
 

 

Agenda 
Finance and Audit Committee OPEN 
Session  
May 8, 2012 | 9:30-10:30 a.m. Eastern 
 
Westin Arlington Gateway 
801 North Glebe Road  
Arlington, VA 22203 
703-717-6200  
 
Introductions and Chair’s Remarks 
 
NERC Antitrust Compliance Guidelines  
 
Agenda  

1. Minutes*— Approve 

a. May 3, 2012 

b. February 3, 2012 

2. Second Quarter Calendar of FAC Responsibilities* 

a. 2011 Audited Financial Statements: Review Audit Findings and Recommendations — Review 
and Recommend to Board of Trustees 

b. Performance of External Auditor — Review 

c. First Quarter Statement of Activities — Review and Accept 

d. Review Financial Aspects of Form 990 (No Committee approval required) — Review 

e. Working Capital Policy and Contingency Reserve Guidelines* — Review Management 
Recommendations 

f. Finance and Audit Committee Mandate — Review 

g. Status on Risk Management and Internal Control Subcommittee — Review 

3. Status of NERC 2013 Business Plan and Budget and Process for Reviewing Regional Entities’ 
Business Plans and Budgets — Review 

4. Future Meetings 

a. May 18, 2012 — Conference Call — 1:00 p.m. Eastern 

b. July 19, 2012 — Conference Call — 10:30 a.m. Eastern 

c. August 15, 2012 — Quebec City, Canada 

d. October 31, 2012 — Conference Call — 11:00 a.m. Eastern 

*Background materials included. 



 

Antitrust Compliance Guidelines 
 
 
 
I. 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. 
 
II. 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): 

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

• Discussions of a participant’s marketing strategies. 

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

• Discussions concerning the exclusion of competitors from markets. 

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

 
III. 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: 

• 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. 

• 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. 

• 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. 
 



 

 

Draft Minutes  
Finance and Audit Committee 
 
February 3, 2012 | 11:00 a.m. Eastern  
Conference Call 
 
Chair Fred Gorbet convened a duly-noticed meeting of the Finance and Audit Committee (FAC) of the 
North American Electric Reliability Corporation on February 3, 2012.  
 
Trustees participating in addition to Chair Gorbet included committee members Tom Berry, David 
Goulding, Roy Thilly and Board Chair John Q. Anderson.  NERC President and CEO Gerry Cauley was also 
present.  NERC staff participants included Michael Walker, David Cook, Susan Turpen, and Holly Mann. 
 
Antitrust Compliance Guidelines 
Chair Gorbet directed the participants’ attention to the NERC Antitrust Compliance Guidelines. 
 
Self-Assessment Results 
Chair Gorbet introduced a representative of TalentQuest who reviewed the self-assessment survey 
results. A discussion then took place noting there were no “1” ratings on the survey results, the need to 
provide further guidance in the future when Not Applicable (N/A) may apply and that a “3” rating was 
not generally an indication of a need for performance improvement. Chair Anderson then asked 
whether the survey results for this committee were generally in line with the overall survey results. The 
TalentQuest representative indicated the FAC had more question than the other survey but the results 
were generally in line with the other committee ratings. 
 

Minutes 
On motion of Chair Gorbet the draft minutes of October 27, 2011 were unanimously approved. 
 
Fourth Quarter (unaudited) Statement of Activities and Year-end Results  
Michael Walker, chief financial and administrative officer provided highlights regarding year-end NERC 
and ERO performance. He also indicated that management would be continuing to make efforts to 
improve the quality of variance reporting and forecasting at both the NERC and Regional Entity levels. 
Susan Turpen, controller, provided a brief overview of the fourth quarter statement of activities for 
NERC and the Regional Entities, including a summary of significant variances for NERC and the Regional 
Entities, as well as reviewed year-end results, as set forth in the detailed reports attached to the agenda 
materials. There was a general discussion regarding the pattern of budget underruns at the Regions and 
the ability of the Regions to generally achieve their annual goals and objectives despite these 
underruns. Chair Gorbet made special note of the efforts by NERC staff to address existing leasehold 
liabilities in connection with the implementation of NERC’s relocation strategy. Upon conclusion of Ms. 
Turpen’s presentation and the committee discussions, the committee voted unanimously to accept the 
fourth quarter statement of activities for NERC and the Regional Entities. 
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Finance and Audit Committee 
Draft Minutes – February 3, 2012 

Strategic Plan 
President and CEO Gerry Cauley reviewed the update to the company’s strategic goals, including the 
joint planning sessions with the Regional Entities, the key areas of focus, the relationship to the goals 
and objectives contained in the 2012 Business Plan and Budget and the fact that these goals would be 
subject to further review and discussion at the upcoming Corporate Governance and Human Resources 
Committee (CGHRC) and Board of Trustees meetings. Mr. Cauley also indicated that an effort was made 
to streamline the number of objectives and concentrate on the three core areas of (1) standards and 
compliance, (2) reliability risk and (3) coordination and collaboration. Chair Gorbet and Chair Anderson 
acknowledged the progress and usefulness of the annual goal and objective setting process. A 
discussion then took place with respect to the specific details of the goals, objectives and measures and 
the relationship to the business planning and budgeting process. 
 
Business Plan and Budget Schedule 
Mr. Walker reviewed the proposed schedule for preparation of the 2013 Business Plan and Budget. He 
noted the scheduling of a meeting with the trades associations for input prior to posting of the first 
draft of the business plan and budget, as well as the two committee meetings that will take place to 
review the Regional Entity Business Plans and Budgets. Chair Gorbet noted the tight timeframe between 
the Board approval of the NERC and Regional Entity Business Plans and Budgets and the filing for FERC 
approval thereof. Mr. Walker indicated this was one of the reasons two committee meetings were 
scheduled to review and provide feedback on the Regional Entity Business Plans and Budgets and that 
he was comfortable that with the current schedule there was sufficient time to respond to and address 
any Board or committee recommendations regarding the NERC and Regional Entity Business Plans and 
Budgets prior to the FERC filing deadline.  
 

Review of Auditor Qualifications 
Chair Gorbet noted that management prepared a questionnaire regarding external auditor 
qualifications and that this would be completed by the committee and management in connection with 
the 2011 financial statement audit. He also noted that the questionnaire would be provided to the 
external auditors for their review and comment.  Committee member Goulding requested the auditors 
be asked to identify any unique qualifications which they felt distinguished them from other audit firms. 
 

Working Capital Policy 
Mr. Walker summarized the background materials and management’s recommendation regarding the 
development of a working capital policy. He noted that the company typically uses working capital to 
fund contingencies and that it was not historically needed for cash flow purposes. A discussion then 
ensured among committee members regarding a review of the historic basis underlying the company’s 
annual working capital requirement set forth in its budget, the approaches by the Regional Entities and 
the benefits of having some a formal working capital policy, including additional review procedures 
regarding the use of working capital to fund contingency reserves. Chair Gorbet requested that 
management develop a recommended policy and guidelines governing the desired amount and use of 
working capital for review by the committee at its May 2012 meeting.  Management was also requested 



 

Finance and Audit Committee 
Draft Minutes – February 3, 2012 

to provide the committee with additional information regarding policies and practices governing the 
use of working capital by the Regional Entities. 
 

Investment Policy Governing Investment of Funds Held by the Corporation 
As a follow up to the last committee meeting, Mr. Walker provided an update regarding his discussions 
with representatives of PNC Bank regarding alternative investment options. He reported that the yield 
would still be well under one percent if the policy were expanded to allow investments in money 
market vehicles with slightly lower credit ratings than currently permitted under the company’s policies 
and that the additional earnings potential did not justify exploring changes to the company’s 
investment policy at this time. He also indicated that the company would be working with PNC Bank to 
see if improvements could be made regarding the management of cash balances between the 
company’s sweep and investment accounts. 
 

Risk Management Framework 
Chair Gorbet provided an overview of an informal planning meeting of the Risk Management and 
Internal Controls Subcommittee on January 30.  The subcommittee met with members of the 
Compliance and Certification Executive Committee to develop a proposed subcommittee mandate and 
discuss the scope of a work plan and meeting schedule for 2012. The chair of the Regional Entity 
Management Group participated by phone. Mr. Gorbet reported that considerable progress was made 
on developing a draft mandate and indicated the mandate would be posted for comment, finalized by 
the subcommittee in April and presented to the CGHRC for review and recommendation to the Board of 
Trustees at the May meetings. Management also provided a status report regarding efforts to bring on 
board a manager to help develop and implement the risk management and internal controls program. 
 
Chair Gorbet then opened to the floor for any comments and/or questions from industry attendees.  
Ms. Jennifer Budd Mattiello from NPCC complimented the NERC management team for its efforts and 
accomplishments during the year. She also commented that the committee should take note of the fact 
that the Regional staffs are working extra hours to compensate for the reduced resources which were 
the primary driver behind the budget underruns and that this extra effort was not sustainable on a long- 
term basis.  
 
There being no further business, the meeting adjourned at approximately 1:15 p.m. 
 
Submitted by,  

 
Michael Walker 
Senior Vice President and Chief Financial and Administrative Officer 
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Agenda Item 2b 
 Finance and Audit Committee 

  May 8, 2012 
 
 

Performance of External Auditor 
 

Action 
Review 
 
Background 
The committee mandate requires that the committee review the performance of the external 
auditor on an annual basis. The committee requested and management has prepared a survey 
to facilitate this review. A copy of the proposed form of survey is attached, together with 
supporting background materials provided by the company’s external auditor, WeiserMazars 
LLP.  The survey form was prepared in consultation with, and reflects the input of, Chair Gorbet 
and has also been reviewed by Jim Sausmer from WeiserMazars LLP.  Each of the committee 
members, as well as the president and chief executive officer, chief financial and administrative 
officer and controller are requested to complete this survey.   
 
Management will be working with TalentQuest to have the survey put online, as well as compile 
and summarize the survey results.  Any revisions to the form which the committee 
recommends can be incorporated for use in the final survey form which will be produced and 
administered by TalentQuest. The survey should be completed after the May 8 committee 
meeting and the final survey form is provided by TalentQuest.   
 
The results will be compiled and a report prepared for review and discussion at a future 
committee meeting.  
 



 

External Auditor Questionnaire 

Assessment Categories 
Assessment 
(See Note 1) 

Experience and Reputation of the Firm 1 2 3  

1.  The firm is well respected in the accounting industry.*     

2.  The firm is not subject to any material litigation or disciplinary 
proceedings.* 

    

3.  The firm is familiar with the accounting principles and policies 
affecting the Company.* 

    

4.  The firm has the resources required to effectively to perform 
the necessary audit services for the Company* 

    

Comments 

 Audit Team 1 2 3  

6.  The audit team has the expertise, including industry knowledge, 
to audit the Company effectively.* 

    

7.  The firm has adequate quality control processes in place.*     

8. The scope of the engagement partner’s involvement in the audit 
is sufficient. 

    

9. Sufficient resources are allocated to the audit.     

10. The external audit firm has adequate key member succession 
plans in place.* 

    

11. The audit team uses appropriate specialists in relevant areas.     

12. The audit team’s review of internal controls and findings is 
appropriate. 

    

13. Recommendations are substantive and practical.     

14. The audit team is knowledgeable about evolving relevant 
accounting and auditing issues.* 

    

15. The audit team is proactive in identifying relevant accounting 
and auditing trends affecting the Company. 
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Comments 

Execution  of Audit 1 2 3  

17. The audit scope is adequate to address all of the financial 
reporting risks facing The Company. 

    

18. The auditor reviews and discusses the audit scope and plan 
with the audit committee. 

    

19. The respective responsibilities of the auditor and management 
in executing the audit are clear and understood. 

    

20. The audit is completed efficiently and on time.     

21. The audit fees are reasonable given in relation to the scope.     

Comments 

Communication with Audit Committee 1 2 3  

23. The auditor meets regularly with the audit committee, with 
management present and in camera. 

    

24. The audit team seeks feedback on the quality of the services 
they provide. 

    

25. Any adjusted audit differences and weaknesses in internal 
controls are communicated in an appropriate and timely manner. 

    

26. The auditor advises the committee about significant issues and 
new accounting developments on a timely basis. 

    

Comments 

Audit Committee Confidence and Relationship 1 2 3  

28. The auditors have an effective relationship with management 
and the committee. 

    

29. The auditors present appropriate documentation in a clear and 
understandable manner. 

    



30. The auditors are responsive to requests.     

31. The auditors have credibility.     

Comments: 

 

Note 1:   An assessment of 3 is “satisfactory” (meaning fully meeting the expected and required standard of 
performance); 2 is “acceptable” (meaning generally meeting the expected and required standard of 
performance); 1 suggests improvement is needed. 

 For items marked “*”, management will obtain relevant input from the auditor and circulate it to in advance 
of the questionnaire being completed.  The comment boxes may be used to elaborate on numeric responses.   
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Certified Public Accountants 
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WeiserMazars LLP

Providing Our Clients with aProviding Our Clients with a 
Strategic Advantage



WeiserMazars LLP 
A Full Service Firm with National Focus an

A History of Excellence
Since 1921, WeiserMazars LLP has provided a unique combination of foresight an
services Whether on the local level or internationally the firm guides clients througservices. Whether on the local level or internationally, the firm guides clients throug
financial structure in place to meet their business goals. Our reputation for integrity
added guidance at every stage of the business lifecycle. Defining features of our fir

• Over 100 partners and more than 700 professionals in six U.S. offices
• Named as one of the Fastest Growing Firms and 25 Largest Accounting FirmNamed as one of the Fastest Growing Firms and 25 Largest Accounting Firm
• An integrated, customized approach – Our full service platform integrates ac

critical issues our clients face
• Focused industry training – our team members at all levels receive specializ

environment

International Capability
We are the independent U.S. member firm of the Mazars Group, one of the world’s
organizations with:

• Access to over 14,000 professionals in more than sixty countries on six cont
• International reach uncommon in firms with such an intense focus on coordin
• Expertise on global issues, cultures and techniques
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nd International Reach

nd experience when fulfilling client needs in accounting, tax and advisory 
gh their day to day operations and works with them to ensure they have the rightgh their day-to-day operations and works with them to ensure they have the right 
y and quality has been earned by providing our clients with proactive, value-
rm include: 

ms in the country by INSIDE Public Accounting (September 2011)ms in the country by INSIDE Public Accounting (September 2011)
ccounting, auditing, tax and advisory services seamlessly to best address the 

ed industry training so that they are familiar with a client’s total business 

s most prominent international accounting, audit, tax and advisory services 

tinents
nated, client-centric service



What Makes WeiserMazars Exceptional

Why WeiserMazars
WeiserMazars is serious about building a long-term, mutually beneficial relationshi

i tiassociation. 

Quick, Accurate Technical Issue Resolution
WeiserMazars’ dedicated Technique & Innovation Team (“T&I”) defines and promo
quality assurance services complying with professional standards. T&I monitors co
effectiveness of client service deliverables Constant review of all existing and poeffectiveness of client service deliverables.   Constant review of all existing and po
standards, manage risk, obtain satisfactory inspection results and improve the tech
the WeiserMazars team, we are able to resolve complex technical challenges quic
entrepreneurial and client-focused.

Exceptional Service
• Our integrated service platform brings together our national and internationa
• We offer consistency and quality – full service solutions with a high degree o
• Multiple partners assigned to each client account ensures top-notch service 
• Continuity in team composition means that WeiserMazars professionals grow

needs and cycles 
• We are well-versed in current industry trends and constantly monitor the cha

Effective Communication
• Frequent contact keeps the focus on your needs
• Open, interactive and direct communication with management encourages re
• Our comprehensive, periodic reports and meetings mean that you are never
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ip with our clients. We strive to exceed expectations at every step of our 

otes policies and procedures which ensure that the firm delivers the highest 
ompliance with a view toward continuous improvement in the efficiency and 
tential new processes enhances the firm’s ability to comply with professionaltential new processes enhances the firm s ability to comply with professional 
hnical competency of our professionals.  Because of T&I’s proximity to the rest of 
ckly and accurately, presenting a quality alternative to larger firms by remaining 

al professional experts in audit, tax and SEC services 
of personal attention
and that a high-level contact is always available
w with you throughout the engagement as experts in your business’ specific 

anging landscape to identify new trends

esponsiveness to opportunities and crises
r surprised by financial developments



A Focused Approach to Auditing and Accou

WeiserMazars conducts timely and efficient audits. We develop a tailored pr
us to focus on those areas of greatest risk in the audit process. Our increase
organization, leads to higher quality audits and contributes to better busines
we have made them more value-oriented and useful for the client.  

We consistently apply the concept of materiality, which reduces time spent i
significant analytical procedures during all phases of the audit and continuou
policies, procedures and systems in place, we are able to leverage off such 
procedures.

Engagement Efficiency

The professional expertise and passion for client service of our highly-skilled
planning techniques we are able to specifically identify required schedules a
of our clients’ time and resources introducing minimal disruption into their dof our clients  time and resources, introducing minimal disruption into their d

Our efficiency program incorporates the following practices:
• Controlled costs
• Streamlined processes
• Greater focus on and early detection of accounting and auditing issues• Greater focus on and early detection of accounting and auditing issues
• Effective results
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unting

rogram for each client that enhances financial reporting efficiency, allowing 
ed emphasis on risk, as well as the understanding we gain of the client 
ss practices. By encouraging  innovation and critical thinking in our audits 

n less significant audit areas, so that we can devote more effort to 
usly assess audit risks and materiality levels. If the company has sound 
systems, enabling us to implement streamlined audit testing and 

d staff reduces the learning curve for new engagements. Through advanced 
and analyses, prioritize requests and stagger due dates to make better use 
aily operationsaily operations. 

ss



Not-for-Profit 

The WeiserMazars Not-for-Profit Group is a dedicated team of professiona
auditing and business issues that affect tax exempt organizations. The org
million dollar complex organizations serving thousands of individuals, many

We understand that tax exempt organizations struggle to fulfill their missionWe understand that tax exempt organizations struggle to fulfill their mission
experience in a cost-efficient manner, ensuring continuous partner involvem

Our professionals have specific industry experience and are available to th

• Evaluating financial practices and internal control procedures• Evaluating financial practices and internal control procedures
• Identifying inefficiencies and offering strategies that help organization
• Identifying potential cost-cutting measures
• Providing guidance for maximizing revenue
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als with years of hands-on experience in addressing the unique accounting, 
anizations we assist range from small, neighborhood not-for-profits to multi-
y of which receive Federal and State funds. 

ns in the face of limited resources and a lack of funding We provide deepns in the face of limited resources and a lack of funding. We provide deep 
ment  and an attention to detail that promotes better business practices. 

heir technical expertise in areas including: 

ns operate with increased efficiency
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THE 2011 TOP 100 FIRMS
RANK REVENUE PERSONNEL FEE SPLIT

Year $ % Off- Part- % Profes- % Total % (in percent)
11 10 Firm Headquarters Chief executive end mn. chg. ices ners chg. sionals chg. emps. chg. A&A Tax MAS Other

1 1 Deloitte § New York City Barry Salzberg Dec $10,938.00 2.01 100 2,883 -2.86 33,688 9.96 45,730 7.94 34 21 41 4

2 2 PwC § 1 New York City Robert Moritz June $8,034.00 -2.27 73 2,204 2.04 21,661 -2.17 29,546 -3.38 51 30 19 0

3 3 Ernst & Young § New York City James Turley June $7,100.00 -6.82 77 2,300 -8.00 17,500 NC 24,600 -3.91 42 32 20 6

4 4 KPMG § 2 New York City John Veihmeyer Sept $4,889.00 -3.68 87 1,759 -4.76 14,762 -6.59 21,285 -7.30 46 26 28 0

5 5 RSM / McGladrey & Pullen 3 Bloomington, Minn. C.Andrews/D.Scudder April $1,378.87 -5.60 88 742 -1.20 4,895 -8.18 7,130 -8.06 43 35 21 1

6 6 Grant Thornton Chicago Stephen Chipman Dec $1,085.70 -5.41 50 514 -3.93 3,580 -3.24 5,249 -3.05 47 28 25 0

7 7 BDO USA Chicago Jack Weisbaum June $585.00 -5.65 39 263 -3.66 1,682 -9.03 2,497 -7.93 62 26 12 0

8 8 CBIZ / Mayer Hoffman McCann † 4 Cleveland D. Sibits/B. Hancock Dec $575.30 -4.00 150 418 -10.11 1,714 -17.79 4,241 -7.40 23 27 50 0

9 9 Crowe Horwath Oak Brook Terrace, Ill. Charles Allen March $481.00 -5.31 26 249 3.75 1,559 -4.71 2,315 -4.65 66 23 11 0

10 10 BKD Springfield, Mo. Neal Spencer May $391.00 -0.51 29 246 -4.65 1,209 -3.74 1,814 -4.07 51 31 18 0

11 11 Moss Adams Seattle Rick Anderson Dec $316.00 -2.17 18 238 -0.83 1,068 -5.49 1,687 -4.26 49 33 18 0

12 12 Plante & Moran Southfield, Mich. Gordon Krater June $298.32 -0.96 16 222 0.45 979 -11.64 1,531 -9.19 49 32 19 0

13 NR EisnerAmper New York City Charles Weinstein Jan $251.10 NA 8 169 NA 900 NA 1,069 NA 53 32 15 0

14 17 Marcum Melville, N.Y. Jeffrey Weiner Dec $250.80 7.29 18 144 0.70 567 -0.35 916 -2.55 40 30 25 5

15 14 Clifton Gunderson Milwaukee Krista McMasters May $243.00 -3.19 41 226 14.14 1,427 3.33 1,844 6.16 49 24 27 0

16 13 Baker Tilly Virchow Krause Chicago Timothy Christen May $238.00 -8.46 11 107 -0.93 1,119 -2.53 1,346 -1.75 40 34 23 3

17 15 J.H. Cohn* Roseland, N.J. Thomas Marino Jan $230.00 -2.13 11 150 -1.96 610 -3.94 1,008 -2.80 50 32 1 17

18 18 LarsonAllen Minneapolis Gordy Viere Oct $227.00 4.13 19 121 -3.20 977 2.63 1,351 1.43 46 33 19 2

19 16 UHY Advisors 5 Chicago R. Stein/A. Frabotta Dec $204.60 -12.71 15 107 -13.71 589 -22.80 939 -19.26 34 40 21 5

20 19 Dixon Hughes High Point, N.C. Ken Hughes Dec $193.00 -3.50 22 134 NC 723 -4.62 1,080 -2.61 41 34 25 0

21 20 Reznick Group Bethesda, Md. Kenneth Baggett Sept $191.53 1.02 10 97 -6.73 653 -19.68 961 -16.94 57 28 14 1

22 22 Rothstein, Kass & Co. Roseland, N.J. S. Kass/H. Altman Dec $163.50 -3.54 8 69 1.47 594 -11.74 762 -9.29 67 31 1 1

23 21 ParenteBeard Philadelphia Robert Ciaruffoli Dec $163.00 -4.90 24 147 -11.45 686 -6.92 1,031 -7.86 57 25 18 0

24 23 Eide Bailly Fargo, N.D. Jerry Topp April $151.80 6.68 19 94 NC 982 12.36 1,327 7.45 44 36 10 10

25 24 WeiserMazars 6 New York City Douglas Phillips Dec $120.00 -3.54 5 84 -12.50 375 -5.78 581 -4.60 55 35 10 0

Key and notes: Last year’s rankings have been revised based on 2009 revenue provided by firms. Some firms’ rankings will therefore differ from those reported last year. 
* Firm estimate or projection † Accounting Today estimate § Gross revenue NC No change NA Not available/applicable NR Not ranked
1 Renamed from PricewaterhouseCoopers. Partner and staff figures and related metrics have been restated for current and previous years to exclude global partners/staff residing in the U.S.
2 Office total represents business offices, not every physical location 3 RSM McGladrey and McGladrey & Pullen operate under the brand McGladrey in an alternative practice structure. 
4 CBIZ and Mayer Hoffman McCann are associated through an alternative practice structure. Revenues are an AT estimate; all other figures are firm-supplied, and do not reflect year-end merger with Kirk-
land, Russ, Murphy & Tapp. Office figures are for CBIZ alone; MHM has 36 offices nationwide. 5 UHY Advisors and UHY LLP are affiliated through an alternative practice structure.
6 Changed name from Weiser on joining international firm Mazars



 

 

WeiserMazars LLP is an independent member firm of Mazars Group.   www.weisermazars.com  
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   WeiserMazars LLP 

   399 Thornall Street 
   Edison, NJ 08837 
   732.475.2112 
   James.Sausmer@WeiserMazars.com 
 
 

As a Partner in the New Jersey office, Jim provides hands-on consulting, auditing, accounting, 
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SUMMARY OF FIRST QUARTER, 2012 RESULTS – TOTAL ERO 
ENTERPRISE (NERC and REGIONAL ENTITIES COMBINED) 

 
 
The Total ERO Enterprise ended the first quarter of 2012 under budget $5.2M (11.6%) for combined 
expense and fixed asset spending.1  The under budget variances comparing YTD Actual results to the 
YTD Budget ranged from a low of 3.1% to a high of 23.8%.  
 
NERC and all of the Regions, except ReliabilityFirst, were under budget in personnel related expenses as 
a result of the timing and continued challenges in filling open budgeted positions.  As reflected in the 
following tables and as further explained below, NERC and the Regional Entities were also under 
budget in nearly all other expense and fixed asset categories for a variety of reasons, including: (1) 
timing as a result of spreading annual budgets evenly throughout the year, (2) lower negotiated rates 
for benefits and rent than were known at the time of budget preparation, and (3) lower costs tied to 
delays in hiring.      
 
 

 
 
 
The Change in Working Capital for the Total ERO Enterprise was $35.7M versus a budget of $30.3M for 
a variance of $5.3M, or 17.6%.  The increase in working capital over budget was due to being $5.2M 
under budget for expenses and fixed assets and being $178k over budget in Total Funding as further 
explained below.   
 

                                                 
1 Excludes grant funding in WECC.  WECC’s variance report was prepared with and without federal grants.  The results 
included in this report exclude the funding, expenses and fixed asset spending related to federal grants for comparability to 
NERC and the other Regions. 

 2012            

YTD Actual 

 2012           

YTD Budget 

 Variance 

Over(Under) 

 Variance to 

Budget  Entity

2012           

Projection 

2012           

Budget 

 2012 Variance 

Over(Under) 

Projected 

Variance to 

Budget 

12,679,300           14,095,436       (1,416,135)          ‐10.0% NERC 51,030,291        53,112,273        (2,081,982)               ‐3.9%

1,494,866             1,598,610          (103,744)              ‐6.5% FRCC 6,058,987          6,394,454           (335,467)                  ‐5.2%

1,739,381             2,192,188          (452,807)              ‐20.7% MRO 9,475,504          9,057,230           418,274                    4.6%

2,732,766             3,365,030          (632,265)              ‐18.8% NPCC 13,338,780        13,680,642        (341,862)                  ‐2.5%

3,991,125             4,120,500          (129,375)              ‐3.1% RFirst 16,368,016      16,656,499      (288,483)                  ‐1.7%

2,954,791             3,876,959          (922,168)              ‐23.8% SERC 15,267,405        15,594,445        (327,040)                  ‐2.1%

2,269,886             2,542,487          (272,601)              ‐10.7% SPP 10,404,125        11,410,642        (1,006,517)               ‐8.8%

2,067,228             2,547,854          (480,626)              ‐18.9% TRE 10,613,458        10,613,458        ‐                             0.0%

9,359,740             10,101,612       (741,872)              ‐7.3% WECC 40,875,435        40,537,866        337,569                    0.8%

39,289,083           44,440,676       (5,151,593)          ‐11.6% 173,432,001      177,057,509      (3,625,508)               ‐2.0%

Total Budget (Total Expenses plus the Increase (Decrease) in Fixed Assets)

mcclellant
Text Box
Agenda Item 2c
Finance and Audit Committee
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The working capital balance for the Total ERO at March 31, 2012 was $70.3M, which is $13.4M higher 
than the budgeted working capital balance of approximately $57M.  A significant reason for the high 
working capital balance YTD is related to the annual billing of assessments in the WECC Region, 
compared to quarterly billing in the other Regions. In addition WECC has budgetd a working capital 
balance of $10.6M   Based on current year end projections, the working capital balance for the Total 
ERO Enterprise is expected to be $32.8M, which is approximately $11.9M higher than budgeted.    
 
 

 
 
 

 
 

 2012 

YTD Actual 

 2012 

YTD Budget 

 2012 Variance 

Over(Under)  Entity

2012           

Projection

2012          

Budget

2012 Variance 

Over(Under)

798,849                (804,867)             1,603,717            NERC 2,017,265        (3)                       2,017,267            

578,275                451,959              126,316                FRCC (667,207)          (993,474)          326,267               

452,501                (306)                     452,807                MRO (707,975)          (289,701)          (418,274)              

1,041,860             404,862              636,998                NPCC 23,521              (323,075)          346,596               

165,515                70,168                95,347                  RFirst (2,000,672)     (2,270,127)      269,455              

1,382,623             352,423              1,030,200            SERC 402,040            ‐                    402,040               

243,256                (29,345)               272,601                SPP (351,558)          (1,358,075)       1,006,517            

886,199                418,568              467,631                FRCC (466,262)          (466,262)          ‐                        

30,102,395           29,457,991        644,404                WECC (344,299)          ‐                    (344,299)              

35,651,473           30,321,453        5,330,021            (2,095,147)       (5,700,717)       3,605,569            

Change in Working Capital Based on 2012 Results

 2012 

YTD Actual 

 2012 

YTD Budget 

 2012 Variance 

Over(Under)  Entity

2012           

Projection

2012          

Budget

2012 Variance 

Over(Under)

4,756,596             993,711              3,762,886            NERC 5,975,012        1,798,578        4,176,434            

2,033,882             1,765,156           268,726                FRCC 788,400            319,723           468,677               

2,475,634             1,406,038           1,069,596            MRO 1,315,158        1,116,643        198,515               

4,886,615             3,464,066           1,422,549            NPCC 3,868,276        2,736,129        1,132,147            

3,730,078             3,340,296           389,782                RFirst 1,563,891      1,000,001       563,890              

3,350,248             1,982,442           1,367,806            SERC 2,369,665        1,630,019        739,646               

2,881,698             1,328,730           1,552,968            SPP 2,286,884        ‐                    2,286,884            

4,429,449             2,612,453           1,816,996            FRCC 3,076,988        1,727,623        1,349,365            

40,720,374           39,208,958        1,511,416            WECC 10,273,680      9,750,967        522,713               

69,264,574           56,101,850        13,162,725          31,517,954      20,079,683      11,438,271         

Total Working Capital Balance
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Variances by Funding, Expense and Fixed Asset Categories 
 

Total Funding 
Total Funding for the Total ERO Enterprise was slightly over budget by $178.4k.  NERC, FRCC, NPCC, and 
SERC were over budget and ReliabilityFirst, Texas RE and WECC were under budget.  Total Funding for 
MRO and SPP was equal to budget.  NERC was over budget due to (1) an increase in the number of 
system operator tests taken, (2) an increase in fees to review continuing education courses, and (3) 
higher workshop fees.  FRCC reported higher workshop fees than budgeted. NPCC was over budget due 
to interest income that was not budgeted.  SERC was over budget due to (1) higher than budgeted 
workshop fees resulting from the budget being spread evenly throughout the year though workshops 
are primarily held in the first two quarters, and (2) due to higher miscellaneous funding which 
represents the amount billed by SERC to act as the compliance enforcement authority in the FRCC and 
SPP Regions.  Some audits performed in the FRCC Region in the first quarter were not budgeted, which 
also resulted in an over budget variance in Consulting and Contracts costs in FRCC as noted below 
under Operating Expenses.  ReliabilityFirst was under budget due to a loss in value in long term 
investments.  Texas RE allocates the budget for Membership Dues and Workshop Fees evenly 
throughout the year, though membership renewals occur in the fall and planned workshops are held in 
May and October.  WECC was under budget due to lower attendance at workshops than budgeted and 
due to recognition of unrealized losses in WECC’s investments accounts. 

 
 
 
Personnel Expenses and FTEs 
The Total ERO Enterprise was $3.0M, (10%), under budget for Personnel Expenses through March 31, 
2012, with total staffing at 93% of the budgeted level.   NERC and all Regions except ReliabilityFirst 
were under budget due to delays in hiring, unanticipated vacancies, and lower than budgeted benefits 
and retirement costs.  NERC made significant changes to its retirement plans which impacted both YTD 
and projected year‐end results, and to benefit plans which took effect on April 1, 2012, which are 

 2012          

YTD Actual 

 2012           

YTD Budget 

 Variance 

Over(Under) 

 Variance to 

Budget  Entity

2012           

Projection 

 2012           

Budget 

 2012 Variance 

Over(Under) 

13,478,150      13,290,568       187,581               1% NERC 53,047,557        53,112,272        (64,715)                    

2,073,141        2,050,569          22,572                 1% FRCC 5,391,780          5,400,980           (9,200)                      

2,191,882        2,191,882          ‐                        0% MRO 8,767,529          8,767,529           ‐                            

3,774,626        3,769,892          4,734                    0% NPCC 13,362,301        13,357,567        4,734                       

4,156,640        4,190,668          (34,028)                ‐1% RFirst 14,367,344      14,386,372       (19,028)                   

4,337,414        4,229,382          108,032               3% SERC 15,669,445        15,594,445        75,000                     

2,513,142        2,513,142          ‐                        0% SPP 10,052,567        10,052,567        ‐                            

2,953,427        2,966,422          (12,995)                0% TRE 10,147,196        10,147,196        ‐                            

39,462,135      39,559,603       (97,468)                0% WECC 40,531,136        40,537,867        (6,731)                      

74,940,557      74,762,128       178,428               0% 171,336,855      171,356,795      (19,940)                    

Total Funding
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reflected in the projected year‐end results.  SERC reported having 16 open positions, with 6 positions 
being filled during the first quarter.  MRO and ReliabilityFirst reported lower than budgeted benefits 
costs due to lower negotiated rates than budgeted.  NPCC and WECC reported lower enrollments in 
benefit plans among existing employees.  ReliabilityFirst was over budget due to timing of payroll taxes 
and retirement benefits associated with payment of incentive compensation that occured in the first 
quarter but were budgeted evenly throughout the year.  NERC and all Regions except MRO, Texas RE 
and WECC project to be under budget at the end of the year for Personnel Expenses.  MRO and Texas 
RE currently project year end Personnel Expenses to be equal to budget.  WECC currently expects to 
exceed their 2012 budget for Personnel Expense despite being under budget through the end of the 
first quarter due to anticipated additional hiring over budget before the end of the year.  
 

 
 

 
 

 2012 

YTD Actual 

 2012 

YTD Budget 

 Variance 

Over(Under) 

 % Variance to 

Budget  Entity

2012 

Projection 

2012 

Budget 

 2012 Variance 

Over(Under) 

% Variance 

Over(Under)

7,484,976        8,702,233         (1,217,257)          ‐14% NERC 29,938,196       33,005,813        (3,067,617)                   ‐9%

1,111,985        1,241,470         (129,485)             ‐10% FRCC 4,643,007          4,965,882           (322,875)                      ‐7%

1,422,471        1,450,236         (27,765)               ‐2% MRO 5,800,942          5,800,942           ‐                                 0%

1,870,972        2,081,417         (210,445)             ‐10% NPCC 7,954,163          8,182,160           (227,997)                      ‐3%

3,259,749        3,102,876         156,873              5% RFirst 12,640,519     12,974,285      (333,766)                      ‐3%

2,392,901        2,953,375         (560,474)             ‐19% SERC 11,476,464       11,813,504        (337,040)                      ‐3%

1,054,445        1,113,637         (59,192)               ‐5% SPP 4,301,038          4,454,543           (153,505)                      ‐3%

1,529,319        1,931,035         (401,716)             ‐21% TRE 7,982,968          7,982,968           ‐                                 0%

5,996,255        6,568,082         (571,827)             ‐9% WECC 27,783,378       26,795,288        988,090                        4%

26,123,073      29,144,361       (3,021,288)          ‐10% 90% 115,975,385      (3,454,710)                   ‐3%

Personnel Expenses

 2012          

Actual 

 2012            

Budget 

 Variance 

Over(Under) 

 2012 Actual 

to Budget  Entity

2012 

Projection

2012          

Budget

2012 Variance 

Over(Under)

2012 YTD Actual 

to Budget 

165.11              173.00                 (7.89)                       95% NERC 175.46            176.75              (1.29)                      99%

24.63                30.69                   (6.06)                       80% FRCC 25.45              30.69                (5.24)                      83%

34.93                37.00                   (2.07)                       94% MRO 35.63              37.00                (1.37)                      96%

32.42                35.42                   (3.00)                       92% NPCC 33.92              35.42                (1.50)                      96%

64.50                68.00                   (3.50)                       95% RFirst 68.00            70.58              (2.58)                      96%

60.79                65.70                   (4.91)                       93% SERC 67.00              73.70                (6.70)                      91%

30.12                33.50                   (3.38)                       90% SPP 32.50              33.50                (1.00)                      97%

50.60                58.00                   (7.40)                       87% TRE 58.00              58.00                ‐                         100%

181.11              192.20                 (11.09)                    94% WECC 201.20            196.20              5.00                       103%

644.21              693.51                 (49.30)                    93% 697.16            711.84              (14.68)                   98%

** This represents equivalent full time positions from a budget and actual financial 
perspective and does not necessarily represent actual headcount.

FTEs **
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Meeting, Travel and Conferencing Expenses 
The Total ERO Enterprise was under budget $600.4k (20%) for Meeting, Travel and Conferencing 
expenses through March 31, 2012. NERC and all Regions, except ReliabilityFirst were under budget, 
with under budget variances ranging from 6% at NERC to 63% at MRO.  NERC was under budget for 
travel and conferencing expenses and over budget for meeting expenses related to higher costs for the 
NASPI workshop due to higher attendance, and related to the Human Performance Workshop which 
was not budgeted.  The higher workshop expenses were offset by higher workshop fees as noted 
above.  The under budget variance at the Regional Entities was primarily due to timing, but also due to 
having fewer FTEs on staff as reported by SPP and Texas RE, continued emphasis on the use of 
technology as reported by NPCC and SERC, and due to greater use of the Region’s in‐house meeting 
facility as reported by WECC. 

 
 
Operating Expenses 
Operating expenses for the Total ERO Enterprise were approximately $2.1M (17%) under budget for 
the first quarter of 2012.  FRCC and Texas RE were over budget.  NERC and the other six Regions were 
under budget.  The three major expense categories contributing to the $2.1M under budget variance 
were (1) Consultants and Contracts, under budget $823.3k (20.4%); (2) Professional Services, under 
budget $197.5k (12.9%); and (3) Depreciation, under budget $909.1k (47.2%).   
Consultants and Contracts 

 NERC was under budget $436.8k primarily due to timing as NERC projects to be over budget 
$186.5k by year end.  Expenses have not yet been incurred for several significant projects, 
including development of the ES‐ISAC secure portal, the redesign of NERC’s website, Events 
Analysis ERO Project Management, Standards balloting software upgrade,  and audit support 
costs. 

 MRO, NPCC, ReliabilityFirst, SERC, SPP, and WECC were collectively under budget $472k.  MRO, 

NPCC, and ReliabilityFirst, reported that the under budget variances were primarily due to 

timing and are projecting to be at or close to budget by year end.  WECC also reported that the 

 2012          

YTD Actual 

 2012            

YTD Budget 

 Variance 

Over(Under) 

 % Variance to 

Budget  Entity

2012 

Projection 

2012 

Budget 

 Variance 

Over(Under) 

% Variance 

to Budget 

905,490           959,278               (53,789)               ‐6% NERC 4,043,026        3,872,780        170,246               4%

61,950              80,453                 (18,503)               ‐23% FRCC 272,300           321,814            (49,514)                ‐15%

70,698              190,799               (120,101)             ‐63% MRO 775,924           763,194            12,730                 2%

145,431           202,534               (57,103)               ‐28% NPCC 1,091,935        1,071,935        20,000                 2%

232,633           217,677               14,956                7% RFirst 895,489         841,756          53,733                 6%

140,423           257,015               (116,592)             ‐45% SERC 1,114,669        1,114,669        ‐                        0%

121,072           143,500               (22,428)               ‐16% SPP 585,500           715,000            (129,500)             ‐18%

82,374              112,596               (30,222)               ‐27% TRE 414,948           414,948            ‐                        0%

580,840           777,475               (196,635)             ‐25% WECC 2,657,629        3,189,357        (531,728)             ‐17%

2,340,911        2,941,327           (600,417)             ‐20% 11,851,420     12,305,453      (454,033)             ‐4%

Meeting, Travel and Conferencing  Expenses
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YTD under budget variance was due to timing related to the Base Case Coordinating System 

project.  SERC reported higher than budgeted costs for hosting and maintaining SERC’s servers 

and higher than budgeted costs for the compliance portal.  The over budget projects were 

offset by lower than budgeted costs for a number of other projects, but most significantly 

related to delays on various compliance and IT projects and studies of resource adequacy and 

under frequency load shedding.  SPP was under budget primarily due to the elimination of 

consulting activity related to enforcement caseload reduction and delayed approval of the BES 

exemption process. 

 FRCC and Texas RE were collectively $85.5k over budget.  FRCC was $78.4k over budget due to 

audits of their RC and PA functions by SERC during the first quarter which were not budgeted to 

occur in 2012. 

Professional Services 

 NPCC was $139.1k under budget due to fees associated with the search for an independent 

director being incurred in late 2011 but budgeted in 2012. 

 NERC and the other Regional Entities were collectively under budget $58.4k for a variety of 

reasons as further explained in attached variance reports. 

Depreciation – The under budget variance is primarily due to WECC’s practice of allocating the annual 
budget for depreciation evenly throughout the year and recording actual depreciation expense in 
December.  WECC has reported that this practice will be changed and actual depreciation expense will 
be recorded quarterly, beginning in the second quarter. 

 
 
Fixed Assets 
The Total ERO Enterprise was $645.7k over budget for Fixed Assets, primarily due to the $909.1k 
variance in depreciation expense that was the result of WECC not recording depreciation expense in 
the first quarter.  The budget for Fixed Assets is calculated by subtracting depreciation expense from 

 2012          

YTD Actual 

 2012           

YTD Budget 

 Variance 

Over(Under) 

 % Variance 

to Budget  Entity

2012 

Projection 

 2012 

Budget 

 Variance 

Over(Under) 

% Variance 

to Budget 

4,429,176        4,716,082           (286,906)                ‐6% NERC 17,735,566        17,362,307    373,258              2%

347,604           288,223               59,381                   21% FRCC 1,187,650           1,152,897      34,753                3%

390,897           560,669               (169,772)                ‐30% MRO 2,245,767           2,242,673      3,094                  0%

763,972           1,049,752           (285,780)                ‐27% NPCC 4,366,245           4,498,245      (132,000)            ‐3%

612,789           710,652               (97,863)                  ‐14% RFirst 2,823,192         2,852,280    (29,088)               ‐1%

427,227           652,307               (225,080)                ‐35% SERC 2,619,224           2,609,224      10,000                0%

140,857           166,825               (25,968)                  ‐16% SPP 1,402,500           1,767,000      (364,500)            ‐21%

660,172           638,104               22,068                   3% TRE 2,723,147           2,723,147      ‐                       0%

2,210,927        3,259,426           (1,048,499)            ‐32% WECC 12,846,977        13,037,704    (190,727)            ‐1%

9,983,621        12,042,040         (2,058,419)            ‐17% 47,950,268        48,245,477    (295,210)            ‐1%

Operating Expenses
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the projected cost of adding new assets.  Eliminating the reversal of depreciation from the variance 
calculation, actual fixed asset additions were $293.4k under budget.     
 

 
 

 2012 

YTD Actual 

 2012 

YTD Budget 

 Variance 

Over(Under) 

% Variance 

to Budget  Entity

2012 

Projection 

 2012 

Budget 

Variance 

Over(Under) 

(140,341)          (282,158)             141,816                 ‐50% NERC (686,496)             (1,128,627)     442,131          

(26,673)            (11,536)                (15,137)                  131% FRCC (43,970)               (46,139)          2,169               

(144,685)          (9,516)                  (135,169)                1420% MRO 575,387              172,937         402,450          

(47,609)            31,328                 (78,937)                  ‐252% NPCC (73,563)               (73,563)          ‐                   

(114,046)          89,295                 (203,341)                ‐228% RFirst 8,816                 (11,822)          20,638           

(5,760)               14,262                 (20,022)                  ‐140% SERC 57,048                57,048            ‐                   

‐                    ‐                        ‐                          SPP ‐                       ‐                  ‐                   

(172,246)          (81,217)                (91,029)                  112% TRE (296,948)             (296,948)        ‐                   

640,639           (406,900)             1,047,539              ‐257% WECC (2,075,044)         (2,098,600)     23,556             

(10,721)            (656,442)             645,720                 ‐98% (2,534,770)         (3,425,714)     890,944          

Increase(Decrease) in Fixed Assets
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 2012 

YTD Actual 

 2012 

YTD Budget 

 2012 Variance 

Over(Under) 

2012 

Projection 

 2012 

Budget 

2012 Variance 

Over(Under) 

Funding
ERO Funding

67,907,935$        67,907,936$        (1)                        ERO Assessments 160,699,270$        160,699,270$        ‐                    
5,648,778            5,648,778            ‐                      Penalty Sanctions 5,962,653             5,962,653              ‐                    
73,556,713$        73,556,714$        (1)$                      Total ERO Funding 166,661,923$        166,661,923$        ‐$                   

‐$                     ‐$                     ‐                      Federal Grants ‐$                       ‐$                       ‐                    
‐                       6,875                   (6,875)                 Membership Dues 27,500                  27,500                   ‐                    

590,738               515,250               75,488                 Testing Fees 2,061,000             2,061,000              ‐                    
79,200                 84,500                 (5,300)                 Services & Software 150,220                272,000                 (121,780)           
471,165               389,590               81,575                 Workshops 1,664,585             1,617,575              47,010              
79,092                 98,543                 (19,451)               Interest 416,800                394,171                 22,629              
163,649               110,656               52,993                 Miscellaneous 354,827                322,626                 32,201              

74,940,557$        74,762,128$        178,428$             Total Funding  (A) 171,336,855$        171,356,795$        (19,940)$            

Expenses
Personnel Expenses

19,520,477$        21,540,599$        (2,020,122)          Salaries 86,192,879$          87,503,094$          (1,310,215)        
1,882,002            1,929,966            (47,963)               Payroll Taxes 6,244,131             6,261,462              (17,332)             
2,432,940 2,887,503 (454,562) Benefits 10,580,215           11,702,703            (1,122,488)        

2,287,653            2,786,294            (498,640)             Retirement Costs 9,503,450             10,508,125            (1,004,675)        
26,123,073$        29,144,361$        (3,021,288)$        Total Personnel Expenses 112,520,675$        115,975,385$        (3,454,710)$       

Meeting Expenses
641,923$             653,819$             (11,896)               Meetings 2,768,849$            2,915,855$            (147,006)           

1,585,900            2,085,824            (499,925)             Travel 8,340,964             8,582,859              (241,895)           
113,088               201,684               (88,595)               Conference Calls 741,607                806,739                 (65,132)             

2,340,911$          2,941,327$          (600,417)$           Total Meeting Expenses 11,851,420$          12,305,453$          (454,033)$          

Operating Expenses
3,216,349$          4,039,630$          (823,281)             Consultants & Contracts 17,003,694$          16,240,651$          763,043            
1,775,236            1,823,949            (48,713)               Office Rent 7,519,588             7,297,718              221,870            

2,608,179            2,669,363            (61,183)               Office Costs 9,841,834             10,435,201            (593,367)           
1,337,974            1,535,446            (197,472)             Professional Services 6,089,473             6,325,507              (236,034)           

30,188                 48,847                 (18,660)               Miscellaneous 126,305                200,109                 (73,804)             
1,015,695            1,924,805            (909,110)             Depreciation 7,369,374             7,746,291              (376,917)           
9,983,621$          12,042,040$        (2,058,419)$        Total Operating Expenses 47,950,268$          48,245,477$          (295,210)$          

38,447,605$        44,127,728$        (5,680,124)$        Total Direct Expenses 172,322,362$        176,526,315$        (4,203,953)$       

921,121$             1,065,861$          (144,740)$           Indirect Expenses 3,904,430$            4,263,442$            (359,012)$          

(68,921)$              (96,471)$              27,550$               Other Non‐Operating Expenses (260,021)$              (306,534)$              46,513$             

39,299,805$        45,097,118$        (5,797,314)$        Total Expenses (B) 175,966,771$        180,483,223$        (4,516,452)$       

35,640,752$        29,665,010$        5,975,742$          Change in Assets (4,629,917)$           (9,126,429)$           4,496,512$        

Fixed Assets
(1,015,695)           (1,924,805)           909,110               Depreciation (7,369,374)            (7,746,291)             376,917            

914,955               1,190,882            (275,926)             Computer & Software CapEx 2,882,963             3,923,525              (1,040,562)        
212                      19,207                 (18,995)               Furniture & Fixtures CapEx 19,419                  19,207                   212                   

40,232                 34,068                 6,164                   Equipment CapEx 1,196,724             127,638                 1,069,086         
49,575                 24,207                 25,368                 Leasehold Improvements 735,498                250,207                 485,291            
(10,721)$              (656,442)$            645,720$             Inc(Dec) in Fixed Assets (C) (2,534,770)$           (3,425,714)$           890,944$           

39,289,083$        44,440,677$        (5,151,593)$        Total Budget (B + C) 173,432,001$        177,057,509$        (3,625,508)$       

35,651,473$        30,321,452$        5,330,022$          Change in Working Capital (A‐B‐C) (2,095,147)$           (5,700,715)$           3,605,568$        

644.2                   693.5                   (49.3)                   FTEs 697.2                    711.8                     (14.7)                 

33,613,101          25,780,397          7,832,704            Beginning Working Capital 1/1/12 33,613,101           25,780,397            7,832,704         
35,651,473          30,321,453          5,330,021            Change in Working Capital (2,095,147)            (5,700,714)             3,605,567         
69,264,574          56,101,850          13,162,725          Working Capital Balance 31,517,954           20,079,683            11,438,271       

CONSOLIDATED ERO
Statement of Activities, Fixed Assets and Change in Working Capital

As of March 31, 2012
(Unaudited)



 

 

North American Electric Reliability Corporation- Review of 
March 31, 2012 Unaudited Results-Budget to Actual Variance 
Analysis  
 
 
 
Summary of Results as of March 31, 2012 
Through March 31, 2012, NERC was under its expense and fixed asset budget $1.4M, or 10%. The first 
quarter budget variance was primarily due to (1) lower personnel expenses due to having fewer 
employees on staff than budget, (2) significant savings associated with NERC’s employee benefits and 
retirement plans as a result of changes that were implemented after the 2012 budget was developed, 
and, (3) lower contractor and consulting expenses primarily due to timing.  Funding from system 
operator testing fees and workshop fees were collectively over budget $190.7k.  As a result of being 
under budget in expenses and fixed assets and over budget in funding, NERC added $798.8k to working 
capital reserves, which was $1.6M over budget for the period 
  
FUNDING – ($187.6k over budget YTD; Projected to be $64.7k under budget at year end) 
Total funding was higher than budgeted primarily due to (1) an increase in the number of system 
operator tests taken, (2) an increase in fees to review continuing education courses, resulting in $75.5k 
higher funding from testing fees than budgeted, and (3)  $115.2k  (collectively) from higher workshop 
fees from the NASPI workshop and fees from the Human Performance Workshop which was not 
budgeted.  
 
 
Actual to Budget Variances for Expenses and Fixed Assets by Department and Category 
 
 
The following table sets forth a summary of expense by department and category, followed by a 
discussion of significant variances. 

mcclellant
Text Box
Agenda Item 2c
Attachment 1
Finance and Audit Committee
May 8, 2012
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All departments were under budget for the first quarter of 2012 except Events Analysis and 
Investigations, General and Administrative, which includes the Executive and Government Relations 
Departments, and Human Resources.  The under budget variances were primarily related to lower 
personnel costs and contract and consultant expenses.  Events Analysis and Investigations was over 
budget primarily due to consulting expenses to investigate the southwest blackout event.  General and 
Administrative was primarily over budget due to a change in accounting for  rent expense and  costs for 
the February Board of Trustees meeting and other meetings which were held in conjunction with the 
February board meeting.   All variances are explained by the major expense categories in further detail 
below. 
 

 Personnel Expenses ($1.2M under budget YTD; Projected to be $3.1M under budget at year 
end) – NERC ended the quarter with 164 employees on staff (headcount) versus the budgeted 
headcount of 173.  Due to the timing of new hires, the actual FTEs through March 31, 2012 were 
165.11, or 7.9 fewer FTEs than budgeted.  In addition and as further explained below, NERC 
made significant changes to its retirement plans which impacted both YTD and Projected year‐
end results, and to employee medical benefit plans which took effect on April 1, 2012, which are 
reflected in the Projected year‐end results. Further information regarding the status of 
employee hiring and changes to retirement plans is included in the May Corporate Governance 
and Human Resources Committee meeting materials. 
 

o Salaries and Payroll Taxes ($615.2k under budget YTD; projected to be $1.2M under 
budget at year end) Salaries expense is comprised of salaries, at risk performance 
compensation, employment agency fees and temporary office services.  Salaries are 
$631.3k under budget due to having 7.9 fewer FTEs on staff than planned.  The at risk 
performance compensation accrual is $28.3k higher than budget, since we are accruing 
based upon the 2011 payout level which was higher than the budget assumption. Due to 

TOTAL BUDGET (EXPENSES and NET FIXED ASSETS)

 2012 YTD 

Actual 

 2012 YTD 

Budget 

 Variance 

Over/(Under) 

RELIABILITY STANDARDS 1,090,693           1,409,269           (318,577)              

COMPLIANCE OPERATIONS 871,001              1,187,417           (316,417)              

COMPLIANCE ENFORCEMENT 640,449            867,803             (227,354)             

EVENTS ANALYSIS and INVESTIGATIONS 857,519              826,509              31,010                  

RELIABILITY ASSESSMENTS and PERFORMANCE ANALYSIS 1,262,922           1,361,951           (99,029)                

SITUATION AWARENESS 1,525,050           1,539,193           (14,143)                

CRITICAL INFRASTRUCTURE PROTECTION  928,604              1,372,650           (444,046)              

TRAINIING, EDUCATION and OPERATOR CERTIFICATION 413,802              478,340              (64,538)                

GENERAL and ADMINISTRATIVE and EXECUTIVE 1,695,316           1,460,840           234,476               

GOVERNMENT RELATIONS 175,086              177,355              (2,269)                   

LEGAL and REGULATORY 905,597              1,037,448           (131,850)              

INFORMATION TECHNOLOGY 1,471,918           1,506,025           (34,107)                

HUMAN RESOURCES 383,617              366,110              17,507                  

FINANCE and ACCOUNTING 436,708              489,633              (52,925)                

TOTAL BUDGET 12,679,300        14,095,436         (1,416,135)           
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timing of hiring and staff turnover that occurs during the course of the year, 
management believes that the total incentive compensation award will not exceed the 
amount budgeted in 2012. The actual year end budget impact will reflect actual 
documented performance results.   Employment agency fees were $25k under budget 
due to successful recruiting of new staff with limited use of professional search firms 
during the first quarter.  Temporary office services were $12.7k over budget related to 
the increased use of temporary staffing to support NERC’s ongoing operations during 
times of staff vacancies.     

o Employee Benefits ($96.1k under budget YTD; Projected to be $704.4k under budget at 
year end) Employee benefits expense includes education and training, medical and life 
insurance benefits, workers compensation insurance and relocation expenses. 
 Education and training benefits were $24k over budget YTD, and are projected to 

be over budget $100k at year end.  Employees are required to take continuing 
education every year and the cost was under estimated at the time the budget 
was filed.  

 Medical, life and workers’ compensation insurance were $115.8k under budget 
due to having fewer FTEs on staff and lower than budgeted costs per employee.  
Medical and life benefits costs are projected to under run the budget in 2012 by 
$900k due to the conversion to high deductible medical plans and an increase in 
the employee’s co‐pay toward premium costs.    

 Employee relocation costs were $4.4k under budget YTD and are expected to be 
at budget by year end.    

o Savings and Retirement ($455.1k under budget YTD; Projected to be $1.1M under 
budget at year end) Savings and Retirement expenses are under budget and are 
projected to remain under budget through the end of the year due to fewer FTEs on 
staff, forfeiture of unvested funds due to personnel attrition, and due to changes in the 
defined contribution portion of the retirement plan. 
 

   Meeting, Travel and Conferencing Expenses ($53.8k under budget YTD; Projected to be 
$170.2k over budget at year end) 
 

o Meeting Expenses were over budget $116.7k as of March 31, 2012 and are 
projected to be $41.0k over budget at year end, primarily due to higher expenses for 
the NASPI workshop and due to expenses related to the Human Performance 
workshop, which was not specifically planned at the time the budget was prepared.  
These higher expenses are, however, offset by increased funding from workshop 
fees which offset most of the expenses associated with planning and conducting 
these workshops. 

o Travel Expenses were under budget $144.4k YTD and are currently projected to be 
$102.2k over budget by year end.  Management continually monitors travel activity 
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and expenses, and plans to implement additional controls over employee travel 
expenses to further reduce costs.   

o Conferencing Expenses were $26.1k under budget and are projected to be $27k 
over budget at year end as NERC continues to rely heavily on the use of webinars for 
communication and education opportunities.   
 

   Operating Expenses ($286.9k under budget YTD; Projected to be $373.3k over budget at year 
end)  
 

o Consultants and Contracts ($436.8k under budget YTD; Projected to be $186.5k over 
budget at year end) 
 Standards ($3.7k under budget YTD; projected to be $3.0k under budget at year 

end) –The Standards Program expects to use $12k of the total 2012 budget of 
$15k during the second and third quarters to support CIP standards development.  

 Events Analysis and Investigations ($40.8k over budget YTD; Projected to be 
$10.0k over budget at year end) Due to expenses related to the investigation of 
the southwest blackout event.     

 Reliability Assessments and Performance Analysis ($118.4k under budget YTD; 
Projected to be $41.0k under budget at year end)   The under budget variance is 
primarily a timing issue related to development of the spare equipment database, 
centralized data collection, and the TADS database.   $50k budgeted for a 
modeling initiative which was expected but will not require consultant support 
will be partially used for a modeling validation workshop to be held in Atlanta, GA 
in early May.   The costs associated with the workshop will be recorded as 
Meeting Expense.  

 Training, Education and System Operator Certification Programs ($37.4k under 
budget YTD; Projected to be $247.5k over budget at year end)  

 Contract and consulting expenses for the System Operator Certification 
Program were over budget $21.0k related to the increase in the number 
of tests being taken, offset by the $75.5k of funding in excess of budget as 
described above.  The Personnel Certification Governance Committee 
proposes to spend $250k that was not budgeted in 2012 to begin an 
upgrade of the System Operator Certification and Continuing Education 
Database.  The unbudgeted expense will be funded from working capital 
which includes excess funds generated from testing fees above expenses 
from this program area. 

 Contract and consulting expenses for the Training and Education Program 
were $58.5k under budget YTD due to timing of course development, 
auditor skills training, and other planned staff development training.  
Funding for these projects is expected to be fully utilized by year end.     
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 Situation Awareness and Infrastructure Security ($74.1k over budget YTD; 
Projected to be $362.6k over budget at year end)  

 The NASPI project, which is primarily related to the company’s contract 
with the Grid Protection Alliance (GPA), was over budget approximately 
$51.k through March 31, 2012, and is expected to be over budget $238k at 
year end as a result of the carryover of unused 2011 contractual co‐
funding commitments for the SIEGate Project pursuant to the terms of 
NERC’s contract with GPA for this project. This carryover was not 
anticipated at the time the budget was prepared and total costs to the SIE 
Gate project remain on budget and are capped pursuant to the contract 
terms. Management is projecting to cease third party NASPI funding by 
the end of 2013 but will continue to utilize staff to support NASPI activities  

 The SAFNR contract was approximately $20k under budget through March 
31, 2012, due to timing.  SAFNR project costs are expected to be at or 
slightly higher than budget at year end. 

 The expense for various reliability monitoring tools was $40k under 
budget through March 31, 2012 and is projected to be $40k under budget 
at year end due to the elimination of the contract for Control Performance 
Standard 1 and Balancing Authority ACE Limits (CPS1‐BAAL).    

 The IDC contract was approximately $67.7k over budget through March 
31, 2012, and is projected to be $211k over budget at year end due to 
costs associated with the “generation to load reporting” change order and 
the incentive availability performance component which were planned but 
not included in the 2012 budget .  NERC has issued a notice of termination 
of its IDC contract, effective in the second quarter of 2013 and is working 
with the vendor and users to transition this service to an end user funded 
model.   

 Critical Infrastructure Protection ($133.8k under budget YTD; Projected to be 
$293.7k under budget at year end)  The contract for development of the ES‐ISAC 
secure portal platform development was signed in February, and no expense was 
recorded by the end of the first quarter.  The contract and consulting budget for 
the ES‐ISAC includes $250k for cybersecurity analyst support which may not be 
utilized this year and for purposes of the current year end forecast has been 
removed. To the extent additional consulting support is required it it will be 
included and explained in future variance reports.   $48.8k is planned for 
purchase of a software tool that will be used for analyzing hostile and random 
threats to the bulk electric system.     

 Information Technology ($272.3k under budget YTD; Projected to be $78.7k 
under budget at year end) A number of projects are in process, but invoices were 
not received by the end of the quarter.   Projects in progress include redesign of 
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NERC’s website, Events Analysis ERO Project Management, Standards balloting 
software upgrade, and ongoing support of NERC’s membership registry and user 
management programs. Management will be evaluating whether to accelerate 
certain planned and critical IT projects supporting operating and program area 
needs given available funding. 

 Human Resources ($94.4k over budget YTD; Projected to be $17.3k under budget 
at year end) The YTD variance is related to timing.  The budgets for executive and 
staff training and development, executive recruiting, compensation consulting, 
and employee, industry and board surveys were spread evenly throughout the 
year, however higher costs for compensation studies, executive training and 
development occurred during the first quarter.   

 Finance and Accounting ($74.3k under budget YTD; Projected to be at budget at 
year end) Funding for formation of the risk management and internal audit 
program has not yet been utilized due to a delay in hiring the manager of the 
program, but management anticipates the expense to be equal to the budget by 
year end. Several procurements are underway to retain contractors to assist with 
audit programs, including Regional Entity audit oversight  
 

o  Office Rent ($122.8k over budget YTD; Projected to be $479.8k over budget at year end)  
Rent expense was over budget through March 31, 2012 and will continue to be over 
budget approximately $480k at year end due to a change in the accounting for the cash 
contribution from the landlord at 1325 G Street.  For budget purposes, the cash 
contribution was treated as a credit against rent expense in 2012 only, but for accounting 
purposes is now amortized over the life of the lease.  This over budget variance is offset 
by lower than budgeted rent expense that is the cumulative result of the partial buy‐out 
of the Princeton lease and the sub‐lease agreements in Princeton and Washington, D.C.   
 

o Office Costs ($92.2k over budget YTD; Projected to be at budget at year end) Primarily 
related to higher telephone and internet expense than budgeted. 
 

o Depreciation ($33.2k over budget YTD; Projected to be $122.6k over budget at year end) 
The over budget YTD and projected expense for depreciation is related to investments in 
the new data center, NERC’s new headquarters and expansion of the Washington, DC 
office which were not fully known at the time of the budget submission. 

 

 Fixed Assets, excluding depreciation ($113.5k over budget YTD; Projected to be $133.6k over 
budget at year end) $80.1k of the YTD and Projected over budget variance is related to leasehold 
improvements and equipment purchases associated with the relocation of the Washington DC 
office that were not billed until 2012.   $37.5k is for the software tool for the ES‐ISAC that will be 
used for analyzing hostile and random threats to the bulk power system.    
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Projected Year End Working Capital 

 
 

Year end working capital is currently projected to be approximately $6M, which is approximately $4.2M 
greater than budget. The projected additional working capital is primarily due to a higher than 
projected working capital balance at the beginning of 2012. As part of the May 2012 Finance and Audit 
Committee agenda, management will be presenting a proposed working capital policy and guidelines 
regarding the use of contingency funds, including working capital funds in excess of budget.  
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NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION 
Statement of Activities, Fixed Assets and Change in Working Capital 

(Unaudited) 
For the period ended 03/31/2012 

 
 

 

 2012             

Actual 

2012               

Budget 

 2012 Variance 

Over(Under) 

 2012      

Projection 

 2012            

Budget 

Variance       

Over(Under) 

Funding
ERO Funding

ERO Assessments 12,665,318$          12,665,318$             (1) 50,661,272$     50,661,272$                                  ‐  
Penalty Sanctions ‐                           ‐                              0 ‐                      ‐                                                   ‐  

Total ERO Funding 12,665,318$          12,665,318$             (1)$                        50,661,272$     50,661,272$        ‐$                     

Testing Fees 590,738                  515,250                                     75,488  2,061,000       2,061,000                                      ‐  
Services & Software 59,040                     62,500                                        (3,460) 130,060           250,000                            (119,940)
Workshops 157,725                  42,500                                     115,225  175,225           120,000                                55,225 
Interest 3,524                       5,000                                          (1,476) 20,000             20,000                                            ‐  
Miscellaneous 1,806                       ‐                                                1,806  ‐                     ‐                                                  ‐  

Total Funding  (A) 13,478,150$          13,290,568$             187,581$            53,047,557$     53,112,272$        (64,715)$             

Expenses
Personnel Expenses

Salaries 5,564,475$             6,179,667$                            (615,192) 23,639,980$    24,800,833$                 (1,160,853)
Payroll  Taxes 610,544                  661,343                                   (50,798) 1,414,038       1,524,935                        (110,898)
Benefits 701,429                  797,556                                   (96,126) 2,485,939       3,190,308                        (704,369)
Retirement Costs 608,527                  1,063,668                              (455,140) 2,398,239       3,489,736                     (1,091,497)

Total Personnel Expenses 7,484,976$             8,702,233$                (1,217,257)$        29,938,196$     33,005,813$        (3,067,617)$       

Meeting Expenses
Meetings 291,760$                175,083$                                116,677  776,996$         736,000$                             40,996 
Travel 552,609                  696,967                                 (144,359) 2,890,120       2,787,870                          102,250 
Conference Calls 61,121                     87,228                                      (26,106) 375,910           348,910                                27,000 

Total Meeting Expenses 905,490$                959,278$                   (53,789)$             4,043,026$       3,872,780$          170,246$            

Operating Expenses
Consultants  & Contracts 2,036,465$             2,473,233$                            (436,768) 8,473,781$      8,287,314$                        186,467 
Office Rent 698,821                  576,064                                  122,757  2,784,036       2,304,257                          479,779 
Office Costs 797,255                  705,046                                     92,210  2,711,924       2,703,819                               8,105 
Professional  Services 442,337                  482,497                                   (40,160) 2,148,593       2,140,000                               8,593 
Miscellaneous 7,443                       4,062                                            3,380  25,074             26,200                                   (1,126)
Depreciation 446,855                  475,180                                   (28,325) 1,592,158       1,900,717                        (308,559)

Total Operating Expenses 4,429,176$             4,716,082$                (286,906)$           17,735,566$     17,362,307$        373,258$            

Total Direct Expenses 12,819,642$          14,377,593$             (1,557,952)$        51,716,787$     54,240,900$        (2,524,113)$       

Indirect Expenses ‐$                         ‐$                            ‐$                     ‐$                     

Other Non‐Operating Expenses ‐$                         ‐$                            ‐$                     ‐$                   ‐$                      ‐$                     

Total Expenses  (B) 12,819,642$          14,377,593$             (1,557,952)$        51,716,787$     54,240,900$        (2,524,113)$       

Change in Assets 658,508$                (1,087,025)$              1,745,533$         1,330,769$       (1,128,630)$         2,459,398$         

Fixed Assets
Depreciation (446,855)                 (475,180)                                    28,325  (1,592,158)      (1,900,717)                         308,559 
Computer & Software CapEx 226,168                  193,023                                     33,146  825,316           772,090                                53,226 
Furniture & Fixtures  CapEx 212                          ‐                                                   212  212                    ‐                                              212 
Equipment CapEx 32,293                     ‐                                              32,293  32,293             ‐                                        32,293 
Leasehold Improvements 47,841                     ‐                                              47,841  47,841             ‐                                        47,841 

Inc(Dec) in Fixed Assets (C) (140,341)$              (282,158)$                 141,816$           (686,496)$        (1,128,627)$         442,131$           

Total Budget (B + C) 12,679,300$          14,095,436$             (1,416,135)$        51,030,291$     53,112,273$        (2,081,982)$       

Change in Working Capital (A‐B‐C) 798,849$               (804,867)$                 1,603,717$        2,017,265$      0$                         2,017,267$        

FTEs                     165.11                        173.00                     (7.89)               175.46                    176.75                     (1.29)

Beginning WC ‐ 1/1/11 3,957,747              1,798,578                2,159,169                 3,957,747              1,798,578  2,159,169         
Change to WC ‐ 2011 798,849                 (804,867)                  1,603,717         2,017,265                                   0  2,017,265         

Working Capital at 12/31/11 4,756,596              993,711                   3,762,886         5,975,012       1,798,578            4,176,434         
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2012 First Quarter Year to Date Budget Variance Explanations

Statutory Funding
Total Actual Over Budget $22k:

Tirning difference in period over which budget is allocated to actual time of the spring
workshops, over budget $24,000 Maintenance Pass-through was lower ($2,000) than budgeted.

Statutory Expenditures
Total Under Budget (S104k)

Statutory Personnel Expenses
Total Actual Under Budget ($129k):

More time was spent in Standards, and Training than was budgetecl, less time was spent in
Cornpliance, Reliability Assessrnent, Situational Awareness and General Administrative than
was budgeted, while Cornpliance has one addition to staff unfìlled, one replacement unfilled for
the ltl'Quarter. Retirement ancl Benefits are down for the same reason. Payroll taxes are over
budget due to Social Security and Unemployment limits starting back up in the new year.

Statutory Meeting Expenses
Total Actual Uncler Budget $(l9k):

Travel is nonnally light in the 1't Quarler of the year but is budgetecl evenly over the year.
Aclditionally, Training Workshops were not cornpletecl in the l't Quarter so costs are not
cornplete.

Statutory Opcrating Expenscs
Total Actual Over Buclget S59k:

Cornpliance spent less than anticipated on the Guiclance software in 2010,201land2012-
therefore Depreciation is less than budgeted. Also, Offìce Rent ancl Office Costs were under
budget. These are offset by Consulting and Contracting clue to the SERC audit of the RC and PA
functions cluring the 1't Quarter ancl were considerably rnore than budgeted since it was assumed
wlrerr the budget was cornpleted in 20ll that those audits woulcl occur in 2013 - not 2012.
Aclditionally legal fees were more than budgeted due to the RE Legal Comrnittee representation
being more than budgeted.

Fixed Assets
Total Actual Under Budget ($l5k):

No software in progress was billed in the l't Quafter. Also, leasehold irnprovements were
buclgeted evenly over the year but will not occur until 4tl' Quarter. Additionally, equipment was
budgeted for new hires that were not filled.

Change In WorkÍng Capital
Total Actual Under Budget ($ l26k)



Florida Reliability Coordinating Council, Inc.
Quarterly Statement of Activities - Total Actual To Total Budget

TOTAL Statutory Only
March 31,2012

zu¡z Y t t zatz y'tD 20lz y'll)
Actual Budget Vari¡nce %

zUlZ Ïull Year
Proiection 2012 Budset

zt lz Projected
Vari¡ncc

$ t.l06.2ll $ l.l06.2ll $ 4.424.8s0 $ 4.424.850 $
874.700 874.700 -

$5,299,s50 $5,299,550 $ - 0.0%

$-$-$
zo. ioo
72.070

22.000
47.6-58

11.840)
24.412

zo. ioo
72.070

zz.ooo
79.430

r r.g¿ol
(7.360)

$ 8r0.569 $ 916.927 S fl06.358)
75.545 6t.695 13.850
107.46t t37.570 (30.109)

$ 3.421.708 $ 3.667.708 $ (246.000)

28 1.835 246.785 35.050
449.303 550.278 fl00.975)

t5.9s7 $
42.6t',|

r 5.695 $
59.795

262
fl7.178)

$ 6r.206 $
194. r 80

62.776 S

239.1 80
( r.570)

(45.000)

(In ll/hole Dollors)

Funding
ERO Funding

ERO Assessments
Penalty Sanctions

Total ERO Funding

Membership Dues
Testing Fees

Services & Softrvare
Workshops
Interest
Miscellaneous

Total Funding

Expenses
Personncl Bxpenses

Salaries
Payroll Taxes
Benefìts
Retirement Costs

Total Pcrsonncl Expenses

Meeting Expenses
Meetings
Travel
Conference Calls

Total Meeting Expenses

Operating Expenses
Consultants & Contracts
Office Rent
Office Costs
Professional Services
Miscellaneous
Depreciation

Total Operating Expenses

Total Indirect Expenses

Other Non-Operating Expenses

Total Expenses

Change in Assets

Fixed Asset Expenditures
Depreciation
Software CapEx
Funriture & Fixtures CapEx
Equipment & Cornputers CapE
Leasehold Improvements

Increase/(Decrease) in Fixed Assets

Total Budget

CHANGE IN WORKING CAPITAL

FTEs

50.755 $ 78.383
109.4r r (3.693)

45.989 fi4.496\
44.343 5.736

fl)

$ 333.823 $ 203.016 $
425.847 43'1.647
103.559 183.959
19t.242 177.3_76

$ r29.r38 $
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50.079

fl)
31.177

130.807
fl r.800)
(80.400)

r 3.866

37.726 (6,549) r33 r7e rs0.8ee (17.720\
$ 347,604 g 288,223 $ 59,381 20.6% S 1,187,650 S l,l52,gg7 $ 34,?53 3.0%

$ 1,521,539 $ 1,610,146 $ (88.60î -5.5% $ 6,102,957 $ 6.440.593 $ (337.636t -5.2o/o

$ 551,ó02 $ 440,423

$ (31,t77) S (37,726) S 6,549
- r5,ooo (15,000)

q,ioq o,iqo rr,i¡ol

$ (133,179) $ (150,899) $ t7,'t20
60,000 60,000

tq.ios z+,iao ( r0,55 r )
- 5,000 (5,000) 15.000 20,000 (5,000)

$ (26,673) $ (11,536) $ (15,137) t3t.2o/o $ (43,970) $ (46,139) $ 2,169 -4.70/o

$ 1,494,866 $ 1,599,610 $ (103,744) $ 6,058,987 $ 6,394,454 $ (335,467) -5.2%

$ 578,275 $ 451,959 $ 126.316 279% S ló67.207\ $ t993.474) S 326.267 -32.8%

Beginning Working Capital l/l
Change in Working Capital
Working Capital at 3l3l/2012

24.63

1,455,607
s78,275

2,033,882

30.69

1,313,t97
4st,959

t,765,1s6

(6.06)

142,4t0
126,3t6
268,726

25.45 30.69 (s.24)

I ,455,607 I ,313,197 142,4t0
(667,207) (993,474) 326,267
788,400 319,723 468,677









 

         
 
 
         April 20, 2012 
 
North American Electric Reliability Corporation 
3353 Peachtree Road NE  
Suite 600, North Tower  
Atlanta, GA 30326 
Attention:  Mr. Michael Walker 
 
Subject:  NPCC Regional Entity Division Variance Comparison and 
   First Quarter 2012 Statement of Activities 
 
Dear Michael: 
 
 The variance comparison for the period ended March 31st, 2012 is included along with Northeast Power 
Coordinating Council, Inc.’s unaudited first Quarter 2012 Statement of Activities.  
 
 Please do not hesitate to contact me via email at jhala@npcc.org or via telephone at (212) 840-1070 
should you have any comments or questions with regard to the materials provided. 
 
        Sincerely, 
 

        Jessica Hala 
 
        Jessica Hala 
        Senior Financial Analyst 
 
JH: jh 
Enclosures 
 
cc: Mr. Christopher Weir, CPA – NPCC Treasurer 
      Mr. Edward A. Schwerdt – NPCC President & CEO 
      Ms. Jennifer Budd Mattiello – NPCC Vice President & COO 
      ERO Finance Group 
 

mailto:jhala@npcc.org�
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NPCC Regional Entity Division 
Budget to Actual  

Variance Comparison as of March 31, 2012 
 
 

INCOME 
 

• Penalty Sanctions (Actual income of $614k remitted to NPCC as of June 30, 2011 has been applied to reduce 
2012 assessments to NPCC U.S. load serving entity designees.)  All penalty sanctions remitted from July 1, 2011 
through June 30, 2012 will be applied to reduce 2013 assessments to NPCC U.S. load serving entity designees 
and will be included in the NPCC 2013 Business Plan and Budget. 

 
• Interest Income (Actual income of $5k year-to-date not included in budget) 

NPCC has not budgeted for interest income as returns on U.S. treasury securities fund are negligible and 
corporate money market fund returns for 2011 were minimal for operating fund investment. 

 
o NPCC allocated $5k as a portion of total interest income (93%) to the Regional Entity Division 

consistent with the ratio of Regional Entity (RE) to Criteria Services (CS) Division 2012 funding.  A 
common system of accounts, with divisional separation, is used for both RE and CS revenue tracking and 
financial reporting. 

 
EXPENSES 
 

• Personnel Expenses (Variance of  $210k under budget year-to-date and $228k under budget FYP) 
o Recruiting knowledge-based professionals continues to be challenging.  Three of the four positions 

budgeted for the full year in 2012 have not yet been filled and are currently projected based on an 
estimated start date of July 1, 2012.  In the benefits area, a significant number of professionals retained 
over the past four years continue to waive health insurance coverage, keeping superior coverage available 
to them from a prior employer.  NPCC continues to budget for its full staff’s health insurance coverage.  
The full year projection was adjusted for the first quarter underage. 

 
• Meetings and Conference Calls (Variance of  $57k under budget year-to-date and as budgeted FYP) 

o Continued efforts to hold more meetings onsite or via webinar have kept meeting and conference call 
expenses under budget.  Current underage is projected to be made up later in the year due to timing of 
planned meetings.  
 

• Contracts & Consultants (Variance of  $97k under budget year-to-date and as budgeted FYP) 
o Year-to-date under budget is due to the timing of the use of independent, exclusive contractors for 

compliance audits.  Full year projection continues to be as budgeted. 
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• Professional Services (Variance of  $139k under budget year-to-date and $60k under budget FYP) 
o Under budget due to judicious use of outside counsel and timing of Independent Director search.  A 

portion of Independent Director search fees were budgeted in 2012, however, the search fees were paid 
in full in 2011.  The full year projection has been reduced to account for this underage.  If compliance 
hearings were to be required, it is expected that there could be a multi-year budgetary impact and that in 
the near term hearings would have been funded out of operating cash reserves as there is no 2012 budget 
for hearings. 

 
• Miscellaneous (Actual variance of $34k under budget year-to-date and $72k under budget FYP) 

o Expenses related to NPCC’s responsibilities as WECC CEA of $72k were included under miscellaneous 
expense in the 2012 budget.  However, the actual expenses are being recorded to the appropriate account 
based on expense type (i.e. Travel, Contracts, etc).  Therefore, the full year projection for miscellaneous 
expense has been reduced by $72k.  Additionally, NPCC will be conducting a second on-site audit of 
WECC during 2012, in addition to the one on-site audit that was included in the 2012 budget (one 693 
audit and one CIP audit).  The additional expense in 2012 due to the timing of the second on-site audit is 
currently estimated to be approximately $60k - $75k.  The total expenses related to the WECC audits will 
be trued up with WECC at year end, as per the CEA Agreement.  The additional expenses related to the 
second on-site audit have not yet resulted in an adjustment to the full year projection in other areas such 
as Travel and Contracts but will continue to be monitored by NPCC through the remainder of the year. 

 
FIXED ASSETS 

 
•  NPCC made no fixed asset acquisitions in first quarter 2012. 

 
 

(Unaudited) 
Submitted April 20th, 2012 



 2012 YTD   

Actual 

2012 YTD    

Budget 

Actual 

Variance from 

Budget   

Over(Under)  %

 2012 

Projection 

 2012 Annual 

Budget 

Projection 

Variance from 

Budget     

Over(Under)  %

Funding
   Assessments    3,137,892     3,137,892                        ‐    12,551,567 12,551,567   ‐                   
   Penalties        614,000        614,000                        ‐    614,000     614,000         ‐                   
   Testing                   ‐                      ‐                          ‐    ‐               ‐                 ‐                   
   Services & Software                   ‐                      ‐                          ‐    ‐               ‐                 ‐                   
   Workshop Fees                   ‐                      ‐                          ‐    120,000     120,000         ‐                   
   Interest            4,734                    ‐                   4,734  4,734          ‐                 4,734               
   Miscellaneous          18,000          18,000                        ‐    72,000        72,000           ‐                   
Total Funding    3,774,626     3,769,892                 4,734  0.13% 13,362,301     13,357,567                  4,734  0.04%

Expenses
   Personnel Expenses
      Salaries    1,147,901     1,395,584           (247,683) 5,379,663  5,582,337     (202,674)         
      Payroll Taxes        139,156        125,570               13,586  343,449     358,772         (15,324)           
      Employee Benefits        353,451        334,186               19,265  1,326,744  1,336,744     (10,000)           
      Savings & Retirement        230,464        226,077                 4,387  904,307     904,307         ‐                   
Total Personnel Expenses    1,870,972     2,081,417           (210,445) ‐10.11%    7,954,163       8,182,160             (227,998) ‐2.79%
   Meeting Expenses
      Meetings          18,683          41,400             (22,717) 288,000     288,000         ‐                   
      Travel        120,903        139,400             (18,497) 717,000     697,000         20,000            
      Conference Calls            5,845          21,734             (15,889) 86,935        86,935           ‐                   
Total Meeting Expenses        145,431        202,534             (57,103) ‐28.19%    1,091,935       1,071,935                20,000  1.87%
   Operating Expenses
      Consultants and Contracts         289,522        386,075             (96,553) 1,888,100  1,888,100     ‐                   
      Rent & Improvements        150,589        159,272               (8,683) 641,936     641,936         ‐                   
      Office Costs        110,301        130,241             (19,940) 519,102     519,102         ‐                   
      Professional Services        163,479        302,553           (139,074) 1,102,663  1,162,663     (60,000)           
      Miscellaneous            2,472          36,647             (34,175) 74,589        146,589         (72,000)           
      Depreciation          47,609          34,964               12,645  139,855     139,855         ‐                   
Total Operating Expenses 763 972 1 049 752 (285 780) ‐27 22% 4 366 245 4 498 245 (132 000) ‐2 93%

Northeast Power Coordinating Council, Inc. ‐ Regional Entity Division

Statement of Activities, Fixed Assets and Change in Working Capital

(Unaudited)

For the Period Ended March 31, 2012

Total Operating Expenses        763,972     1,049,752           (285,780) 27.22%    4,366,245       4,498,245             (132,000) 2.93%

Other Non‐Operating Expenses                   ‐                      ‐                          ‐    n/a ‐               1,865             (1,865)              ‐100.00%

Total Expenses    2,780,375     3,333,703           (553,328) ‐16.60% 13,412,343     13,754,205             (341,863) ‐2.49%

Net Change in Assets        994,251        436,189             558,062  127.94%        (50,042)       (396,638)             346,596  ‐87.38%

Fixed Assets
     Depreciation        (47,609)        (34,964)            (12,645) (139,855)    (139,855)       ‐                   
     Computer & Software CapEx                   ‐                      ‐                          ‐    ‐               ‐                 ‐                   
     Furniture & Fixtures CapEx                   ‐            19,207             (19,207) 19,207        19,207           ‐                   
     Equipment CapEx                   ‐            27,878             (27,878) 27,878        27,878           ‐                   
     Leasehold Improvements                   ‐            19,207             (19,207) 19,207        19,207           ‐                   
Incr(Dec) in Fixed Assets (47,609)       31,328        (78,937)           ‐251.97% (73,563)      (73,563)         ‐                    0.00%

Total Budget (Expenses plus Incr(Dec) in Fixed Assets)    2,732,766     3,365,031           (632,265) ‐18.79% 13,338,780     13,680,642             (341,863) ‐2.50%

Change in Working Capital (Total Funding less Total Budget) 1,041,860   404,861     636,999          157.34% 23,521        (323,075)       346,596           ‐107.28%

 Equivalent Full Time Employees             32.42             35.42                  (3.00) 33.92          35.42                               (1.50)
 Headcount              33.00             36.00                  (3.00) 36.00          36.00                                    ‐   

Beginning WC ‐ 1/1/12      3,844,755       3,059,204               785,551       3,844,755         3,059,024                785,731 

Change to WC ‐ 2012      1,041,860          404,861               636,999             23,521           (323,075)               346,596 
Working Capital at 3/31/12 and Projected 12/31/12      4,886,615       3,464,065            1,422,550       3,868,276         2,735,949             1,132,327 
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A REGIONAL ENTITY OF THE NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION  
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o Savings & Retirement Costs: $111K (31%) over budget for YTD 
Savings & Retirement costs are over budget due to the retirement costs associated 
with the annual incentive compensation to the staff.  Budgeted retirement costs are 
allocated across the year according to the biweekly payroll amounts. 
 

• Operating Expenses 
o Contracts & Consultants: $60K (77%) under budget for YTD 

Contracts & Consultants are under budget due to timing.  Various projects such as 
new phone system, Eastern Interconnection Reliability Assessment Group (ERAG) 
activities and expense report system automation did not occur in the first quarter as 
planned.  The expected use of contractors for 693 audits is lower than expected.  
 

o Rent & Utilities: $39K (29%) under budget for YTD 
Rent & Utilities are under budget as a result of the delay in securing an offsite 
disaster recovery site.  This delay is due to the consideration of establishing a 
disaster recovery site with other Regional Entities.  
 

o Professional Services: $18K (13%) under budget for YTD 
Professional Services are under budget due to the use of in-house counsel versus 
more costly outside legal support. 
 

Fixed Assets 

• Computer Hardware & Software: $216K (100%) under budget for YTD 
Computer Hardware & Software is under budget due to the delay in the new phone and 
web conferencing system. 

 
Year End Projection 

For the year end projection, ReliabilityFirst is projecting a year-end variance of $288K (1.7%) 
under budget. The major contributors to the projected variance are: 
 

• Employee Benefits is projected to be $151K under budget due to medical benefit 
premiums costing less than expected.  Actual premium increased 0% versus the 
expected 12% which is effective April 1st. 

• Rent & Utilities is projected to be $154K under budget due to the delay in securing a 
disaster recovery site until late 4th quarter. 

 
For more information, please contact me at 330.456.2488 or jack.istvan@rfirst.org. 
 
Sincerely, 
 

 
 
Jack A. Istvan 
Chief Financial Officer and Treasurer 



ReliabilityFirst  Corporation
Statement of Activities, Fixed Assets and Change in Working Capital

(unaudited)
From 01/01/2012 Through 03/31/2012

(In Whole Numbers)

2012 YTD Actual 2012 YTD Budget

YTD Variance 

Over/(Under)

%

Variance

Total 2012 

Projection

Total 2012 

Budget

Total 2012 

Projected 

Variance 

Over/(Under)

% 

Projected 

Variance

Funding
3,383,568 3,383,568 0 0.00%        Assessments 13,534,272 13,534,272 0 0.00%

792,100 792,100 0 0.00%        Penalty Sanctions 792,100 792,100 0 0.00%
0 0 0 0.00%        Membership Dues 0 0 0 0.00%

(19,028) 15,000 (34,028) -226.85%        Investment Income 40,972 60,000 (19,028) -31.71%
0 0 0 0.00%        Miscellaneous Income 0 0 0 0.00%

4,156,640 4,190,668 (34,028) -0.81%      Total Funding 14,367,344 14,386,372 (19,028) -0.13%

Expenses
   Personnel Expenses

2,291,435 2,265,687 25,748 1.14%       Salaries 9,383,207 9,637,622 (254,415) -2.64%
230,688 185,943 44,745 24.06%       Payroll Taxes 576,887 581,453 (4,566) -0.79%
272,229 297,237 (25,008) -8.41%       Employee Benefits 1,132,719 1,283,552 (150,833) -11.75%
465,397 354,009 111,388 31.46%       Savings & Retirement Costs 1,547,706 1,471,658 76,048 5.17%

3,259,749 3,102,876 156,873 5.06%          Total Personnel Expenses 12,640,519 12,974,285 (333,766) -2.57%

   Meeting Expenses
39,846 42,045 (2,199) -5.23%       Meetings 124,341 144,630 (20,289) -14.03%

190,229 173,088 17,141 9.90%       Travel 760,916 686,950 73,966 10.77%
2,558 2,544 14 0.55%      Conference Calls 10,232 10,176 56 0.55%

232,633 217,677 14,956 6.87%          Total Meeting Expenses 895,489 841,756 53,733 6.38%

   Operating Expenses
17,874 77,600 (59,726) -76.97%       Contracts & Consultants 491,496 514,100 (22,604) -4.40%
94,426 133,597 (39,171) -29.32%       Rent & Utilities 377,704 531,460 (153,756) -28.93%

246,004 224,772 21,232 9.45%       Office Costs 984,016 772,146 211,870 27.44%
121,763 139,839 (18,076) -12.93%       Professional Services 487,052 500,432 (13,380) -2.67%

2,688 8,139 (5,451) -66.97%       Miscellaneous 10,752 27,320 (16,568) -60.64%
15,988 0 15,988 0.00%       Proceeds/Loss on sale of Asset 15,988 0 15,988 0.00%

114,046 126,705 (12,659) -9.99%      Depreciation 456,184 506,822 (50,638) -9.99%
612,789 710,652 (97,863) -13.77%         Total Operating Expenses 2,823,192 2,852,280 (29,088) -1.02%

4,105,171 4,031,205 73,966 1.83%      Total Expenses 16,359,200 16,668,321 (309,121) -1.85%

51,469 159,463 (107,994) -67.72% Net Change in Assets (1,991,856) (2,281,949) 290,093 -12.71%

Fixed Assets
(114,046) (126,705) 12,659 -9.99%       Depreciation (456,184) (506,822) 50,638 -9.99%

0 216,000 (216,000) -100.00%       Computer Hardware & Software 465,000 495,000 (30,000) -6.06%
0 0 0 0.00%       Furniture & Fixtures 0 0 0 0.00%
0 0 0 0.00%       Leasehold Improvements 0 0 0 0.00%

(114,046) 89,295 (203,341) -227.72% Increase/(Decrease) in Fixed Assets 8,816 (11,822) 20,638 -174.57%

3,991,125 4,120,500 (129,375) -3.14%

Total Budget
(Expenses + Incr/(Decr) in Fixed Assets) 16,368,016 16,656,499 (288,483) -1.73%

165,515 70,168 95,347 135.88%

Change in Working Capital
(Total Funding less Total Budget) (2,000,672) (2,270,127) 269,455 -11.87%

66.00 68.00 (2.00) -2.94% Budgeted Head Count 73.00 73.00 0.00 0.00%

64.50 68.00 (3.50) -5.15% FTE 68.00 70.58 (2.58) -3.66%



  

 

 
 
 
April 20, 2012 
 
 
 
Mike Walker 
North American Electric Reliability Corporation 
3353 Peachtree Rd, NE 
Atlanta, GA 30326 
 
Re: 1st Quarter 2012 Unaudited Financial Statements – Budget vs. Actual 
 
 
Mike: 
 
Following please find SERC’s first quarter 2012 financial statements showing actual to budgeted 
figures.   
 
If you have any questions, please let me know. 
 
Thank you,  
 

 
Jennifer Kelly 
Director of Finance and Human Resources 
 
 
 
cc: Scott Henry, President/CEO 
      John Twitchell, Vice President/CPO 
 
 
 
  



  

 

Budget to Actual Comparison as of March 31, 2012 
 
Income 

 Workshops (Actual - $45,437 over budget) 
o The budgeted income is allocated evenly over all four quarters.  The workshops 

are primarily held in the first two quarters, with most of the revenue being 
received in the first quarter. 

 Miscellaneous (Actual - $61,186 over budget) 
o The income recorded in Miscellaneous represents the cross regional monitoring 

activities for FRCC and SPP.  The regional entity audited reimburses for actual 
costs incurred.  The actual income represents the costs associated with auditing 
and enforcement activities for FRCC, which was not budgeted to be audited in 
2012.  Due to timing and to accommodate FRCC, the audits of FRCC were 
performed in 2012, rather than in 2011.   
 

Expense 
 Personnel Expenses (Actual - $560,474 under budget) 

o During the first quarter there were sixteen (16) open positions, of which six (6) 
were filled throughout the first quarter, causing SERC to be under budget in 
personnel expenses.     

 
 Meeting Expenses (Actual - $116,592 under budget) 

o Meetings Expense ($51,628 under budget) – This is mainly due to a timing 
difference.  During the first quarter, the significant meetings that were held 
include the spring Standing Committee meetings and the first Compliance 
Seminar.  Due to timing, the invoice for the first Compliance Seminar has not 
been received.  The majority of SERC’s larger meetings are held after the first 
quarter.  Additionally, there has been a greater emphasis on the use of 
technology by hosting meetings using Webex, which have lowered the meeting 
costs. 

o Travel Expense ($53,506 under budget) – This is mainly due to a timing 
difference.  The budget is evenly allocated over all four quarters.  A low number 
of meetings and audits are scheduled during the first quarter, causing the 
expense to be lower than budget.  Additionally, SERC has emphasized the use 
of technology by hosting meetings using Webex.  By doing this, travel costs have 
decreased. 

 
 Contracts/Consultants ($89,472 under budget)  

o Actual costs for hosting and maintaining SERC’s servers are higher than 
budgeted by approximately $12,900. 

o During the first quarter, a significant amount of work has been done on the 
compliance portal, causing an overrun of approximately $50,600. 

o Participation in the OATI schedule checkout tool was lower than planned in 2012. 
SERC budgeted for 22 balancing authorities for the entire year.  By March, 21 
balancing authorities had joined.  The total cost reduction was approximately 
$1,500. 
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o The budget is allocated evenly over the year.  Reliability Assessments has 

several software development projects that will not get started until mid 2012, 
causing SERC to be under budget by approximately $20,500. 

o SERC is under budget by approximately $40,600 due to contractor delays on 
various compliance projects. 

o For the first quarter, SERC has not incurred significant contract costs related to 
resource adequacy study, ERAG and the regional UFLS study, causing SERC to 
be under budget by approximately $57,900. 

o For the first quarter, SERC has not incurred significant contract costs related to 
event analysis technical expertise, GIS software, Inter7 hotline enhancements 
and the restoration drill, causing SERC to be under budget by approximately 
$5,800. 

o As of the first quarter, the four System Operator Conferences have not been 
held, and therefore the expenses for the presenters and simulation tool have not 
been incurred, causing SERC to be under budget by $8,800. 

o As of the first quarter, SERC has not incurred costs related to various IT projects, 
causing SERC to be under budget by approximately $13,000. 

 
 Rent & Improvements ($26,559 under budget) 

o The new office space lease in effect has a lower per square foot price than 
originally budgeted in 2012.  When the 2012 budget was developed, the final 
lease for additional office space was not signed. 
 

 Office Costs ($96,629 under budget)  
o The budget includes $100,000 for the purchase of office furniture and equipment 

to furnish the new office space and $93,000 for the purchase of computers for 
existing staff replacements and for the budgeted new positions.  These items 
were purchased in 2011, causing the under run in 2012. 

 
 Fixed Assets ($20,022 under budget) 

o The budget is allocated evenly over the year.  Several software projects have not 
been completed and capitalized as of the first quarter, causing the under run in 
the assets and depreciation expense. 



(In Whole Dollars)

 2012 YTD     2012 YTD    

2012 YTD 

Actual 

Variance 

from Budget  2012 

 2012 

Annual 

2012 

Projection 

Variance 

from Budget 

 SERC Reliability Corporation 
 Statement of Activities 

 From 01/01/12 to 03/31/12 
(Unauditied) 

Actual  Budget 

g

Over(Under)  %  Projection  Budget 

g

Over(Under)  % 

Funding
   Assessments      3,711,319      3,711,319                    ‐    14,845,275 14,845,275   ‐              
   Penalties         434,500         434,500                    ‐    434,500      434,500        ‐              
   Workshop Fees           86,500           41,063           45,437  264,670      264,670        ‐              
   Interest             3,209             2,500                 709  10,000         10,000           ‐              
   Miscellaneous         101,886           40,000           61,886  115,000      40,000           75,000        

A Total Funding      4,337,414      4,229,382         108,032  2.55%  15,669,445    15,594,445           75,000  0.48%

Expenses
   Personnel Expenses
      Salaries      1,967,154      2,227,102       (259,948) 8,684,955   8,908,407     (223,452)    
      Payroll Taxes         144,207         200,439          (56,232) 738,264      801,758        (63,494)      
      Employee Benefits         112,672         223,970       (111,298) 884,174      895,883        (11,709)      
      Savings & Retirement         168,868         301,864       (132,996) 1,169,071   1,207,456     (38,385)      
Total Personnel Expenses      2,392,901      2,953,375       (560,474) ‐18.98%  11,476,464    11,813,504       (337,040) ‐2.85%
   Meeting Expenses
      Meetings           27,239           78,867          (51,628) 402,078      402,078        ‐              

Travel 100 642 154 148 (53 506) 616 591 616 591      Travel         100,642         154,148          (53,506) 616,591      616,591        ‐              
      Conference Calls           12,542           24,000          (11,458) 96,000         96,000           ‐              
Total Meeting Expenses         140,423         257,015       (116,592) ‐45.36%     1,114,669       1,114,669                    ‐    0.00%
   Operating Expenses
      Consultants and Contracts          200,347         289,819          (89,472) 1,159,275   1,159,275     ‐              
      Rent & Improvements           84,622         111,181          (26,559) 444,722      444,722        ‐              
      Office Costs           74,090         170,719          (96,629) 682,875      682,875        ‐              
      Professional Services           27,764           22,350             5,414  99,400         89,400           10,000        
      Miscellaneous             1,696                    ‐               1,696  ‐                ‐                 ‐              

Depreciation 38 708 58 238 (19 530) 232 952 232 952 ‐      Depreciation           38,708           58,238          (19,530) 232,952      232,952                      

Total Operating Expenses         427,227         652,307       (225,080) ‐34.51%     2,619,224       2,609,224           10,000  0.38%

Other Non‐Operating Expenses                    ‐                      ‐                      ‐    ‐                ‐                 ‐               0.00%

B Total Expenses      2,960,551      3,862,697       (902,146) ‐23.36%  15,210,357    15,537,397       (327,040) ‐2.10%

=A‐B Net Change in Assets     1,376,863         366,685     1,010,178  275.49%        459,088            57,048         402,040 704.74%

Fixed Assets

     Depreciation          (38,708)         (58,238)          19,530  (232,952)     (232,952)       ‐              

Computer & Software CapEx 32,948 72,500 (39,552) 290,000 290,000 ‐     Computer & Software CapEx           32,948           72,500          (39,552) 290,000      290,000                      

     Furniture & Fixtures CapEx                    ‐                      ‐                      ‐    ‐                ‐                 ‐              

     Equipment CapEx                    ‐                      ‐                      ‐    ‐                ‐                 ‐              

     Leasehold Improvements                    ‐                      ‐                      ‐    ‐                ‐                 ‐              
C Incr(Dec) in Fixed Assets (5,760)           14,262        (20,022)       ‐140.39% 57,048        57,048          ‐               0%

=B+C

Total Budget (Expenses plus Incr(Dec) in 

Fixed Assets)     2,954,791     3,876,959       (922,168)  15,267,405    15,594,445       (327,040) ‐2.10%

=A‐B‐C

Change in Working Capital (Total 

Funding less Total Budget) 1,382,623 352,423 1,030,200 402,040 ‐ 402,040A B C u d g ess ota udget) 1,382,623     352,423      1,030,200   402,040                       402,040     

FTE's             60.79             65.70              (4.91) 67.00           73.70             (6.70)           

 Headcount               62.70             65.70              (3.00) 73.70           73.70             ‐              

Beginning WC ‐ 1/1/12 1,967,625              1,630,019            337,606  1,967,625             1,630,019            337,606 
Change to WC ‐ 2012 1,382,623        352,423               1,030,200  402,040         (434,500)          402,040        

Working Capital at 03/31/12 3,350,248        1,982,442      1,367,806      2,369,665      1,195,519        739,646        



1 Due to timing of the budget schedule, the estimated overhead rate used to develop the 2012 budget was the actual Indirect 
Overhead Rate for 2010, which was $71.04.  The 2012 YTD and Projected Indirect Costs are calculated using the actual 
Indirect Overhead Rate for 2011, which was is $67.35. The Final 2012 actual results will reflect the actual 2012 Indirect 
Overhead Rate.   

Southwest Power Pool Regional Entity 

EXPENSES  

Indirect Costs11 (Actual - $165K under budget) - Indirect costs include identifiable infrastructure 
and overhead resources associated with SPP’s business model. These shared services and costs are allocated
to the regional entity based on direct resources engaged to perform specific statutory functions.  These costs
are intended to replace budgeted overhead items such as office rent, depreciation, communications,
technology support, etc.  Actual indirect costs trail budgeted costs due to the timing of hiring additional RE
direct staff to fill open budgeted positions and a reduction in the fixed overhead rate. SPP RE projects full 
year indirect costs to be lower than 2012 budget by $359K. 

Travel and Meeting Expenses (Actual - $48K under budget) –Travel expenses trailed budget due to 
the timing of hiring additional budgeted staff and lower than expected travel costs.  SPP RE projects full year
travel expenses to be lower than 2012 budget by $130K.   

Other Operating Expenses (Actual - $26K under budget) – Other Operating Expenses trailed budget 
primarily due to the elimination of consulting activity related to enforcement caseload reduction initiative and 
delayed approval of the BES exemption process. SPP RE was able to achieve its targeted 12-month caseload 
in 2011, and the activity on the BES exemption process is expected to occur no earlier than the fourth quarter
2012.  SPP RE projects full year consulting and professional costs to be lower than 2012 budget by $365K. 

Personnel Expenses (Actual - $59K under budget) – Personnel expenses trailed budget primarily 
due to the timing of hiring additional RE direct staff to fill open budgeted positions.  Three of the positions 
that were added in 2012 (compliance engineer, CIP analyst, and an enforcement attorney), which were 
budgeted to be filled February 1, 2012, were unfilled as of March 31, 2012.  The enforcement attorney 
position was filled April 1, 2012, and the other two positions are projected to be filled July 2012.  In addition 
to these unfilled positions, under spend in budgeted personnel expenses also results from partial pay for a 
compliance engineer that was called to active military duty in mid-February, 2012.  SPP RE projects full year
personnel costs to be lower than 2012 budget by $154K. 

Unaudited Actual to Budget Comparison as of March 31, 2012 



SOUTHWEST POWER POOL
STATEMENT OF ACTIVITIES

2012 MARCH YTD DRAFT (UNAUDITED)

(In Whole Dollars)
2012 MARCH 
YTD ACTUAL

2012 MARCH 
YTD BUDGET VARIANCE

2012 FULL 
YEAR 

PROJECTION
2012 FULL 

YEAR BUDGET VARIANCE
Funding

ERO Funding 2,462,912            2,462,912         -                 9,851,647             9,851,647            -                       
Testing Fees -                       -                    -                 -                        -                       -                       
Workshops -                       -                    -                 -                        -                       -                       
Interest 625                      -                    625                625                       -                       625                       
Miscellaneous 50,230                 50,230              -                 200,920                200,920               -                       

Total Funding (A) 2,513,767            2,513,142         625                10,053,192           10,052,567          625                       

Expenses
Personnel Expenses

Salaries 849,991               955,173            (105,182)        3,586,115             3,820,690            (234,575)              
Payroll Taxes 90,464                 60,341              30,123           274,338                241,364               32,974                  
Benefits 63,646                 59,039              4,608             297,140                236,154               60,986                  
Retirement Costs 50,344                 39,084              11,260           143,445                156,335               (12,890)                

Total Personnel Expenses 1,054,445            1,113,636         (59,191)          4,301,038             4,454,543            (153,505)              

Meeting Expenses
Meetings 23,110                 18,750              4,360             86,500                  75,000                 11,500                  
Travel 97,962                 124,750            (26,788)          499,000                640,000               (141,000)              
Conference Calls -                       -                    -                 -                        -                       -                       

Total Meeting Expenses 121,072               143,500            (22,428)          585,500                715,000               (129,500)              

Operating Expenses
Contracts & Consultants 65,273                 76,300              (11,027)          1,090,000             1,421,500            (331,500)              
Office Rent -                       -                    -                 -                        -                       -                       
Office Costs -                       625                   (625)               2,500                    2,500                   -                       
Administrative Costs 4,098                   -                    4,098             -                        -                       -                       
Professional Services 71,486                 89,900              (18,414)          310,000                343,000               (33,000)                
Computer Purchase & Maint. -                       -                    -                 -                        -                       -                       

ServDepreciation -                       -                    -                 -                        -                       -                       
FurnMiscellaneous/ Contingency -                       -                    -                 -                        -                       -                       
Total Operating Expenses 140,857               166,825            (25,968)          1,402,500             1,767,000            (364,500)              

Total Direct Expenses 1,316,374            1,423,961         (107,587)        6,289,038             6,936,543            (647,505)              

SPP Inc. Indirect Expenses 953,512               1,118,525         (165,013)        4,115,087             4,474,099            (359,012)              
SPP RE Indirect E penses (1)SPP RE Indirect Expenses (1) -                     -                  -               -                        -                      -                     
Total Indirect Expenses 953,512               1,118,525         (165,013)        4,115,087             4,474,099            (359,012)              

Total Expenses (B) 2,269,886            2,542,486         (272,599)        10,404,125           11,410,642          (1,006,517)           

Net Change in Assets (A-B) 243,881             (29,344)          273,224       (350,933)               (1,358,075)          1,007,142          

Fixed Assets
Depreciation -                       -                    -                 -                        -                       -                       
Computer & Software CapEx -                       -                    -                 -                        -                       -                       
Furniture & Fixtures CapEx -                       -                    -                 -                        -                       -                       
Equipment CapEx -                       -                    -                 -                        -                       -                       
Leasehold Improvements -                       -                    -                 -                        -                       -                       
Increase/(Decrease) in Fixed Assets (C) -                       -                    -                 -                        -                       -                       

Total Budget (Expenses plus Incr (Dec) in Fixed Assets (B+C) 1,316,374            1,423,961         (107,587)        6,289,038             6,936,543            (647,505)              

Change in Working Capital (Total Funding less Total Budget) ( A-B-C) 243,881$            (29,344)$         273,224$      (350,933)$             (1,358,075)$        1,007,142$         

FTEs 30.12 33.50 (3.38)              32.50 33.50 (1.00)                    
Headcount (RE Direct Staff YTD‐end Count) 28 32 -4 32 31 1

2,638,442            1,358,075         1,280,367      2,638,442             1,358,075            1,280,367            
243,881               (29,344)            273,224         (350,933)               (1,358,075)           1,007,142            

2,882,323            1,328,731         1,553,591      2,287,509             -                       2,287,509            

* Adjusted Beginning WC Balance to reflect 2011 true-up adjustments and to removed penalty payments received after June 30, 2011

Beginning WC - 01/01/2012*
Change to WC - 2012 YTD

Working Capital at 03/31/2012 and Projected 12/31/12



 
 
 

 
805 Las Cimas Pkwy, Suite 200 
Austin, Texas 78746 
Tel: (512) 583-4959   
 

MEMORANDUM 
To:   Michael Walker and Susan Turpen, NERC 

From:  Thuy Le, Accountant, Texas RE 

CC:  W Lane Lanford, President & CEO, Texas RE 

  Judy Foppiano, Finance & Accounting Mgr., Texas RE 

Date:   April 24, 2012 

Re:  1st Quarter Statement of Activities Report 

 ______________________________________________________________________  
 
Dear Mike and Susan, 
 
Texas Reliability Entity (Texas RE) has completed the analysis requirements to file the 1st 
Quarter, 2012 variance report for NERC’s use.  The budget comparison of actual and projected 
expenses is compared to the Approved 2012 Texas RE budget, as approved by NERC and 
FERC.  Texas RE is including variance explanations for those items that are greater than 
$10,000.  Texas RE believes that those variances that are less than the stated threshold would 
not be material to users of the financial information; however, Texas RE can provide additional 
information if needed.  The variances for the year are as follows: 
 
INCOME 
 

 Membership Dues (Actual $6,875 under budget) 
o Membership Dues is allocated evenly throughout the year. This is under budget 

due to the timing. Membership renewal will occur in the fall.  
 Workshops (Actual $7,500 under budget) 

o Workshop revenue is allocated evenly throughout the year.  It is anticipated that 
workshops will be held in May and October. 

 
EXPENSES 
 

 Personnel Expenses (Actual – $402K under budget year-to-date) 
o Salary expenses are approximately $261K under budget due to FTE vacancies 

year-to-date.  The vacancies are the result of timing of new hires and turnover. 
o Payroll taxes, Employee Benefits, and Savings and Retirement expenses are a 

function of payroll.  The variances are a result of FTE vacancies.  
 Meetings & Travel (Actual – $30K under budget year-to-date) 

o Meeting expenses are $10K over budget due to unbudgeted NERC meetings 
hosted in Austin.  These are: Enforcement, Sanctions and Mitigation Working 
Group (ESMWG), Compliance Monitoring Process Working Group (CMPWG), 
CIP Compliance Working Group (CCWG), ERO-Compliance and Enforcement 
Management Group (ECEMG), TFE Managers 

o Travel expenses are $38K under budget due to timing of audits and staff training. 
 Professional Services (Actual – $17K over budget year-to-date) 

o Professional Services is over budget due to unbudgeted CEO search at the end 
of 2011 to the first quarter of 2012. 
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 Depreciation (Actual – $13K over budget year-to-date) 
o Depreciation is higher than plan; expect this to continue throughout the year. 

 
 
FIXED ASSETS 
 

 Computer & Software CapEX (Actual – $83K under budget year-to-date) 
o Under budget due to positions remaining open and deferral of starting the 

Sharepoint project.  
 
 
As you are reviewing the enclosed report, please do not hesitate to contact me at 512.583.4961 
with questions or concerns. 
 
 
Best Regards, 
 
 
 
 
 
Thuy Le 
Accountant 
Texas Reliability Entity, Inc. 
805 Las Cimas Pkwy, Suite 200 
Austin, TX 78746 
www.texasre.org 



TEXAS RELIABILITY ENTITY, INC.
Statement of Activities

For Year-to-Date March 31, 2012
(Unaudited)

(In Whole Dollars)

 2012 YTD 
Actual 

 2012 YTD 
Budget 

 2012 YTD 
Variance 

Over(Under) %
 2012      

Projection 
 2012           

Budget 

2012 Projected 
Variance       

Over(Under) %
Funding

ERO Funding
ERO Assessments 2,375,967$     2,375,967$                      (0) 9,503,866$    9,503,866$                              -   
Penalty Sanctions 572,830          572,830                           -   572,830         572,830                                   -   
Membership Dues 6,875$                      (6,875) 27,500           27,500                                     -   
Testing Fees                  -   -                 -                                           -   
Services & Software                  -   -                 -                                           -   
Workshops 7,500                        (7,500) 30,000           30,000                                     -   
Interest 4,631              3,250                         1,381 13,000           13,000                                     -   
Miscellaneous -                                   -   -                 -                                           -   

Total Funding 2,953,427$     2,966,422$     (12,995)$      -0.44% 10,147,196$  10,147,196$      -$                  0.00%

Expenses
Personnel Expenses

Salaries 1,134,615$     1,395,952$           (261,337) 5,854,972$    5,854,972$                              -   
Payroll Taxes 93,519            147,317                  (53,798) 521,980         521,980                                   -   
Benefits 150,511          198,606                  (48,094) 806,045         806,045                                   -   
Retirement Costs 150,674          189,160                  (38,486) 799,971         799,971                                   -   

Total Personnel Expenses 1,529,320$     1,931,035$     (401,714)$    -20.80% 7,982,969$    7,982,969$        -$                  0.00%

Meeting Expenses
Meetings 19,528$          9,300$                     10,228 37,200$         37,200$                                   -   
Travel 61,135            98,796                    (37,661) 359,748         359,748                                   -   
Conference Calls 1,711              4,500                        (2,789) 18,000           18,000                                     -   

Total Meeting Expenses 82,374$          112,596$        (30,222)$      -26.84% 414,948$       414,948$           -$                  0.00%

Operating Expenses
Consultants & Contracts 69,225$          62,154$                     7,072 272,570$       272,570$                                 -   
Office Rent 116,265          124,750                    (8,485) 499,000         499,000                                   -   
Office Costs 78,765            85,353                      (6,588) 344,329         344,329                                   -   
Professional Services 206,086          189,130                   16,956 853,300         853,300                                   -   
Miscellaneous -                -                                -   -                -                                          -   
Depreciation 189,831         176,717                13,113 753,948       753,948                                  -   

Total Operating Expenses 660,172$       638,104$       22,067$      3.46% 2,723,147$   2,723,147$        -$                 0.00%

Total Direct Expenses 2,271,866$     2,681,735$    (409,869)$   -15.28% 11,121,065$ 11,121,065$      -$                 0.00%

Indirect Expenses (32,391)$       (52,664)$        20,273$      -38.49% (210,657)$     (210,657)$          -$                 0.00%

Other Non-Operating Expenses -$              -$               -$            -$               -$                   -$                 0.00%

Total Expenses 2,239,475$     2,629,071$    (389,596)$   -14.82% 10,910,408$ 10,910,408$      -$                 0.00%

Net Change in Assets 713,953$       337,351$       376,601$    112% (763,212)$     (763,212)$          -$                 0%

Fixed Assets
Depreciation (189,831)       (176,717)              (13,113) (753,948)      (753,948)                                 -   
Computer & Software CapEx 12,416           95,500                 (83,084) 382,000       382,000                                  -   
Furniture & Fixtures CapEx -                -                                -   -                -                                          -   
Equipment CapEx 3,435             -                          3,435 75,000         75,000                                    -   
Leasehold Improvements 1,734             -                          1,734 -                -                                          -   

Increase/(Decrease) in Fixed Assets (172,246)$     (81,217)$        (91,028)$     112% (296,948)$     (296,948)$          -$                 0%

Total Budget (Expenses plus Incr/(Dec) in Fixed Assets) 2,067,229$     2,547,853$    (480,624)$   -19% 10,613,460$ 10,613,460$      -$                 0%

Change in Working Capital (Total Funding less Total Budget) 886,198$       418,569$       467,629$    112% (466,264)$     (466,264)$          -$                 

FTEs                 50.6                58.0              (7.4)               58.0                    58.0                      -   

  
Beginning WC - 1/1/12        3,543,250       2,193,885    1,349,365      3,543,250           2,193,885         1,349,365 
Change to WC - 2012           886,198          418,569       467,629        (466,264)             (466,264)                      -   

Working Capital at 3/31/12 and Projected 12/31/12        4,429,448       2,612,454    1,816,994      3,076,986           1,727,621         1,349,365 
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Tricia Kritzberg 
Controller 

 
801-883-6866 

tkritzberg@wecc.biz 

 
April 26, 2012 

 

Mr. Michael Walker 
Chief Financial and Administrative Officer 
North American Electric Reliability Corporation 
3353 Peachtree Road, N.E. 
Suite 600, North Tower 
Atlanta, Georgia 30326 
 
 
RE: WECC Q1 2012 Statement of Activities and Variance Report 
 
 
 
Dear Mr. Walker: 
 
Attached is WECC’s first quarter Statement of Activities (unaudited) along with the requested 
variance report.  
 
If you have any questions or need additional information, please do not hesitate to contact me. 
 
Regards, 
 

  
 
 
Tricia Kritzberg 
Controller 
 

 

 

Enclosures 

cc: Jillian Lessner, Director of Finance 
 Susan Turpen, NERC Controller 
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Statutory Statement of Activities (Unaudited) 
For the One Quarter Ended March 31, 2012 

Variance Explanations 
 
Year-to-date variances greater than $10,000 and 10 percent are explained below. 

The explanations below pertain to all statutory activities, including costs funded by federal grants. 

 

FUNDING 
 Workshop Fees: $96,000 under budget YTD 

o Lower than anticipated attendance at workshops has resulted in lower workshop 
revenue. 

 Miscellaneous: $11,000 under budget YTD 
o In accordance with Generally Accepted Accounting Principles, WECC adjusts its 

investment account balances to fair market value. These adjustments result in 
unrealized gains or losses that roll into Miscellaneous funding. 

o The projected 2012 under-run of $43,000 also relates to lower-than-expected 
rates of return. 

EXPENSES 
 Employee Benefits: $164,000 under budget YTD 

o Training is under budget by $45,000 due to the utilization of more economic 
means of training, such as in-house training sessions. The variance is also the 
result of the timing of new hires. 

o Medical, dental, life, and other insurance are under budget by $69,000 due to the 
timing of hiring budgeted positions, normal turnover, and lower-than-budgeted 
enrollment among existing employees. 

o Other benefits are under budget by $50,000 due to the timing of new hires and 
normal turnover. 

 Savings & Retirement: $44,000 under budget YTD 
o Retirement costs are under budget due to the timing of new hires and normal 

turnover, and fluctuate with salaries. 
o The level of employee participation in the 401(k) plan is lower than budgeted. 

 Meetings: $47,000 under budget YTD 
o Meetings are under budget YTD and are projected to be under budget at year 

end due to increased use of the Salt Lake City meeting facilities instead of hotels.  
 Travel: $154,000 under budget YTD 

o Greater-than-budgeted use of the Salt Lake City meeting facilities has resulted in 
less travel by WECC employees. 
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 Conference Calls: $28,000 under budget YTD 
o Lower-than-budgeted use of conference calls has resulted in cost savings. 

 Consultants and Contracts: $1.06 million under budget YTD 
o Consultants and Contracts costs associated with the grants are under budget by 

$950,000 due to timing of work performed varying from the evenly-allocated 
budget. 

o Consultants and Contracts costs not associated with the grants are under budget 
by $110,000 as a result of timing variances related to the Base Case 
Coordination System project. 

 Professional Services 
o The projected 2012 under-run of $229,000 relates to higher-than-budgeted use 

of WECC employees instead of consulting services. 
 Depreciation: $918,000 under budget YTD 

o Depreciation is evenly allocated in the budget; however, actual depreciation is 
recorded in December as part of the Company’s year-end closing procedures, 
resulting in a timing variance. 

 Other Non-Operating Expenses: $28,000 under budget YTD 
o Other Non-Operating Expenses is under budget by $28,000 as a result of a 

lower-than-budgeted non-statutory overhead allocation for the first quarter. This 
allocation is based on the expenses in general and administrative departments, 
which was less than anticipated. 

FIXED ASSETS 
 Computer & Software CapEx: $907,000 over budget YTD 

o Computer & Software CapEx costs associated with the grants are over budget by 
$778,000 as a result of timing variances related to grant assets budgeted in 2011 
that were purchased in 2012. 

o Computer & Software CapEx costs not associated with the grants are over 
budget by $129,000 as a result of timing variances related to Reliability 
Coordination assets budgeted in 2011 that were purchased in 2012. 

o The projected 2012 under-run of $1.64 million relates to grant assets that were 
budgeted in 2012 but will not be purchased until 2013. 

 Equipment CapEx 
o The projected 2012 over-run of $1.27 million relates to grant assets budgeted in 

2011 that were purchased in 2012. 
 Leasehold Improvements 

o The projected 2012 over-run of $679,000 relates to grant assets budgeted in 
2011 that were purchased in 2012.  
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(In Whole Dollars)

 2012 YTD     

Actual 

2012 YTD      

Budget 

 2012 YTD 

Variance

Over(Under)  % 2012 Projection 

 2012 Annual 

Budget 

 2012 Projected 

Variance 

Over(Under)  %

Funding

   Assessments      36,977,492       36,977,492                              ‐    0.00% 36,977,492          36,977,492                                   ‐    0.00%

   Penalties        2,256,023         2,256,023                              ‐    0.00% 2,256,023            2,256,023                                     ‐    0.00%

Federal Grants        6,499,902         6,857,825                (357,923) ‐5.22% 28,908,559          27,431,300                     1,477,259  5.39%

   Testing                       ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   

   Services & Software                       ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   

   Workshop Fees            154,870             250,869                  (95,999) ‐38.27% 1,002,620            1,003,475                                 (855) ‐0.09%

   Interest              82,023               72,793                       9,230  12.68% 328,094                291,171                                 36,923  12.68%

   Miscellaneous              (8,273)                 2,426                  (10,699) ‐441.01% (33,093)                9,706                                    (42,799) ‐440.94%

Total Funding      45,962,037       46,417,428                (455,391) ‐0.98%            69,439,695         67,969,167                1,470,528  2.16%

Expenses

   Personnel Expenses

      Salaries        4,971,294         5,507,072                (535,778) ‐9.73% 22,911,305          22,440,789                         470,516  2.10%

      Payroll Taxes            441,274             449,293                     (8,019) ‐1.78% 1,880,637            1,832,319                             48,318  2.64%

      Employee Benefits            629,673             793,510                (163,837) ‐20.65% 2,935,373            3,220,423                        (285,050) ‐8.85%

      Savings & Retirement            329,749             374,097                  (44,348) ‐11.85% 1,553,960            1,525,325                             28,635  1.88%

Total Personnel Expenses        6,371,990         7,123,972                (751,982) ‐10.56%            29,281,275         29,018,856                    262,419  0.90%

   Meeting Expenses

      Meetings            200,956             247,473                  (46,517) ‐18.80% 871,656                1,119,205                        (247,549) ‐22.12%

      Travel            367,474             521,355                (153,881) ‐29.52% 1,733,918            2,085,420                        (351,502) ‐16.86%

      Conference Calls              22,614               50,140                  (27,526) ‐54.90% 100,411                200,560                            (100,149) ‐49.93%

Total Meeting Expenses            591,044             818,968                (227,924) ‐27.83%              2,705,985            3,405,185                 (699,200) ‐20.53%

   Operating Expenses

      Consultants and Contracts         3,894,084         4,949,743            (1,055,659) ‐21.33% 21,630,934          19,798,972                     1,831,962  9.25%

      Rent & Improvements            478,639             523,290                  (44,651) ‐8.53% 1,916,569            2,093,160                        (176,591) ‐8.44%

      Office Costs        1,388,803         1,508,921                (120,118) ‐7.96% 5,651,104            6,035,686                        (384,582) ‐6.37%

      Professional Services            240,150             232,990                       7,160  3.07% 703,223                931,961                            (228,738) ‐24.54%

      Miscellaneous                    (98)                        ‐                            (98) (98)                          ‐                                                (98)

      Depreciation                       ‐               918,150                (918,150) ‐100.00% 3,672,600            3,672,600                                     ‐    0.00%

Total Operating Expenses        6,001,578         8,133,094            (2,131,516) ‐26.21%            33,574,332         32,532,380                1,041,952  3.20%

Other Non‐Operating Expenses            (68,921)            (96,471)                    27,550  ‐28.56% (337,505)              (385,883)                               48,378  ‐12.54%

Total Expenses      12,895,691       15,979,563            (3,083,872) ‐19.30%            65,224,087         64,570,539                    653,548  1.01%

Net Change in Assets      33,066,346       30,437,865               2,628,481  8.64%              4,215,608            3,398,629                    816,979  24.04%

Fixed Assets

     Depreciation                       ‐            (918,150)                 918,150  ‐100.00% (3,672,600)          (3,672,600)                                    ‐    0.00%

     Computer & Software CapEx        1,417,784             511,250                  906,534  177.32% 5,434,440            7,071,228                     (1,636,788) ‐23.15%

     Furniture & Fixtures CapEx                       ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   

     Equipment CapEx                       ‐                           ‐                                ‐    1,266,566            ‐                                    1,266,566 

     Leasehold Improvements                       ‐                           ‐                                ‐    678,600                ‐                                        678,600 
Incr(Dec) in Fixed Assets 1,417,784       (406,900)        1,824,684           ‐448.44% 3,707,006            3,398,628         308,378                9.07%

Total Budget (Expenses plus Incr(Dec) in Fixed Assets)      14,313,475       15,572,663            (1,259,188) ‐8.09%            68,931,093         67,969,167                    961,926  1.42%

Change in Working Capital (Total Funding less Total Budget) 31,648,562    30,844,765    803,797               2.61% 508,602                ‐                      508,602               

FTEs              198.11               209.20                     (11.09) 218.20                  213.20                                        5.00 

 Headcount                199.00               215.00                     (16.00) 235.00                  225.00                                     10.00 

Beginning WC ‐ 1/1/12 10,617,979      9,750,967       867,012                10,617,979           9,750,967           867,012                

Change to WC ‐ 2012 31,648,562      30,844,765     803,797                508,602                 ‐                       508,602                

Working Capital at 3/31/12 and Projected 12/31/12 42,266,541      40,595,732       1,670,809               11,126,581             9,750,967           1,375,614              

 Western Electricity Coordinating Council 
 Statutory Statement of Activities 
 From 1/1/2012 to 3/31/2012 
 (Unaudited) 
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(In Whole Dollars)

 2012 YTD     

Actual 

2012 YTD      

Budget 

 2012 YTD 

Variance

Over(Under)  % 2012 Projection 

 2012 Annual 

Budget 

 2012 Projected 

Variance 

Over(Under)  %

Funding

   Assessments      36,977,492       36,977,492                              ‐    0.00% 36,977,492          36,977,492                                   ‐    0.00%

   Penalties         2,256,023         2,256,023                              ‐    0.00% 2,256,023            2,256,023                                     ‐    0.00%

Federal Grants                        ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   

   Testing                        ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   

   Services & Software                        ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   

   Workshop Fees            154,870             250,869                  (95,999) ‐38.27% 1,002,620            1,003,475                                 (855) ‐0.09%

   Interest               82,023               72,793                       9,230  12.68% 328,094                291,171                                 36,923  12.68%

   Miscellaneous               (8,273)                 2,426                  (10,699) ‐441.01% (33,093)                9,706                                    (42,799) ‐440.95%

Total Funding      39,462,135       39,559,603                  (97,468) ‐0.25%            40,531,136         40,537,867                      (6,731) ‐0.02%

Expenses

   Personnel Expenses

      Salaries         4,674,029         5,076,249                (402,220) ‐7.92% 21,729,248          20,717,494                     1,011,754  4.88%

      Payroll Taxes            419,620             412,183                       7,437  1.80% 1,792,801            1,683,876                           108,925  6.47%

      Employee Benefits            592,077             736,114                (144,037) ‐19.57% 2,785,252            2,990,840                        (205,588) ‐6.87%

      Savings & Retirement            310,529             343,536                  (33,007) ‐9.61% 1,476,077            1,403,078                             72,999  5.20%

Total Personnel Expenses         5,996,255         6,568,082                (571,827) ‐8.71%            27,783,378         26,795,288                    988,090  3.69%

   Meeting Expenses

      Meetings            198,061             239,115                  (41,054) ‐17.17% 860,074                1,035,917                        (175,843) ‐16.97%

      Travel            361,604             494,270                (132,666) ‐26.84% 1,710,439            1,977,080                        (266,641) ‐13.49%

      Conference Calls               21,175               44,090                  (22,915) ‐51.97% 87,116                  176,360                               (89,244) ‐50.60%

Total Meeting Expenses            580,840             777,475                (196,635) ‐25.29%              2,657,629            3,189,357                 (531,728) ‐16.67%

   Operating Expenses

      Consultants and Contracts             315,328             424,500                (109,172) ‐25.72% 2,497,873            1,698,000                           799,873  47.11%

      Rent & Improvements            478,639             511,754                  (33,115) ‐6.47% 1,916,569            2,047,016                        (130,447) ‐6.37%

      Office Costs         1,176,908         1,188,688                  (11,780) ‐0.99% 4,056,810            4,754,752                        (697,942) ‐14.68%

      Professional Services            240,150             216,334                     23,816  11.01% 703,223                865,336                            (162,113) ‐18.73%

      Miscellaneous                     (98)                        ‐                            (98) (98)                          ‐                                                (98)

      Depreciation                        ‐               918,150                (918,150) ‐100.00% 3,672,600            3,672,600                                     ‐    0.00%

Total Operating Expenses         2,210,927         3,259,426            (1,048,499) ‐32.17%            12,846,977         13,037,704                 (190,727) ‐1.46%

Other Non‐Operating Expenses            (68,921)            (96,471)                    27,550  ‐28.56% (337,505)              (385,883)                               48,378  ‐12.54%

Total Expenses         8,719,101       10,508,512            (1,789,411) ‐17.03%            42,950,479         42,636,466                    314,013  0.74%

Net Change in Assets      30,743,034       29,051,091               1,691,943  5.82%            (2,419,343)        (2,098,599)                (320,744) 15.28%

Fixed Assets

     Depreciation                        ‐            (918,150)                 918,150  ‐100.00% (3,672,600)          (3,672,600)                                    ‐    0.00%

     Computer & Software CapEx            640,639             511,250                  129,389  25.31% 550,212                1,574,000                     (1,023,788) ‐65.04%

     Furniture & Fixtures CapEx                        ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   

     Equipment CapEx                        ‐                           ‐                                ‐    1,047,344            ‐                                    1,047,344 

     Leasehold Improvements                        ‐                           ‐                                ‐    ‐                          ‐                                                  ‐   
Incr(Dec) in Fixed Assets 640,639           (406,900)        1,047,539           ‐257.44% (2,075,044)          (2,098,600)        23,556                   ‐1.12%

Total Budget (Expenses plus Incr(Dec) in Fixed Assets)         9,359,740       10,101,612                (741,872) ‐7.34%            40,875,435         40,537,867                    337,568  0.83%

Change in Working Capital (Total Funding less Total Budget) 30,102,395     29,457,991    644,404               2.19% (344,299)              ‐                      (344,299)              

FTEs               181.11               192.20                     (11.09) 201.20                  196.20                                        5.00 

 Headcount                 182.00               198.00                     (16.00) 218.00                  208.00                                     10.00 

 Western Electricity Coordinating Council 
 Statutory Statement of Activities without Federal Grants 
 From 1/1/2012 to 3/31/2012 
 (Unaudited) 



  Agenda Item 2e 
 Finance and Audit Committee 

  May 8, 2012 
 

 
Working Capital and Contingency Reserve Guidelines 

 
Action 
Review  
 
Background 
At its February 2012 meeting the committee requested that management develop and present 
recommendations with respect to a working capital policy and guidelines applicable to the use 
of contingency reserves which are not required to satisfy cash flow requirements or for 
categories of expenditures set forth in the company’s currently effective budget.  
 
This document sets forth management’s proposals with respect to: 

1. The establishment of the level of working capital reserves as part of the Business Plan 
and Budget process; 

2. Guidelines and authorities required to access budgeted levels of working capital 
reserves; and  

3. Guidelines and authorities required to reallocate budgeted expenditures (excluding 
working capital reserves) on an inter-year basis. 

 
Summary 
 
Establishing the Level of Working Capital and Operating Reserves 
Management recommends that a policy be adopted establishing four components to the 
company’s working capital requirements. These four components include (1) an amount 
necessary to satisfy projected cash flow and cash balance requirements, (2) an amount 
necessary to satisfy known contingencies where the specific timing and amount is uncertain, (3) 
an amount available to be utilized for unforeseen contingency and (4) excess funds applicable 
to the Personnel Certification and Operator Training Program. Each of these categories would 
be separately identified and quantified each year in the Business Plan and Budget submitted to 
the Board of Trustees for approval.   Each category is discussed further below. 

(1) 
Management recommends that certain funds be set aside for purposes of satisfying 
cash flow and cash balance requirements set forth and approved annually as part of the 
company’s business plan and budget. Annual cash flow and cash balance requirements 
would be determined based on a review of (a) projected cash flow needs over the 
budget year and (b) cash balances required to satisfy applicable covenants or other 
obligations contained in any loan or other agreement to which the company is a party. 

Projected Cash Flow and Cash Balance Requirements 

 



   

(2) 
Management also recommends that an operating reserve be created to provide funding 
for known contingencies specifically set forth in the business plan and budget but where 
the timing and amount of funding to satisfy the contingency when it materializes is 
uncertain. An example would be the need for additional resources to address a 
requirement or process where regulatory or other governmental authorizations or 
directives are pending or anticipated but an order has not yet been issued so the 
amount of the impact and timing is uncertain but management has nevertheless 
concluded that additional resources are likely to be required.  The projected resources 
or range of resources associated with such contingencies would be set forth and 
approved as part of the annual business plan and budget, providing opportunity for 
stakeholder review and comment on identified contingencies.  

Known Contingencies Where the Amount and Timing Are Uncertain 

(3) 
Management further recommends that an operating reserve be created to fund known 
unknown contingencies which were not anticipated at the time of preparation and 
approval of the business plan and budget. Examples of unforeseen contingencies might 
include supplemental resources required to assist in the evaluation of significant events 
affecting the bulk electric system such as the February Cold Weather Event and 
Southwest Outage. The need for funding for unforeseen contingencies has also 
previously arisen in connection with unforeseen regulatory directives and has been 
recognized by the FERC as an important consideration in the company’s determination 
of its working capital requirements.

Unforeseen Contingencies 

1

(4) 

  

Management also recommends that in the event the company realizes higher levels of 
funding from operator certification and training above incurred expenses, this excess 
funding will be added to working capital and set aside and used solely for operator 
training and certification needs as determined by the company and the Personnel 
Certification Governance Committee. This is consistent with the requirements of Section 
6.04.4.10 of the Rules of Procedure. Expenditures of these funds would be reported as 
part of the company’s quarterly variance reporting to the Finance and Audit Committee.  
Reports are also posted on the company’s website and reviewed on conference calls or 
meetings of the committee which are open to the public. 

Excess Funds applicable to the Personnel Certification and Operator Training Program 

 
Guidelines and Authorities for Accessing Working Capital and Operating Reserves for 
Contingencies 
 
The following guidelines and authorities will apply for accessing budgeted working capital and 
operating reserves. 

1.  Reserves required for cash flow and covenant requirements may be accessed by the 
chief financial and administrative officer with approval of the president and chief 
executive officer.   

 

                                                 
1 2010 ERO Budget Order (issued Oct. 15, 2009), 129 FERC ¶ 61,040, at P 24: “Working capital reserves provide readily available funds, which 

are available without a charge for or restriction on their use, to meet unforeseen expenditures.  The Commission is concerned about the risks 
and costs associated with NERC’s relying solely on a line of credit and not having available working capital reserves.” 



   
2. For known contingency reserves identified in the company’s approved Business Plan and 

Budget, management recommends that the company’s president and chief executive 
officer be vested with the authority to authorize such expenditures up to the amount 
set forth in the approved budget.  

3. For expenditure of budgeted contingency reserves for unforeseen resource needs 
management recommends that:  

i. The president and chief executive officer have authority to make expenditures up to 
$250,000. 

ii. For expenditures of budgeted contingency reserves for unforeseen resources 
greater than $250,000 and less than $500,000 prior approval of the Finance and 
Audit Committee would be required.  

iii. For expenditures of budgeted contingency reserves for unforeseen circumstances in 
excess of $500,000 approval of the Board of Trustees would be required, after notice 
to and recommendation by the Finance and Audit Committee. 

iv. For any expenditures of funds in excess of NERC-approved annual budget, inclusive 
of budgeted working capital and contingency operating reserves, approval of the 
Board of Trustees would be required, after notice to and recommendation by the 
Finance and Audit Committee. 

 
All expenditures of contingency funds would be subject to applicable company policies and 
procedures, including currently effective procurement policies and delegations of authority, 
and reported in the budget variance reports included in the quarterly open Finance and Audit 
Committee agenda materials. 
 
The procedures set forth in Section 1108 of the Rules of Procedure, including Board of Trustees 
and FERC approval, would continue to apply in circumstances where the company requires 
funding between normal annual budget cycles in excess of amounts available through approved 
assessments and working capital resources.   

 
Guidelines and Authorities Required to Reallocate Budgeted Expenditures on an Inter-year 
Basis 
During the course of the year events may unfold such that some approved budget areas are 
running below budget, freeing up funds that could be reallocated through the year in response 
to changing priorities.  Management recommends that where such underruns occur, the 
president and chief executive officer have the flexibility to reallocate resources under the same 
guidelines and authorities that are set out above for accessing budgeted reserves for 
unforeseen contingencies.  That is, discretion for allocation of amounts up to $250,000; 
approval from Finance and Audit Committee for amounts greater than $250,000 and less than 
$500,000 and approval from the Board of Trustees for amounts greater than $500,000. Any 
such reallocations would be reported in the budget variance reports included in the quarterly 
open Finance and Audit Committee agenda materials. 
 
  



   
Addition of Unbudgeted FTE Additions 
Any FTE additions, whether funded through use of working capital, contingency reserves or 
other funds, in excess of the total FTEs set forth in the company’s approved Business Plan and 
Budget for the applicable budget year will require approval of the Board of Trustees after 
review by the Corporate Governance and Human Resources Committee and the Finance and 
Audit Committee. 
   



 

 

Board of Trustees Finance and Audit 
Committee Mandate 
Approved by Board of Trustees:  August 4, 2011 

 
 

1. The Finance and Audit Committee (FAC) shall be composed of not less than three and not more 
than six trustees. 

 
2. The members of the FAC shall be appointed or reappointed by the Board of Trustees (Board) at the 

regular meeting of the board immediately following each annual meeting of the Member 
Representatives Committee. Each member of the FAC shall continue to be a member thereof until 
his/her successor is appointed, unless he/she shall resign or be removed or shall cease to be a 
trustee of the corporation. Where a vacancy occurs at any time in the membership of the FAC, it 
may be filled by the Board of Trustees. The president and chief executive officer of the corporation 
shall not be eligible for appointment to the FAC. 

 
3. The Board or, in the event of their failure to do so, the members of the FAC, shall appoint a chair 

from among their members. The FAC shall also appoint a secretary who need not be a trustee. 
 
4. The place of meetings of the FAC and the procedures at such meetings shall be the same as for 

regular board meetings of the corporation, or as determined by the members of the FAC, provided 
that: 

a) A quorum for meetings shall be a majority of the number of members of the FAC. 

b) The FAC shall meet as required and at least once per quarter. 
 

5. The duties and responsibilities of the FAC include: 

a) Ensuring management maintains the quality, credibility, and the objectivity of the corporation’s 
financial reports; 

b) Satisfying itself as to the adequacy and integrity of the supporting systems of internal 
accounting controls; 

c) Appointing, receiving reports from and monitoring the independent external auditor (auditor), 
who shall report to the FAC on behalf of the board for purposes of the annual independent 
audit and such other matters that may be assigned to the auditor from time to time; 

d) Reviewing and making recommendations to the Board with respect to the annual ERO (NERC 
and the Regional Entities) business plan and budget preparation and approval, including 
associated assessments, as well as any other special budget and assessments of the corporation 
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Board of Trustees Finance and Audit Committee Mandate 
Approved: August 4, 2011 
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or a regional entity, and such other matters as are deemed necessary and advisable by the FAC 
in connection with the preparation and approval thereof, in each case consistent with 
applicable requirements of the rules of procedure, applicable laws, rules, regulations and 
directives of governmental and regulatory authorities with jurisdiction. 

 
6. In fulfilling these duties and responsibilities, the FAC shall: 

a) Review and recommend for Board approval the corporation’s audited annual financial 
statements. This review will include: 

• Discussing  with management and the auditor  the adequacy and effectiveness of the 
internal accounting and financial controls, including the corporation’s system for monitoring 
and managing business risk; 

• Reviewing and discussing the audited financial statements of the corporation with 
management and the auditor, including their judgment about the accounting principles, the 
reasonableness of significant judgments and the clarity of the disclosures in the financial 
statements; 

• Reviewing with management, the auditor, and legal counsel the corporation’s procedures 
to ensure compliance with applicable laws and regulations, and any significant litigation, 
claim, or other contingency, including tax assessments, that would have a material effect 
upon the financial position or operating results of the corporation, as well as the disclosure 
or impact on the results of any such matters in the annual financial statements; 

• Discussing the results of the annual audit, any  matters required to be communicated to the 
FAC by the auditor under generally accepted auditing standards, and any other matters that 
the auditor feels should be communicated to the FAC; 

• Reviewing with the auditor any significant emerging accounting and reporting issues and 
their potential impact on the corporation’s financial statements; and 

• Meeting with the auditor, with and without management present, to discuss the results of 
the annual audit. 

  

b) Review and approve the auditor’s estimated annual audit fees and expenses.  

c) Review with management all interim and unaudited financial statements prepared for external 
distribution and recommend acceptance of any such statements to the Board. 

d) Review the financial aspects of the Corporation’s Form 990 prior to it being filed with the 
Internal Revenue Service. 

e) Review and recommend approval by the board of an investment policy governing the 
investment of funds held by the Corporation. 



 

Board of Trustees Finance and Audit Committee Mandate 
Approved: August 4, 2011 
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f) Review policies for the approval of senior management expenses, including those of the chief 
executive officer. 

g) Whenever it may be appropriate to do so, to retain and receive advice from experts, including 
independent legal counsel and independent public accountants, and to conduct or authorize 
the conduct of investigations into any matters within the scope of the responsibility of the FAC 
as the FAC may consider appropriate.  

h) Review this mandate on an annual basis and recommend to the Corporate Governance and 
Human Resources Committee any changes to this mandate that the FAC considers advisable. 

i) Complete a self-assessment annually to determine how effectively the FAC is meeting its 
responsibilities. 

j) Perform such other functions as may be delegated from time to time by the board. 
 
 



 

 

 

Risk Management and Internal Controls 
Subcommittee Mandate 
Approved by Board of Trustees:  [month] [day], 2012 
 

1. The Risk Management and Internal Controls Subcommittee (RMICS) shall be comprised of 
members of the corporation’s Finance and Audit Committee (FAC), the Chair of the Compliance and 
Certification Committee (CCC) and the Chair of the Regional Entity Management Group (REMG). In 
the event they are unavailable to attend a meeting, the Chairs of the CCC and REMG shall each be 
entitled to designate an alternate member of the CCC Executive Committee (Chair, Vice Chair and 
Subcommittee Chairs) and REMG, respectively, to attend and participate in RMICS meetings and/or 
conference calls in their absence. 

2. The chair of the FAC shall chair the RMICS. The RMICS shall also appoint a secretary who shall be an 
employee of the corporation who is not a RMICS member. The chief executive officer, chief 
financial and administrative officer and such other employees of the corporation or other 
individuals as the chair of the RMICS deems advisable may attend the meetings of the RMICS. 

3. The place of meetings of the RMICS and the procedures at such meetings shall be as determined by 
the members of the RMICS, provided that: 

(a) A quorum for meetings shall be a majority of the number of members of RMICS. 

(b) It shall meet as required and at least once per quarter. 

(c) The meetings of the RMICS will be closed given the sensitive nature of the material discussed. 

(d) The RMICS may, at the discretion of the chair and with notice to the RMICS members, meet in 
special session with only trustees of the corporation present.  

4. Given the sensitive and confidential nature of the material reviewed and discussed by the RMICS, 
the members of the CCC Executive Committee and the REMG shall be required to enter into 
confidentiality agreements with the corporation in a form approved by the RMICS. 

5.   The duties and responsibilities of the RMICS include: 

(a) Assisting the FAC in reviewing, making recommendations to the Board of Trustees and 
overseeing the development and implementation of internal risk management and internal 
control strategies, policies, procedures and mitigation programs. 

(b) Providing oversight and direction to the design and implementation of risk management 
practices which ensure: 

i. Best practices are incorporated; 

ii. That management understands and accepts its responsibility for identifying, assessing and 
managing risk;  
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Risk Management and Internal Controls Subcommittee Mandate 2 

iii. That risk assessments are performed periodically and completely; and 

iv. That adequate and effective risk mitigation strategies are in place. 

(c) Monitoring and assessing the adequacy of: 

i. The corporation’s compliance with internal operating procedures and controls , as well as corporate 
ethics policies, codes of conduct, and conflicts of interest;  

ii. The corporation’s and the eight Regional Entities’ compliance with the Rules of Procedure (ROP), as 
well as applicable FERC and other governmental authorizations, regulations and orders; 

iii. Regional Entities’ performance of obligations under the delegation agreements between the 
Regional Entities and the corporation; and 

iv. Risk mitigation practices adopted by the corporation. 

(d) Coordinating with the CCC with respect to the CCC’s execution  of its responsibilities under applicable 
FERC orders, the Rules of Procedure and CCC Charter, including: 

i. Monitoring NERC’s compliance with the reliability standards that apply to NERC; 

ii. Establishing procedures for monitoring  NERC’s compliance with the ROP, for standards 
development, compliance monitoring and enforcement, and the organization registration and 
certification program; 

iii. Overseeing NERC’s performance of an independent audit of its compliance monitoring and 
enforcement and organization registration and organization certification programs; and 

iv. Sharing information in order to leverage RMICS and CCC activities to maximize the benefits of both 
internal review and independent review perspectives. 

(e) Overseeing the establishment and implementation of internal audit and risk management capability to 
ensure that risks are being systematically identified and appropriate control procedures established and 
implemented. 

(f) Providing recommendations regarding resource requirements in connection with the annual business 
plan and budget process. 

(g) Preparing reports to the Board of Trustees no less than annually and at such other times as deemed 
necessary in the judgment of the chair of the RMICS regarding: 

i. The magnitude of all material risks to the corporation; 

ii. The processes, procedures and controls in place to manage material risks; and 

iii. The overall effectiveness of the risk management and internal controls process. 

(h) Reviewing this mandate annually and recommending to the corporation’s Corporate Governance and 
Human Resources Committee such changes that the RMICS considers advisable. 

(i) Completing a self-assessment annually regarding the subcommittee’s effectiveness. 

(j) Performing such other functions which may from time to time be delegated or assigned by the Board of 
Trustees or FAC. 

 



 

 

2012 Risk Management and Internal 
Controls Subcommittee (RMICS) Work Plan 
 
1. Finalize Charter, post for stakeholder comment, submit to Corporate Governance and 

Human Resources Committee (CGHRC) for review and obtain Board of Trustees approval.  

• Target May CGHRC conference call and May Board of Trustees meeting. 

2. Develop schedule for RMICS meetings. 

3. Develop a plan for RMICS and NERC Compliance and Certification Committee (CCC) coordination, 
include one meeting per year with the CCC Executive Committee (Chair, Vice Chair and 
Subcommittee Chairs) to discuss and coordinate RMICS work plan and CCC work plan. 

4. Create inventory of operating procedures and controls, ethics, conflict of interest, codes of 
conduct, corporate, contract, Rules of Procedure and regulatory requirements, as well as other 
items, for detailed risk analysis. 

• Focus will be limited to NERC, but will include pertinent aspects of the Regional Delegation 
Agreements and Compliance Monitoring and Enforcement Program delegated functions to the 
Regional Entities (RE). 

5. Develop templates for gathering and inventorying risk information, including likelihood of risk 
being realized, potential impacts and mitigation measures. 

6. Create a list of NERC personnel to provide, as well as other sources of, risk and risk mitigation 
information. 

7. Establish procedures and protocols for collection of risk and risk mitigation information, including 
quality control review of information and monitoring of risk exposures and mitigation activities. 

8. Establish appropriate Information Technology processes and systems to support RMICS activities, 
to include protection of information as necessary. 

9. Develop audit programs; for NERC and RE oversight.  

10. Develop short and long-term resource and budget forecasts for input into ERO business plan and 
budget process, including an evaluation of the: 

• Use of NERC Compliance Operations and Critical Infrastructure Protection audit resources to 
support the risk management and internal controls framework. 

• Integration of CCC NERC Rules of Procedure oversight activities into the risk management and 
internal controls framework. 

• The structure and use of RE and external consulting resources. 

11. Commence gathering risk and risk mitigation information and provide an initial assessment of risk 
and risk mitigation information. 

12. Provide periodic updates to the NERC Board of Trustees, in no event less than annually (closed 
session). 
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