Criteria%20Rev_Final.pdf
*http://www.nerc.com/docs/pc/spctf/SPCS Breaker%20Failure%20Design Draft%20for%20PC%20Approval 20110819.pdf
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Standards Committee Report

Action
None

Background

This report highlights some of the key activities of the Standards Committee (SC) and its
associated subcommittees in support of ERO Enterprise goals. The SC meets monthly and its
meetings minutes are posted at http://www.nerc.com/filez/scmin.html.

Process Efficiencies

The SC is closely monitoring two separate activities aimed at improving efficiency — one aims at
improving efficiency of developing a new standard (Rapid Development)and one aims at
improving efficiency of processing a focused revision to a standard as an alternative to
developing an interpretation (Rapid Revision).

Under the Rapid Development process, a small group of content experts, armed with all the
technical documentation needed to support development of a new or significantly revised
standard, works with support of compliance personnel and either a lawyer or a technical writer
to develop the initial draft of the proposed standard. The small team will work in a focused
manner to develop the entire standard over a single multi-day period. In parallel, the SC will
form a separate drafting team with more diverse industry representation. The SC will post the
initial draft standard for stakeholder comment and assign the new drafting team to take over
the refinement of the standard through successive postings and comment periods. As
envisioned, a standard developed under the Rapid Development process could be completed
(from the initial posting through the final recirculation ballot) in 12 months. The Rapid
Development process is being tested with Project 2010-05.1 — Protection Systems: Phase 1
(Misoperations).

Under the Rapid Revision process, a small group of content experts, armed with a request for
an interpretation, works to revise only the portion of the standard that needs clarification. The
revised standard is then submitted to the SC for posting to collect stakeholder comments in
parallel with an initial ballot. As envisioned, a minor revision to a standard that provides clarity
sought through an interpretation could be completed (from the initial posting through the final
recirculation ballot) in less than six months. The Rapid Revision process is being tested with
Project 2011-INT-01 MOD-028-2 — Area Interchange Methodology.

Roles and Responsibilities Document Updated

The Roles and Responsibilities document was originally issued by the SC to all drafting teams in
2009 to provide clarity on the roles of the SC, drafting teams, NERC staff, and FERC staff. While
the SC made several edits to this document to bring the language into conformance with
changes to the standards process that have been implemented since the document was


http://www.nerc.com/filez/scmin.html�

originally issued, the most significant revision was to add clarity to the role of NERC staff in
submitting technical comments on proposed standards and interpretations.

During its November 2009 meeting the board directed the SC to ensure that the comments of
NERC staff and other stakeholders are considered and reported to the board. While this
direction was developed in response to differences of opinions offered on an interpretation
following the balloting of that interpretation, the same approach is applicable to proposed
standards. The intent was to ensure that the views of all interested parties were properly
considered prior to completing the interpretation or standard. The SC revised the Roles and
Responsibilities document to clarify that NERC staff may submit technical comments on
proposed standards, and have those comments addressed by the drafting team, in the same
manner as comments submitted by any other stakeholder. If the drafting team disagrees with
those comments, the disagreement will be reported to the board as an unresolved minority
issue in the same manner as other stakeholders’ unresolved issues are reported to the board
when a standard or interpretation is presented for board action.

Increased Stakeholder Outreach

In support of the findings in the Three-year ERO Performance Assessment, the SC continues to
seek opportunities to increase communications with stakeholders, particularly with smaller
stakeholders who may not have the resources necessary to dedicate personnel to joining
drafting teams or tracking standards development efforts.

e The SC held a “State of Standards” webinar in July that included over 700 participants.

e The SCis providing support to the second Standards and Compliance workshop this
year. (October 26-28, 2011)

e The SCis working closely with the standards staff in developing a series of brief one or
two page documents that provide quick facts on issues such as Rapid Development, the
Bulk Electric System (BES) Definition, and the Reliability Standard Development Plan.

e The SCis also working with the standards staff to identify possible improvements to the
standards website, with a goal of making information easier to find.

e The SC continued a program started in 2010 of meeting face-to-face with drafting team
leadership to discuss issues and ideas with a goal of improving the standards
development process. (October 11, 2011)

If members of the Board of Trustees have questions or need additional information, they may
contact Herb Schrayshuen at herb.schrayshuen@nerc.net or Allen Mosher at
amosher@publicpower.org.
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Electricity Sub-Sector Coordinating Council (ESCC) Report

Action
None

Background

This report summarizes key activities of the ESCC in support of the NERC mission and corporate
goals related to critical infrastructure. The ESCC consists of a member from the NERC Board of
Trustees, NERC’s CEO, five CEO-level executives appointed by the Member Representatives
Committee broadly representative of NERC member organizations, the chair of the NERC
Critical Infrastructure Protection Committee (CIPC), and NERC's Chief Security Officer. The ESCC
fosters and facilitates the development of policy-related initiatives to improve the reliability
and resilience of the electricity sub-sector, including physical and cyber security. ESCC open
meeting minutes are posted at: http://www.nerc.com/filez/escc.html.

Summary of August 16, 2011 ESCC Closed Meeting

Monitoring Progress to Implement the Critical Infrastructure Strategic Roadmap

Progress regarding the work of the Task Forces established to implement the Coordinated
Action Plan is a standing ESCC agenda item through 2011. The ESCC continues to provide
guidance and support to the Joint Steering Group® (JSG) and task forces assigned under the
NERC technical committees to implement these initiatives.

e Geomagnetic Disturbance Task Force
e Cyber Attack Task Force
e Spare Equipment Database Task Force

e Severe Impact Resilience Task Force

Task Force Chairs attended this in-person meeting to discuss in detail the status of their work
and expected outcomes. The Chair of the Severe Impact Resilience Task Force was unable to
attend and will provide an update at a future ESCC meeting. ESCC members expressed
satisfaction with the extent of task force efforts to-date, and anticipate discussing how best to
communicate the results of these efforts broadly across the industry as the task forces
complete their work. Notably, the Spare Equipment Database Task Force has received approval
of their final report by the NERC technical committees at their September meetings and will be
seeking endorsement by the Board of Trustees at its November 3, 2011 meeting.

! The Joint Steering Group (JSG) consists of senior NERC staff and the leadership of the Planning, Operating and Critical Infrastructure Protection
technical committees.


http://www.nerc.com/filez/escc.html�

The ESCC discussed the critical infrastructure initiatives underway by NERC and the electricity
industry with senior officials from the U.S. Department of Energy (DOE) and Department of
Homeland Security (DHS). Topics included:

e The ESCC’s endorsement of the new Roadmap to Achieve Energy Delivery Systems
Cybersecurity

e ESCC comments on DHS’ draft National Risk Profile

e DHS reports: “Insider Threat to Utilities” and “Anonymous and Associated Hacker
Groups”

e DHS’ PS-PREP Framework Guide
e The need for a process to allocate security clearances across the industry
Summary of August 16, 2011 ESCC Open Meeting
During the open portion of the meeting, Chair Gerry Cauley provided a brief summary of items

discussed during the closed portion of the meeting. In addition, the ESCC was briefed on a
number of other security-related matters:

e Recent NERC Industry Advisories
= Telephony-Enabled Weakness

=  PLC Protocol Weakness

NERC'’s Draft Crisis Plan

NERC Grid Cyber Exercise, November 16-17, 2011

NERC Security Summit, October 17-20, 2011
DOE/NIST/NERC Risk Management Framework

Future ESCC conference calls and meetings are scheduled as follows:
e October 18, 2011 2:00-3:00 pm OPEN conference call
e November 15, 201 1 2:00-4:00 pm CLOSED conference call
e Meetings have been scheduled through 2012



Agenda ltem 16b
Board of Trustees Meeting

x R E M G November 3, 2011

REGIONAL ENTITY MANAGEMENT GROUP

SARAH ROGERS - FRCC ED SCHWERDT — NPCC SCOTT HENRY — SERC NE LANFORD
DAN SKAAR — MRO TIM GALLAGHER - RFC STACY DOCHODA - SPP RE  MARK MAHER - WECC

Date: October 14, 2011
Memo to: NERC Board of Trustees
From: Tim Gallagher, REMG Chair

Subject: Regiona Entity Report for the November Board Meeting

The Regional Entities appreciate this opportunity to provide input to the NERC Board of
Trustees. All of the Regional Entities take seriously our need to be as consistent as possible in
discharging our delegated responsibilities. A key activity toward meeting this objective is our
constant collaboration and interaction with each other and NERC. Below are summaries of
recent activities of some of the key multi-Regional groups. We aso have provided a statement
from the Regional Entities regarding the Compliance Enforcement Initiative.

Subgroup: ERO-Compliance and Enfor cement Management Group (ECEMG)

The ECEMG’ s purpose is to provide operationa and day-to-day policy guidance in the execution
of the Regional Entity delegation agreements and the NERC Rules of Procedure, specifically as
it pertains to executing the Compliance Monitoring and Enforcement Program (CMEP). The
primary initiative of ECEMG is to obtain consistency and uniformity where appropriate, across
the ERO enterprise (NERC and the Regional Entities), while ensuring efficient and effective use
of resources in executing the statutory responsibilities of the ERO.

Status of current high priority work items:
1. Compliance Enforcement Authority (CEA) Staff Training: Consistent, standardized,
effective training for compliance staff continues to be atopic and area of discussion.

2. GO/GOP Reqistration Directive: A draft Directive has been prepared refining registration
requirements for GO/GOP with TO/TOP facilities and functions. Thisdirective is an interim
document to provide some clarity and guidance while appropriate standards are revised.
Solicit industry for review and comment, finalize, provide to the regions, and post on the
NERC website.

We will continue to work with the NERC Standards Department and Standards Drafting
Team as the project to revise the standards continues. The ultimate goal is that once al
appropriate standards are revised this directive will be rescinded.

3. Risk Based Reliahility Compliance Monitoring: The ECEMG has spent considerable time
discussing and scoping the various aspects of thisinitiative. Severa regions are already
conducting entity risk assessments and working with entities as part of pilot programs.




Other Assignmentsfrom ERO EMG

4. Multi-Region Registered Entity (MRRE) Program: This program will remain an informal
process for now. Will encourage large entities to work with their Regional Entities to
determine alead for CMEP activities.

Future Work

5. Customized Self-Certification Forms: This suggestion came from the ERO Enforcement
focus group as part of the Compliance Enforcement Initiative. The use of ICP and internal
controlsto reduce requirements for Self-Cert will also be considered.

Subgroup: ERO-Réliability Assessments and Performance Analysis Group (ERO-RAPA)

The ERO RAPA coordinates reliability assessment work across the Regional Entities. Current
activities underway include tracking and trending of protective relay mis-operations, improved
Interconnection modeling, training for TADS, GADS, and DADs, and feedback on the * Cold-

Snap’ report.

Subgroup: CIP Compliance Working Group (CCWG)
The CCWG coordinates Regiona Entity efforts regarding the monitoring of NERC’s CIP
Standards. The group meets monthly via phone and quarterly viaface-face meetings.

Latest Top Priorities include the following and were approved by the ECEMG on 10/6/11.:
1 Develop a CCWG MOSS Site — SharePoint Collaboration Site
2. Develop a CIP Auditor Handbook consisting of Regiona CIP Auditor Workbook
and Regional CIP Knowledge Sharing topics
3. TFE Process development — Led by NERC and managed by regional TFE
Administrators (CCWGT — subgroup of CCWG)
4, Regional Evidence & Data Handling Process Devel opment — Ongoing
5. Support ERO Auditor and CIP Auditor workshops, as required

Subgroup: Enforcement Sanction Mitigation Working Group (ESMWG) —
The ESMWG provides aforum for coordination of enforcement matters across the Regional
Entities.

In 2011, the ESMWG focused on implementing solutions to streamline violation processing. In
addition, the ESMWG focused on improving the CMEP. It provided recommendations to the
ECEMG on all sections pertaining to Enforcement and Mitigation as well as the NERC Penalty
Sanction Guidelines. Currently, the ESMWG is focusing on reliability risk assessments, FFT
processing, dismissals, and CIP NOP processing. The ESMWG, as always, continues to focus
on inter-regional collaboration pertaining to Enforcement and Mitigation topics.

Subgroup: Compliance Monitoring Process Working Group (CMPWG)

The Compliance Monitoring Process Working (CMPWG) reports to the ECEMG and has the
mission of developing and maintaining processes and procedures to provide consistency among
the regions in performance of their delegated task of monitoring the registered entities. This
group has oversight for the eight monitoring processes utilized by the regions.

Currently, the CMPWG has the following top projects assigned by the ECEMG:
= Update Compliance Auditor Manual
= Update Audit and Spot Check Report Templates

2



= Develop Audit Approaches for Operations & Planning Standards to be
part of Auditor Manual

Some on-going priorities are:
= Explore avenues to share best practices among the regions and entities
= |dentify areas where the conduct of an audit can be improved
= Work with other working groups on the devel opment of projects

Some projects completed in 2011

= Reviewed and Updated QRSAWSs for 2012

= Supported ERO Workshops

= Finalized Sampling Methodology and Criteria

= Created audit approaches for high profile standards

»  Presented PRC-023 and MOD Audit Approach seminars
Subgroup: Compliance Information Management Group (CIMG)
The CIMG isworking to revise the current Self-Report and Self-Certification reporting formsto
incorporate the new Find, Fix, Track and Report (FFT) process. The CIMG hasidentified
discrepanciesin the Regiona Self-Certification process (e.g. versions of standards required,
schedules, notifications to the Registered Entities, Self-Certification reviews, and processing
possible violations) and is working to align across all Regions. Formal recommendations will be
submitted to the ECEMG.

The next focus for the CIMG is to document the process for synching data from Regional
systems to NERC’s Compliance Reporting, Analysis and Tracking System (CRATS). The god
isto document a consistent approach for submitting data from the Regionsto NERC and a
consistent approach to data sharing from NERC to the Regions. This will include the transmittal
of documents from the Regions to NERC viaaweb service. Other tools and systems the
Regions are utilizing to manage their datawill be demonstrated and discussed among the
Regions during future meetings.

The CIMG islooking to work in conjunction with the Certification and Registration Working
Group (CRWG), Compliance Monitoring Processes Working Group (CMPWG), CIP
Compliance Working Group (CCWG), and Enforcement, Sanctions, and Mitigation Working
Group (ESMWG), to develop tools to manage data from processes identified from these working
groups.

NERC Compliance Enforcement Initiative

All the Regional Entities are supportive of NERC’s Compliance Enforcement Initiative and are
committed to contributing to its success. We will continue to work with Registered Entitiesto
focus resources on where they can have the greatest impact towards addressing risk and
improving reliability. We stress, though, that while the first phase of the CEI is an excellent first
step toward a more risk-based approach to our work, thisis not the end of the journey. We look
forward to the implementation of phases Il and 111 of the CEI and to working with NERC staff
and the industry on further advances toward our common goal in the future.
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New Desktop Metrics App for Forum
Members s samers

Forum members can now create their own custom :

benchmarking reports from the data they submit to NERC I

TADS. After downloading the latest set of webTracker data (our B

version of NERC’s webTADS) into Microsoft Access, a Forum o - T . 5
member can then chose which other Forum members it wants | I I I I I I I |
to compare itself with, select the metrics, decide among various
built-in report algorithms, and create Excel graphs within a
matter of minutes.

Outages pes e

The Access database was developed by the Forum members Example of a bar graph produced by Outage Metrics

themselves, and adding new reports and statistical analyses is Database showing outages per transmission element

very simple for several Forum members. Other reports are
available.

Working with the NERC Staff

To keep the Forum’s webTracker metrics database in synch with NERC TADS requires a
close working relationship between our respective staffs (in this case, Chris Johnson of
the Forum staff and Jim Robinson of NERC). And this is true with the other Forum
programs as well. Our director of security, Karl Perman and Mark Weatherford have
set up regular phone calls, and Don LeKang and Mike Moon and Valerie Agnew talk
every couple of weeks.

Roman Carter sends the Forum staff draft alerts to review, and we provide a quick
turnaround from our various practice groups. The most recent draft advisory on relay
maintenance will also provide us with ideas for new Forum practices. We hope NERC
will continue to ask the Forum for this kind of assistance. Not only does it provide NERC
with a wide perspective and diversity of opinions, the Forum will also ensure the alert,
once it’s released, will receive wide distribution directly to the subject matter experts.

Tom Galloway, the Forum'’s new CEO, will help ensure our relationship with NERC
remains effective.

NERC Standards

All of our practice groups (see list at right) follow the progress of NERC’s standards
under development, as well as changes to NERC rules and definitions, such as the
current efforts to define “bulk electric system.” Forum members who serve on NERC

Forum Practice Groups

Compliance

Human Performance
Maintenance
Modeling

Operator Tools
Operator Training

LoOoNOUEWNR

standard drafting teams report at our groups’ monthly Web meetings and annual Security
workshops on the latest drafts and balloting schedules. This keeps our members System Protection
Vegetation

apprised of the latest changes and provides the drafting team members with an
opportunity to discuss the details of the standards with their colleagues every month.

We've been following FAC -003-2 very closely, and expect that it will have been
approved in its recirculation ballot. Even though the new version will not be in place for
several months, our Vegetation Management Practices Group will begin revising our
practices early next year to align with the changes in the standard and help the Forum
members implement the provisions of this new version.
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Introductions and Chair’s Remarks



NERC Antitrust Compliance Guidelines and Public Announcement



Consent Agenda* — Approve 

1. Minutes

a. August 4, 2011 meeting

2. Committee Membership Appointments and Changes

a. Critical Infrastructure Protection Committee 

b. Compliance and Certification Committee 



Regular Agenda 

3. Comments by Commissioner John Norris

4. Comments by Commissioner Cheryl LaFleur

5. President’s Report

6. Reliability Standards*— Approve

1. Project 2007-07 – Vegetation Management – FAC-003-2

1. Reliability Standards Development Plan 2012-2014 

1. MOD-025-RFC-1: Reactive Power Capability  

1. IRO-006-TRE-1: IROL and SOL Mitigation in the ERCOT Interconnection 

a. PRC-006-SERC-1: Automatic Underfrequency Load Shedding (UFLS) Requirements 

7. NERC Rules of Procedure Nonsubstantive Capitalization and Definition Changes — Approve

8. Reinstatement of NERC Rules of Procedure Section 402.1.3.2 — Approve

9. Amendments to WECC Bylaws, and Reliability Standards Development Procedures — Approve

10. Spare Equipment Database  — Accept

11. Bulk Electric System Definition Project — Review

12. Status of Action Items from NERC Three-Year ERO Performance Assessment — Review

13. Presentation by Tom Bowe, PJM Interconnection

14. Regulatory Update — Information



Standing Committee Reports (Agenda Item 15)*

a. Compliance and Certification Committee

b. Critical Infrastructure Protection Committee

c. Member Representatives Committee

d. Operating Committee

e. Personnel Certification Governance Committee 

f. Planning Committee  

g. Standards Committee

h. Electricity Sub-Sector Coordinating Council



Forum and Group Reports (Agenda Item 16)*

a. North American Energy Standards Board

b. Regional Entity Management Group    

c. North American Transmission Forum 

d. North American Generator Forum 



Board Committee Reports 

17. Corporate Governance and Human Resources

a. Establishment of 457(b) Plan — Approve

18. Compliance

19. Nominating

20. Finance and Audit

a. Review and Accept Statement of Activities; Year End Projection — Accept

b. Risk Management Framework — Approve

21. Standards Oversight and Technology
*Background materials included. 
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Spare Equipment Database

Action


Endorse the Special Report: Spare Equipment Database System and the implementation of the Spare Equipment Database (SED) program in the first quarter of 2012.  


Summary and Background    

The Special Report: Spare Equipment Database System provides a platform for the re-development of a voluntary industry-wide SED, initially focused on providing an inventory of critical transmission and generator step-up (GSU) transformer spares managed by North American bulk electric system Transmission and Generation Owners.  The SED was initiated as part of the ESCC’s Critical Infrastructure Protection Roadmap
 and is a function of NERC’s Technical Committee’s Critical Infrastructure Strategic Initiatives Coordinated Action Plan.
  The report was developed through an industry-wide group, the SED Task Force reporting to the Planning Committee. The report was endorsed by the NERC Planning, Operating and Critical Infrastructure Protection Committees in September 2011. 


As described in the Report, SED will be based on five principles: 


· SED participation will be voluntary for all NERC registered Transmission Owners (TOs) and Generator Owners (GOs), whether or not they have available spare equipment.  


· SED’s content will be long-lead time transformer spares for transmission and GSU transformers. Collected data for each spare will be limited to essential equipment characteristics and contact information. 


· SED’s timeline has been accelerated with a start date in the first quarter of 2012.


· SED will be operated as a confidential and secure database. All SED participants will be required to sign a confidentiality agreement that outlines their responsibilities.


· SED use and release will be automated and monitored to facilitate timely communications between those who need long-lead time equipment damaged by High Impact, Low Frequency (HILF) events and those equipment owners who may be able to share existing spare equipment.  


This database is not meant to replace or supersede any existing transformer sharing agreements, or other neighboring, or regional utility arrangements. The SED is primarily a tool that will be populated and managed by NERC and participating organizations to facilitate timely communications.  Further, the SED will aid the assessment of HILF scenarios. Participating organizations will follow defined guidelines, outlined in a signed confidentiality agreement, to identify the spare equipment included in the database.  

� � HYPERLINK "http://www.nerc.com/docs/escc/ESCC_Critical_Infrastructure_Strategic_Roadmap.pdf" �http://www.nerc.com/docs/escc/ESCC_Critical_Infrastructure_Strategic_Roadmap.pdf� 



�� HYPERLINK "http://www.nerc.com/docs/ciscap/Critical_Infrastructure_Strategic_Initiatives_Coordinated_Action_Plan_BOT_Apprd_11-2010.pdf" �http://www.nerc.com/docs/ciscap/Critical_Infrastructure_Strategic_Initiatives_Coordinated_Action_Plan_BOT_Apprd_11-2010.pdf� 












Status of Action Items from NERC Three-Year ERO Performance Assessment



Action

None.



Summary

Below are summaries of some of the more significant developments in each NERC program area since the March 16, 2011 report to the board, “Progress in Implementing Specific NERC Actions from the Three-Year ERO Performance Assessment.”  NERC plans to produce a final, year-end report for presentation to the board at its February 2012 meeting.



Reliability Standards

Prioritizing Standards — NERC is continuing to use the prioritization process for the 2012-2014 Reliability Standards Development Plan (RSDP).  In 2011, the standards program revised its prioritization tool to allow for more discrete consideration of various criteria during the project prioritization effort. Projects in the 2012-2014 RSDP have been evaluated in terms of Reliability, Time Sensitivity, and Practicality. An initial review of cost considerations in relative terms has been examined as well, based on the subjective opinions of the members of the Standards Committee.  Additionally, the projects have been included in a risk-based work plan, which takes into account industry resource availability (by limiting the number of projects active in any one subject matter area at the same time) and other logistical considerations.  The proposed schedule of start dates for projects in 2012 through 2014 takes into account all of the foregoing considerations, and it is included in the RSDP being presented at the November 2011 meeting of the Board of Trustees.



Engagement with Federal Energy Regulatory Commission (FERC or Commission) staff on U.S. filings — In addition to meeting with staff of FERC’s Office of Electric Reliability for pre-filing meetings, NERC representatives are also meeting with the staffs of various Commissioners regarding high profile filings. 



FERC Directives — NERC processes directives pursuant to its Rules of Procedure. Specifically, when a regulatory order or rule is issued, that order or rule is reviewed and any directives therein related to standards development are added to the NERC Standards Issues Database. NERC then seeks to associate each directive with a specific standard.  Standards and their associated regulatory directives are then prioritized for revision using the RSDP, as described above.  Since NERC was certified as the Electric Reliability Organization (ERO), FERC has issued 44 orders containing approximately 655 directives related to NERC reliability standards. In 2011, NERC developed the “NERC Standards Report, Status and Timetable for Addressing Regulatory Directives,” which will be filed annually with the Commission on or before March 31 of each year in accordance with Section 321.6 of the NERC Rules of Procedure (Rule 321) that was approved by FERC on March 17, 2011.
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Rapid Development Process — The standards project on protection system misoperations used a "rapid development" process to initiate the project. This involved a small team tasked with developing the starting point for a full standard and associated Standard Authorization Request (SAR) in order to present the standards development process with a 90 percent completed solution as a starting point.  In the case of the misoperations project, a small team of professionals was formed and provided detailed training and coaching on results-based standards and how the team fit within the process.  The team was asked to develop the SAR and the first draft of the standard.  This small team included a NERC attorney and a contract technical writer who helped draft requirements and language based on team discussions. All meetings of this team were held in NERC's Atlanta office.  The team developed the SAR and standard and submitted them concurrently, after which a larger team was created to continue their work.  That team was also given training and coaching on results-based standards and how the team fit within the process.  At the time of writing, this project is still underway but somewhat behind schedule.



Rapid Revision Process — The Interpretation of MOD-028 R3.1 is in the process of using a "rapid revision" process to address a narrowly focused reliability standard deficiency.  In this case, a stakeholder identified a case where a requirement seemed to indicate an obligation unintended by the drafting team.  A small team made up of members of the original standard drafting team was assembled, and the team proposed modification to R3 to address the concern.  The team submitted a SAR concurrent with the changes to the standard, and it is expected that the process will result in a revised standard that was modified using the normal standards development process, eliminating the need to follow-up with additional standard activity.  At the time of writing, this project is still underway.



Organization Registration and Certification

Registration and Certification Training — NERC has conducted a number of training webinars and workshops on the registration and certification process for Regional Entities and the industry, which were open to applicable governmental authorities.  These training webinars are posted on the NERC website. A separate presentation that was focused solely on registration options, including Joint Registration Organization (JRO), Coordinated Functional Registration (CFR), and use of other duly executed legal agreements, was developed and presented to the industry via a webinar on September 9, 2011 and will be used in future compliance workshops at both the NERC and Regional Entity levels. NERC has also provided guidance to the industry and the Regional Entities regarding various registration options as it relates to delegation of reliability tasks in NERC Compliance Public Bulletin #2010-004 Guidance for Entities that Delegate Reliability Tasks to a Third Party Entity.  NERC has also provided a webinar to the Regional Entities and the industry regarding how to complete a sample matrix of functional tasks and responsibilities related to a given registration.



Threshold Criteria for Registration — The processes and procedures for the Multi-Regional Registered Entity (MRRE) pilot program have been completed and the pilot program implemented.  While processing selected entities through the pilot program, some jurisdictional and enforcement issues were identified.  NERC is continuing to work on the MRRE with the applicable Regional Entities.



Compliance Monitoring and Enforcement

Compliance Guidance — NERC has been: 1) posting Compliance Application Notices (including draft documents), Compliance Analysis Reports and Case Notes on the NERC website, 2) providing email notifications for activity on the website for these communication vehicles, 3) conducting webinars and workshops for industry, and 4) discussing the use of these communication vehicles at quarterly meetings with industry trade organizations.  In addition, in September 2011, NERC began posting public information on dismissals.



NERC posted a revised compliance audit report procedure and report templates to address several areas for improvement, including the requirement to list the specific evidence the audit team used in determining compliance. The audit report template is scheduled for another review during the fourth quarter of 2011.  The Compliance Monitoring Process Working Group (CMPWG) plans to review and provide suggested improvements to the audit report template for the purpose of providing more useful examples and guidance to the registered entities.



Compliance Enforcement Initiative — NERC and the Regional Entities are employing a more comprehensive and integrated risk control strategy that differentiates and addresses compliance issues according to their significance to the reliability of the bulk power system (BPS).  In addition, NERC and the Regional Entities are increasing the utilization of their inherent enforcement discretion in the implementation of compliance and enforcement activities.  



This new initiative is not about whether Possible Violations should or will be addressed.  In all cases and regardless of the filing format, such matters are expected to be found, fixed, tracked and reported to the Regional Entities, NERC and the Commission.  Lesser risk issues that have been corrected will be presented as Remediated Issues in a Find, Fix, Track and Report (FFT) spreadsheet format that will be submitted to FERC in an informational filing on a monthly basis.  More serious risk violations will be submitted in a new Spreadsheet Notice of Penalty (NOP) or Full NOP, as warranted.  On September 30, 2011, NERC submitted a filing setting forth its compliance enforcement initiative and new reporting mechanisms and also submitted the first FFT informational filing and the first Spreadsheet NOP.

 

Auditor Training — NERC conducted two ERO auditor workshops, one in February 2011, with 88 percent of the Regional Entity auditors in attendance, and a second on September 20.  Regional Entity audit staffs responsible for auditing compliance with both Order No. 693 standards and CIP standards attended the February 2011 workshop.  NERC plans to continue this program going forward and has scheduled two more ERO auditor workshops for 2012.  In 2011, NERC started developing an ERO Auditor Certification Program that will include elements for initial auditor training, continuous auditor training, and focused auditor training.  Additionally, training is conducted twice a year for investigative personnel in the Regions.  Additional information and compliance guidance is available to ERO personnel on the NERC website, including Reliability Standard Audit Worksheets (RSAWs), Compliance Application Notices, Compliance Analysis Reports and Case Notes.



NERC began development in 2011 on two significant compliance personnel training initiatives: Auditor Training and Auditor Reference Guide for Compliance Application. Auditor Training is planned to include various media including classroom education, on-line materials and web-based training, and will create a hierarchy of auditor expertise levels, allowing auditors of the highest expertise to exercise enforcement discretion.  The Auditor Reference Guide for Compliance Application is planned to provide both an on-line reference guide for how auditors are to assess compliance for each family of reliability standards, and a web-based training module for each family of reliability standards.  These tools will provide one location for compliance application information and be updated as needed to include answers to current compliance application questions.  As such, these will ultimately replace the RSAWs and the Compliance Application Notices.



Improving RSAWs — RSAWs are continuously prioritized and reviewed for updates and improvements as appropriate.  Further refinements and the addition of more information in the RSAWs to facilitate compliance are planned in 2011 and 2012.  Future enhancements include converting the RSAWs from MS Word documents into a database and then linking them to the reliability standards database.   RSAWs are developed based on changes to the Actively Monitored Reliability Standards list (AML).  The developments and revisions are performed as an ERO effort that includes input from the eight Regional Entities via the Compliance Monitoring Process Working Group (CMPWG).



Audit Process Improvements — Revisions to the post-audit questionnaires are on the agenda for the CMPWG the fourth quarter of 2011.  Compliance Operations, specifically the Audit Assurance and Oversight (AAO) department, reviews its processes for enhancement including the addition of references to the U.S. Government Accountability Office (GAO) Standards. AAO has enhanced its audit observation process and is developing new processes for tracking Regional Entity implementation of the CMEP and Regional Delegation Agreements (RDAs).  AAO developed a Risk-Based Compliance Monitoring approach for 2011 and has made substantial changes to address risk-based compliance monitoring in 2012.   



In addition, the 2012 CMEP Implementation Plan includes a set of reliability standards that were selected based on the initiative to develop a risk-based approach for compliance monitoring. A substantial change to the 2011 risk-based compliance monitoring is the introduction of a three-tiered approach to compliance auditing.  The implementation plan also requires Regional Entities to conduct a registered entity assessment, including an analysis of a registered entity’s compliance history and internal compliance program, when determining the scope of compliance monitoring activities.



Compliance Data Retention — The Compliance Process Bulletin #2011-001 “Data Retention Requirements” posted on May 20, 2011 superseded the 2009-005: “Current In-Force Document Data Retention requirements for Registered Entities.”







Event Analysis and Information Exchange

Event Analysis Process Document — The latest version of the process document is planned for review and endorsement by the NERC Operating and Planning Committees and approval by the NERC board in February 2012.  The document includes specific analysis threshold criteria.  Revisions to the Rules of Procedure with respect to Event Analysis also are planned for board approval in February 2012.



Staffing — The two open positions in Event Analysis and Investigations have been filled with one person having cause analysis expertise and the other with human performance expertise.



Cause Analysis Training — The newly developed cause analysis training program was delivered once in September and second class is scheduled to be delivered in the fourth quarter of 2011. 



Reliability Assessment

Improve Granularity; Support Assumptions and Conclusions — NERC has increased granularity on data and information collected towards operating areas, rather than Regional Entities.  This has increased the visibility of resource assessments for operating areas, such as Independent System Operators/Regional Transmission Organizations that cross multiple regional entity boundaries.  Also, developed more consistency throughout assessment reports whereby conclusions are supported by operating regional assessments



Avoidance of Policy Positions — NERC evaluates the impacts of policy, such as environmental regulations, but does not take policy positions on those policies.



Scenario Assessments — NERC will review in 2011 a high demand case, and use the NERC projects as a reference case for two 2010 Special Reliability Scenario Assessments: Resource Adequacy Assessment of Potential U.S. Environmental Regulations, and Potential Reliability Impacts of Swift Demand Growth after a Long-Term Recession.



Performance Analysis and Metrics

Risk Performance Analysis — The Reliability Metrics Working Group (RMWG) will be submitting its first foundational report, titled “Risk to Reliability Performance” that will provide a consolidated view of risk measurements to NERC’s b in 2011.



Integrated Reliability Metrics — Reliability metrics webinars and meetings are ongoing in 2011 and endorsement by the Planning and Operating Committees will be requested in the first quarter of 2012.



Critical Infrastructure Protection

Critical Cyber Asset Identification — NERC developed and delivered one industry webinar on September 1, 2011, presenting the Critical Cyber Asset Identification Guideline.  An additional webinar is scheduled for November 18, 2011, on “Implementing an Electronic Security Perimeter Where None Has Existed Before.”



CIP Auditor Workshops — NERC conducted four auditor workshops in 2011 that had CIP-specific components.  The ERO Auditor workshops in February and September attracted a majority of CIP auditors, and included information pertinent to all ERO auditors, as well as breakout sessions with special emphasis on CIP compliance issues.  In addition to the ERO Auditor workshops, the Critical Infrastructure Division (CID) also sponsored two workshops geared specifically for CIP auditors.  The first CID-sponsored workshop was held on June 28 and the second CID-sponsored workshop was held on September 22-23.  The CIP issues addressed during the workshops arose from recommendations from NERC staff as well as suggestions from Regional auditors, and included topics such as case studies, audit consistency, interviewing skills, writing data requests, and audit report writing skills.



FERC Order No. 706 Directives — The Drafting Team has completed its work to address all remaining identified directives in FERC Order No. 706 and the order accepting the “ports and services” interpretation to CIP-006.  The standards are undergoing NERC Quality Review (QR) during October 2011.  Drafting Team responses to the NERC QR comments should be completed by the end of October, and followed by posting in early November.  The current schedule anticipates: industry ballot approval by June 2012; NERC board approval in August 2012; and filing with FERC and other applicable governmental authorities in September 2012.



TFE Procedure and Reporting — NERC finalized the TFE procedure, which the NERC board and FERC approved as Appendix 4D to the NERC Rules of Procedure.  The current version of Appendix 4D took effect on April 12, 2011, and has guided the day-to-day administration of the ERO’s TFE program, as well as tracking and reporting of TFE data.  The first TFE report to FERC covered the period from January 1, 2010, to June 30, 2011, and was filed with FERC on September 28, 2011.  The TFE Managers, which include representatives from all eight Regions and the NERC TFE Program Manager, will convene a “TFE Summit” with FERC representatives by December 2011 to discuss the annual report and to propose revisions to the TFE program to ease the burden on Responsible Entities and the Regions.



CIP Standards Interpretations — As requested by the Standards Committee, a standing CIP Interpretation Drafting Team (IDT) has been established to address all CIP-related interpretation requests.



CIP Alerts and Information Sharing — In Q1 2011, NERC reviewed the ES-ISAC and identified key areas for improvement.  As a result of the review, NERC has implemented several changes to the ES-ISAC, including: hiring personnel to staff the ES-ISAC; deploying an upgraded ES-ISAC website, which contains announcements on threats and vulnerabilities; a calendar to display upcoming meetings and events; links to external security sites; an updated library with reports and public Alert information; and streamlining the NERC Alert process development to shorten the time needed to publish alerts and to ensure key stakeholders—such as Hydra, industry trade organizations, and technical committees—are included in the development process.  In addition, the ES-ISAC issued seven alerts in 2011 and worked with registered entities to track progress in mitigating the Aurora vulnerability.



Contributing to the Alert process, the Hydra group continues to evolve and grow.  Hydra was integrated into the NERC Alert development process and has successfully provided critical and timely feedback to NERC.  Hydra’s involvement was highlighted during the development of several recent NERC Alerts including the “Telephony-enabled Weakness” alert.  Hydra will have a collaboration tool in the newly-designed ES-ISAC portal and will continue to evolve and be augmented by specific external subject matter experts as necessary.



Situation Awareness

SAFNR Version 2 —NERC expects to have live streaming of information from four to six Reliability Coordinators by the end of October 2011.



Training, Education, and Personnel Certification

Advanced System Operator Credential — The NERC Personnel Certification Governance Committee (PCGC) issued a white paper for industry comment on this concept, which included additional testing requirements, simulation testing, and specific number of years experience to qualify for the advanced credential.  Industry comments indicated no benefit to creating an advanced credential that would be offered on a voluntary basis.  As a result, the PCGC halted the project.  This was reported to the NERC board and no further work on this concept is expected at this time.



Broaden Operator Certification Program – The PCGC had been working on broadening the renewal process so that certified system operators will be required to take a certain number of task (job)-related courses as part of their renewal requirements.  The PCGC has tabled this topic to allow the industry to implement the new PER-005 requirements.  This concept may be readdressed in the future.



Improve the System for Tracking Continuing Education Hours – NERC continues to identify improvements to the database. The latest round of changes to improve functionality were tested and implemented in September 2011. 



Offer More Targeted and Timely Education Programs – Training resources were added to the training group to provide training expertise to support improved educational programs.  NERC hired a new Training Director and a Training Manager in June, and a technical training specialist in August 2011.   With the additional training leadership, the ERO Training and Education Group will gain new momentum in identifying educational topics that most benefit the industry.  In addition, NERC is working with the Operating Committee’s Personnel Subcommittee to develop guidance on the elements of strong training programs.



“Open Source” System for Providing Information — NERC researched the use and benefits of using “open source” collaborative systems for providing information to the industry.  The use of tools such as blogs and wiki’s has merit, but also drawbacks, such as inappropriate use of implied guidance from NERC.  Because of the resources and attention needed to adequately monitor and control such platforms, no additional action is planned.



Requirements for Training Programs and Providers – NERC is working with the personnel subcommittee to develop guidance on the elements of strong training programs.



Finance and Controls

Multi-year Business Plans and Budgets — As part of the 2012 Business Plans and Budgets, NERC and the Regional Entities included information with respect to 2012-2014 projected resource requirements to meet the Strategic Goals and associated objectives.



Long-Term Strategic Goals — NERC has been working and will continue to work with the Regional Entities to develop long-term strategic goals, objectives, assumptions and financial forecasts and utilize and include this information in the annual business planning and budgeting process and documentation.  This effort will be undertaken each year as part of the business planning and budgeting process.



Uniform Budgeting Tool — Common templates have been developed and are used by NERC and the Regional Entities for budget preparation and presentation.  Beyond the development and use of common templates, NERC and the Regional Entities have been developing 3-year forecasts for use in each annual business planning and budgeting cycle. This information was included in NERC and the Regional Entities’ proposed 2012 Business Plans and Budgets and will continue to be refined and utilized in connection with the preparation of each annual business plan and budget.
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Update on Regulatory Matters

(As of October 5, 2011)

Action

None



Regulatory Matters in Canada

1. Negotiation of the second agreement among NERC, the Régie and NPCC regarding implementation of mandatory standards in Québec has been tentatively concluded and the agreement is under consideration by the provincial government. The Régie has issued a preliminary decision regarding adoption of mandatory standards for Québec.

2. NERC Reliability Standards adopted as mandatory July 2011 in Nova Scotia.

3. Adoption of NERC Reliability Standards ongoing in Alberta.

4. Implementing regulations being developed in Manitoba.

5. Implementing regulations being developed in British Columbia.



FERC Orders Issued Since the Last Update 

1. July 13, 2011 – Order Nos. 748-A and 749-A – Order on Clarification in which the Commission granted NERC's request for clarification of certain aspects of Order No. 748 including: (1) the proper effective date language for Reliability Standard IRO-004-2; (2) the correct version identification for the approval of EOP-001 intended by the Commission; and (3) the proper effective date for Reliability Standard EOP-001-2. The Commission also granted NERC’s request for clarification of Order No. 749 with respect to the version EOP-001 the Commission intended to approve and its effective date.  Docket Nos. RM10-15-001 and RM10-16-001

2. July 20, 2011 – Commission found there is insufficient consensus for the five families of smart grid interoperability standards under consideration and declined to institute a rulemaking proceeding with respect to these standards and terminated this docket.  Docket No. RM11-2-000

3. July 21, 2011 – Commission denied Nebraska Public Power District’s and Southwest Power Pool Regional Entity’s requests to permit transfer of the Nebraska Entities’ compliance registrations from Midwest Reliability Organization to Southwest Power Pool Regional Entity.  Docket Nos.  RR11-1-000, RR11-1-001

4. July 29, 2011 – Order on Notices of Penalty – June 29, 2011 Notices of Penalty  –The Commission issued an Order stating that it would not further review, on its own motion, the following Notices of Penalty in Docket Nos. NP11-201-000 Lane Electric Cooperative Inc.; NP11-202-000 High Desert Power Project, LLC; NP11-203-000 City of Loveland, Colorado; NP11-204-000 Unidentified Registered Entity; NP11-205-000 Unidentified Registered Entity; NP11-206-000 Unidentified Registered Entity; NP11-207-000 Troy Energy, LLC; NP11-208-000 Black Hills/Colorado Electric Utility Co.; NP11-209-000 Blachly-Lane Electric Cooperative; NP11-210-000 Indianapolis Power & Light Co.; NP11-211-000 Unidentified Registered Entity; NP11-212-000 Unidentified Registered Entity; NP11-213-000 Unidentified Registered Entity; NP11-214-000 T.E.S. Filer City Station, LP; NP11-215-000 Boise-Kuna Irrigation District; NP11-216-000 Merced Irrigation District; NP11-217-000 High Trail Wind Farm, LLC; NP11-218-000 Unidentified Registered Entity; NP11-219-000 City of Batavia Municipal Electric ; NP11-220-000 Elwood Energy, LLC; NP11-221-000 Columbia Rural Electric Assoc.; NP11-222-000 Luminant Energy Co.; NP11-223-000 Unidentified Registered Entity; NP11-224-000 Alcoa Power Generating Inc.; NP11-225-000 Unidentified Registered Entity; NP11-226-000 Unidentified Registered Entity; NP11-227-000 Springfield Utility Board and NP11-228-000 Administrative Citation NOP.

5. August 2, 2011 – Order Approving Reliability Standard CIP-001-2a Sabotage Reporting with a Regional Variance for Texas Reliability Entity, Inc.  Docket No. RD11-6-000

6. August 22, 2011 – Notice of FERC Audit of NERC – The Division of Audits in the Office of Enforcement of FERC commenced an audit of NERC.  Docket No. FA11-21-000

7. August 25, 2011 – Letter Order Approving NERC's December 1, 2010 Standards Process Manual Filing in compliance with FERC's September 2010 Order.  Docket No RR10-12-001

8. August 29, 2011 – Order on Notices of Penalty – July 28 and July 29, 2011 Notices of Penalty – The Commission issued an Order stating that it would not further review, on its own motion, the following Notices of Penalty in Docket Nos. NP11-229-000 Unidentified Registered Entity; NP11-230-000 Unidentified Registered Entity; NP11-231-000 Ripon Cogeneration LLC; NP11-232-000 The Detroit Edison Company; NP11-233-000 Unidentified Registered Entity; NP11-234-000 Unidentified Registered Entity; NP11-235-000 New Covert Generating Company, LLC; NP11-236-000 Scurry County Wind LP; NP11-237-000 Unidentified Registered Entity; NP11-239-000 Public Utility District No. 1 of Snohomish County; NP11-240-000 Public Service Company of New Mexico; NP11-241-000 Dynegy Inc.; NP11-242-000 Panoche Energy Center LLC; NP11-243-000 Unidentified Registered Entity; NP11-244-000 NextEra Energy Resources, LLC; NP11-245-000 Exelon Generation Co., LLC; NP11-246-000 Scrubgrass Generating Company, LP; NP11-247-000 Unidentified Registered Entity; NP11-248-000 Unidentified Registered Entity; NP11-249-000 Unidentified Registered Entity; NP11-250-000 Unidentified Registered Entity; NP11-251-000 Unidentified Registered Entity; NP11-252-000 Arizona Electric Power Cooperative, Inc.; NP11-253-000 Administrative Citation Notice of Penalty.

9. August 29, 2011 – The Commission issued an order initiating a review of the July 28, 2011 Notice of Penalty for Southwestern Power Administration and established a filing deadline for any answers, interventions or comments. Docket No. NP11-238-000



10. August 29, 2011 – The Commission approves the Stipulation and Consent Agreement between the Office of Enforcement, NERC, and Grand River Dam Authority.  Docket No. IN11-7-000

11. September 9, 2011 – The Commission issued an Order stating that it would not further review, on its own motion, the following Notice of Penalty regarding an Unidentified Registered Entity. Docket No. NP11-184-000

12. September 9, 2011 – The Commission issued an Order stating that it would not further review, on its own motion, the following Notices of Penalty in Docket Nos. NP11-254-000 Rochester Public Utilities; NP11-255-000 AES Deepwater, Inc.; NP11-256-000 Progress Energy Florida; NP11-257-000 Optim Energy Marketing, LLC; NP11-258-000 Iberdrola Renewables and NP11-259-000 Western Electricity Coordinating Council.

13. September 15, 2011 – Notice of Proposed Rulemaking proposing to approve the Transmission Relay Loadability Standard PRC-023-2 and accompanying NERC Rules of Procedure modifications.  Docket No. RM11-16-000 

14. September 15, 2011 – Order No. 754 – Order Approving Interpretation of TPL-002-0 Requirement R1.3.10.  Docket No. RM10-6-000; Order No. 754

15. September 15, 2011 – Notice of Proposed Rulemaking on Version 4 CIP Reliability Standards proposed to approve eight modified Critical Infrastructure Protection (CIP) Reliability Standards, CIP-002-4 through CIP-009-4.  Docket RM11-11-000

16. September 15, 2011 – Order No. 733-B – Order Denying Reconsideration and Granting Clarification in Part and Denying Clarification in Part regarding the requests for clarification or reconsideration of Order No. 733-A, which addressed requests for rehearing and clarification of FERC's Final Rule on NERC Reliability Standard PRC-023-1 regarding “Relay Loadability.” Docket No. RM08-13-004

17. September 15, 2011 – Order Approving Personnel Performance, Training, and Qualification Reliability Standard PER-003-1.  Docket No. RD11-7-000

18. September 15, 2011 – Order No. 753 – Order Approving ERO Interpretation of Transmission Operations Reliability Standard TOP-001-1 Requirement R8.  Docket No. RM10-29-000; Order No. 753

19. September 21, 2011 – A Technical Conference on Penalty Guidelines to discuss the impact of the guidelines on compliance and enforcement matters will be held on November 17, 2011.  Docket No. PL10-4-000 

20. September 26, 2011 – Order Approving Interpretations to PRC-004-1 and PRC-005-1.  Docket No. RD11-5-000

21. September 26, 2011 – A Technical Conference on CIP-006-2 to explore the risks of leaving dial-up intelligent electronic devices that are part of the Bulk-Power System and that use non-routable protocols physically unprotected will be held on October 25, 2011.  Docket No. RD10-8-000

22. September 30, 2011 – Order on Notices of Penalty – August 31, 2011 Notices of Penalty  – The Commission issued an Order stating that it would not further review, on its own motion, the following Notices of Penalty in Docket Nos. NP11-260-000 Louisiana Energy and Power Authority; NP11-261-000 Unidentified Registered Entity; NP11-262-000 Unidentified Registered Entity; NP11-263-000 Unidentified Registered Entity; NP11-264-000 Unidentified Registered Entity; NP11-265-000 Cleco Corporation; and NP11-266-000 Administrative Citation Notice of Penalty.



NERC Filings Since the Last Update

1. July 13, 2011 - Comments in Support of the Supplemental Comments in the July 13, 2011 filing of the Trade Associations (Edison Electric Institute, the American Public Power Association, the National Rural Electric Cooperative Association, the Electric Power Supply Association, the Transmission Access Policy Study Group, and the Canadian Electricity Association) regarding the proposed interpretation of Reliability Standard TPL-002, Requirement R1.3.10.  Docket No. RM10-6-000

2. July 15, 2011 - Supplemental Informational Filing regarding the June 29, 2011 Notice of Penalty for an Unidentified Registered Entity.  Docket No. NP11-213-000

3. July 18, 2011 - Request for Clarification or, in the Alternative, Rehearing of the Order Denying Appeals of Compliance Registry Determinations of Milford Wind Corridor Phase I, LLC, and Cedar Creek Wind Energy.  Docket Nos. RC11-1-001 and RC11-2-001

4. July 20, 2011 - Supplemental Filing for a Notice of Penalty regarding an Unidentified Registered Entity. Docket No. NP11-206-000

5. July 21, 2011 - Filing in Support of the June 20, 2011 compliance filing of the Western Electricity Coordinating Council in Response to Order Numbers 751 and 752 on Version One Regional Reliability Standards.  Docket No. RM11-11-000

6. July 21, 2011 - Informational Filing in Response to Order 733-A on Rehearing, Clarification, and Request for an Extension of Time addressing certain aspects of the August 14, 2003 blackout investigation relative to operation of protective relays in response to stable power swings.  Docket No. RM08-13-000

7. July 26, 2011 - Informational Report on NERC Standards Status and Timetable for Addressing Regulatory Directives received from applicable ERO governmental authorities.  Docket No. RR09-6-003

8. July 28, 2011 – Notices of Penalty regarding the following entities in Docket Nos. NP11-229-000 Unidentified Registered Entity; NP11-230-000 Unidentified Registered Entity; NP11-231-000 Ripon Cogeneration LLC; NP11-232-000 The Detroit Edison Company; NP11-233-000 Unidentified Registered Entity; NP11-234-000 Unidentified Registered Entity; NP11-235-000 New Covert Generating Company, LLC; NP11-236-000 Scurry County Wind LP; NP11-237-000 Unidentified Registered Entity; NP11-239-000 Public Utility District No. 1 of Snohomish County; NP11-240-000 Public Service Company of New Mexico; NP11-241-000 Dynegy Inc.; NP11-242-000 Panoche Energy Center LLC; NP11-243-000 Unidentified Registered Entity; NP11-244-000 NextEra Energy Resources, LLC; NP11-245-000 Exelon Generation Co., LLC; NP11-246-000 Scrubgrass Generating Company, LP; NP11-247-000 Unidentified Registered Entity; NP11-248-000 Unidentified Registered Entity; NP11-249-000 Unidentified Registered Entity; NP11-250-000 Unidentified Registered Entity; NP11-251-000 Unidentified Registered Entity; and NP11-252-000 Arizona Electric Power Cooperative, Inc.

9. July 29, 2011 - Informational Report on Analysis of Standard Process Results for the Second Quarter 2011.  Docket Nos. RR06-1-000, RR09-7-000

10. July 29, 2011 – Administrative Citation Notice of Penalty in NP11-253-000.

11. August 11, 2011 - Motion to Further Defer Action on Time Error Correction Reliability Standard.  Docket No. RM09-13-000

12. August 11, 2011 – Notices of Penalty regarding the following entities in Docket Nos. NP11-254-000 Rochester Public Utilities; NP11-255-000 AES Deepwater, Inc.; NP11-256-000 Progress Energy Florida; NP11-257-000 Optim Energy Marketing, LLC; NP11-258-000 Iberdrola Renewables and NP11-259-000 Western Electricity Coordinating Council.

13. August 24, 2011 - Request of NERC for Acceptance of 2012 Business Plan and Budget and the 2012 Business Plans and Budget of Regional Entities and for Approval of Proposed Assessments to Fund Budgets.  Docket No. RR11-7-000

14. August 31, 2011 - Second Quarter 2011 Compliance Filing in Response to Paragraph 629 of Order No. 693.  Docket No. RM06-16-000

15. August 31, 2011 – Notices of Penalty regarding the following entities in Docket Nos. NP11-260-000 Louisiana Energy and Power Authority; NP11-261-000 Unidentified Registered Entity; NP11-262-000 Unidentified Registered Entity; NP11-263-000 Unidentified Registered Entity; NP11-264-000 Unidentified Registered Entity; NP11-265-000 Cleco Corporation; and NP11-266-000 Administrative Citation Notice of Penalty.

16. September 6, 2011 – Supplemental Informational Filing regarding the August 31, 2011 Administrative Citation Notice of Penalty. Docket No. NP11-266-000

17. September 9, 2011 - Petition for Approval of Interpretations to Requirements to Requirements R1 and R3.2 of EOP-001-0 — Emergency Operations Planning (EOP-001-0).  Docket No. RM11- 32-000

18. September 13, 2011 - NERC and WECC submit a joint motion for extension of time from September 14, 2011 to November 14, 2011 to allow NERC to submit a compliance filing in response to the Commission’s June 16, 2011 Order regarding the registration of Cedar Creek Wind Energy, LLC and Milford Wind Corridor Phase I, LLC.  The Commission directed NERC to submit a compliance filing identifying the Reliability Standards and Requirements that will be applicable to Cedar Creek and Milford. Docket Nos. RC11-1-000 and RC11-2-000 

19. September 19, 2011Additional Comments in Support of the Notice of Penalty filed on July 28, 2011 regarding Southwestern Power Administration. Docket No. NP11-238-000



20. September 28, 2011 - First Annual Report on Wide-Area Analysis of Technical Feasibility Exceptions.  Docket No. RR10-1-000

21. September 30, 2011 - Petition Requesting Approval of New Enforcement Mechanisms and Submittal of Initial Find Fix and Track (FFT) Informational Filing. Docket No. RC11-6-000

22. September 30, 2011 - Notices of Penalty regarding the following entities in Docket Nos. NP11-267-000 Metropolitan Edison Company; NP11-268-000 Electric Reliability Council of Texas, Inc.; NP11-269-000 Unidentified Registered Entity; and NP11-270 Spreadsheet Notice of Penalty.

23. October 3, 2011 - Motion to Intervene and Comments regarding the appeal of the City of Holland, Michigan Board of Public Works.  Docket No. RC11-5-000



Anticipated NERC Filings

1. October 14, 2011 – NERC will file a Petition for Approval of Revised Transmission Planning System Performance Requirements Reliability Standard and Seven Glossary Terms and for Retirement of Six Existing Reliability Standards for the TPL-001-2 standard. 

2. November/December 2011 – NERC will submit proposed changes to the NERC Rules of Procedure.

3. November 21, 2011 – NERC must submit comments in response to the September 15, 2011 Transmission Relay Loadability Notice of Proposed Rulemaking.  Docket No. RM11-16-000

4. November 21, 2011 – NERC must submit comments in response to the September 15, 2011 Version 4 Critical Infrastructure Protection Reliability Standards Notice of Proposed Rulemaking.  Docket No. RM11-11-000

5. December 2011 – Reliability Standards Development Plan: 2012-2014.  NERC is required, pursuant to Rule 310 of the NERC Rules of Procedure, to file an updated annual work plan for the development of Reliability Standards.  Docket Nos. RM05-25-000, RM05-17-000, RM06-16-000.

6. December 31, 2011 – NERC must submit an informational filing regarding the restructured audit program of the Regional Entities. (see December 23, 2010) Docket Nos. RR09-7-000 and RR10-11-000

7. January 25, 2012 – NERC must submit a filing within one year of the January 25, 2011 effective date of the November 18, 2010 Order regarding the Revision to ERO Definition of the Bulk Electric System.  NERC’s filing will include a proposed change to the definition of “Bulk Electric System” and corresponding changes to the NERC Rules of Procedure. NERC, Order No. 743, Docket No. RM09-18-000

8. March 15, 2012 – NERC must submit an informational filing, six months from the issuance of the Order No. 754 which approved the interpretation of Requirement R1.3.10 of TPL-002-0, to explain whether there is a further system protection issue that needs to be addressed and if so, what forum and process should be used to address that issue and what priority it should be accorded relative to the other reliability initiatives planned by NERC. Docket No. RM10-6-000

9. April to June 2012 (Second Quarter 2012) – NERC’s timeline to address all outstanding issues from Order No. 706 directives, anticipated that NERC will submit next version of CIP Standards to the NERC Board of Trustees.  See NERC’s May 27, 2011 Response to Data Requests, Response 1 and the 2011-2013 Informational Filing on the Standards Development Plan.  Docket Nos. RM05-17-000, RM05-25-000, RM06-16-000 and RM11-11-000

10. May 2012 – NERC must submit a revised BAL-003 Standard (See October 25, 2010 NERC Filing).  Docket No. RM06-16-011

11. May 22, 2012 –NERC and WECC will submit a revised Standard that includes the Violation Severity Levels associated with each requirement of the revised BAL-004-WECC-1 Standard (See May 21, 2009 Order) (See November 22, 2010 NERC submittal).  Docket No. RM08-12-000

12.  May 31, 2012 – NERC’s true-up filing for the 2010 business plans and budgets.

13. July to September 2012 (Third Quarter 2012) – NERC’s timeline to address all outstanding issues from Order No. 706 directives, anticipated that NERC will file next version of CIP Standards at FERC.  See NERC’s May 27, 2011 Response to Data Requests, Response 1 and the 2011-2013 Informational Filing on the Standards Development Plan.  Docket Nos. RM05-17-000, RM05-25-000, RM06-16-000 and RM11-11-000

14. August 23, 2012 – NERC must address Order No. 693 Directives to consider if EMS application support personnel should be included in training Reliability Standard.  Docket No. RM09-25-000

15. February 17, 2013 – NERC must comply with directives in Order No. 733 for filing the test and the results from a representative sample of utilities in each of the three Interconnections (see February 17, 2011 Order No. 733-A).  Docket No. RM08-13-001 








		





NERC Compliance and Certification Committee

Report to the NERC Board of Directors



Action 

None



Background 

This report provides a summary of the key activities of the Compliance and Certification Committee (CCC) and its associated subgroups in support of the NERC mission and goals and the CCC charter.  These activities were performed after the last NERC Board of Trustees meeting in Vancouver, Canada.



CCC Meetings

The CCC held its quarterly meeting on September 21-22, 2011 in Denver, Colorado.  The previous CCC meeting minutes of the June meeting in Chicago are posted at

http://www.nerc.com/filez/cccmin.html.



NERC Stakeholder Effectiveness and Perception Survey Report

The CCC conducted a recent NERC Stakeholder Effectiveness and Perception Survey.  The survey gathered comments with respect to stakeholders’ perceptions of NERC’s policies, practices and effectiveness of the Compliance program, Registration program, and Certification program.  The survey results are being evaluated by the CCC, and a report will be provided to the Board of Trustees for its February 2012 meeting.



Spot Check by CCC of NERC’s Compliance Monitoring and Enforcement Program and Reliability Standards Applicable to NERC

To fulfill its obligations to monitor NERC’s compliance with the Rules of Procedure regarding the Compliance Monitoring and Enforcement Program and Reliability Standards applicable to NERC, the CCC will conduct spot checks of these two areas in 2011.



The spot check of the Reliability Standards applicable to NERC was conducted October 12-13 in Atlanta; the spot check of the Compliance Monitoring and Enforcement Program is scheduled for November 15-18 in Washington, D.C. 



The CCC also participated in the NERC Audit Team training conducted in Atlanta by NERC staff.



NERC Standards Quality Reviews

The CCC and its representatives continue to participate on a regular basis in quality reviews as set forth in the Standard Processes Manual.
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NERC Risk Management and Internal Controls (RMIC) Initiative

The CCC has been working with the Board of Trustees Finance and Audit Committee to structure an enterprise risk management and internal controls program.  The CCC has reviewed the Board of Trustees proposal and given comments on how it believes the program will be most effective with respect to the RMIC committee and CCC interfaces.



CCC 2012 Work Plan

The CCC is preparing its 2012 Work Plan.  The plan will be developed in accordance with the activities that the CCC and the RMIC coordinate.  The work plan will be submitted to the Board of Trustees for approval in February 2012.



NERC Compliance and Enforcement Initiative

The CCC Chair provided comments to NERC with respect to its filing for the new Find, Fix and Track (FFT) compliance and enforcement filing.



Risk-Based Reliability Compliance Working Group (RBRCWG)

The CCC provided NERC a deliverable with regard to structuring a risk-based compliance program.



Risk-Based Reliability Compliance (RBRC) is an approach to reliability compliance where the monitoring and enforcement efforts are proportional to the actual or potential risk or harm[footnoteRef:1] to the reliability of the Bulk Electric System (BES).  For compliance monitoring this means targeted audits focused on requirements that address significant actual or potential risk to the reliability of the BES.  For enforcement this means a more efficient process that focuses necessary resources on violations[footnoteRef:2] that result in actual or potential harm to the reliability of the BES and conversely focuses minimal resources on violations that result in minimal or no harm to the reliability of the BES. [1:  	The Violation Risk Factors categorize the associated risk of non-compliance for specific reliability standard requirements.  However, the actual or potential risk or harm to the reliability of the BES is a function of the specific facts and circumstances related to a specific violation. ]  [2:  	Includes violations discovered via any method, e.g., audits, self-reports, self-certifications, etc.] 




Inconsistencies in Standards Task Force

The CCC is working with NERC staff to resolve differences between the CAN and Standard Interpretation Processes.



NERC Trades Meeting

The CCC Chair participated in the NERC Trade Association Update meeting in Washington, D.C. on October 4.



W. Clay Smith

NERC CCC Chair
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Critical Infrastructure Protection Committee Report


Action

None

Background


This report provides a summary of the key activities of the Critical Infrastructure Protection Committee (CIPC) and its associated subgroups in support of the NERC mission and goals and the CIPC charter.  The CIPC meeting minutes for the September 14-15, 2011 meeting are on the NERC website at http://www.nerc.com/filez/cipmin.html. 

CIPC Leadership Elections for 2012-2013.  At its September meeting the CIPC elected a new Chair and two Vice Chairs for the 2012-2013 term.  The new Chair will be Charles Abell of Ameren Corporation, and the Vice Chairs will be Jim Brenton of ERCOT and Nathan Mitchell of the American Public Power Association (APPA).  The CIPC Executive Committee will be elected at the December 2011 CIPC meeting.

Critical Infrastructure Strategic Initiative – Coordinated Action Plan Activities.  The CIPC, Operating Committee (OC) and Planning Committee (PC) officers and NERC staff continue to direct and manage the coordinated action plan activities as they relate to the recently created task forces.  The committee leadership accomplishes this work via conference calls and in-person meetings as needed.

Classified Briefing for CIPC and Other Industry Participants.  The CIPC and NERC staff have confirmed a classified secret-level briefing for CIPC members and other industry participants scheduled for 9 a.m. in Atlanta on December 14, 2011.  The location in Atlanta has not yet been confirmed.  We will work with our government partners to encourage the provision of quality take-away information that can be shared with industry outside of a classified environment. The efforts by DHS and DOE in this area are very much appreciated and further the goal of increasing the value of the public-private partnership.

CIPC Executive Committee Review of Draft NERC Alerts.  The CIPC Executive Committee has reviewed and provided feedback to NERC staff on CIP-related draft alerts.  This industry stakeholder review provides NERC with beneficial and quick feedback on draft alerts before they are finalized and issued to industry.  We remain ready to provide requested feedback to NERC staff as needed on future draft alerts.

CIPC Continues to Provide a Venue for All Electricity Sub-Sector Entities to Discuss CIP Matters.  The CIPC meetings provide opportunity for significant and needed discussion on various critical infrastructure protection matters, including those related to the CIP standards, copper theft, recent NERC alerts, communications with government partners, and other physical, operational and cyber security areas of concern.

CIPC Long-Term Strategic Plan.  The CIPC will begin work on developing a long-term strategic plan that will use similar plans from other standing committees as a guide/model.  The CIPC Executive Committee will be meeting in Atlanta on November 9-10, 2011, to begin the development of the plan.  The goal is to have such a plan before the CIPC for approval at its meeting scheduled for March 2012.

CIPC Subgroup Highlights


The CIPC has five subgroups and highlights of their work assignments are shown below. 


1. Business Continuity Guideline Task Force (BCGTF).  The updated Business Continuity Guideline was approved by the CIPC at its meeting on September 14-15, 2011.  The BCGTF will be assigned new work or will be retired at the December 2011 CIPC meeting.

2. Control Systems Security Working Group (CSSWG).  The CSSWG is currently assigned the task of updating and combining nine CIPC control system-related guidelines into one or two electricity sub-sector-specific guidelines for industry use.  Work on these guidelines has been delayed due to the CSSWG’s need to focus on the Cyber Attack Task Force work that is also assigned.

3. Cyber Attack Task Force (CATF).  The CSSWG has also been assigned the work of the CATF under the Coordinated Action Plan mentioned above.  Work on the CATF assignment is the top priority of the CSSWG and work is proceeding on schedule with delivery to the ESCC expected to be the first or second quarter of 2012.  The CATF draft report is currently out for comment to the members of the PC, OC and CIPC.

4. Protecting Sensitive Information Guideline Task Force (PSIGTF).  The PSIGTF is currently assigned the task of updating the CIPC Protecting Sensitive Information Guideline to take into consideration recent developments and to make it more electricity sub-sector-specific. The PSIGTF is currently evaluating comments received from CIPC.  After this is completed, the guideline will be posted for broad industry comment.  After broad industry comments have been considered, a final version of the guideline will be submitted to CIPC for final approval by the end of 2011 or in early 2012.

5. Substation Guideline Task Force (SGTF).  The SGTF is currently assigned the task of updating the CIPC Physical Security Substation Guideline to take into consideration recent developments and to make it more electricity sub-sector-specific.  Work is underway on this task force after a leadership change with a final revised guideline expected for CIPC approval by March 2012.

6. Future working groups or task forces will be created as needed to address other guidelines that need to be updated, to complete work related to the Coordinated Action Plan Report, and to provide support to new or ongoing standard development work as requested by the NERC Standards Committee.  Working groups and task forces will be retired when their work assignments are completed.  


Agenda Item 15d

Board of Trustees Meeting

November 3, 2011



Operating Committee Report



Action

None



Background

This report provides a summary of the key activities of the Operating Committee (OC) and its associated subcommittees in support of the NERC or OC mission and corporate goals.  All these activities support the NERC or OC mission and NERC corporate goals.  The September 2011 OC meeting minutes are posted at OC Meeting Minutes September 13-14, 2011.



Critical Infrastructure Strategic Initiatives: Coordinated Action Plan

The OC was provided status reports from the Spare Equipment Database and the Geomagnetic Disturbance task forces.  The committee endorsed the Spare Equipment Database report dated August 2011.



Event Analysis and Investigation Process

The OC received two presentations of lessons learned; one from Dominion Virginia Power regarding tornado damage to the Surry Nuclear Power Station and the other from Associated Electric Cooperative, Inc. regarding a generator motoring event.  A WECC representative also provided a brief summary of the Arizona/Southern California/Mexico load loss event.  The effort to have such event-based presentations to share timely lessons learned at each OC meeting is a priority for the committee.



Transition of the Interchange Distribution Calculator (IDC)

Frank Koza, PJM’s reliability coordinator, presented an overview of the discussions taking place by the Eastern Interconnection reliability coordinators to transition the IDC, and perhaps related reliability applications, to the user community.  Mr. Koza noted that the team is focusing on two business models (formation of an LLC and independent service agreements with the IDC vendor).  NERC and the vendor are participating as needed to ensure a transparent and seamless transition of this important reliability tool.



North American SynchroPhasor Initiative

Austin White, Oklahoma Gas and Electric (OGE), provided an in-depth review of its use of synchrophasor data.  OGE uses phasor measurement data for situation awareness, disturbance/misoperation analysis, state estimator enhancement, system stability assessment, voltage recovery assessment, and wind farm integration/monitoring, and to proactively identify electric grid equipment problems.



OC Strategic Plan

The OC spent several hours brainstorming and discussing its future strategic plan and the process for its development.  The OC’s intent is to have a draft of the strategic plan ready for committee approval at its December 2011 meeting, with BOT approval in first quarter 2012.







OC Subgroup Highlights

The OC now has 13 subgroups, five of which jointly report to the Planning Committee (PC) and the OC.

Joint OC/PC Subgroups Highlights

1. Event Analysis Working Group (EAWG) – The EAWG provided the OC a status report and expectations related to Phase Two of the Event Analysis Process Field Trial.  Reporting entities submitted 107 lessons learned during the field trial and 17 of those lessons learned have been posted to the NERC website.

2. Reliability Metrics Working Group (RMWG) – The RMWG requested input from the OC regarding the RMWG’s responses to the comments received from the posting of the Integrated Reliability Index Concepts white paper.



Other Subgroup Highlights  

1. Resources Subcommittee (RS) – The RS and NERC staff continue to address issues related to implementation of the manual time error correction elimination field trial.  NERC is meeting with the National Institute of Standards and Technology (Division of Time Control) to consider other facets related to the field trial.  

In addition, the RS developed a list of frequency events that occurred in each Interconnection for use by the RMWG in its effort to develop a frequency response metric and for use by the Frequency Response standard drafting team.








Personnel Certification Governance Committee Report



Action

None



New Concepts Being Considered

The Personnel Certification Governance Committee (PCGC) has updated Section 600 of the Rules of Procedure.  A separate program manual and user’s guide provides detailed instructions for requesting and maintaining certification, along with other program administrative information.  



Future Projects

The committee does not expect to propose changes to the certification program that would require posting for comments.



The PCGC continues work on documentation of the credential establishment process and credential benchmarking.  The PCGC continues to work on documenting the certification program budget process to assist in developing the PCGC budget.



NERC Certification Examination Passing Rate

Through September 30, 2011, a total of 603 exams were taken with a passing rate of 68.8 percent.   



		Year

		# of Exams Taken

		Number of Exams Passed

		PASS Percent



		2009

		1008

		652

		64.7 %



		2010

		914

		638

		69.8 %



		2011*

		603

		415

		68.8 %





 * Through September 30, 2011



Credential Maintenance 

The certification program began allowing operators to use Continuing Education Hours to maintain their credentials on October 1, 2006. The table below shows the number of new certificates issued annually declining and credentials maintained using Continuing Education Hours increasing.



		Year

		Credentials Renewed

		New Certificates



		2006

		0

		943



		2007

		109

		729



		2008

		833

		634



		2009

		1,200

		621



		2010

		1,597

		638



		2011*

		1,384

		415



		Totals

		5,123

		3,980





* Through September 30, 2011
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* Through September 30, 2011





Certified Operator Population

The total number of certified system operators with active credentials is 6,088.  The population has continued to increase slightly since 2009.



Development of New Certification Exams

The Examination Working Group (EWG) has prepared new certification exams for each of the four credentials.   New exam release is scheduled for the First quarter of 2012.   



An announcement was in the NERC newsletter and exam resources are posted on the System Operator Certification site.



System Operator Demographics

Approximately 5,589 system operators have provided demographic information since data collection began in early 2009.  This information combines system operators taking their initial exams with those who renewed their credentials through continuing education.  Three full years are needed to survey the entire system operator population.  



The following charts show current trends that are obtained from the demographics collected.  Examples are included in Charts 1, 2, and 3, which provide preliminary metrics for average age of system operators, experience in system operations, and years in current position.





 















Chart 1 – Operator Population Age









The largest age bracket for system operators is the 46-55 age bracket.  

 Note:  54 percent of system operators are over 45 years old.   



Chart 2 – Experience in System Operations





Approximately 60 percent of the certified system operators have 10 years or less experience in system operations.  The average experience is nine years with seven years being the median.  













Chart 3 - Experience in Position







This chart indicates that 66 percent of system operators have five years or less experience in their current position with 50 percent of the population having three years or less experience performing their current position. 







25 	&	 younger	26-35	36-45	46-55	55 or older	176	1056	1319	1985	1053	Operators by Age Bracket





Experience in System Operations

Experence	0	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	16	17	18	19	20	21	22	23	24	25	25+	555	334	198	430	231	399	206	149	219	182	437	192	192	128	88	171	71	72	78	44	166	70	48	73	66	69	721	YEARS







Experience in Current Position

Experience in Position	0	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	16	17	18	19	20	21	22	23	24	25	25+	705	784	549	742	386	519	235	173	204	147	302	130	101	74	56	88	28	28	30	18	51	18	20	20	15	17	149	YEARS





Credential Trend

Renewals	2007	2008	2009	2010	2011 *	109	833	1200	1597	1384	Exams Taken	2007	2008	2009	2010	2011 *	1568	1520	1005	914	603	
Agenda Item 15f

Board of Trustees Meeting

November 3, 2011



Planning Committee Status Report



Action

None



Background 

The Planning Committee’s (PC) September 2011 meeting was held in St. Louis, MO.  The draft minutes are posted at PC DRAFT Meeting Minutes Sept 2011. The following is a summary of the key activities from the meetings and an update on PC activities. 



PC Activities 

1. PC Strategic Plan: The PC reviewed the actions called for in the approved Planning Committee Strategic Plan: Next Steps and Future Work Plan.[footnoteRef:1]  The plan disbands the following groups with the PC thanks and appreciation: [1: http://www.nerc.com/docs/pc/PC_Strategic_Plan_Next%20Steps%20and%20Future%20Work%20Plan%207-27-2011.pdf ] 


· Resource Issues Subcommittee

· Data Coordination Working Group

· Load Forecasting Working Group

· Loss-of-Load Expectation Working Group

· Reliability Fundamentals Working Group



The following subcommittees have a revised name, scope, and work plan:

· Transmission Issues Subcommittee is named the System Analysis and Modeling Subcommittee (SAMS)

· The Data Coordination Subcommittee and the Reliability Metrics Working Group were merged and named the Performance Analysis Subcommittee (PAS)



The following Task Forces are converted to Working Groups:

· Model Validation Task Force (Reporting to SAMS)

· Demand Response Data Task Force (Reporting to PAS)

· Generating Availability Data System Task Force (Reporting to PAS)



The following working groups now report to the PAS

· Transmission Availability Data System Working Group

· Events Analysis Working Group

Each of these subgroups will update their current scopes for consideration at the December 2011 meeting.

2. Meeting Consolidation and Format:  Chair Mitchell reviewed the proposal of starting in 2012, PC to hold 3 meetings each year for 2 days (with ½ day for Joint Sessions) compared to 4 meetings for 1 day (with ½ day for Joint Session one time per year).  Merging of the Technical Committees (OC and PC) was also discussed.  PC members noted that there are benefits when common issues exist.  Another suggestion is to hold the Joint meeting in the middle of the CIPC and OC/PC meetings.  No decision was made on these alternatives

3. NERC Alert Process: The PC approved an Alert process, which calls for more coordination between Alert development and provision of expertise by the PC. 

4. Interconnection Modeling: The PC discussed the different study requirements needed to develop a plan to improve models based on priority lists. Based on information received from the Model Validation Task Force (MVTF), recommendations can be then shared with the different interconnection-wide modeling groups (i.e., WECC, ERAG). While no definitive timelines have been set by the group, information from the MVTF is expected to be shared with the interconnection-wide modeling groups once Regional Executives have the opportunity to approve those recommendations.

5. Consolidating Reports: The PC decided to consolidate the analysis from ALR Metrics, IRI/SRI Metrics, TADS, GADS, DADS, Spare Equipment, Operations (Frequency), Security (CIP), and post-seasonal reliability assessments into the annual Performance Analysis Subcommittee (PAS) report on the risk to the bulk electric system reliability (See 2011 report). [footnoteRef:2]  [2:  http://www.nerc.com/files/2011RMWG_Annual_Report.pdf ] 




Joint OC/PC Subgroups Highlights

1. Reliability Metrics Working Group (RMWG): The RMWG provided a draft 2011 Reliability Performance Report to the OC and PC for review in early June.  Comments were requested by June 30.   An integrated reliability index (IRI) to support risk informed decision making, support determining achievement of reliability goals, and assist in defining an adequate level of reliability is under development.  PC feedback on the whitepaper and approval to post the whitepaper for comment was requested by September 30. 

2. Integration of Variable Generation Task Force (IVGTF): The report, Potential Bulk System Reliability Impacts from Distributed Resources[footnoteRef:3] was approved by the PC.  Additional reports, per the work plan outlined in the Board Approved final report titled Accommodating High Levels of Variable Generation,[footnoteRef:4] will be brought to the PC in 2012.  [3:  http://www.nerc.com/files/IVGTF_TF-1-8_Reliability-Impact-Distributed-Resources_Final-Draft_2011%20(2).pdf ]  [4:  http://www.nerc.com/files/Special%20Report%20-%20Accommodating%20High%20Levels%20of%20Variable%20Generation.pdf ] 


3. Geomagnetic Disturbance Task Force (GMDTF): The GMD TF is focusing on the primary concerns related to transformer vulnerability, and the appropriate wave front for characterizing a 100 year storm. Additional discussions on vetting the technical results and managing the policy input from some of the observers will require insights from the Standing Committees.

4. Spare Equipment Database Task Force (SEDTF): The final report, titled Special Report: Spare Equipment Database System was approved by the PC.  This report was driven by the Electricity Subsector Coordinating Council’s roadmap,[footnoteRef:5] and the Joint Steering Group Action Plan.[footnoteRef:6] [5:  http://www.nerc.com/docs/escc/ESCC_Critical_Infrastructure_Strategic_Roadmap.pdf ]  [6: http://www.nerc.com/docs/ciscap/Critical_Infrastructure_Strategic_Initiatives_Coordinated_Action_Plan_BOT_Apprd_11-2010.pdf ] 


5. Event Analysis Working Group (EAWG):  The EAWG has published 17 lessons learned, with additional lessons learned to be released before the end of the year. The target completion date of the EA Process Document is October 1, 2011.  Changes in the EA Process Document are expected to result in changes to the NERC Rules of Procedure, which the NERC Board of Trustees is expected to consider for approval in February 2012.



Other Subgroup Highlights

1. Reliability Assessment Subcommittee (RAS):  The RAS is developing their final results for the 2011 Long-Term Reliability Assessment. The PC was requested to approve the 2010/2011 Post-Winter Reliability Assessment.[footnoteRef:7] A motion to approve the report was made by Ron Mazur and unanimously approved. The PC is requested to review and provide comment on: [7:  http://www.nerc.com/files/2010-2011_PWRA.pdf ] 


· DRAFT Special Reliability Assessment: Gas / Electric Interdependencies – PHASE I 

· DRAFT Special Reliability Assessment: Gas / Electric Interdependencies – PHASE II - Work Plan

· DRAFT 2012 Special Reliability Assessment: Reliability Impacts of U.S. Environmental Regulations Scope 

2. Transmission Issues Subcommittee: The report, titled Interconnection Criteria for Frequency Response Requirements – Determination of Interconnection Frequency Response Obligations (IFRO)[footnoteRef:8] was approved by the PC. The criteria are expected to provide input into the BAL-003 Standards Drafting Team, although the drafting team has already selected different criteria.   [8:  http://www.nerc.com/docs/pc/tis/Agenda_Item_5.d_Draft_TIS_IFRO_Criteria%20Rev_Final.pdf ] 


3. System Protection and Control Subcommittee (SPCS):  Comments on the report, titled Technical Reference Document, Use of Circuit Breaker Position Indication in Breaker Failure Protection,[footnoteRef:9] was requested, and the final report will be brought to the PC in December.   [9: http://www.nerc.com/docs/pc/spctf/SPCS_Breaker%20Failure%20Design_Draft%20for%20PC%20Approval_20110819.pdf ] 
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Standards Committee Report


Action 

None 

Background 


This report highlights some of the key activities of the Standards Committee (SC) and its associated subcommittees in support of ERO Enterprise goals. The SC meets monthly and its meetings minutes are posted at http://www.nerc.com/filez/scmin.html. 

Process Efficiencies


The SC is closely monitoring two separate activities aimed at improving efficiency – one aims at improving efficiency of developing a new standard (Rapid Development)and one aims at improving efficiency of processing a focused revision to a standard as an alternative to developing an interpretation (Rapid Revision). 


Under the Rapid Development process, a small group of content experts, armed with all the technical documentation needed to support development of a new or significantly revised standard, works with support of compliance personnel and either a lawyer or a technical writer to develop the initial draft of the proposed standard.  The small team will work in a focused manner to develop the entire standard over a single multi-day period.  In parallel, the SC will form a separate drafting team with more diverse industry representation.  The SC will post the initial draft standard for stakeholder comment and assign the new drafting team to take over the refinement of the standard through successive postings and comment periods.  As envisioned, a standard developed under the Rapid Development process could be completed (from the initial posting through the final recirculation ballot) in 12 months.  The Rapid Development process is being tested with Project 2010-05.1 ― Protection Systems: Phase 1 (Misoperations).

Under the Rapid Revision process, a small group of content experts, armed with a request for an interpretation, works to revise only the portion of the standard that needs clarification.  The revised standard is then submitted to the SC for posting to collect stakeholder comments in parallel with an initial ballot.  As envisioned, a minor revision to a standard that provides clarity sought through an interpretation could be completed (from the initial posting through the final recirculation ballot) in less than six months.  The Rapid Revision process is being tested with Project 2011-INT-01 MOD-028-2 ― Area Interchange Methodology. 

Roles and Responsibilities Document Updated


The Roles and Responsibilities document was originally issued by the SC to all drafting teams in 2009 to provide clarity on the roles of the SC, drafting teams, NERC staff, and FERC staff.  While the SC made several edits to this document to bring the language into conformance with changes to the standards process that have been implemented since the document was 


originally issued, the most significant revision was to add clarity to the role of NERC staff in submitting technical comments on proposed standards and interpretations.


During its November 2009 meeting the board directed the SC to ensure that the comments of NERC staff and other stakeholders are considered and reported to the board.  While this direction was developed in response to differences of opinions offered on an interpretation following the balloting of that interpretation, the same approach is applicable to proposed standards.  The intent was to ensure that the views of all interested parties were properly considered prior to completing the interpretation or standard.   The SC revised the Roles and Responsibilities document to clarify that NERC staff may submit technical comments on proposed standards, and have those comments addressed by the drafting team, in the same manner as comments submitted by any other stakeholder.  If the drafting team disagrees with those comments, the disagreement will be reported to the board as an unresolved minority issue in the same manner as other stakeholders’ unresolved issues are reported to the board when a standard or interpretation is presented for board action.

Increased Stakeholder Outreach


In support of the findings in the Three-year ERO Performance Assessment, the SC continues to seek opportunities to increase communications with stakeholders, particularly with smaller stakeholders who may not have the resources necessary to dedicate personnel to joining drafting teams or tracking standards development efforts.  


· The SC held a “State of Standards” webinar in July that included over 700 participants.  


· The SC is providing support to the second Standards and Compliance workshop this year. (October 26-28, 2011)

· The SC is working closely with the standards staff in developing a series of brief one or two page documents that provide quick facts on issues such as Rapid Development, the Bulk Electric System (BES) Definition, and the Reliability Standard Development Plan.  


· The SC is also working with the standards staff to identify possible improvements to the standards website, with a goal of making information easier to find.  


· The SC continued a program started in 2010 of meeting face-to-face with drafting team leadership to discuss issues and ideas with a goal of improving the standards development process.  (October 11, 2011)


If members of the Board of Trustees have questions or need additional information, they may contact Herb Schrayshuen at herb.schrayshuen@nerc.net or Allen Mosher at amosher@publicpower.org.
















Electricity Sub-Sector Coordinating Council (ESCC) Report 



Action

None

Background 

This report summarizes key activities of the ESCC in support of the NERC mission and corporate goals related to critical infrastructure. The ESCC consists of a member from the NERC Board of Trustees, NERC’s CEO, five CEO-level executives appointed by the Member Representatives Committee broadly representative of NERC member organizations, the chair of the NERC Critical Infrastructure Protection Committee (CIPC), and NERC’s Chief Security Officer.  The ESCC fosters and facilitates the development of policy-related initiatives to improve the reliability and resilience of the electricity sub-sector, including physical and cyber security.  ESCC open meeting minutes are posted at: http://www.nerc.com/filez/escc.html.



Summary of August 16, 2011 ESCC Closed Meeting



Monitoring Progress to Implement the Critical Infrastructure Strategic Roadmap

Progress regarding the work of the Task Forces established to implement the Coordinated Action Plan is a standing ESCC agenda item through 2011. The ESCC continues to provide guidance and support to the Joint Steering Group[footnoteRef:1] (JSG) and task forces assigned under the NERC technical committees to implement these initiatives. [1:  The Joint Steering Group (JSG) consists of senior NERC staff and the leadership of the Planning, Operating and Critical Infrastructure Protection technical committees.] 


· Geomagnetic Disturbance Task Force

· Cyber Attack Task Force

· Spare Equipment Database Task Force

· Severe Impact Resilience Task Force



Task Force Chairs attended this in-person meeting to discuss in detail the status of their work and expected outcomes. The Chair of the Severe Impact Resilience Task Force was unable to attend and will provide an update at a future ESCC meeting.  ESCC members expressed satisfaction with the extent of task force efforts to-date, and anticipate discussing how best to communicate the results of these efforts broadly across the industry as the task forces complete their work.  Notably, the Spare Equipment Database Task Force has received approval of their final report by the NERC technical committees at their September meetings and will be seeking endorsement by the Board of Trustees at its November 3, 2011 meeting.
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The ESCC discussed the critical infrastructure initiatives underway by NERC and the electricity industry with senior officials from the U.S. Department of Energy (DOE) and Department of Homeland Security (DHS). Topics included:

· The ESCC’s endorsement of the new Roadmap to Achieve Energy Delivery Systems Cybersecurity

· ESCC comments on DHS’ draft National Risk Profile

· DHS reports: “Insider Threat to Utilities” and “Anonymous and Associated Hacker Groups”

· DHS’ PS-PREP Framework Guide

· The need for a process to allocate security clearances across the industry



Summary of August 16, 2011 ESCC Open Meeting

During the open portion of the meeting, Chair Gerry Cauley provided a brief summary of items discussed during the closed portion of the meeting. In addition, the ESCC was briefed on a number of other security-related matters:

· Recent NERC Industry Advisories

· Telephony-Enabled Weakness

· PLC Protocol Weakness

· NERC’s Draft Crisis Plan

· NERC Grid Cyber Exercise, November 16-17, 2011

· NERC Security Summit, October 17-20, 2011

· DOE/NIST/NERC Risk Management Framework



Future ESCC conference calls and meetings are scheduled as follows:

· October 18, 2011 2:00-3:00 pm OPEN conference call

· November 15, 201 1 2:00-4:00 pm CLOSED conference call

· Meetings have been scheduled through 2012




 (
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Date:  October 14, 2011	

		

Memo to:  NERC Board of Trustees



From:  Tim Gallagher, REMG Chair



Subject:  Regional Entity Report for the November Board Meeting





The Regional Entities appreciate this opportunity to provide input to the NERC Board of Trustees.  All of the Regional Entities take seriously our need to be as consistent as possible in discharging our delegated responsibilities.  A key activity toward meeting this objective is our constant collaboration and interaction with each other and NERC.  Below are summaries of recent activities of some of the key multi-Regional groups.  We also have provided a statement from the Regional Entities regarding the Compliance Enforcement Initiative.


Subgroup: ERO-Compliance and Enforcement Management Group (ECEMG)

The ECEMG’s purpose is to provide operational and day-to-day policy guidance in the execution of the Regional Entity delegation agreements and the NERC Rules of Procedure, specifically as it pertains to executing the Compliance Monitoring and Enforcement Program (CMEP). The primary initiative of ECEMG is to obtain consistency and uniformity where appropriate, across the ERO enterprise (NERC and the Regional Entities), while ensuring efficient and effective use of resources in executing the statutory responsibilities of the ERO.



Status of current high priority work items:

1. Compliance Enforcement Authority (CEA) Staff Training:  Consistent, standardized, effective training for compliance staff continues to be a topic and area of discussion.



2. GO/GOP Registration Directive:  A draft Directive has been prepared refining registration requirements for GO/GOP with TO/TOP facilities and functions.  This directive is an interim document to provide some clarity and guidance while appropriate standards are revised.  Solicit industry for review and comment, finalize, provide to the regions, and post on the NERC website.



We will continue to work with the NERC Standards Department and Standards Drafting 
      Team as the project to revise the standards continues.  The ultimate goal is that once all 
      appropriate standards are revised this directive will be rescinded.




3. Risk Based Reliability Compliance Monitoring:  The ECEMG has spent considerable time discussing and scoping the various aspects of this initiative.  Several regions are already conducting entity risk assessments and working with entities as part of pilot programs.







Other Assignments from ERO EMG

4. Multi-Region Registered Entity (MRRE) Program: This program will remain an informal process for now. Will encourage large entities to work with their Regional Entities to determine a lead for CMEP activities.



Future Work

5. Customized Self-Certification Forms:  This suggestion came from the ERO Enforcement focus group as part of the Compliance Enforcement Initiative.  The use of ICP and internal controls to reduce requirements for Self-Cert will also be considered.



Subgroup: ERO-Reliability Assessments and Performance Analysis Group (ERO-RAPA)

The ERO RAPA coordinates reliability assessment work across the Regional Entities.  Current activities underway include tracking and trending of protective relay mis-operations, improved Interconnection modeling, training for TADS, GADS, and DADs, and feedback on the ‘Cold-Snap’ report.


Subgroup:  CIP Compliance Working Group (CCWG)

The CCWG coordinates Regional Entity efforts regarding the monitoring of NERC’s CIP Standards.  The group meets monthly via phone and quarterly via face-face meetings.



Latest Top Priorities include the following and were approved by the ECEMG on 10/6/11:

1. Develop a CCWG MOSS Site – SharePoint Collaboration Site

1. Develop a CIP Auditor Handbook consisting of Regional CIP Auditor Workbook
 and Regional CIP Knowledge Sharing topics

1. TFE Process development – Led by NERC and managed by regional TFE Administrators (CCWGT – subgroup of CCWG)

1. Regional Evidence & Data Handling Process Development – Ongoing

1. Support ERO Auditor and CIP Auditor workshops, as required





Subgroup:  Enforcement Sanction Mitigation Working Group (ESMWG) –

The ESMWG provides a forum for coordination of enforcement matters across the Regional Entities.



In 2011, the ESMWG focused on implementing solutions to streamline violation processing.  In addition, the ESMWG focused on improving the CMEP.  It provided recommendations to the ECEMG on all sections pertaining to Enforcement and Mitigation as well as the NERC Penalty Sanction Guidelines. Currently, the ESMWG is focusing on reliability risk assessments, FFT processing, dismissals, and CIP NOP processing.  The ESMWG, as always, continues to focus on inter-regional collaboration pertaining to Enforcement and Mitigation topics.


Subgroup:  Compliance Monitoring Process Working Group (CMPWG)

The Compliance Monitoring Process Working (CMPWG) reports to the ECEMG and has the mission of developing and maintaining processes and procedures to provide consistency among the regions in performance of their delegated task of monitoring the registered entities.  This group has oversight for the eight monitoring processes utilized by the regions.  



Currently, the CMPWG has the following top projects assigned by the ECEMG:

0. Update Compliance Auditor Manual

0. Update Audit and Spot Check Report Templates

0. Develop Audit Approaches for Operations & Planning Standards to be part of Auditor Manual


Some on-going priorities are: 

0. Explore avenues to share best practices among the regions and entities 

0. Identify areas where the conduct of an audit can be improved

0. Work with other working groups on the development of projects


Some projects completed in 2011:

1. Reviewed and Updated QRSAWs for 2012

1. Supported ERO Workshops 

1. Finalized Sampling Methodology and Criteria

1. Created audit approaches for high profile standards

1. Presented PRC-023  and MOD Audit Approach seminars



Subgroup:  Compliance Information Management Group (CIMG)

The CIMG is working to revise the current Self-Report and Self-Certification reporting forms to incorporate the new Find, Fix, Track and Report (FFT) process.  The CIMG has identified discrepancies in the Regional Self-Certification process (e.g. versions of standards required, schedules, notifications to the Registered Entities, Self-Certification reviews, and processing possible violations) and is working to align across all Regions.  Formal recommendations will be submitted to the ECEMG.



The next focus for the CIMG is to document the process for synching data from Regional systems to NERC’s Compliance Reporting, Analysis and Tracking System (CRATS).  The goal is to document a consistent approach for submitting data from the Regions to NERC and a consistent approach to data sharing from NERC to the Regions.  This will include the transmittal of documents from the Regions to NERC via a web service.  Other tools and systems the Regions are utilizing to manage their data will be demonstrated and discussed among the Regions during future meetings.



The CIMG is looking to work in conjunction with the Certification and Registration Working Group (CRWG), Compliance Monitoring Processes Working Group (CMPWG), CIP Compliance Working Group (CCWG), and Enforcement, Sanctions, and Mitigation Working Group (ESMWG), to develop tools to manage data from processes identified from these working groups.





NERC Compliance Enforcement Initiative 

All the Regional Entities are supportive of NERC’s Compliance Enforcement Initiative and are committed to contributing to its success.  We will continue to work with Registered Entities to focus resources on where they can have the greatest impact towards addressing risk and improving reliability.  We stress, though, that while the first phase of the CEI is an excellent first step toward a more risk-based approach to our work, this is not the end of the journey.  We look forward to the implementation of phases II and III of the CEI and to working with NERC staff and the industry on further advances toward our common goal in the future.
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 (
Example of a bar graph 
produced by Outage Metrics Database 
showing outages per transmission element for several Forum members.
 Other reports are available.
)Forum members can now create their own custom benchmarking reports from the data they submit to NERC TADS. After downloading the latest set of webTracker data (our version of NERC’s webTADS) into Microsoft Access, a Forum member can then chose which other Forum members it wants to compare itself with, select the metrics, decide among various built-in report algorithms, and create Excel graphs within a matter of minutes.

The Access database was developed by the Forum members themselves, and adding new reports and statistical analyses is very simple.

Working with the NERC Staff

To keep the Forum’s webTracker metrics database in synch with NERC TADS requires a close working relationship between our respective staffs (in this case, Chris Johnson of the Forum staff and Jim Robinson of NERC). And this is true with the other Forum programs as well. Our director of security, Karl Perman and Mark Weatherford have set up regular phone calls, and Don LeKang and Mike Moon and Valerie Agnew talk every couple of weeks.

Roman Carter sends the Forum staff draft alerts to review, and we provide a quick turnaround from our various practice groups. The most recent draft advisory on relay maintenance will also provide us with ideas for new Forum practices. We hope NERC will continue to ask the Forum for this kind of assistance. Not only does it provide NERC with a wide perspective and diversity of opinions, the Forum will also ensure the alert, once it’s released, will receive wide distribution directly to the subject matter experts.

 (
Forum Practice Groups
Compliance
Human Performance
Maintenance
Modeling
Operator Tools
Operator Training
Security
System Protection
Vegetation
)Tom Galloway, the Forum’s new CEO, will help ensure our relationship with NERC remains effective.

NERC Standards

All of our practice groups (see list at right) follow the progress of NERC’s standards under development, as well as changes to NERC rules and definitions, such as the current efforts to define “bulk electric system.” Forum members who serve on NERC standard drafting teams report at our groups’ monthly Web meetings and annual workshops on the latest drafts and balloting schedules. This keeps our members apprised of the latest changes and provides the drafting team members with an opportunity to discuss the details of the standards with their colleagues every month.

We’ve been following FAC -003-2 very closely, and expect that it will have been approved in its recirculation ballot. Even though the new version will not be in place for several months, our Vegetation Management Practices Group will begin revising our practices early next year to align with the changes in the standard and help the Forum members implement the provisions of this new version.
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Critical Infrastructure Protection Committee

Membership Appointments and Changes



Action

Approve the following committee membership appointments and changes.



Officers

· Chair Elect: Chuck Abell

· Vice Chair Elect: Jim Brenton, Nathan Mitchell

(Chair and Vice Chair positions effective January 1, 2012)



CIPC Roster

		Representing

		Name

		Affiliation

		Discipline



		TRE

		Jim Brenton

		ERCOT

		Cyber



		TRE

		David Grubbs

		City of Garland

		Operations



		TRE

		Scott Rosenberger

		Luminent

		Physical



		FRCC

		Paul McClay

		TECO

		Cyber



		FRCC

		Rich Powell

		JEA

		Physical



		FRCC 

		Darren Myers

		Progress

		Operations



		MRO

		Marc Child

		Great River

		Cyber



		MRO

		Paul Crist

		LES

		Physical



		MRO

		Rick Liljegren 

		MN Power

		Operations



		NPCC

		Mike Puscas

		NU

		Operations



		NPCC

		John Lim

		ConEd

		Cyber



		NPCC

		Benoit Tardif

		HQ

		Physical



		RFC

		Larry Bugh

		RFC

		Cyber



		RFC

		Kent Kujala

		Detroit

		Operations



		RFC

		Jeff Fuller

		DPL

		Physical



		SERC

		Chuck Abell

		Ameren

		Operations



		SERC

		Cark Eng

		Dominion

		Cyber



		SERC

		Mark Engels

		Dominion

		Physical



		SPP

		John Breckenridge

		KCPL

		Physical



		SPP

		Allen Klassen

		Westar

		Operations



		SPP

		Robert McClanahan

		AECC

		Cyber



		WECC

		Scott Bordenkircher

		APS

		Physical



		WECC

		Robert Matthews

		PGE

		Cyber



		WECC

		Jamie Sample

		PGE

		Operations



		APPA

		David Godfrey

		TMPA

		 



		APPA

		Nathan Mitchell

		APPA

		



		CEA

		Chris McColm

		Manitoba

		 



		CEA

		Ross Johnson

		Capital Power

		



		NRECA

		Robert Richhart

		Hooser

		 



		NRECA

		Barry Lawson

		NRECA
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Compliance and Certification Committee

Membership Appointment and Change



Action

Approve the nomination to the Compliance and Certification Committee (CCC) of Ms. Jana Van Ness of Arizona Public Service to represent the Investor-Owned Utility sector for a three-year term beginning December 31, 2011. 



Summary and Background

The CCC, a stakeholder Committee of NERC comprising 26 members representing various

industry sectors, serves and reports directly to the NERC Board of Trustees. The CCC is

responsible for engaging with, supporting, and advising the NERC Board and NERC

Compliance staff regarding all facets of the NERC Compliance Monitoring and Enforcement

Program, the NERC Organization Registration Program, and the NERC Organization

Certification Program.
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Project 2007-07 Vegetation Management

Alternative VSLs

[bookmark: _Toc195946480]





[bookmark: _Toc195946481]NERC Staff proposes the following alternative VSLs. 



[bookmark: _GoBack]Clean



		[bookmark: _Toc195946482]R#

		Time Horizon

		VRF

		Violation Severity Level



		

		

		

		Lower

		Moderate

		High

		Severe



		R1

		Real-time

		High

		NA

		NA

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, such that an encroachment into the MVCD as shown in FAC-003-Table 2 was observed in Real-time, absent a Sustained Outage.

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, and a vegetation-realted sustsained outage  was caused by one of the following:

· An encroachment due to a fall-in from inside the ROW

· An encroachment due to the blowing together of applicable lines and vegetation located inside the ROW

· An encroachment due to vegetation growth into the MVCD



		R2

		Real-time

		Medium

		NA

		NA

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line not identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, such that an encroachment into the MVCD as shown in FAC-003-Table 2 was observed in Real-time, absent a Sustained Outage.

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line not identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, and a vegetation-related sustained outage  was caused by one of the following:

· An encroachment due to a fall-in from inside the ROW

· An encroachment due to the blowing together of applicable lines and vegetation located inside the ROW

· An encroachment due to vegetation growth into the MVCD



		R3

		Long-Term Planning

		Lower

		

		The Transmission Owner has maintenance strategies or documented procedures or processes or specifications but has not accounted for the inter-relationships between vegetation growth rates, vegetation control methods, and inspection frequency, for the Transmission Owner’s applicable lines. (Requirement R3, Part 3.2)

		The Transmission Owner has maintenance strategies or documented procedures or processes or specifications but has not accounted for the movement of transmission line conductors under their Rating and all Rated Electrical Operating Conditions, for the Transmission Owner’s applicable lines. Requirement R3, Part 3.1)

		The Transmission Owner does not have any maintenance strategies or documented procedures or processes or specifications used to prevent the encroachment of vegetation into the MVCD, for the Transmission Owner’s applicable lines.



		R4

		Real-time

		Medium

		

		

		The Transmission Owner experienced a confirmed vegetation threat and notified the control center holding switching authority for that applicable line, but there was intentional delay in that notification.

		The Transmission Owner experienced a confirmed vegetation threat and did not notify the control center holding switching authority for that applicable line.



		R5

		Operations Planning

		Medium

		

		

		

		The Transmission Owner did not take corrective action when it was constrained from performing planned vegetation work where an applicable line was put at potential risk.



		R6

		Operations Planning

		Medium

		The Transmission Owner failed to inspect 5% or less of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.)

		The Transmission Owner failed to inspect more than 5% up to and including 10% of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.).

		The Transmission Owner failed to inspect more than 10% up to and including 15% of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.).

		The Transmission Owner failed to inspect more than 15% of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.).



		R7

		Operations Planning

		Medium

		The Transmission Owner failed to complete 5% or less of its annual vegetation work plan for its applicable lines (as finally modified).

		The Transmission Owner failed to complete more than 5% and up to and including 10% of its annual vegetation work plan for its applicable lines (as finally modified).

		The Transmission Owner failed to complete more than 10% and up to and including 15% of its annual vegetation work plan for its applicable lines (as finally modified).

		The Transmission Owner failed to complete more than 15% of its annual vegetation work plan for its applicable lines (as finally modified).









Redline



		R#

		Time Horizon

		VRF

		Violation Severity Level



		

		

		

		Lower

		Moderate

		High

		Severe



		R1

		Real-time

		High

		The Transmission Owner failed to manage vegetation in a manner such that the Transmission Owner had an encroachment into the MVCD observed in Real-time, absent a Sustained Outage.NA

		The Transmission Owner failed to manage vegetation in a manner such that the Transmission Owner had an encroachment into the MVCD due to a fall-in from inside the ROW that caused a vegetation-related Sustained Outage.NA

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, such that an encroachment into the MVCD as shown in FAC-003-Table 2 was observed in Real-time, absent a Sustained Outage.in a manner such that the Transmission Owner had an encroachment into the MVCD due to blowing together of applicable lines and vegetation located inside the ROW that caused a vegetation-related Sustained Outage.

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, and a vegetation-realted sustsained outage  was caused by one of the following:

· An encroachment due to a fall-in from inside the ROW

· An encroachment due to the blowing together of applicable lines and vegetation located inside the ROW

· An encroachment due to vegetation growth into the MVCDin a manner such that the Transmission Owner had an encroachment into the MVCD due to a grow-in that caused a vegetation-related Sustained Outage.



		R2

		Real-time

		Medium

		The Transmission Owner failed to manage vegetation in a manner such that the Transmission Owner had an encroachment into the MVCD observed in Real-time, absent a Sustained Outage.NA

		The Transmission Owner failed to manage vegetation in a manner such that the Transmission Owner had an encroachment into the MVCD due to a fall-in from inside the ROW that caused a vegetation-related Sustained Outage.NA

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line not identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, such that an encroachment into the MVCD as shown in FAC-003-Table 2 was observed in Real-time, absent a Sustained Outage.in a manner such that the Transmission Owner had an encroachment into the MVCD due to blowing together of applicable lines and vegetation located inside the ROW that caused a vegetation-related Sustained Outage.

		The Transmission Owner failed to manage vegetation to prevent encroachment into the MVCD of a line not identified as an element of an IROL or Major WECC transfer path and operating within its Rating and all Rated Electrical Operating Conditions, and a vegetation-related sustained outage  was caused by one of the following:

· An encroachment due to a fall-in from inside the ROW

· An encroachment due to the blowing together of applicable lines and vegetation located inside the ROW

· An encroachment due to vegetation growth into the MVCD in a manner such that the Transmission Owner had an encroachment into the MVCD due to a grow-in that caused a vegetation-related Sustained Outage.



		R3

		Long-Term Planning

		Lower

		

		The Transmission Owner has maintenance strategies or documented procedures or processes or specifications but has not accounted for the inter-relationships between vegetation growth rates, vegetation control methods, and inspection frequency, for the Transmission Owner’s applicable lines. (Requirement R3, Part 3.2)

		The Transmission Owner has maintenance strategies or documented procedures or processes or specifications but has not accounted for the movement of transmission line conductors under their Rating and all Rated Electrical Operating Conditions, for the Transmission Owner’s applicable lines. Requirement R3, Part 3.1)

		The Transmission Owner does not have any maintenance strategies or documented procedures or processes or specifications used to prevent the encroachment of vegetation into the MVCD, for the Transmission Owner’s applicable lines.



		R4

		Real-time

		Medium

		

		

		The Transmission Owner experienced a confirmed vegetation threat and notified the control center holding switching authority for that applicable line, but there was intentional delay in that notification.

		The Transmission Owner experienced a confirmed vegetation threat and did not notify the control center holding switching authority for that applicable line.



		R5

		Operations Planning

		Medium

		

		

		

		The Transmission Owner did not take corrective action when it was constrained from performing planned vegetation work where an applicable line was put at potential risk.



		R6

		Operations Planning

		Medium

		The Transmission Owner failed to inspect 5% or less of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.)

		The Transmission Owner failed to inspect more than 5% up to and including 10% of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.).

		The Transmission Owner failed to inspect more than 10% up to and including 15% of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.).

		The Transmission Owner failed to inspect more than 15% of its applicable lines (measured in units of choice - circuit, pole line, line miles or kilometers, etc.).



		R7

		Operations Planning

		Medium

		The Transmission Owner failed to complete 5% or less of its annual vegetation work plan for its applicable lines (as finally modified).

		The Transmission Owner failed to complete more than 5% and up to and including 10% of its annual vegetation work plan for its applicable lines (as finally modified).

		The Transmission Owner failed to complete more than 10% and up to and including 15% of its annual vegetation work plan for its applicable lines (as finally modified).

		The Transmission Owner failed to complete more than 15% of its annual vegetation work plan for its applicable lines (as finally modified).
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Reliability Standards 





Action

Approve or discuss reliability standards and plans as follows:

1. Project 2007-07 – Vegetation Management – FAC-003-2 ― Approve

1. Reliability Standards Development Plan 2012-2014 ― Approve 

1. MOD-025-RFC-1: Reactive Power Capability ― Approve 

1. IRO-006-TRE-1: IROL and SOL Mitigation in the ERCOT Interconnection ― Approve

1. PRC-006 –SERC-1 - Automatic Underfrequency Load Shedding (UFLS) Requirements ― Approve
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6a. Project 2007-07 Vegetation Management – FAC-003-2



Action

Approve the following standards documents and direct staff to file with applicable regulatory authorities:

· Reliability Standard FAC-003-2 - Transmission Vegetation Management (FAC-003-2) effective consistent with the Implementation Plan for FAC-003-2

[FAC-003-2-clean]    [Redline not available due to extent of changes.] 

[Clean version of previously approved standard FAC-003] 

· Industry Proposed Violation Risk Factors (VRFs) and Violation Severity Levels (VSLs) for FAC-003-2:

[bookmark: _Hlk305067185]

[Included in the Standard above] [Staff VSL proposal redlined against Industry Proposal-

       Sent as separate attachment] 

  

*The Standards Staff has proposed alternative VSLs–discussion below

 Implementation Plan for FAC-003-2: [Implementation Plan] 

FAC-003-2 is proposed to be effective on the first day of the first calendar quarter one year after the date of regulatory approval in order to provide entities time to make revisions to their existing transmission vegetation management programs to comply with the new requirements.  

· Definitions:  [Definitions – Clean and Redline]

· Right-of-Way

· Vegetation Inspection

· Minimum Vegetation Clearance Distance (MCVD)

All three definitions become effective on the first day of the first calendar quarter one year after the date of regulatory approval.

· Retirements: 

Retire the following at midnight of the day immediately prior to the effective date of FAC-003-2:

· FAC-003-1 Transmission Vegetation Management Program (FAC-003-1)

· Definition of Right-of-Way

· Definition of Vegetation Inspection

Background

The currently approved vegetation management standard (FAC-003-1) was approved by the Commission in Order No. 693 on March 16, 2007.  Project 2007-07 Vegetation Management was initiated on June 27, 2007 to review and modify FAC-003-1. 







The proposed FAC-003-2 standard embodies a defense-in-depth approach to improve the reliability of the electric Transmission System by: 

· Requiring that vegetation be managed to prevent vegetation encroachment inside the flash-over clearance;

· Requiring documentation of the maintenance strategies, procedures, processes, and specifications used to manage vegetation to prevent potential flash-over conditions including consideration of 1) conductor dynamics and 2) the interrelationships between vegetation growth rates, control methods, and the inspection frequency;

· Requiring timely notification to the appropriate control center of vegetation conditions that could cause a flash-over at any moment;

· Requiring corrective actions to ensure that flash-over distances will not be violated due to work constraints such as legal injunctions;

· Requiring annual inspections of vegetation conditions; and

· Requiring completion of the annual work needed to prevent flash-over.



The standard drafting team summarized the improvements to the standard from the previous version as follows:

· It removes the “fill-in-the-blank” ambiguity previously contained in FAC-003-1.

· It separates performance requirements (R1, R2, R4, R5, R6, and part of R7) from documentation requirements (R3 and the remainder of R7), and minimizes the burden of those documentation requirements. 

· It has explicit and therefore clearer expectations to manage vegetation to: 1) prevent observable vegetation encroachments inside the Minimum Vegetation Clearance Distance (MVCD) and 2) prevent a confirmed Fault even in the absence of a Sustained Outage (R1, R2). 

· It places more emphasis on those lines that pose the greatest risk to the reliability of the interconnected transmission system.  This is accomplished by converting the previous FAC-003-1 R1 into the new R1 and R2 and assigning the high VRF to the more important lines in R1.  

· It requires the management of vegetation to prevent encroachments by specific types, which are indicative of the quality of that management. Those quality-related encroachment types also allow more specificity for determining the severity level of a violation.

· It establishes a clear, industry proven method for calculating flash-over distance (clearance) that is not subject to external standards established for other purposes (through use of the Gallet Equations to establish the MVCD).

· It has an unambiguous expectation for Vegetation Inspection intervals.  

· It separates inspections and communications of imminent threats into individual and clearer requirements that can be appropriately weighted by VRFs and VSLs (both of these items were previously addressed in sub-requirements of FAC-003-1 R1).

· It correctly moves reporting obligations from the requirements section (FAC-003-1 R3) to the Additional Compliance Information Section. 

· It has additional supporting text in the Background, Rationale, and Guidelines and Technical Basis sections to aid the industry in using the standard and understanding conductor dynamics and the interrelationship of vegetation growth, inspection frequencies, and vegetation control methods.  

· It requires vegetation be managed with equal rigor over all lands regardless of the ownership of those lands.



Directives

The drafting team for Project 2007-07 Vegetation Management addressed eight directives from FERC Order No. 693.  For a summary of the directives and the drafting team’s responses, please see Consideration of Issues and Directives document.



Standard Development Process

FAC-003-2 was processed through the normal standards development process, which included six postings for stakeholder comment over a three-year period, an initial ballot, a successive ballot, and a recirculation ballot.  The changes made between comment periods improved the clarity of the requirements and modified other requirements.  A comparison of the currently-approved version of the standard against the latest posted draft of the proposed standard results in some requirements that are more stringent, and others that are less stringent.  



The drafting team prepared several documents to explain its rationale and justification for the approaches it took; however, there were several unresolved minority issues: 

· The “Purpose” section of proposed FAC-003-2 focuses on managing vegetation on rights-of-way that could lead to cascading outages.  Some commenters indicated the purpose in the already approved version of the standard is more appropriate as it includes preventing a wider range of vegetation related outages, and includes vegetation from outside rights-of-way that could impact transmission lines.  

· The team indicated that the ERO’s responsibility is to develop standards that

      prevent cascading, uncontrolled separation, and instability.

· The proposed FAC-003-2 uses Gallet equations to define the Minimum Vegetation Clearance Distance (MVCD) referenced in Requirements R1, R2, R3, R5 and R7.  While the Gallet equations identify a minimum flash-over clearance, some commenters expressed concern that defining the MVCD to be equal to the flash-over distance as determined by the Gallet equations does not provide any built in safety factor. 



· The team indicated that, while there is no explicit “margin” established in Requirement R3, the standard requires the entity to establish procedures it uses to prevent encroachments for all Ratings and Rated Operating Conditions, and that those procedures account for conductor movement and vegetation growth.  This effectively replaces “Clearance 1” from the existing standard.   Combined with R1 and R2, this obliges entities to maintain vegetation appropriately without using a one-size-fits-all approach.




· Some commenters felt the proposed Requirement R7 in FAC-003-2 is not enforceable as written. Requirement R7 sets the requirement for each Transmission Owner to complete 100 percent of its annual vegetation work plan; however, there is no requirement in FAC-003-2 for an entity to develop or have a documented annual plan for vegetation management.  In addition, Requirement R7 provides a list of examples for modification to the “annual plan” providing entities with a number of reasons, such as contractor unavailability and changes in land ownership, for not completing 100 percent of the plan.

· The team included the list of exemptions to ensure that Transmission Owners are

       not penalized for a failure to complete the work in their annual plan as long as the

              changes to the plan did not lead to any vegetation-related encroachments into the 

              MVCD. 

· Proposed Requirement R3 lacks specificity and requires entities to have “maintenance strategies or procedures or processes or specifications it uses to prevent the encroachment of vegetation into the MVCD of its applicable transmission lines” but does not require an entity to have a formal documented work plan for vegetation management.  

· The team interpreted Requirement R3 as a “results-based” requirement that specified “what” without specifying the details of “how”.  As a results-based standard, this requirement focuses on what is needed without requiring an explicit format.  

· The proposed FAC-003-2 excludes vegetation fall-ins and blow-ins from outside the right-of-way on the basis that they are not preventable, an assertion that some stated is incorrect as it does not account for situations where a Transmission Owner has the legal right to manage vegetation outside the defined right-of-way.  Most (81 percent) of the vegetation-related sustained outages reported by Transmission Owners since 2008 have involved vegetation falling into transmission lines from outside the right-of-way.  

· The team did not include fall-ins from outside the right-of-way because not all Transmission Owners have legal access to manage vegetation outside the right-of-way.  While it would be desirable to deal with all possible transgressions from outside the right-of-way, the uncertainty in forecasting when an apparently sound tree off the right-of-way may fall and the contentious nature of dealing with these trees makes a requirement to handle all of them impractical.  

· The separation of IROL (any voltage level) and non-IROL (200 kV and above) Transmission Lines into separate requirements with different VRFs, which some stated to be inappropriate, and limiting of the NERC Compliance Monitoring and Enforcement Program (CMEP) by creating two separate requirements with similar purposes but covering different categories of equipment.  

· The team divided the requirements and the types of vegetation-related outages to bring the anticipated penalties in line with the reliability-related risk of different types of vegetation-related encroachments.  This is consistent with FERC VRF Guideline 5.

· Some commenters stated the force majeure provisions are unnecessary and call into question whether NERC and the regions have enforcement discretion to take such things into account as part of the CMEP. 

· The team included the force majeure provisions to prevent Transmission Owners from having to develop burdensome self-reports of violations for conditions that were outside their control. Explicitly noting these concerns should not have any impact on enforcement discretion related to this or any other standard.  



Proposed VRFs and VSLs 

The non-binding poll of the drafting team’s proposed VRFs and VSLs achieved a quorum with 77 percent of those who registered to participate in providing an opinion and 79 percent of those who provided an opinion indicated support for the VRFs and VSLs that were proposed by the drafting team.  



NERC’s standards staff recommends approval of all the VRFs and all of the VSLs for Requirements R3 through R7 that were developed by the drafting team, but recommends approval of alternative VSLs developed by the standards staff for R1 and R2.  Requirements R1 and R2 require management of vegetation to prevent encroachment into the MVCD and sustained outages from vegetation-related fall-ins, contacts from vegetation and lines blowing together, and contacts from vegetation growth.  The drafting team proposed graduated VSLs for both Requirements R1 and R2 as follows:

· Lower VSL for encroachment into the MVCD without a sustained outage

· Medium VSL for a fall-in from within the right-of-way that leads to a sustained outage 

· High VSL for a contact caused by vegetation and lines blowing together that leads to a sustained outage

· Severe VSL for a vegetation contact that leads to a sustained outage

The drafting team proposed that its VSLs indicate how poorly a vegetation management program met its goal of preventing encroachment into the MVCD, assuming that the vegetation management program includes different tasks, with different knowledge and skill requirements, and a failure to meet performance associated with more complex tasks would be a more severe indication of a program failure and should be assigned a higher VSL.  The method of assigning VSLs proposed by the drafting team does not meet NERC’s VSL guidelines.  NERC’s guidelines assign VSLs based on how well the performance measured meets the reliability-related intent of the associated requirement. In this case, the reliability intent of both R1 and R2 is to prevent encroachment into the MVCD.

The standards staff proposes a High VSL for failure to prevent encroachment into the MVCD that doesn’t lead to a sustained outage and a Severe VSL for failure to manage vegetation that leads to any of the identified vegetation-related sustained outages.  

· A High VSL represents noncompliant performance that misses a significant part of the reliability intent of the requirement.  Each Transmission Owner establishes the MVCD and has an obligation under R1 and R2 to prevent vegetation from entering into this flashover distance.  If vegetation does enter this MVCD, this indicates that the program wasn’t managed to the point where it met its objective.  While partial credit should be provided for preventing actual contact between vegetation and lines, the reliability objective of preventing encroachment into the MVCD was missed by a significant margin.

· A Severe VSL represents noncompliant performance that totally or mostly misses the reliability intent of the requirement.  In any situation where vegetation under the control of the transmission owner was not managed to the point where there was contact that led to a sustained outage, the reliability intent of the requirement was totally missed.  

The staff proposed alternative VSLs were posted for stakeholder comment with the VSLs proposed by the drafting team from June 17-July 17, 2010.  Forty-five sets of comments were submitted, representing views of more than 100 different people from over 50 companies, representing seven of the 10 industry segments.  While some stakeholders did not indicate a preference for one set of VSLs over another, stakeholders overwhelmingly (by more than a two to one margin) indicated a preference for the VSLs proposed by the drafting team.  



 A link to the project history and files is included here for reference: 

http://www.nerc.com/filez/standards/Vegetation-Management_Project_2007-7.html 



If trustees have questions or need additional information, they may contact Herb 

Schrayshuen at herb.schrayshuen@nerc.net.





			





6b. Reliability Standards Development Plan 2012-2014



Action

Approve the Reliability Standards Development Plan 2012-2014 (RSDP) and direct staff to file with applicable regulatory authorities.

[2012-2014 Reliability Standards Development Plan Final Draft – for BOT Consideration ]



Executive Summary

The 2012-2014 RSDP has been drafted and approved by the Standards Committee (SC).  It represents the completion of a multi-month undertaking to review previous work and plan for new work.  NERC completed seven standards development projects in 2011 and expects to complete an additional seven in 2012.  Upon completion of these projects, additional projects will be initiated.  NERC forecasts new projects will commence next year addressing protection systems, training, emergency operations, and real-time tools.  



NERC is asking for the Board’s approval of the plan for submission to the appropriate regulatory authorities pursuant to Section 310 of the Rules of Procedure.  



Background

Developed over the past several months, the RSDP provides a status of work undertaken in 2011, as well as a forecast of work for the next three years.  



During the month of July 2011, NERC solicited the industry at-large for additional projects to be considered for inclusion in the 2012-2014 plan.  In August, the SC began reviewing all of the known projects and potential projects, assigning them various scores based on input from constituents within their respective segments.  Similar to last year, the SC utilized a simple scoring mechanism to identify key considerations for use in determining standards project priorities.  The SC also began trial testing a new metric that accounts for “cost considerations,” and using a more sophisticated analysis of each of the key drivers in project prioritization.  This allowed the SC to consider each of those factors separately, as well as in aggregate, to determine how best to allocate resources.  



NERC staff assembled the results in September, and an initial Prioritization and Work Plan was approved for posting at the September meeting of the SC. This Work Plan assumed an overall throughput capability of 13 projects in development concurrently, which is an increase above the 2011 target of 12.  This is due to staffing increases in the NERC Standards department, which have allowed for some additional work to be considered. The SC allocated that throughput capability to three areas.



A link to the RSDP, history, and files is included here for reference: 

http://www.nerc.com/page.php?cid=2|247|290



If trustees have questions or need additional information, they may contact Herb 

Schrayshuen at herb.schrayshuen@nerc.net.





		



6c. MOD-025-RFC-1: Reactive Power Capability 



Action

Approve the following standards documents and direct staff to file with applicable regulatory authorities:

· Reliability Standard MOD-025-RFC-01 – Verification and Data Reporting of Generator Gross and Net Reactive Power Capability effective consistent with the Implementation Plan for MOD-025-RFC-01

[MOD-025-RFC-01 – Clean] [No redline available] 

· Violation Risk Factors (“VRFs”) and Violation Severity Levels (“VSLs”) for MOD-025-RFC-01:

[Included in the Standard above]

1. Implementation Plan for MOD-025-RFC-01: 

Upon regulatory approval, the standard will be mandatory and enforceable (with monetary penalties for non-compliance) to all applicable NERC registered entities within the ReliabilityFirst footprint.



Retirement

· None

Background

The MOD-025-RFC-01 standard was developed to provide planning entities with accurate generator gross and net Reactive Power capability modeling data to use in system planning studies.  This standard was also developed to meet the “fill in the blank” requirements assigned to the Regional Reliability Organizations as set forth in the NERC approved MOD-025-1 standard.



The ReliabilityFirst  MOD-025-RFC-01 standard contains two main requirements for applicable entities within the ReliabilityFirst geographic area.  The standard includes the following:

· Requirement R1, which requires the Generator Owner to verify the operating range of Reactive Power capability for each of its applicable units every five years in accordance with MOD-025-RFC-01 Attachment 1; and 

· Requirement R2, which requires the Generator Owner to provide specific data from the most recent Reactive Power capability verification within 30 calendar days of a written request from its Transmission Planner, Transmission Operator, Reliability Coordinator or Planning Coordinator.



When Project 2007-09 Generator Verification develops modifications to the continent-wide standard MOD-025-1, this regional standard will be reviewed by ReliabilityFirst to ensure that any duplicative requirements or any requirements that are less restrictive or do not add additional detail will be considered for retirement.   The steps outlined in the ReliabilityFirst Reliability Standards Development Procedure will be followed for any such revisions or retirements.



Directives

None



Standard Development Process

The standard was processed through the approved ReliabilityFirst Reliability Standards Development Procedure, which included five postings for stakeholder comment over a three-year period, a ballot, and approval by the ReliabilityFirst Board of Directors.  

There were two minority issues raised during the ballot as identified below: 

1. Issue: There is no need for this regional standard since continent-wide MOD‐025-1 has not been approved by FERC.  NERC assigned the Generator Verification Standard Drafting Team the responsibility of drafting a new MOD‐025 standard that will not be a "fill‐in the blank" standard.

Response: ReliabilityFirst is fulfilling its obligation under the current NERC approved MOD‐025‐1.  When the new NERC MOD‐025 standard is approved, the ReliabilityFirst standard will be reviewed for duplicative requirements.  Additionally, replacement of the legacy documents is required in ReliabilityFirst’s Bylaws and addresses ambiguities, inconsistencies, and deficiencies in those documents.

1. Issue: Attachment 1 Section 2.1 is too rigid; it will hinder the ability to obtain reactive power test results when plant conditions do not allow the real power to be at the level reported in MOD‐024‐RFC‐01, perhaps due to water temperatures, coal conditions, or ambient temperatures.  The requirement should be revised to allow the verification to begin at or above 95 percent of the reported real power capability. 

Response: The reported capability under MOD‐024‐RFC‐01 is a capability that is equal to the unit’s continuous and sustainable output that can be produced seven days a week, 24 hours a day without encountering any equipment limits (this may not be the maximum capacity of the unit).  This capability is a normalized value that takes into account differences in the ambient conditions during the verification and 15‐year weather averages (See, R4 of MOD‐024‐RFC‐01).  The normalization can also be used to adjust the actual achievable real power output during the reactive verification to the normalized real power capability determined during the MOD‐024‐RFC‐01 verification.  If a unit cannot reach its MOD‐024‐RFC‐01 reported capability (at any time during the five year verification period), the unit’s Real Power capability may need to be re‐examined to make sure the reported capability is actually the correct value.



Proposed VRFs and VSLs 

The VRFs and VSLs were included with the standard when balloted.  NERC standards staff is not recommending any modifications to the VRFs and VSLs that were balloted. 

A link to the project history and files is included here for reference: 

https://rsvp.rfirst.org/MOD025RFC01/default.aspx



	                                                              





6d. IRO-006-TRE-1: IROL and SOL Mitigation in the ERCOT Interconnection  



Action

Approve the following standards documents and direct staff to file with applicable regulatory authorities:

· Reliability Standard IRO-006-TRE-1 —  IROL and SOL Mitigation in the ERCOT Interconnection 

[IRO-006-TRE-1 - Clean] [New Standard - No redline available] 

1. Violation Risk Factors (“VRFs”) and Violation Severity Levels (“VSLs”) for IRO-006-TRE-1

[VRFs and VSLs embedded Standard above]

1. Implementation Plan for IRO-006-TRE-1 

The effective date for IRO-006-TRE-1 is the first day of the first calendar quarter after applicable regulatory approval.



Retirement

· None

Background

IRO-006-TRE-1 provides enforceable requirements associated with the existing Electric Reliability Council of Texas (ERCOT) congestion management procedures.  This Regional Standard addresses the FERC directive in Paragraph 964 of Order No. 693, in which FERC determined that the ERCOT transmission loading relief procedures were superior to the national standard, and directed the ERO to provide Reliability Standards including requirements, measures and levels of non-compliance corresponding to the ERCOT protocols for application in the ERCOT Region.



The TRE IRO-006-TRE-1 standard requires:

· Requirement 1 

The RC (ERCOT) to have procedures to identify and mitigate exceedances of identified Interconnection Reliability Operating Limits (“IROLs”) and System Operating Limits (“SOLs”) that will not be resolved by the automatic actions of the ERCOT Nodal market operations system. 

· Requirement 2 

The RC to act according to its procedures to identify and mitigate exceedances of identified Interconnection Reliability Operating Limits and System Operating Limits that will not be resolved by the automatic actions of the ERCOT Nodal market operations system.





Directives

This Regional Standard addresses the FERC directives in Paragraph 964 of Order No. 693 by:

· Modifying the ERCOT protocols to ensure consistency with the standard form of the Reliability Standards including Requirements, Measures and Levels of Non-Compliance. 

[link to Order No. 693] 



Standard Development Process

The standard was developed and approved in accordance with Texas RE’s FERC-approved Regional Standards Development Process (included as Appendix to Exhibit C to the Delegation Agreement between NERC and Texas RE).  The process included formation of an expert standard drafting team to develop the standard, a posting for stakeholder comment, a stakeholder ballot, and approval by Texas RE’s Reliability Standards Committee and Board of Directors.  

There were no minority issues raised during the comment period that were not resolved. 

The standard was approved by an ERCOT Regional stakeholder ballot with 12 votes in favor of the proposed standard, zero votes against, and one abstention.  All industry segments participated in the ballot.  The proposed VRFs and VSLs were approved in a non-binding poll with seven votes in favor and zero votes against.[footnoteRef:1]  ERCOT, which is the only entity that has compliance responsibilities under this standard, actively participated on the standard drafting team and voted in favor of the standard and the VRFs and VSLs. [1:  Several ballot pool members did not vote in the VRF/VSL poll.] 


NERC Standards Staff’s View of VRFs and VSLs

The VRFs and VSLs were included with the standard when balloted.  NERC standards staff is not recommending any modifications be made to the VRFs and VSLs that were balloted. 

A link to the project history and files is included here for reference: 

http://www.texasre.webvote.oati.net/texasre_webvote/action/PubMainAction?type=Detail&id=26





	





	                                                       







6e. PRC-006-SERC-1: Automatic Underfrequency Load Shedding (UFLS) Requirements  



Action

Approve the following standards documents and direct staff to file with applicable regulatory authorities:

· Reliability Standard PRC-006-SERC-01 – Automatic Underfrequency Load Shedding Requirements

[PRC-006-SERC-01- Clean] [New Standard – No redline available] 

1. Violation Risk Factors (“VRFs”) and Violation Severity Levels (“VSLs”) for PRC-006-SERC-01

[VRFs and VSLs are available in the Standard above]

1. Implementation Plan for PRC-006-SERC-01 

The Implementation Plan is staged over a 30-month window to allow entities to respond to any changes in UFLS settings due to this standard.  In addition, the implementation date of Requirement R1 is dependent on FERC adoption of the continent-wide standard PRC-006-1.



Retirement

· None

Background

The SERC UFLS Standard: PRC-006-SERC-01 (“SERC UFLS Standard”) provides regional UFLS requirements for registered entities in the SERC Region.  UFLS requirements have been in place at a continent-wide level and within SERC for many years prior to implementation of FERC-approved Reliability Standards in 2007.



In 2008, SERC commenced work on PRC-006-SERC-01.  NERC also began work on revising PRC-006-0 at a continent-wide level.  The SERC standard is consistent with and complementary to the continent-wide UFLS standard.



PRC-006-1 identifies the Planning Coordinator (PC) as the entity responsible for developing UFLS schemes within its PC area.  This regional standard adds specificity not contained in the NERC standard for development and implementation of a UFLS scheme in the SERC Region that effectively mitigates the consequences of an underfrequency event.



Directives

None





Standard Development Process

The standard was processed through SERC’s approved standards development process, which included five postings for stakeholder comment over a three-year period, three ballots, and approval by SERC’s Board Executive Committee.  

There were two minority issues raised that were not resolved as identified below: 

1. Issue: Question the correlation between the NERC and SERC standards and how the two standards work together.

Response: The SERC standard provides regional detail on specificity for some of the NERC requirements. It should also be noted that the SERC standard is not a stand-alone standard but needs to be applied in conjunction with the NERC UFLS standard.

1. Issue: There is no need for this regional standard.  PRC-006-1 is sufficient.

Response: Not only do the requirements of the SERC standard provide regional consistency and coordination, they also are more stringent than the national standard. For example, Requirement 2 sets specific boundaries on UFLS schemes that are not requirements in the national standard.



Standards Staff’s View of VRFs and VSLs

The non-binding poll of VRFs and VSLs was conducted during the final ballot of the associated standard.  NERC standards staff is not recommending modifications be made to the VRFs and VSLs that were posted for the nonbinding poll. 



 A link to the project history and files is included here for reference: 

http://serc.centraldesktop.com/standardhomepage/doc/10467819/w-RegionalUflsStandard










	

	

NERC Rules of Procedure Non-substantive Capitalization and Definition Changes



Action

Approve



Background

NERC requests that the Board of Trustees (Board) approve proposed revisions to the NERC Rules of Procedure and all existing Appendices to the Rules of Procedure (3A, 3B, 3C, 4A, 4B, 4C, 4D, 4E, 5A, 5B, 6, and 8), as well as proposed new Appendix 2, Definitions of Terms Used in the Rules of Procedure.  



The objectives of the proposed revisions are: (1) to place all definitions of defined terms used anywhere in the Rules of Procedure in a single, readily-accessible location (proposed Appendix 2); (2) to capitalize defined terms throughout the Rules of Procedure where they are intended to be used in their defined meanings; and (3) to lower-case other terms that are currently capitalized in the Rules of Procedure but are not defined terms.



These revisions are being proposed in response to Paragraph 93 of the Order of the Federal Energy Regulatory Commission (FERC or Commission) issued October 21, 2010,[footnoteRef:1] in which the Commission invited NERC to submit a filing making consistent use of defined terms throughout the Rules of Procedure and Appendices.  The October 21, 2010 Order invited NERC to make such a filing by January 1, 2011.  NERC was unable to develop, post for comment, obtain Board approval, and file the proposed revisions for this purpose by January 1, 2011; however, NERC recognizes that there is a need for greater consistency in definitions and the use of capitalization in the Rules of Procedure and Appendices, and therefore is proceeding with this initiative at this time.  If these revisions are approved by the Board, NERC will file the proposed revisions with the Commission for approval promptly thereafter. [1:  North American Electric Reliability Corporation, 133 FERC ¶ 61,061 (2010).] 




	Agenda Item 7

	Board of Trustees Meeting		November 3, 2011



The sources of the defined terms listed in proposed Appendix 2 are: (1) definitions currently found throughout the existing Rules of Procedure, including, among other places, in Section 200, Section 1500, and Appendices 4C, 4D, 5B and 6, (2) the NERC Glossary of Terms Used in Reliability Standards, (3) definitions in the NERC Bylaws, (4) definitions in Section 215 of the Federal Power Act, and (5) definitions in FERC regulations at 18 C.F.R. Parts 39 and 388.  Efforts have been made to reconcile non-identical definitions currently used in different parts of the Rules of Procedure; however, for certain terms, the definitions used in different parts of the Rules of Procedure were sufficiently different that it was not possible to develop a single definition without changing the meaning of the term as used in one of the parts of the Rules.  In those cases, the definition in Appendix 2 incorporates both meanings, with the applicable meaning to be used being dependent on the context (or, in some cases, to be used only in a specifically-identified provision or Appendix of the Rules).  For the purposes of this initiative, 

which was not intended to result in substantive changes to the Rules of Procedure, this approach was considered preferable to changing an established term or its definition to achieve consistency.



A small number of new definitions (i.e., explicit definitions not presently found in any of the above referenced sources) for frequently-used terms in the Rules of Procedure have been created and appear in proposed Appendix 2.  These new definitions are denoted by “[Note: new definition].”



There are a number of defined terms that appear only within Appendix 2 and do not appear elsewhere in the Rules of Procedure.  These defined terms are internal to the definitions of other defined terms.  For the most part, these “internal” definitions are found within definitions of other terms that are taken from the NERC Glossary of Terms Used in Reliability Standards, and they are themselves taken from the NERC Glossary.  Thus, the “internal” definitions are necessary for a complete understanding of the defined terms that are used elsewhere in the Rules of Procedure.  The objective of this approach is to establish Appendix 2 as a complete source of all definitions used in the Rules of Procedure, without the need to refer to other sources outside the Rules of Procedure.



In the Rules of Procedure and Appendices, terms listed in Appendix 2, if not currently capitalized where used in the Rules of Procedure, have been revised to be capitalized where they are intended to be used with their defined meanings.  Where a term defined in Appendix 2 appears in the Rules of Procedure but is not capitalized, the term is there being used in its ordinary and commonly understood meaning and not as defined in Appendix 2 (if different).  Other terms that are not defined terms, such as the names of entities, organizations, committees, or programs; position titles; titles of documents or forms; section headings or captions; geographic locations; and other terms commonly presented as proper nouns, are also capitalized in the Rules of Procedure without being defined in this Appendix.



Although all definitions used in the Rules of Procedure and Appendices have been collected in proposed Appendix 2, “Definitions” sections in current Appendices have not been deleted in the proposed revisions, but rather have been retained for convenience of reference to the user.  However, definitions in these “Definitions” sections have been revised where necessary to conform to the definition presented in Appendix 2.



The Rules of Procedure and Appendices marked with the proposed revisions are the currently-effective Rules of Procedure and Appendices as approved by the Commission, and do not reflect any additional proposed revisions currently pending before the Commission for approval.  However, it is intended that the same approach to presentation of definitions and capitalization of defined terms used in the proposed revised Rules of Procedure will be applied prospectively to all future substantive revisions.


	Agenda Item 8

	Board of Trustees Meeting

	November 3, 2011

	





Reinstatement of NERC Rules of Procedure Section 402.1.3.2



Action

Approve the reinstatement of Section 402.1.3.2 to the NERC Rules of Procedure. 



Background

This revision to the NERC Rules of Procedure (ROP) is required by a FERC order issued on October 7, 2011.[footnoteRef:1]  FERC’s October 7 order has directed NERC to make a compliance filing to reinstate this Section to the ROP by November 7, 2011. [1:  North American Electric Reliability Corporation, 137 FERC ¶ 61,028 (2011).] 




On June 9, 2010, and as supplemented on June 17, 2010, NERC submitted a filing to FERC requesting approval of revisions to the Regional Delegation Agreements (RDAs) and to certain ROP provisions.  FERC conditionally accepted the June 9, 2010 filing on October 21, 2010[footnoteRef:2] and directed NERC to submit a compliance filing, which NERC submitted on February 18, 2011.  The October 7 order conditionally accepted the February 18, 2011 compliance filing and the additional RDA and ROP revisions submitted with the compliance filing, with one exception.  Specifically, FERC rejected NERC's proposed deletion of Section 402.1.3.2 from the ROP, and FERC directed NERC to file a compliance filing by November 7, 2011 restoring Section 402.1.3.2 to the ROP.  FERC stated that NERC had not provided sufficient justification for deleting that provision. [2:  North American Electric Reliability Corporation, 133 FERC ¶ 61,061 (2010).] 




Section 402.1.3.2 pertains to the "audit verification" program whereby NERC verifies the results of compliance audits conducted by Regional Entities.  The language of the Section reads as follows:



1.3.2    NERC shall establish a program to audit bulk power system owners, operators, and users operating within a regional entity to verify the findings of previous compliance audits conducted by the regional entity to evaluate how well the regional entity compliance enforcement program is meeting its delegated authority and responsibilities.



NERC requests approval to reinsert this provision in the ROP in order to comply with the FERC order.  The audit validation will be integrated into the restructured Regional Entity Audit Program as a distinct module.  NERC staff is developing the informational filing and program document for the restructured RE Audit Program, which will be presented to the Board of Trustees Compliance Committee at its December 2011 meeting. 




Agenda Item 9

Board of Trustees Meeting


November 3, 2011




Amendments to WECC Bylaws and Reliability Standards Development Procedures








Action


Approve requested amendments to WECC documents

Summary

WECC has requested that the Board approve, and direct NERC staff to file with FERC for approval, amendments to the Amended and Restated Delegation Agreement between NERC and WECC, consisting of amendments to Exhibit B – the WECC Bylaws, and to Exhibit C – the WECC Reliability Standards Development Procedures (“RSDP;” formerly titled the “Process for Developing and Approving WECC Standards”).  

Attachment 1 is a letter from WECC requesting Board approval of the amendments to the WECC Bylaws and WECC RSDP.  Specifically, the Board is requested to approve the proposed amendments in substantially the form shown on:


Attachment 2 – Redlined version of Exhibit B to the NERC-WECC Delegation Agreement (WECC Bylaws), marked to show the proposed amendments.



Attachment 3 – Redlined version of Exhibit C to the NERC-WECC Delegation Agreement (WECC RSDP), marked to show the proposed amendment to the WECC RSDP and corresponding revisions to the “common attributes” for a regional reliability standards development procedure.


There are no proposed revisions to any other portions of the NERC-WECC Delegation Agreement, and therefore only the redlined versions of Exhibit B and Exhibit C are being provided with this agenda item.

Board approval of the amendments to Exhibits B and C of the NERC-WECC Delegation Agreement will also constitute approval of the amendments to the WECC Bylaws and RSDP as “regional entity rules.”  The proposed amendments to Exhibits B and C have received the necessary approvals from the WECC Board of Directors and Membership.


The remainder of this memorandum describes the proposed amendments and their basis and purpose.


Amendments to Exhibit B (WECC Bylaws)


1.
The WECC Bylaws require the WECC Board to conduct a review of WECC’s effectiveness every five years.  The Board has delegated this function to the WECC Governance and Nominating Committee (“GNC”).  The GNC’s most recent review, initiated in 2010 and completed in 2011, noted, among other things, (i) that the WECC RSDP currently limits the WECC Board to either accepting a standard proposed by a standing committee or returning it to the committee; and (ii) that WECC has no “backstop” process to develop or modify a Regional Reliability Standard in response to a regulatory directive or when the WECC Board believes one is needed to protect regional reliability, in cases where the WECC standing committees are unable to develop or approve the needed Regional Standard within a reasonable amount of time, or when the Board believes a Regional Standard recommended by the committee should be modified.  Accordingly, a number of amendments to the WECC Bylaws, and substantial revisions to the WECC RSDP, are proposed to address these findings.  Specifically,  Amendments are proposed to revise or add the following sections of the WECC Bylaws: 3.6 (new section), 3.7 (new section), 3.35 (new section), 3.39, 3.41 (renumbered from 3.40), 4.5.5 (new section), 5.1, 8.3.2 (new section), 8.5.4, 8.5.5.2 (new section), 8.5.5.3 (renumbered from 8.5.5.2), 8.5.5.4 (new section), 8.5.6, 8.6.1 (including new subsection 8.6.1.3), and 8.6.2.  The purpose of these amendments (along with amendments to the WECC RSDP, discussed below), is (i) to more closely align WECC’s procedure to the procedure used by NERC for balloting continent-wide standards, and (ii) to provide the WECC Board with “backstop” authority concerning issuance of Regional Reliability Standards comparable to the authority of the NERC Board under Section 321 of the NERC Rules of Procedure.  The new procedure includes the formation of a WECC Standards Committee and a WECC Ballot Body, which will allow meaningful participation in the Regional Reliability Standards development process by all persons who represent WECC Members in any forum, not just those persons who represent their Member entity in a particular WECC standing committee.

(
New Section 3.6 adds a new defined term “Ballot Body.”  The Ballot Body consists of WECC members and non-members that have been determined to be eligible for the voting sectors in Section 8.5.5.2 and may, therefore, vote on Regional Criteria and Regional Reliability Standards.

(
New Section 3.7 adds a new defined term “Ballot Pool.”  The Ballot Pool will consist of a self-selected set of members of the Ballot Body who join the Ballot Pool for a given Regional Criterion or Regional Reliability Standard during a designated time window prior to balloting or to the close of balloting.

(
New Section 3.35 adds a new defined term “Regional Criteria.”  Regional Criteria are documents developed through the WECC RSDP and approved by the WECC Board to establish consistency among WECC member entities with respect to their business practices, or their technical, documentation or administrative procedures.

(
Section 3.41 (renumbered from 3.40) is amended to reflect the revised title of the WECC RSDP.

(
New Section 4.5.5 pertains to processing applications from non-WECC members to join the Ballot Body.  In their applications, non-WECC members will be required to identify their affiliation(s) with other Ballot Body members, and WECC staff will limit voting of affiliated non-WECC members in the same manner as voting by WECC members would be limited.

(
Section 5.1, Quorum, is amended to state that the provisions of that section do not apply to voting on Regional Reliability Standards and Regional Criteria under the oversight of the WECC Standards Committee.

(
New Section 8.3.2 assigns responsibility to the WECC Standards Committee to oversee the process for responding to requests for Regional Reliability Standards and Regional Criteria, including (i) for determining if a request is within the scope of WECC’s activities, and (ii) for overseeing the drafting, comment and voting process for the Regional Reliability Standard or Regional Criteria.  The Standards Committee will also oversee the process for responding to requests for interpretations of Regional Reliability Standards and Regional Criteria.  The Standards Committee will consist of one member from each of the WECC Standards Voting Sectors (Section 8.5.5.2) and a member of the WECC Board who shall act as committee chair.  Finally, Section 8.3.2 requires the WECC Board to approve a Standards Committee Charter that describes the membership selection process for the committee.

(
Section 8.5.4 is amended to provide that the right of any WECC Member to designate a voting member of any standing committee or other committee does not apply to the Standards Committee established under Section 8.3.2.

(
Section 8.5.5.1 is amended to provide that the three classes of membership for WECC committees do not apply to the Standards Committee.

(
New Section 8.5.5.2 establishes the WECC Standards Voting Sectors for the Ballot Body, comprised of five registered sector (i.e., Entities registered in the NERC Compliance Registry and Canadian and Mexican Entities performing functions that, if performed in the U.S, would result in registration) and three non-registered sectors: (i) Transmission, (ii) Generation, (iii) Marketers and Brokers, (iv) Distribution, (v) System Coordination, (vi) End Use Representative (non-registered member of WECC Member Class Four), (vii) State and Provincial Representatives (non-registered members of WECC Member Class Five), and (viii) Other non-registered WECC Members and Participating Stakeholders.  An Entity can be in more than one registered Sector but in only one non-registered Sector.  WECC staff shall confirm the eligibility of Participating Stakeholders for Sectors, with decisions of WECC Staff on Sector eligibility appealable to the WECC GNC and decisions of the GNC appealable to the WECC Board.

(
Section 8.5.5.3 (renumbered from 8.5.5.2) is amended to specify that the provision allowing each committee member to have one vote does not apply to the voting for proposed Regional Reliability Standards and Regional Criteria, under the voting procedures established in Section 8.5.5.4.

(
New Section 8.5.5.4 establishes voting procedures for proposed Regional Reliability Standards and Regional Criteria.  When the Standards Committee determines that a draft Regional Reliability Standard or Regional Criteria is ready for consideration by the Ballot Body, it will be presented for a vote.  Ballot Body members will be provided the opportunity to opt in to the Ballot Pool for the vote.  A two-thirds quorum of the Ballot Pool is required for a valid vote.  Members of the Ballot Pool who are eligible to vote in more than one of the Sectors may cast one vote in each Sector for which they are eligible.   Calculation of the vote will be pursuant to a weighted sector voting formula as described in the WECC RSDP.  If the Ballot Pool approves a proposed Regional Reliability Standard or Regional Criteria, it will be recommended to the WECC Board.

(
Section 8.5.6 is amended so as to make the provisions of that section and of Section 8.6 not applicable to committee recommendations and decisions related to development and approval of reliability standards.  This section previously governed posting and notice requirements for proposed reliability standards prior to action by the WECC Standing Committee; however, since under the new procedures, proposed standards will not go through the Standing Committees for approval, there is no need for this section to specify such posting and notice requirements.

(
Sections 8.6.1 and 8.6.1.1 are amended to add references to Regional Criteria as well as to Reliability Standards.  In addition, section 8.6.1.1 is amended so as to provide that WECC Members and Participating Stakeholders have the right to participate in all discussions, voting and appeals pertaining to a proposed new or revised Reliability Standard or Regional Criteria, not just to committee or subcommittee discussions, votes or appeals in such matters.

(
Section 8.6.1.2 is amended to specify that a Participating Stakeholder (i.e., a non-WECC Member) is only entitled to vote on Regional Criteria if the proposed Regional Criteria could result in sanctions to an entity that is not a WECC Member.


(
New Section 8.6.1.3 provides authority for the WECC Board to use the special procedures to address regulatory directives (the “backstop” authority) in the event the procedures for drafting and voting on Reliability Standards do not produce a responsive product.  The special procedures are set forth in the WECC RSDP.  To exercise this authority, the WECC Board must find that the proposed Reliability Standard or revision is just, reasonable, not unduly discriminatory or preferential, and in the public interest, considering (among other things) whether it is helpful to reliability, practical, technically sound, technically feasible, and cost justified.  If the Board is unable to make this finding, then it may direct that the proposed Reliability Standard be filed with the Applicable Regulatory Authority as a compliance filing in response to the regulatory directive, along with a recommendation that the standard not be made effective and an explanation of the basis for the recommendation.

2.
Section 1, Mission, has been amended, for simplification, to delete the list of states and provinces that are fully or partially within the Western Interconnection.  As amended, the first paragraph of Section 1 states: “The Western Interconnection is the geographic area containing the synchronously operated electric grid in the western part of North America.”  The definition of “Western Interconnection” (Section 3.43; renumbered from 3.42) is being amended as follows: “The geographic area containing the synchronously operated electric transmission grid in the western part of North America, which includes parts of Montana, Nebraska, New Mexico, South Dakota, Texas, Wyoming, and Mexico and all of in the United States Arizona, California, Colorado, Idaho, Nevada, Oregon, Utah, and Washington, as well as parts of Montana, Nebraska, New Mexico, South Dakota, Texas, Wyoming, and Colorado; part of and the Canadian Provinces of British Columbia and Alberta; and Baja California Norte, Mexico.

3.
In Section 3.5, a new defined term, “Balancing Authority,” has been added, defined as follows: “The responsible entity that integrates resource plans ahead of time, maintains load-interchange-generation balance within a Balancing Authority Area, and supports Interconnection frequency in real time.”  (This is the same definition of this term as in the NERC Glossary of Terms Used in Reliability Standards.)  Correspondingly, the defined term “Control Area” (presently Section 3.11) is being deleted.  In the definitions of “Grid Operating Entity” (Section 3.22, renumbered from 3.20) and “Local Regional Entity” (Section 3.24, renumbered from 3.23), the terms “control area operator” and “Control Area” are being deleted and replaced with the term “Balancing Authority.”

4.
Present Section 3.21, which is the definition of “Participating Stakeholder,” is not placed in alphabetical order in the Definitions section of the WECC Bylaws.  The text of this section has been moved to be Section 3.33, where it is placed in alphabetical order among the defined terms.


5.
The defined term “Reliability Practices,” presently Section 3.38, is being deleted as no longer needed.

6.
The definition of “Reliability Standard” (Section 3.40, renumbered from 3.39) is being amended to state that a Reliability Standard for the Western Interconnection shall only apply to entities outside the U.S. portion of the Western Interconnection upon approval by the appropriate Canadian or Mexican authority.  This definition is also being amended to state that (i) “Reliability Standards include Regional Reliability Standards and Continent-wide standards;” and (ii) Reliability Standards are adopted by NERC; Regional Reliability Standards are specific to the Western Interconnection and shall be established using the WECC RSDP.

7.
Section 5.9, “Minimum Participation Requirements,” is being amended to eliminate the provision specifying that at least two weeks prior to the WECC Annual Meeting, WECC will send a notice to any Member that has not, within the previous year, satisfied the minimum participation requirement to be counted for quorum purposes at a meeting of the membership as a whole or a Class meeting.  This section is also being amended to provide that a Member who has met the minimum participation requirement, and therefore has become an “inactive” Member, can restore its active status by participating in at least one WECC meeting (including meetings of the WECC Board, committees and subcommittees) by attending in person, sending an alternate, or voting an absentee, rather than solely by participating in a WECC Annual Meeting (as provided in the current section).  Finally, this section is being amended to delete the provision that “an inactive Member will not be entitled to vote at WECC meetings until the Member is reinstated to ‘active’ status;” as amended, the section states that an inactive Member will not be counted toward establishing a quorum of the membership as a whole or of a Class; and specifies the means by which an “inactive” Member” may return to active status.

8.
Section 6.2 is being amended to permit the WECC Board to add the WECC CEO to the Board.  This amendment results from recent work of a CEO Search Subcommittee of the WECC Human Resources and Compensation Committee, which recommended that WECC have the ability to offer candidates for the CEO position a voting seat on the WECC Board in order to enhance the attractiveness of the CEO position. Additionally, the amendment limits the role of the CEO on the Board by prohibiting the CEO (i) from being a member of a Board Committee and (ii) from casting a tie-creating or tie-breaking vote on any matter.


9.
Section 6.5.2.1 is being amended to require a threshold for member nomination of non-affiliated directors for the WECC Board of no fewer than ten members, at least three of whom must be from two different Member Classes, rather than the current threshold of the greater of three members of any Class or ten percent of the members of the Class.  Under the WECC Bylaws, the GNC is responsible for nominating a slate of non-affiliated director candidates. It is important for members to have the ability to add candidates to the GNC nomination slate where there is significant member dissatisfaction with the GNC nominations.  However, the ability of members to easily nominate candidates, and thereby create an adversarial election, can create difficulties for WECC in attracting quality Board candidates (who may not want to deal with the uncertainty of a contested election) and obtaining the fully independent judgment of sitting non-affiliated directors. The current member nomination threshold was adopted when WECC had less than half the membership it has today.  In practice, if a Member Class is small, the current threshold can require a competitive election if fewer than one percent of the members ask for it. WECC advises that every member who provided comments on this proposed amendment expressed agreement that the threshold should be increased.


10.
Section 6.12, “Delegation of Board Authority,” is being amended to remove limitations on the ability of the WECC Board to delegate contracting authority to the CEO (currently, the Bylaws prohibit the WECC Board from delegating authority to the CEO to enter into contracts for amounts exceeding $50,000).  This amendment leaves limitations on the CEO’s contracting authority to Board resolutions, which can be modified from time to time as appropriate.

11.
Section 7.2 is being amended to clarify that for most decisions of the WECC Board, when a Board member abstains, that vote is not counted as a negative vote; and that only “ayes” and “nays” are counted to determine the result.

12.
Current Section 8.4, “Committee Assessment and Streamlining,” is being repealed as no longer necessary.  This section requires the WECC Board to perform a thorough review of standing committee activities no later than three years after the organizing meeting of WECC to assess whether there are any aspects of the standing committees’ functions or procedures that impede development of WECC standards, obligations, processes, and decisions that are timely, fair, effective, and reasonable in view of the commercial, legal, regulatory, and economic needs and objectives of the affected members. This review occurred as required in 2004.  Section 8.4 also requires, no later than three years after the organizing meeting of WECC, the automatic dissolution of all member groups other than the standing committees.  In connection with the repeal of Section 8.4, the defined term “Organizing Meeting” in current Section 3.32 is being deleted.

13.
Section 8.5.5.3 (renumbered from 8.5.5.2) is being amended to give the WECC Board more control over voting and record-keeping procedures of Board Committees.  The GNC recommended that the Board be given sole authority to adopt voting procedures that could be amended as necessary to refine the process, without having to further amend the Bylaws.  In response, the word “Committees” in this section is being replaced with “The Board;” therefore, the section will read, in pertinent part: “The Board will adopt voting and record-keeping procedures to ensure that committee voting is conducted consistent with these Bylaws.”

14.
Section 9.6.2 is being amended to replace the term “Interested Stakeholders” with the term “Participating Stakeholders.”  This amendment should have been implemented in connection with earlier amendments in which “Interested Stakeholders” was changed to the defined term “Participating Stakeholders” throughout the WECC Bylaws; however, this amendment to Section 9.6.2 was missed at that time.


15.
Numerous sections of the WECC Bylaws have been amended to change references to “the WECC” to “WECC” (i.e., to delete the word “the”).  The sections amended in this manner are 2 (caption), 2.1.1, 2.1.2, 2.1.3, 2.1.4, 2.1.5, 2.1.6, 2.1.7, 2.1.8, 2.1.9, 2.1.10, 2.1.11, 2.2.1, 2.2.2, 2.3, 3.4, 3.15 (renumbered from 3.13), 3.23 (renumbered from 3.22), 3.27 (renumbered from 3.26), 4.1, 4.2, 4.2.7, 4.3, 4.6, 4.6.3, 4.6.9, 4.8, 4.9, 5.3, 6.1, 6.4.2, 6.4.4, 6.5.1.1, 6.5.2.2, 6.10.1, 6.11, 6.12, 7.3, 7.4.1, 8.1, 8.2.1, 8.2.2, 8.8, 9.1, 9.3, 9.6.2, 10.4, 11, 12.1.1, 12.1.2, 12.3, 14, 16, and 17, and various places in Appendix A and Appendix B to the Bylaws.  (Some of these sections also have other amendments that are discussed elsewhere in this memorandum.)


16.
Several sections of the WECC Bylaws have been amended to change references to “Web site” to “website.”  The sections amended in this manner are 5.6.3, 6.12.1, 7.4.1, 7.5.2, 7.5.3, 8.7.1 and 9.6.3.


17.
In addition to the above amendments, WECC seeks approval for an amendment to Section 3.24 (renumbered from 3.23), the defined term “Local Regional Entity” that was approved by the WECC Board in April 2006 and implemented in the Bylaws document, but was never explicitly presented to the NERC Board (or to the Commission) for approval.  The amendment is the deletion of a sentence from the definition of “Local Regional Entity” as shown below:

A regional transmission organization or some other formally or informally constituted regional organization or group within the Western Interconnection, including but not limited to a Control Area, a group of Control Areas acting in concert, or a group of Entities that own or operate Transmission Facilities acting in concert. At the time of the formation of the WECC, regions will define their boundaries and establish formal or informal coordination as necessary. These Local Regional Entity boundaries can be reevaluated or modified over time.


As described in item 3 above, this section is also being amended to replace “Control Area” and “Control Areas” with “Balancing Authority” and “Balancing Authorities.”


Amendment to Exhibit C (WECC RSDP)


1.
In Exhibit C, the text for the following “Common Attributes” of an acceptable regional reliability standard development procedure is being revised to be consistent with the proposed amended WECC RSDP: nos. 5, 6, and 9 through 20.  

2.
In general, the amendments to the NERC RSDP (name of the document changed from “Process for Developing and Approving WECC Standards” to “Reliability Standards Development Procedures”) remove responsibility for development of WECC Regional Reliability Standards and Regional Criteria from the WECC standing committees and place responsibility with the WECC Standards Committee (WSC) and Drafting Teams.  The amendments also add a procedure for proposing, developing and adopting interpretations of Regional Reliability Standards and Regional Criteria, and special procedures for addressing regulatory directives with respect to a proposed Regional Reliability Standard.

(
The “Terms” section of the WECC RSDP adds defined terms used in the revised process, such as Ballot Body, Ballot Pool, Draft Standard, Standard Authorization Request (SAR), WECC Standards Committee (WSC), and WECC Standards Voting Sectors; and deletes defined terms that are no longer needed.  The defined term WECC Standards Voting Sectors lists the eight sectors (five registered sectors and three non-registered sectors) for purposes of voting on Standards, consistent with new Section 8.5.5.2 of the WECC Bylaws.


(
The “Normal Process for Standards” section sets forth the eleven steps in the process for development and adoption of WECC Standards:

Step 1 – Request to Revise or Develop a Standard (i.e., submission of a SAR)

Step 2 – Standard Authorization Request Validation and Submission to the WSC.  In this step, the WSC determines if the SAR is within the scope of WECC’s authority and is appropriate; if so, the WSC selects and oversees a Drafting Team formed to draft a Draft Standard.



Step 3 – Drafting Team Begins Drafting Phase and Submits Draft Standard to WSC.  Upon reaching a determination, by majority vote, on the language for a Draft Standard, the Drafting Team submits the Draft Standard to the WSC, along with an impact assessment report, any additional technical studies performed, and any other materials that significantly contributed to the Drafting Team’s evaluation and drafting of the Draft Standard.


Step 4 – Draft Standard Posted for Comment.  The WSC determines whether to (i) post the Draft Standard for a 45-day comment period, (ii) further modify the Draft Standard, (iii) return the Draft Standard to the Drafting Team for further work, as directed, or (iv) terminate the Standard development activity.  A majority vote of the authorized membership of the WSC is required to terminate a Draft Standard at this stage.


Step 5 – WSC Deliberates on Comments received during the comment period.


Step 6 – WSC Submits Draft Standard for Ballot Body Vote and Ballot Pools Are Established.  The WSC will post the final Draft Standard at least 30 days before the voting window.  After the Draft Standard is posted, the WECC Standing Committees shall participate in at least one Joint Session addressing the Draft Standard; and individual Standing Committees may conduct additional discussions or webinars.


Step 7 – Ballot Pool Vote on Recommendation to Board.  The voting window will be 15 days, but may be extended by the WSC until a quorum is achieved.  Each WECC member or Participating Stakeholder may cast one vote in each eligible voting sector.  Voters rejecting the Draft Standard will be required to provide an explanation of their vote.  A two-thirds quorum of the Ballot Pool based on the total number of Ballot Pool members (counting abstentions and incomplete responses) is required.  A weighted majority vote of the Ballot Pool is required for a Draft Standard to be approved.  Step 7 sets forth the procedure for calculating the weighted Sector vote.  If the Ballot Pool approves the Draft Standard, the WSC shall submit it to the WECC Board.  If the Ballot Pool rejects the Draft Standard, the WSC may, by majority vote of its membership, decide to amend or modify the Draft Standard or to remand it to the Drafting Team to amend or modify it, followed thereafter by a reballot; or, the WSC may allow the Draft Standard to terminate.



Step 8 – Appeals Process.  The WSC may be asked to reconsider its decisions.  The rejection of a request for reconsideration by the WSC may be appealed to the WECC Board.  A Draft Standard recommended by the WSC may be appealed on either technical or due process grounds.



Step 9 – Board Approval.  A majority vote of the WECC Board, in accordance with Sections 7.2 and 7.4.1 of the WECC Bylaws, is required to approve a recommended Standard.  If the Draft Standard is not approved, the WECC Board may return it to the WSC for further work, or may terminate the Standard development activity.


Step 10 – ERO Review, FERC [or applicable Canadian or Mexican authority] Approval and Implementation of Reliability Standards.  



Step 11 – Implementation of Standards Not Subject to ERO/FERC/Other Approval.  All new and modified WECC Standards not subject to ERO review and FERC, Canadian or Mexican approval (Step 10) shall become effective as ordered by the WECC Board.

(
The Interpretation of Regional Standards and Regional Criteria section is a new section that establishes procedures for requesting, developing (through an Interpretation Drafting Team), balloting, adopting (by the WECC Board), and submitting to NERC and to FERC (and/or applicable Canadian or Mexican authorities) for approval, an interpretation of a Regional Reliability Standard or Regional Criteria.

(
The Special Procedures for Addressing Regulatory Directives section is a new section that establishes procedures for further actions if the WECC Board determines that the WECC Standards Process did not result in a proposed Draft Standard that addresses a directive issued by FERC or by an applicable Canadian or Mexican regulatory authority.  The actions available to the WECC Board include remanding to the WSC a Standard that the Ballot Pool has approved; and remanding to the WSC a Standard that the Ballot Pool failed to approve, for additional consideration and reballoting.  If the Draft Standard is not approved through a reballot, the WECC Board has the authority to (i) submit the Draft Standard to the regulatory authority with a request that it be made effective or a recommendation that it not be made effective; or (ii) direct the WSC to prepare a Draft Standard that addresses the regulatory directive, which the WECC Board may then submit to the regulatory authority with a request that it be made effective or a recommendation that it not be made effective. 
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