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Agenda
Board of Trustees

May 11, 2011 | 8 a.m.—12:00 p.m. ET
The Westin Arlington Gateway

801 Glebe Road

Arlington, VA

703-717-6200

Introductions and Chair's Remarks

NERC Antitrust Compliance Guidelines and Public Meeting Notice

Consent Agenda* — Approve
1. Minutes
a. March 10, 2011 Conference Call
b. February 17, 2011 Meeting
2. Committee Membership Appointments and Changes
a. Standing Committee Membership Changes
b. MRC Representatives to the Board Nominating Committee

3. Future Meetings

Regular Agenda

4. Comments by Commissioner John Norris

5. Comments by Commissioner Cheryl LaFleur
6. President’s Report

7. Reliability Standards*

a. Rules of Procedure Appendix 3B — Election Procedure for Members of NERC
Standards Committee — Approve

e Standards Committee Charter Revisions
b. Rules of Procedure Appendix 3D — Registered Ballot Body Criteria — Approve

c. ReliabilityFirst Corporation Regional Standards Development Procedure Version
3-b — Approve
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8. Amendments to NPCC Bylaws, Regional Reliability Standards Development
Procedure and Compliance Monitoring and Enforcement Program — Approve

9. Northeast Power Coordinating Council, Inc. — Western Electricity Coordinating
Council — Compliance Enforcement Authority Agreement — Approve

10. Update to NERC Membership Roster — Approve
11. Regulatory Update — Review

12. The North American Transmission Forum’s Role in Reliability — Don Benjamin

Standing Committee Reports (Agenda Item 13)*

a. Compliance and Certification Committee

i. Committee Report

ii. Request For Action

i

Critical Infrastructure Protection Committee

Member Representatives Committee

c
d. Operating Committee

Personnel Certification Governance Committee

o

bl

Planning Committee

g. Standards Committee
h

Electricity Sub-Sector Coordinating Council

Forum and Group Reports (Agenda Item 14)

North American Energy Standards Board

Q

o

Regional Entity Management Group

North American Transmission Forum

o

d. North American Generator Forum

Board Committee Reports
15. Corporate Governance and Human Resources

16. Compliance
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17. Finance and Audit
a. Approve 2010 Audited Financial Statements*
b. Accept Statement of Activities
c. Update on Draft 2012 Business Plan and Budget

d. Report to Board Regarding Review of Financial Aspects of Form 990 (No Board
Action Required)

18. Standards Oversight and Technology

*Background material included.

Board of Trustees Agenda
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Antitrust Compliance Guidelines

l. General

Itis 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.

Il. Prohibited Activities

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

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

e Discussions of a participant’s marketing strategies.

e Discussions regarding how customers and geographical areas are to be divided
among competitors.
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e Discussions concerning the exclusion of competitors from markets. ‘

e Discussions concerning boycotting or group refusals to deal with competitors,
vendors or suppliers.

e Any other matters that do not clearly fall within these guidelines should be
reviewed with NERC’s General Counsel before being discussed.

lll. Activities That Are Permitted

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

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

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

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

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

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

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

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

e 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.

Antitrust Compliance Guidelines 2
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Draft Minutes
Board of Trustees Conference Call

March 10, 2011 | 2 p.m. EST

Agenda ltem 1a
Board of Trustees Meeting
ay 11, 2011

Chairman John Q. Anderson convened a duly noticed open meeting by conference call ™\~
of the Board of Trustees of the North American Electric Reliability Corporation on
March 10, 2011 at 2:00 p.m., EST. As required by the bylaws of the Corporation, dial-in
listen-only access was provided to members of the Corporation and the public for the
meeting. The agenda is attached as Exhibit A.

Trustees present on the call in addition to Chairman Anderson were Vicky Bailey, Paul
Barber, Tom Berry, Janice Case, Fred Gorbet, David Goulding, Ken Peterson, Bruce Scherr,
Jan Schori, Roy Thilly and President and CEO Gerry Cauley. Also present were Allen Mosher,
chair of the Standards Committee, and Dave Nevius, Tina McClellan, Herb Schrayshuen, Phil
Tatro, David Taylor, Tom Galloway, Mallory Huggins, Holly Hawkins, and David Cook of NERC
staff. Additional attendees are listed in Exhibit B.

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

Standards Development Plan

Herb Schrayshuen presented the updated 2011-2013 Standards Development Plan.
Following discussion among the trustees, on motion of Ken Peterson the board approved
the updated plan and directed staff to file the updated plan with the Federal Energy
Regulatory Commission and applicable governmental authorities in Canada for
informational purposes.

Supplemental Violation Severity Level Modifications

Herb Schrayshuen presented supplemental modifications to NERC’s March 5, 2010 Violation
Severity Level filing. On motion of Dave Goulding, the board approved the supplemental
modifications for filing with FERC.
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Critical Infrastructure Protection VRFs and VSLs
Herb Schrayshuen presented for approval the comprehensive list of violation risk factors
(VRFs) and violation severity levels (VSLs) for the CIP Reliability Standards Versions 2, 3, and
4 for filing with the FERC and applicable governmental authorities in Canada. On motion of
Fred Gorbet, the board approved the comprehensive list of VRFs and VSLs as presented.

PRC-023 — Relay Loadability and NERC Rules of Procedure Section 1700 — Challenges
to Determinations

Herb Schrayshuen presented for approval the proposed PRC-023-2 — Transmission Relay
Loadability Reliability Standard, associated implementation plan, and a proposed Section
1700—Challenges to Determinations section to be added to the NERC Rules of Procedure,
as directed by the FERC in Order No. 733 and Order No. 733-A. Following discussion among
the trustees, on motion of Paul Barber, the board approved PRC-023-2, the associated
implementation plan and proposed new Section 1700 to the NERC Rules of Procedure, as
presented.

Response to FERC Order on Three-Year ERO Performance Assessment

Dave Nevius presented for approval the draft NERC response to FERC’s September 16, 2010
order on NERC’s three-year performance assessment. Following discussion among the
trustees, on motion of Vicky Bailey the board approved the draft NERC response
substantially in the form presented.

There being no further business, the call was terminated at 2:55 p.m.
Submitted by,

el VA

David N. Cook
Secretary
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Agenda
Board of Trustees Conference Call

March 10, 2011 | 2:00-3:00 p.m. ET
Dial-In: 800-954-1051
Code: No Code Needed

Introductions and Chair’s Remarks
NERC Antitrust Compliance Guidelines

Agenda

1. Reliability Standards* — Approve
a. Reliability Standards Development Plan: 2011-2013
b. Supplemental Violation Severity Level Modifications

c. CIP Reliability Standards Versions 2, 3, and 4 Violation Risk Factors and Violations Severity
Levels

d. PRC-023 - Relay Loadability Reliability Standard and NERC Rules of Procedure Section
1700 - Challenges to Determinations

2. Response to FERC Order on Three-Year ERO Performance Assessment* — Approve

*Background materials enclosed.
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Reservation Number: 21514627
Chair Person: John Q Anderson

Board od Trustees Conference Call

Company Name: N AMER ELECTRIC RELIABILITY CORP

| First Name || Last Name || Company
1 John Anderson N/A
2 Guy Andrews Georgia System Operation
3 Vicky Bailey N/A
4 Paul Barber N/A
5 Thomas Berry N/A
6 Travis Borrini Ameren Missouri
7 Patrick Brown Canadian Electricity Assoc
8 Joseph Bucciero NERC
9 Janice Case N/A
10 Carol Chinn American Transmission Co
11 Mark Cole Autry Horton Cole LL P
12 Tom Connell IMPA
13 David Cook N/A
14 Ed Davis Entergy
15 Claudia Deneen El Paso Electric
16 David Dockery AECI
17 Barbara Doland NERC
18 Andy Dressel NERC
19 David Dworzak EEI
20 Sharon Flores Alliant Energy
21 William Gallacher Vermont Public Power
22 Tim Gallagher Reliability First Corp
23 Tom Galloway N/A
24 Fred Gorbet N/A
25 David Goulding NERC
26 Barry Green Barry Green Consulting
27 Howard Gugel NERC
28 Donna Johnson OPC

Reservation Date/Time: 03-10-2011 14:00 ETN
Total Number of Lines: 68

Exhibit B
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29 Don Jones Texas Reliability Entity

30 Andre Komissarov San Diego Gas & Electric
31 Michael Kuhl Duke Energy

32 Michael Lombardi North East Utilities

33 Kim Long Duke Energy

34 Chuck Mattews BPA

35 Bob Mattey Ohio Valley Electric Corp
36 Angela McCarroll Southwest Generation
37 Tina McClellan N/A

38 Patti Metro NECA

39 Kasia Mihalchuk Manitoba Hydro

40 Jake Miller Dynergy

41 Micheal Moon NERC

42 Allen Mosher N/A

43 Brian Murphy NERC

44 Steven Naumann Exelon

45 David Nevius N/A

46 Lee Pedowicz NPCC

47 Kayleigh Peters Lincoln Electric Sys

48 Ken Peterson N/A

49 Gil Prego TND

50 Brenda Prokop Xcel Energy

51 Ted Risher Energy Grp

52 Dan Roethemeyer Dynegy

53 Eric Ruskamp Lincoln Electric Sys

54 Bruce Scherr NERC

55 Jan Schori N/A

56 Herb Schrayshuen N/A

57 Ed Schwerdt NPCC

58 Hertel Shamash Dayton Power & Light
59 Bob Solomon Hoosier Energy

60 Shawna Speer Duke Energy

61 Tracey Stewart Southwestern Power & Admin

62 PHILIP Tatro N/A



63 Roy
64 Roy
65 Serene
66 Felicia
67 Bbrad
68 Guy

Thilly

Tued

Wilson Archie
Withers
Young

Zito

N/A

Aces Entire Marketing
PECO

Duke Energy
LGEKU

NPCC
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Draft Minutes
Board of Trustees

February 17, 2011 | 8:00 a.m.-12:00 p.m. MT
Hyatt Regency Phoenix

122 N. Second Street

Phoenix, AZ

Chairman John Q. Anderson called to order a duly noticed meeting of the North
American Electric Reliability Corporation Board of Trustees on February 17, 2011 at
8 a.m., local time, and a quorum was declared present. The announcement, agenda,
and list of attendees are attached as Exhibits A, B, and C respectively. He welcomed to
the board newly elected independent trustee Roy Thilly.

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

Executive Session

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

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

Minutes
The board approved the following draft minutes (Exhibit D):

e January 24, 2011 — Conference Call

January 7, 2011 — Action Without a Meeting

December 16, 2010 — Conference Call

November 19, 2010 — Conference Call
November 4, 2010 — Meeting, Atlanta, GA

116-390 Village Blvd.
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Committee Membership Appointments and Charter Changes
The board approved the proposed nominations to the membership of the Personnel
Certification Governance Committee, the Compliance and Certification Committee, and
the Critical Infrastructure Protection Committee (Exhibit E).

Future Meetings
The board approved February 22-23, 2012 in Phoenix, Arizona as a future meeting date
and location.

President’s Report

Mr. Cauley opened his report by addressing and clarifying his remarks regarding the
LIDAR presentation from the Member Representatives Committee meeting. Mr. Cauley
believes the report was exceptional and that it was an exceptional response from the
organization. His enthusiasm towards the report is due to the responsiveness and
aggressiveness to the issue at hand not stating the industry should be taking lines out of
service. Mr. Cauley stated his intention is to endorse sustainable maintenance
inspections.

In addition, Mr. Cauley stated that NERC continues to move toward better standards
and better standards development processes. NERC is on a solid platform with its
collaboration efforts with the federal government and industry that will enhance the
credibility of NERC and secure the North American grid, he said. Mr. Cauley also
provided an overview of the FERC February 8 technical conference on reliability noting
the high value of the day-long conference.

Mr. Cauley ended his report expressing his hope that there could be a “State of
Reliability” update provided to the Commission by NERC and FERC’s Office of Energy
Reliability on an annual basis.

Status Report on NERC’s Relations in Canada

Mr. Ric Cameron, NERC’s Canadian affairs representative, gave a presentation
highlighting activities in the eight Canadian provinces. Mr. Cameron provided a
background history for context, reported on the state of play on reliability and NERC
priorities across Canadian jurisdictions, and ended his report addressing the issues
presently at play in Canada. Mr. Cameron’s presentation is attached here as Exhibit F.

Election and Appointment of Officers
On the motion of Bruce Scherr, the board elected the following officers for 2011: John
Q. Anderson as Chairman of the Board; Tom Berry as Vice Chairman; and Gerry Cauley
as President and Chief Executive Officer.

On the recommendation of CEO Gerry Cauley and the motion of Ken Peterson, the
board appointed the following additional officers:
e David Nevius, Senior Vice President

e Tom Galloway, Senior Vice President and Chief Reliability Officer

Board of Trustees Draft Meeting Minutes 2
February 17, 2011
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e David Cook, Senior Vice President, Corporate Secretary and General Counsel

e Michael Walker, Senior Vice President and Chief Financial and Administrative
Officer

e Lynn Costantini, Vice President and Chief Information Officer

e Herb Schrayshuen, Vice President and Director of Standards

e Mark Weatherford, Vice President and Chief Security Officer

e Janet Sena, Vice President and Director of Policy and External Affairs

e Mark Lauby, Vice President and Director of Reliability Assessment and
Performance Analysis

e Julie Morgan, Assistant Secretary and Assistant Treasurer

ERO Enterprise Strategic Direction
Gerry Cauley reviewed the ERO’s vision and strategic direction through 2015. Mr.
Cauley cited seven goals:

Goal 1: The ERO will have clear, results-based reliability standards that provide for
an adequate level of bulk power system reliability.

Goal 2: Bulk power system owners, operators, and users will demonstrate sustained
cultures of learning and reliability excellence, built upon underlying foundations of
compliance and effective risk management and mitigation.

Goal 3: The ERO will develop and maintain effective reliability performance
measures and will continue to develop high quality reliability assessments based on
long range and seasonal forecasts, as well as emerging issues.

Goal 4: Bulk power system owners, operators, and users will effectively manage risks
from cyber and physical attacks and other high-impact, low-frequency events.

Goal 5: The ERO will balance the role of being a strong, independent enforcement
authority, with one of providing owners, operators and users timely and transparent
feedback on compliance and effective incentives for improving reliability.

Goal 6: NERC and the regional entities will execute statutory functionsin a
collaborative enterprise and thereby achieve efficiencies and effective process
controls while leveraging the expertise of staff and reliability stakeholder resources.

Goal 7: The ERO will maintain an exceptional reputation as the trusted leader of the
reliability community and instill a high degree of confidence in the reliability of the
bulk power system.

Board of Trustees Draft Meeting Minutes 3
February 17, 2011



NERC

E——
NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

Mr. Cauley stated that there are objectives assigned to each goal to provide direction
and aid in successful achievement of each (full report attached here as Exhibit G).

Chair Anderson asked the Trustees for comments. Several trustees provided comments
and recommendations to Mr. Cauley ending with the consensus that it is a well thought
out plan and good direction for NERC to follow.

Reliability Standards

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

Project 2007-04 — Certifying System Operators
On motion of Ken Peterson, the board approved the following resolutions:

RESOLVED, that the board approves the proposed PER-003-1 — Operating Personnel
Credentials Standard;

FURTHER RESOLVED, that the board approves the associated implementation plan,
which provides the following:

(1) The retirement of the PER-003-0 Reliability Standard upon the effectiveness
of PER-003-1; and

(2) An effective date of the first calendar day of the first calendar quarter twelve
months after applicable regulatory approval in those jurisdictions where
regulatory approval is required, or, in those jurisdictions where no regulatory
approval is required, the standard shall become effective on the first day of
the first calendar quarter twelve months after Board of Trustees adoption;

FURTHER RESOLVED, that the board approves the proposed Violation Risk Factors and
Violation Severity Levels for the proposed PER-003-1 Reliability Standard;

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

Project 2009-17 — Interpretation of PRC-004-1 and PRC-005-1
On motion of Bruce Scherr, the board approved the following resolutions:

RESOLVED, that the board approves the proposed interpretations PRC-004-1 — Analysis
and Mitigation of Transmission and Generation Protection System Misoperations,
Requirements R1 and R3, and PRC-005-1 — Transmission and Generation Protection
System Maintenance and Testing, Requirements R1 and R2, requested by Y-W Electric
Association and Tri-State Generation and Transmission Association;

Board of Trustees Draft Meeting Minutes 4
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FURTHER RESOLVED, that NERC Staff shall make the appropriate filings with ERO
governmental authorities.

Standards Development Program Prioritization for 2011-2013

Following extended discussion of the prioritization of standards development, the
consensus of the board was to endorse the prioritization efforts and approach being
following by the Standards Committee. The board will consider formal approval of the
2011-2013 standards development plan during a conference call meeting to be held in
March 2011.

CIP-001-1 - Sabotage Reporting TRE Regional Variance
On motion of Ken Peterson, the board approved the following resolutions:

RESOLVED, that the board adopts Texas Reliability Entity’s proposed regional variance to
CIP-001-1 — Sabotage Reporting, Section E, that expands the applicability of the
continent-wide standard to include Generator and Transmission Owners within the
Texas Interconnection;

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

Project 2010-11 — TPL Table 1, Footnote b
On motion of Jan Schori, the board approved the following resolutions:

RESOLVED, that the board approves the following proposed reliability standards and
associated documents:

(1) TPL-001-1 — System Performance Under Normal (No Contingency) Conditions
(Category A);

(2) TPL-002-1b — System Performance Following Loss of a Single Bulk Electric
System Element (Category B);

(3) TPL-003-1a — System Performance Following Loss of Two or More Bulk
Electric System Elements (Category C); and

(4) TPL-004-1 - System Performance Following Extreme Events Resulting in the
Loss of Two or More Bulk Electric System Elements (Category D);

FURTHER RESOLVED, that the board approves the associated implementation plan,
which includes:

(1) Retirement of TPL-001-0.1, TPL-002-0b, TPL-003-0a, and TPL-004-0 upon the
effectiveness of TPL-001-1, TPL-002-1b, TPL-003-1a, and TPL-004-1;

Board of Trustees Draft Meeting Minutes 5
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(2) The application of revised Footnote ‘b’ in Table 1 will take effect on the first
day of the first calendar quarter, 60 months after applicable regulatory
approval. In those jurisdictions where no regulatory approval is required, the
effective date will be the first day of the first calendar quarter, 60 months
after Board of Trustees approval;

(3) The existing Footnote b remains in effect until the revised Footnote b
becomes effective;

(4) All other requirements remain in effect in accordance with the effective date
provisions of previous approvals;

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

PRC-023 — Relay Loadability
Mr. Schrayshuen provided a status report on the relay loadability project, which will be
presented to the board for action at a future meeting.

Bulk Electric Power System Definition — Policy Issues and Questions

Trustees engaged in a discussion of some of the policy issues and questions related to
the proposed BES definition changes. Mr. Cauley advised the board of a creation of an
MRC task force that will work on certain of the policy issues associated with the
proposed change in definition.

Transmission Availability Data System (TADS) Event Type Data Collection

Mr. Mark Lauby, vice president and director of reliability assessment and performance
analysis reviewed the proposed expansion of the Transmission Availability Data System
(TADS) Event Type data collection, as approved by the Planning Committee in December
2010. On motion of Gerry Cauley, the board approved the following resolutions:

RESOLVED, that the board approves the expansion of the Transmission Availability Data
System (TADS) Event Type Data collection, which was approved by the Planning
Committee in December 2010 and specific changes are detailed in the TADS Working
Group letter to Planning Committee dated November 12, 2010
(http://www.nerc.com/docs/pc/tadswg/PC Agenda Item 6.i.1 -

TADSWG letter to PC.pdf);

FURTHER RESOLVED, that the board directs that this enhanced data collection wiill
commence on January 1, 2012.

Nebraska Entities’ Request to Transfer Compliance Registration

Mr. Cook reviewed the request of Nebraska Public Power District (NPPD), Omaha Public
Power District (OPPD), City of Hastings, and City of Grand Island (collectively, Nebraska
Entities) to transfer their compliance registration from the Midwest Reliability

Board of Trustees Draft Meeting Minutes 6
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Organization (MRO) to Southwest Power Pool Regional Entity (SPP RE) stating possible
outcomes would include approving the request for a transfer and amendment of the
two delegation agreements that NERC has with SPP RE and MRO, approving the request
with conditions, or denying the request.

Representatives of SPP RE (Stacy Dochoda) and NPPD (Tim Arlt) then presented their
views to the trustees orally in favor of amending the delegation agreements and
approving the transfer request. Representatives of MRO (Dan Skaar) and Lincoln
Electric System (Doug Curry) then presented their views orally to the trustees in
opposition to amending the delegation agreements and approving the transfer request.
SPP RE also provided further comments in rebuttal.

Trustees then engaged in an extended discussion of the issues, including asking
questions of the parties to further explain their positions. Following that extended
discussion, Ken Peterson moved to approve the proposed transfer and the proposed
amendments to the two delegation agreements, subject to the conditions contained in
the draft decision previously circulated to the board. Five trustees voted in favor of the
motion; six trustees voted against the motion. Roy Thilly recused himself from
participation in the matter. The motion failed, and the board did not approve the
proposed request for a transfer of registration or the proposed amendments to the
delegation agreements with MRO and SPP RE.

Compliance Filing re Regional Delegation Agreements

David Cook reviewed the Compliance Filing in Response to October 21, 2010 Order
Approving Revised Delegation Agreements. On motion of Bruce Scherr, the board
approved the following resolutions:

RESOLVED, that the board approves the compliance filing in response to the Federal
Energy Regulatory Commission’s October 21, 2010 Order Approving Revised Amended
and Restated Delegation Agreements, including revisions to the delegation agreements,
to the bylaws of FRCC and MRO, and to NERC’s Rules of Procedure, substantially in the
form set out in Attachments 1, 2, 3, 4, and 5 to the agenda background material;

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

Amendment to WECC Compliance Monitoring and Enforcement Program

Mr. Cook then reviewed the proposed amendment to the WECC Compliance Monitoring
and Enforcement Program for inclusion in the compliance filing in response to the
October 21, 2010 Order approving the Revised Amended and Restated Delegation
Agreements. On motion of Paul Barber, the board approved the following resolutions:

RESOLVED, that the board approves the proposed amendment to the WECC Compliance
Monitoring and Enforcement Program for inclusion in the compliance filing in response
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to the October 21, 2010 Order approving the Revised Amended and Restated Delegation
Agreements;

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

Committee, Group, and Forum Reports

Compliance and Certification Committee

Chair Clay Smith’s report summarized the key activities of the Compliance and
Certification Committee (CCC) and its associated subgroups in support of the NERC
mission and goals and the CCC charter. Mr. Smith reviewed that the CCC completed
two spot checks at NERC’s Princeton headquarters and that applicable reports have
been prepared, reviewed with NERC staff and submitted to the board. Further, Mr.
Smith reviewed that the CCC is developing criteria for two more spot checks this year.
The CCC and NERC will be meeting to discuss how the process is working and if the right

categories are being identified and reviewed. Mr. Smith’s full report is attached as
Exhibit H.

Critical Infrastructure Protection Committee

Barry Lawson, Chair, provided a brief overview of the summary report presented to the
board in advance of the meeting (attached as Exhibit I). Highlights of the CIPC activities
are:

1. Business Continuity Guideline Task Force (BCGTF). The BCGTF is currently
assigned the task of updating and combining three CIPC business continuity-
related guidelines into one electricity sector-specific guideline for industry use.

2. Control Systems Security Working Group (CSSWG). The CSSWG is currently
assigned the task of updating and combining nine CIPC control system-related
guidelines into one or two electricity sector-specific guidelines for industry use.
The CSSWG has also been assigned the work of the Cyber Attack Task Force
under the Coordinated Action Plan mentioned above.

3. Protecting Sensitive Information Guideline Task Force (PSIGTF). The PSIGTF is
currently assigned the task of updating the CIPC Protecting Sensitive Information
Guideline to take into consideration recent developments and to make it more
electricity sector specific.

4. Substation Guideline Task Force (SGTF). The SGTF is currently assigned the task
of updating the CIPC Physical Security Substation Guideline to take into
consideration recent developments and to make it more electricity sector-
specific.

Member Representatives Committee
Chair Ed Tymofichuk reported to the board a summary of the matters presented during
the Member Representatives Committee.
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Operating Committee
Chair Sam Holeman provided a summary report on the key activities of the Operating
Committee (OC) and its associated subcommittees in support of the NERC and OC
mission and corporate goals. The full report is attached as Exhibit J.

Personnel Certification Governance Committee
The Personnel Certification Governance Committee written report is attached as
Exhibit K.

Planning Committee

Chair Tom Burgess reported on the key activities of the Planning Committee (PC) and its
associated subcommittees in support of the NERC and PC mission and corporate goals.
The full report is attached as Exhibit L.

Regional Entity Management Group

Tim Gallagher, reported on the key activities of the Regional Entity Management Group
highlighting such areas as Standards, Compliance, improving the Events Analysis
process, implementation of the ERO Enterprise. Mr. Gallagher stated The Regional
Entities are committed to working with NERC to implement the ERO enterprise in

2011 for the purpose of improving reliability and better working with registered entities.
Regional Entities and NERC will continue to drive toward a common understanding of
their roles, responsibilities and relationships within “The ERO Enterprise”. Mr. Gallagher
stated the overarching goal is to seek consistency and efficiency where it makes sense
for registered entities. The full report is attached as Exhibit M.

Standards Committee

Chairman Allen Mosher provided a brief overview of the Standards Committee
activities. Mr. Mosher affirmed that the committee is striving to complete and improve
the standards process while ensuring quality, technically sound standards. Mr. Mosher
thanked the board for its endorsement of the Standards Prioritization Tool and believes
it is a step in the right direction. A draft work plan was submitted by the committee to
the Standards Oversight and Technology Committee and received the board
committee’s endorsement. Mr. Mosher reported that results-based standards are
ongoing and will be submitted in 2011. The Standards Committee also looks forward to
increasing its working relationships with the Operating, Planning, and CIPC committees
to ensure their technical products align with the standards. Finally, Mr. Mosher reported
that the Standards Committee has an annual election of 2-year terms and currently
there are two open vacancies, which are listed on the NERC website and open for
nominations.

Electricity Sub-Sector Coordinating Council

Chair Gerry Cauley summarized the key activities of the Electricity Sub-sector
Coordinating Council (ESCC) in support of the NERC mission and corporate goals related
to critical infrastructure. The ESCC’s full report to the board is attached as Exhibit N.

Board of Trustees Draft Meeting Minutes 9
February 17, 2011


http://www.nerc.com/page.php?cid=1|9|117|161�
http://www.nerc.com/page.php?cid=1|9|117|161�
http://www.nerc.com/page.php?cid=1|9|117|163�
http://www.nerc.com/page.php?cid=1|9|117|163�
http://www.nerc.com/page.php?cid=1|9|117|162�
http://www.nerc.com/page.php?cid=1|9|117|162�
http://regionalentities.org/�
http://regionalentities.org/�
http://www.nerc.com/page.php?cid=1|9|117|164�
http://www.nerc.com/page.php?cid=1|9|117|164�
http://www.transmissionforum.net/forum/�
http://www.transmissionforum.net/forum/�

NERC

E——
NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

North American Transmission Forum

Mr. Don Benjamin reported on the North American Transmission Forum in the areas of
Facility Ratings Alert, Cybersecurity, NERC Standards and Metrics. Mr. Benjamin
reviewed the Forum’s mission and that it now encompasses 65 members as of the end
of January 2011. The Forum is organized around four programs: Practices, Peer
Reviews, Metrics, and Information Sharing. The full report to the board is attached as

Exhibit O.

North American Generator Forum

Mr. Mark Bennett provided the first report to the board of the North American
Generator Forum. Mr. Bennett reviewed that since its founding in August 2009, the
NAGF has made substantial progress, thanks to the efforts of many individuals. For its
initial report, Mr. Bennett summarized the steps taken to launch the NAGF, explained
the key aspects of their charter, the nature of their membership and activities, and their
progress to date and objectives for 2011. The full report to the board is attached as

Exhibit P.

Board Committee Reports

Corporate Governance and Human Resources
Chair Janice Case provided a summary report of the meeting of the CGHRC on February

16.

On the recommendation of the Corporate Governance and Human Resources
Committee and the motion of Janice Case, the board approved the following board
committee assignments for 2011, noting that Board of Trustees John Q. Anderson is

Ex officio to all.

Finance and Audit Committee
Fred Gorbet, Chair

Tom Berry

Dave Goulding

Roy Thilly

Corporate Governance & Human
Resources Committee

Janice Case, Chair

Vicky Bailey

Jan Schori

Roy Thilly
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Compliance Committee
Bruce Scherr, Chair
Vicky Bailey

Paul Barber

Fred Gorbet

Ken Peterson

Jan Schori

Standards Oversight & Technology
Committee

Ken Peterson, Chair

Paul Barber

Tom Berry

Dave Goulding

Bruce Scherr
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Nominating Committee
Dave Goulding, Chair
Vicky Bailey

Paul Barber

Tom Berry

Janice Case

Fred Gorbet

Roy Thilly

5 MRC Representatives

On motion of Janice Case, the board approved the proposed revisions to the mandate of
the Board Compliance Committee, in the form attached as Exhibit Q.

On the recommendation of the Corporate Governance and Human Resources
Committee and the motion of Janice Case, the board approved the following resolution:

RESOLVED, that on recommendation of the Corporate Governance and Human
Resources Committee, the board authorizes the 2010 contribution equal to 10% of
eligible compensation (salary and bonus) to the defined contribution plan for all
eligible employees for the plan year ending December 31, 2010.

Compliance

Chair Paul Barber provided a brief report and overview of the activities of the
Compliance Committee. Chair Barber reported that it would be his last meeting as Chair
of the Compliance Committee and he appreciated the full support of the board, NERC,
and industry representatives. Mr. Barber wished incoming Chair Bruce Scherr all the
best and committed his continued support to the committee.

Chair Anderson thanked Mr. Barber for his outstanding contributions to the committee
and for its success to date.

Finance and Audit
Chairman Fred Gorbet provided a summary report of the meetings of the Finance and
Audit committee.

On motion of Fred Gorbet, the board adopted the following resolution:

RESOLVED, that the board accepts the Unaudited Year-End Financial Statements
of NERC and the eight Regional Entities.
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Standards Oversight and Technology
Chair Ken Peterson reported on the activities of the first meetings of the Standards
Oversight and Technology Committee (SOTC). The committee heard a report from
Standards Committee Chair Allen Mosher on the Standards Committee Strategic Goals
for 2011, as well as a report from Herb Schrayshuen on the Standards Program
Prioritization Process and Results noting that this item was changed from discussion to
acceptance and recommendation to the board, which as noted earlier in the meeting
was approved. Chair Peterson also reported that the SOTC met in closed session where
Ms. Lynn Costantini reported on NERC’s portal security and technology infrastructure
planning. Mr. Peterson noted there is a lot of work to do and the committee is
committed to fulfilling its obligations.

Closing

Chair Anderson stated he and the entire board fully believe in and are committed to the
ERO model and look forward to the continued collaboration with FERC and the industry.
He reconfirmed that the policy input is beneficial to the board and is read and requests
that the industry members continue to submit their comments.

Adjournment
There being no further business, Chair Anderson terminated the meeting at 11:56 a.m.

Submitted by,

LS AN ool

David N. Cook
Corporate Secretary
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Agenda ltem 2a
Board of Trustees Meeting
May 11, 2011

Compliance and Certification Committee Membership Change

Action

Approve the nomination to the Compliance and Certification Committee (CCC) of Mr. Jim
Stanton to change his representation from the Merchant Electricity Generator sector to the
Small End-Use Electricity Customer Sector for a three-year term beginning May 11, 2011.

Summary and Background

The CCC, a stakeholder Committee of NERC comprising 35 members representing various
industry sectors, serves and reports directly to the NERC Board of Trustees. The CCC is
responsible for engaging with, supporting, and advising the NERC Board and NERC Compliance
staff regarding all facets of the NERC Compliance Monitoring and Enforcement Program, the
NERC Organization Registration Program, and the NERC Organization Certification Program.



Agenda Item 2a
Board of Trustees Meeting
May 11, 2011

Planning Committee Membership Change

Action

Approve the nomination to the Planning Committee of Mr. David W. Weaver, Director of
Transmission Operations & Planning for PECO, an Exelon Company, to represent the Investor
Owned Utility sector for the remaining term of a member who resigned. The remaining term
will run through June 2012.

Summary and Background

Mr. Richard J. Kafka of Pepco Holdings, Inc. resigned as a member representing the Investor
Owned Utility sector of the Planning Committee in December 2010 due to retirement.
Nominations were solicited in December 2010, and four candidates were nominated to fill the
vacant position. A special election was announced in January 2011 to be held in accordance
with the procedures of the Planning Committee Charter, dated February 16, 2010, and the
Operating Committee and the Planning Committee Member Selection Process, dated May 18,
2009. Mr. Weaver was duly elected to fill the vacant position in February 2011.



Agenda Item 2b
Board of Trustees Meeting
May 11, 2011

Member Representatives Committee Members to the
Board of Trustees Nominating Committee

Action
Accept Member Representatives Committee (MRC) recommendation

Background
On the MRC'’s April 13, 2011 conference call, Chair Bill Gallagher invited members to volunteer
to serve on the Board of Trustees Nominating Committee.

This year, David Goulding will chair the Nominating Committee. The other board members on
the committee are: John Q. Anderson (ex-officio), Vicky Bailey, Paul Barber, Tom Berry, Janice
Case, Fred Gorbet, and Roy Thilly.

Current board members whose terms expire February 2012 are: Bruce Scherr (initially elected
2002), Ken Peterson (initially elected 2006), and Jan Schori (initially elected in 2009.)

In response to Bill Gallagher’s solicitation, several members of the MRC expressed interest in
serving with MRC Chair Bill Gallagher and Vice Chair Scott Helyer on the Board of Trustees
Nominating Committee. The following five MRC representatives are recommended to the
Board for inclusion on the Nominating Committee.

e Bill Gallagher (MRC Chair)

e Scott Helyer (MRC Vice Chairman)

e John A. Anderson (Large End-Use Customer)
e Carol Chinn (Investor-Owned Utility)

e Craven Crowell (Regional Entity)



Action

Agenda ltem 3
Board of Trustees Meeting
May 11, 2011

Future Meetings

Approve a slate of meeting dates through the February 2014 Board of Trustees meeting. Note:
The February 2012 dates approved during the February 17, 2011 meeting have been changed
and the revised dates are part of the slate below.

2012 Dates
February 8-9
May 8-9
August 15-16
November 6-7
2013 Dates
February 6-7
May 8-9
August 14-15

November 6-7

2014 Dates

February 5-6

Phoenix, AZ
Baltimore/Washington, DC area
Quebec City, Canada

New Orleans, LA

San Diego, CA
Philadelphia, PA
Montreal, Canada

Atlanta, GA

Phoenix, AZ



Agenda ltem 7
Board of Trustees Meeting
May 11, 2011

Reliability Standards

Action
Approve reliability standards and plans as follows:

a. Rules of Procedure Appendix 3B — Election Procedure for Members of NERC Standards
Committee — Approve

e Standards Committee Charter Revisions
b. Rules of Procedure Appendix 3D — Registered Ballot Body Criteria — Approve

c. ReliabilityFirst Corporation Reliability Standards Development Procedure Version 3-b —
Approve



a. Rules of Procedure Appendix 3B — Election Procedure for Members of NERC Standards
Committee

Action

Approve changes to Appendix 3B Election Procedure for Members of NERC Standards
Committee (SC Election Criteria) in the NERC Rules of Procedure and direct staff to file with
applicable regulatory authorities.

[Clean —Appendix 3B Election Procedure for Members of NERC Standards Committee]

[Redline to last approval] [Consideration of Comments]

Summary and Background

NERC is requesting Board of Trustees approval of the proposed changes to Appendix 3B Election
Procedure for Members of NERC Standards Committee that incorporates three substantive
changes to the election procedure. These changes, proposed by members of the Standards
Committee, are described below. Other minor, conforming changes are also included in the
procedure.

1. Require the Chair and Vice Chair to serve as non-voting members of the Standards
Committee. The purpose of this change is to clarify that the Standard Committee’s
officers are expected to act in support of the industry as a whole rather than in support
of any particular industry segment. Fill the seats vacated by the election of officers
during the next regular Standards Committee election. (Several times over the past year
one of the officers was faced with a conflict of interest when determining whether to
vote on behalf of the Industry Segment that elected him or on behalf of the industry as a
whole. The proposed change would eliminate this conflict of interest and would ensure
that each Industry Segment had two representatives.)

2. Require a Canadian representative on the Standards Committee to be any company or
association incorporated in Canada; any agency of a federal, provincial, or local
government in Canada; or any person with Canadian citizenship who is residing in
Canada. (Currently there is no requirement that this individual reside in Canada.)

3. Simplify the process of filling vacant Standards Committee positions by eliminating the
need to collect petitions and hold a ratification vote. (This would improve efficiency and
result in shorter vacancies.)

Other minor conforming changes are also being proposed to Appendix 3B.

NERC posted the proposed changes for a 45-day public comment period from March 1, 2011 to
April 15, 2011.

NERC received 15 sets of comments on the proposed modifications. Commenters were split on
whether to adopt the proposed revisions. Many entities who submitted comments also
proposed additional changes for improved clarity. Two entities indicated that the revisions
would destroy the balance amongst industry segments. This is a difference of opinion that
cannot be resolved.
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One commenter indicated that restraining the officers from voting was not necessary as all
other NERC committees allow their officers to vote. The change to the voting rights of officers
is a change that was proposed by incumbent Standards Committee members who felt
conflicted by trying to represent the industry segment that elected them at the same time they
were trying to represent the industry as a whole.

Three commenters suggested adding more stringent language into the criteria for Canadian
representatives and these suggestions were not adopted. If the criteria for representing
Canada were made more stringent, by adding a minimum duration of two years to the time
period for living in Canada, or by requiring that the Canadian representative have some
minimum number of years of work experience in the Canadian electricity industry, this would
present Canadians with a stricter threshold for Standards Committee eligibility than required
for the United States representatives.

There were several suggestions to add language for further clarity, and the following
suggestions were adopted and are shown in the redline version of the proposed revisions to
Appendix 3B:

e (larified that the officers are elected from incumbent Standards Committee members.
e Extended the term of office to two years to mimic other NERC committees.
e Added language to clarify that the vacancies resulting from election of officers will be

filled during the regular election of Standards Committee members.

NERC Management recommends approval of the proposed changes to the Appendix 3B Election
Procedure for Members of NERC Standards Committee for filing with applicable regulatory
authorities.

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



Standards Committee Charter Revisions

Action

Approve changes to the Standards Committee (SC) Charter to track the changes made to Appendix 3B
and to shorten the timeframes to enable the SC to meet tight deadlines when a prompt response from
the full committee is needed, along with other minor revisions.

[Clean — Standards Committee Charter] [Redline to last approval]

Summary and Background
NERC is requesting the Board of Trustees (BOT) approval of the proposed changes to the SC Charter.

NERC is proposing two substantive changes:

1. Require the Chair and Vice Chair to serve as non-voting members of the SC for a two-year term
and fill their vacant seats during the regular SC election. The purpose of this change is to clarify
that the SC’s officers are expected to act in support of the industry as a whole rather than in
support of any particular industry segment. (This would eliminate any conflict of interest.)

2. Shorten the timeframe for public notice of actions without a meeting from 10 to three calendar
days and shorten the timeframe for posting the results of the ballot from 10 days to five
business days.

a. The SC meets monthly, and limits its use of actions without a meeting to those items that
require the prompt, full SC approval but don’t require discussion. Shortening these timeframes
would help the SC meet tight deadlines in situations where a prompt response from the full
committee is needed.

Other minor changes are also being proposed to the Charter to more accurately reflect the SC’s
activities.

The SC approved the revisions to its charter during its April 13-14, 2011 meeting.

NERC Management recommends approval of the SC Charter, once the decision on the amendments to
Appendix 3B have been made.

If board members have questions or need additional information, they may contact Herb
Schrayshuen at herb.schrayshuen@nerc.net.
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b. Rules of Procedure — Appendix 3D — Registered Ballot Body Criteria

Action
Approve Appendix 3D Registered Ballot Body Criteria for addition to the NERC Rules of
Procedure and direct staff to file the changes with applicable regulatory authorities.

[Clean — Appendix 3D Registered Ballot Body Criteria] [Redline to last approval]
[Consideration of Comments]

Summary and Background

On September 3, 2010, the Federal Energy Regulatory Commission (FERC) approved NERC’s
Standard Processes Manual to replace the previous FERC approved Reliability Standards
Development Procedure Version 7, which was included as Appendix 3A to the NERC Rules of
Procedure. The previously approved Reliability Standards Development Procedure Version 7
included the Registered Ballot Body Criteria as part of the Rules of Procedure. The new
Standard Processes Manual excluded the Registered Ballot Body criteria, in the belief it was not
necessary for the document. NERC has determined that these criteria need to be re-
incorporated into the NERC Rules of Procedure. NERC is proposing to include the Registered
Ballot Body Criteria as a new Appendix 3D Registered Ballot Body Criteria to the NERC Rules of
Procedure. The proposed changes include the following:

1. For clarity, the term “individuals” replaces the term “persons” (in addition to entities) in
the criteria of potential Registered Ballot Body members.

2. Several places in the criteria were clarified to include Independent System Operators
(ISOs) to those areas that were previously limited to RTOs.

3. Inthe Segment Qualification Guidelines, clarification was added to state that after
members of each segment are selected, registered participants may apply to change
these segments annually on a schedule determined by the Standards Committee.

4. Segment 3: A new criterion was added allowing agents or associations to represent
groups of Load-Serving Entities.

5. Segment5: A new criterion was added allowing agents or associations to represent
groups of electric generators; for clarity, the language was expanded to expressly
include variable and other renewable resources.

6. Segment 6: A new criterion was added allowing agents or associations to represent
groups of electricity brokers, aggregators, or marketers; added a provision for inclusion
of demand-side management providers.

7. Segment 8: A provision was added to clarify that individuals or entities, such as
consultants, vendors, or trade associations, providing products or services related to
bulk power system reliability within the previous 12 months to another entity eligible to
joint Segments 1 through 7 (and therefore eligible to join one of those segments) are
not eligible to join Segment 8; clarified that individuals or entities that elect to
participate in Segment 8 are not eligible to participate in multiple segments. Clarified
that individuals who are employed by an entity registered in another segment are not
eligible to join Segment 8.
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8. Regional reliability organizations were replaced in Segment 10 with regional entities.

Other minor conforming changes are also being proposed to the Registered Ballot Body Criteria
from the criteria included in the previously approved Reliability Standards Development
Procedure Version 7.

NERC posted the proposed Registered Ballot Body criteria for a forty-five day public comment
period from March 1, 2011 to April 15, 2011.

NERC received seven sets of comments on the proposed criteria. Most of the comments
indicated that the additional language added for clarity was not needed. However, the language
was added specifically to address issues raised by entities and individuals with questions about
joining the Registered Ballot Body. Following the comment period, NERC made only minor
changes to the segment criteria.

NERC Management recommends approval of the proposed Appendix 3D Registered Ballot Body
Criteria for addition to the NERC Rules of Procedure for filing with applicable regulatory
authorities.

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



c. ReliabilityFirst Corporation Regional Standards Development Procedure Version 3-b

Action

Approve changes to ReliabilityFirst Corporation’s (RFC) Regional Standards Development
Procedure and direct staff to file with FERC for approval.

[Clean and Redline - Reliability Standards Development Procedure Version 3-b]
[Consideration of Comments — see attached]

Summary

On January 14, 2011, NERC received a request from RFC to modify its Regional Standards
Development Procedure approved by the RFC Board of Directors. NERC has determined that
RFC’s proposed regional standards development procedure meets the criteria included in
Section 311.3.1 of the NERC Rules of Procedure (open, inclusive, balanced, due process, and
transparent).

Background

RFC is proposing modifications to its Regional Standards Development Procedure to improve
the openness of the process, to increase the requirement on affirmative votes to align with the
NERC process, to better align the RFC process with the NERC process, and to improve clarity
and understanding of the process.

FERC's regulations require that NERC, as the Electric Reliability Organization, approve any
modifications or revisions to the procedure, and submit any approved modifications or
revisions to FERC for approval. FERC’s regulations require that when NERC submits changes in
Regional Entity Rules to the Commission, NERC must explain the basis and purpose for the Rule
or Rule change, together with a description of the proceedings conducted by the Regional
Entity to develop the proposal.

The Basis and Purpose for the Revisions to the Procedure
RFC’s revisions to its regional standards development procedure (Procedure) include the
following substantive revisions:

1. A Standards Authorization Request (SAR) comment step was added to assist the RFC
Standards Committee (RFC SC) in determining whether the SAR should move into the
standard drafting phase.

2. The Category Ballot approval percentage was made consistent with NERC super-
majority vs. simple majority by changing the approval percentage to two-thirds or
greater.

3. The voting and Ballot Pool structure was modified to further align with the NERC
process.

4. The rules were changed to allow corporations or organizations the ability to cast one
vote in each RFC registered voting category as long as a different individual is registered
in each registered voting category. If a corporation or organization is registered in each
one of the RFC voting categories, the maximum number of votes possible is five
including corporation and organization affiliates.
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5. ARecirculation Ballot period was added that will be required if RFC receives any
negative ballot comments during the initial 15-Day Category Ballot (the addition of a
recirculation ballot will give stakeholders the opportunity to review the comments
submitted by other entities during the initial Category Ballot to determine if they wish to
reconsider their voting position).

6. Aninformal comment period was added to the Interpretation section which will
increase the transparency of the Procedure and allow stakeholders to weigh in on
interpretations developed by RFC.

7. Language was added referencing the use of NERC Standards Template to allow RFC
standards and NERC standards to follow a consistent format and template.

8. Language was added to further clarify the effective dates for RFC standards.

i. RFCstandards are mandatory and enforceable without monetary penalties for non-
compliance upon the effective date for applicable entities that are members of RFC.
With respect to members, the effective date is upon approval by the RFC board.

ii. RFCstandards are mandatory and enforceable with monetary penalties for non-
compliance for all applicable registered entities within the RFC footprint upon
approval by the Commission.

Additional changes were made to correct typographical errors and inconsistencies.

RFC followed the current, FERC-approved, standards development procedure to develop the
revisions submitted with this filing. Specifically, on January 20, 2010, the RFC SC authorized a
SAR to modify the first two items listed above. On April 30, 2010, the RFC SC authorized a
supplemental SAR to modify the scope to account for items three through eight identified
above.

RFC posted its revised regional standards development procedure for one 30-Day Comment
period (June 16, 2010 through July 15, 2010) in which a total of 17 commenters provided
comments. After responding to all comments and modifying the Procedure accordingly, RFC
posted the Procedure for the required 15-day period prior to Category Ballot (August 17, 2010
through August 31, 2010) followed by the 15-Day Category Ballot (September 1, 2010 through
September 15, 2010). The Procedure passed the 15-Day Category Ballot, achieving quorum
(97.2 percent), with an affirmative category vote of 100 percent. Following the Category Ballot,
the Procedure was publically posted for the required 30 days prior to RFC board action
(September 24, 2010 through October 23, 2010). The RFC Board of Directors unanimously
approved the Procedure on December 15, 2010.

On January 14, 2011, NERC received a request from RFC to modify its regional standard
development process changes approved by the RFC Board of Directors. In accordance with
Section 311 of the NERC Rules of Procedure, NERC publicly noticed and requested comments on
RFC’s proposed changes for a forty-five day comment period, from March 1, 2011 to April 15,
2011.



NERC received nine sets of comments. The principal issue raised in the comments was the
addition of the language with respect to the effective date of standards for members of RFC.
Commenters, most of whom are not members of RFC, objected to inclusion of the language,
stating that standards cannot be made mandatory and enforceable under section 215 until they
have been approved by NERC and FERC. The provision regarding the enforceability on RFC
members is not new. The provision has been part of the bylaws of RFC since its inception. The
only thing that is new is the language in the standards process that clarifies the issue. As
demonstrated in the response to comments filed by RFC [see attached], there is no doubt that
RFC only intends for the provision to be applicable to its members, in accordance with its
bylaws. RFC has no intention of enforcing regional standards as to non-members until such time
as they have been approved by FERC. Further, RFC’s rules contain no enforcement mechanism
that would apply to such standards.

NERC Management recommends approval of the proposed RFC Corporation’s Regional
Standards Development Procedure for filing with FERC. As to the effective date provision,
management does not wish to undercut voluntary arrangements by which entities bind
themselves to adherence to reliability practices that would improve overall system reliability.

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



Timothy R. Gallagh
R ELIAB I LlT Im%reﬁidentZ%Eg
Direct Dial: (330) 247-3040
tim.gallagher@rfirst.org

April 20, 2011

NERC Board of Trustees

c/o David Cook, General Counsel
1120 G Street NW

Suite 990

Washington, DC 20005-3801

Re: ReliabilityFirst’s Response to Comments Regarding Proposed Revisions to the
ReliabilityFirst Standards Development Procedure

Dear NERC Board of Trustees,

On March 2, 2011, the North American Electric Reliability Corporation (“NERC”) requested comments
on ReliabilityFirst Corporation’s (“ReliabilityFirst™) proposed changes to the ReliabilityFirst
Corporation Reliability Standards Development Procedure (the “Standards Development Procedure™).
NERC received comments until April 15, 2011. Some commenters, including Midwest 1SO, the
ReliabilityFirst Member that initiated the proposed revisions to the Standards Development Procedure,
and PJM, another ReliabilityFirst Member, submitted comments in support of the proposed revisions.
Other commenters® expressed concern with certain language in the Standards Development Procedure
that relates to the commitment of ReliabilityFirst Members to comply with ReliabilityFirst Regional
Reliability Standards prior to Federal Energy Regulatory Commission (the “Commission”) approval.
ReliabilityFirst reviewed these comments and hereby responds as follows.

1. Commenters expressed concern that the Standards Development Procedure contravenes
Section 215 of the Federal Power Act.

ReliabilityFirst considered these comments and determined that revisions to the proposed Standards
Development Procedure are unnecessary. ReliabilityFirst understands and agrees that a Regional
Reliability Standard is not subject to enforcement, including penalties, under section 215 of the
Federal Power Act until Commission approval of the Regional Reliability Standard. ReliabilityFirst
does not, however, agree with the suggestion that section 215 limits a registered entity’s ability to
voluntarily agree to be subject to additional obligations in order to enhance the reliability of the
Bulk-Power System.

This is because nothing in section 215 prohibits a registered entity from voluntarily agreeing to be
subject to additional obligations in order to enhance the reliability of the Bulk-Power System. As a

! These commenters include three Members: Dominion Energy Marketing, Inc., Consumers Energy
Company, and PSEG Companies; and four non-Members: Liberty Electric Power, LLC, Electric Power
Supply Association, Constellation Energy Companies, and Competitive Power Ventures Inc.
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result, the ReliabilityFirst Members have voluntarily agreed to comply with ReliabilityFirst’s
Regional Reliability Standards prior to Commission approval in order to avoid any potential
reliability gaps during NERC or the Commission’s review and approval of those standards.

The Commission has recently recognized the validity of this voluntary agreement by basing the
implementation of a ReliabilityFirst Regional Reliability Standard on the very existence of this
voluntary agreement. Specifically, in Order No. 747, 134 FERC { 61,212 (March 17, 2011), the
Commission held that no implementation time was required for BAL-502-RFC-02, because it only
applied to ReliabilityFirst Members that were “already subject to BAL-502-RFC-02 by the terms of
the RFC membership agreement.” Order No. 747, at P. 54 (emphasis added).

Commenters expressed concern that the Standards Development Procedure contravenes
ReliabilityFirst’s regional delegation agreement to the extent it addresses enforcing Reliability
Standards prior to Commission approval. Commenters also expressed concern with
ReliabilityFirst’s ability to expend funds toward enforcing Regional Reliability Standards
prior to Commission approval.

ReliabilityFirst considered these comments and determined that revisions to the proposed Standards
Development Procedure are unnecessary. First, ReliabilityFirst’s Delegation Agreement authorizes,
inter alia, ReliabilityFirst to develop Regional Reliability Standards pursuant to its current
Standards Development Procedure (the procedure that the proposed Standards Development
Procedure is seeking to clarify). Similar to section 215 of the Federal Power Act, the Delegation
Agreement does not preclude or attempt to preclude ReliabilityFirst Members from voluntarily
agreeing to be subject to the Regional Reliability Standards prior to Commission approval. As
previously mentioned, the Commission has acknowledged the ability of ReliabilityFirst Members to
so agree. Order No. 747, at P. 54. Accordingly, the Standards Development Procedure does not
contravene ReliabilityFirst’s Delegation Agreement.

Second, ReliabilityFirst has not expended any funds concerning its Members’ compliance with
Regional Reliability Standards prior to Commission approval, and it presently does not intend to do
so. ReliabilityFirst does not engage in any auditing or enforcement activity relating to its Regional
Reliability Standards prior to Commission approval. Instead, ReliabilityFirst’s role is limited to
reviewing correspondence voluntarily submitted from its Members confirming their compliance with
Regional Reliability Standards prior to Commission approval. In the event that the correspondence
indicates non-compliance, ReliabilityFirst may submit a letter requesting that the Member comply
with the Regional Reliability Standards in accordance with the Bylaws and membership agreement.

As an aside, ReliabilityFirst disagrees with any suggestion that either section 215 or its Delegation
Agreement impedes its ability to utilize section 215 funding to monitor its Members’ compliance
with Regional Reliability Standards prior to Commission approval where ReliabilityFirst believes
that such monitoring is appropriate to ensure the reliability of the Bulk-Power System. The
Commission has held that “section 215 of the Federal Power Act provides for federal authorization
of funding ... [for] monitoring the reliability of the Bulk-Power System.” Order No. 672, 114
FERC 1 61,104, P.202 (Feb. 3, 2006) (emphasis added). Monitoring compliance with the Regional
Reliability Standards may directly relate to monitoring the reliability of the Bulk-Power System,
given that the Standards Development Procedure specifically characterizes a Regional Reliability
Standard as a “policy, including adequacy criteria to provide for the reliable regional and sub-

2
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regional planning and operation of the BPS, consistent with Good Utility Practice.” Standards
Development Procedure, at p.3 (emphasis added).

3. Commenters expressed concern that requiring compliance with Regional Reliability Standards
prior to Commission approval is contrary to the section 215 definition of “Reliability
Standard,” which is limited to standards approved by the Commission.

ReliabilityFirst considered these comments and determined that revisions to the proposed Standards
Development Procedure are unnecessary. As previously discussed, nothing in section 215, including
its definition of Reliability Standard, prohibits a registered entity from voluntarily agreeing to be
subject to Regional Reliability Standards prior to Commission approval in order to enhance the
reliability of the Bulk-Power System. See, Order No. 747, at P. 54 (acknowledging that
ReliabilityFirst Members have agreed to be subject to ReliabilityFirst Regional Reliability
Standards prior to Commission approval).

Furthermore, the Standards Development Procedure clearly distinguishes between Commission
approved Reliability Standards and ReliabilityFirst Standards (i.e., Regional Reliability Standards
that are approved by the ReliabilityFirst Board but not yet approved by the Commission). This
distinction is made to avoid confusion between the statutory term “Reliability Standards,” which
applies to all registered entities pursuant to section 215, and ReliabilityFirst Standards which apply
to Members pursuant to the ReliabilityFirst Bylaws and membership agreement. The Standards
Development Procedure further clarifies that ReliabilityFirst Standards do not include monetary
penalties because they are voluntary obligations, not section 215 obligations.

4. A Commenter expressed concern that ReliabilityFirst’s Bylaws may obligate a Member’s
affiliates to comply with Regional Reliability Standards prior to Commission approval.

ReliabilityFirst considered these comments and determined that revisions to the proposed Standards
Development Procedure are unnecessary. Although ReliabilityFirst considers the ReliabilityFirst
Bylaws unambiguous, ReliabilityFirst staff will convey this concern to its Board to determine if any
clarification in the Bylaws is necessary. In any event, any ambiguity that may or may not exist in
the Bylaws is best addressed by ReliabilityFirst’s Board and is unrelated to the proposed Standards
Development Procedure.

5. Commenters expressed concern that the Standards Development Procedure may affect future
potential violations of Regional Reliability Standards after Commission approval and may
impose compliance burdens on ReliabilityFirst Members.

ReliabilityFirst considered these comments and determined that revisions to the proposed Standards
Development Procedure are unnecessary. First, ReliabilityFirst agrees that it is inappropriate for it
to consider a ReliabilityFirst Member’s noncompliance with a Regional Reliability Standard prior to
Commission approval when evaluating that Member’s alleged violation of any Commission
approved Reliability Standard or Regional Reliability Standard. Simply put, a Member’s
compliance with Regional Reliability Standards prior to Commission approval is a voluntary
agreement, undertaken to enhance the reliability of the Bulk-Power System, which is separate and
apart from section 215 compliance. Accordingly, ReliabilityFirst does not intend to consider and
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opposes the consideration of a Member’s non-compliance with a Regional Reliability Standard prior
to Commission approval when addressing that Member’s violation history or culture of compliance
in the section 215 context.

As an aside, ReliabilityFirst applauds its Members for addressing potential reliability gaps and
further enhancing the reliability of the Bulk-Power System by voluntarily agreeing to be subject to
Regional Reliability Standards prior to Commission approval. Consequently, ReliabilityFirst would
not attach negative implications in the section 215 context to this positive and voluntary undertaking.
Simply put, the Members’ voluntary agreement to comply with Regional Reliability Standards prior
to Commission approval is above and beyond their section 215 obligation to only comply with
Commission approved Reliability.

Second, ReliabilityFirst considered the concerns regarding a Member’s obligation to expend funds
to achieve compliance with specific Regional Reliability Standards prior to Commission approval
(e.g., PRC-002-RFC). ReliabilityFirst believes that this concern is unrelated to the language of the
Standards Development Process itself. Instead, the concern is rooted in the implementation plans for
specific Regional Reliability Standards.

If a Member is concerned with the implementation plan for a specific Regional Reliability Standard,
that Member should fully avail itself of the Regional Reliability Standard process by, inter alia,
voting and/or commenting against any Regional Reliability Standard with an offensive
implementation plan or requesting the creation of an implementation plan for Members that is tied to
Commission approval rather than Board approval where appropriate.

ReliabilityFirst sincerely appreciates the opportunity to respond to the comments.
Very truly yours,

RELIABILITYFIRST CORPORATION

Of et A

Timothy R. Gallagher
President & CEO

cc:
Susan lvey — ReliabilityFirst Corporation, Chair of the Board of Directors

Kenneth W. DeFontes — ReliabilityFirst Corporation, Vice-Chair of the Board of Directors
L. Jason Blake — ReliabilityFirst Corporation, Corporate Counsel



Agenda ltem 8
Board of Trustees Meeting
May 11, 2011

Amendments to NPCC Bylaws,
Regional Reliability Standards Development Procedure and
Compliance Monitoring and Enforcement Program

Action

Approve amendments to the NPCC Bylaws (included in Exhibit B to the NPCC RDA), the NPCC
Regional Reliability Standards Development Procedure (NPCC RSDP) (included in Exhibit C to
the NPCC RDA), and Section 2.0 of Exhibit D, “Compliance Monitoring and Enforcement
Program,” to the NPCC RDA (these amendments are shown in legislative style in Exhibits B, C
and D to the NPCC RDA, Attachment 1 to this Agenda item) to be filed at the Federal Energy
Regulatory Commission (FERC) for approval.

Background

In addition to approval for the new agreements and the related amendments to existing
delegation agreements set forth in Agenda Item 10, approval is requested for unrelated
amendments to the NPCC Bylaws (included in Exhibit B to the NPCC RDA), the NPCC RSDP
(included in Exhibit C to the NPCC RDA), and Section 2.0 of Exhibit D, “Compliance Monitoring
and Enforcement Program,” to the NPCC RDA (these amendments are shown in legislative style
in the NPCC RDA, Attachment 3 to this Agenda item).

The proposed amendments to the NPCC Bylaws are intended to enhance the NPCC governance
structure by trimming the relatively large size of the current NPCC Board structure, combining a
sparsely populated stakeholder section into another existing sector, introducing independent,
outside perspectives from independent directors retained at the Board level thereby creating a
hybrid board structure, and establishing a mechanism for populating the NPCC hearing body to
meet the requirement for impartial resolution of any contested compliance matter. This is
accomplished by: reducing the number of Directors in each voting sector from 3 to 2;
combining the Customer sector and Sub-Regional Councils and Other Regional Entities and
Interested Entities sector into 1 voting sector (thereby reducing the number of stakeholder
sections from eight to seven); and introducing 2 Independent Directors and having those
Independent Directors serve on the Hearing Body instead of members of the Compliance
Committee. The Hearing Body would still include an Independent Hearing Officer.

The proposed amendments to the NPCC RSDP and to Section 2.0 of Exhibit D to the NPCC RDA
are for the purposes of conforming the RSDP and Exhibit D to the amended Bylaws. The
amendments to the NPCC RSDP change two references to “eight sectors” to “seven sectors,”
consistent with the Bylaws amendment. In addition, a scrivener’s error is corrected in Section 3
of the NPCC RSDP. The amendments to Section 2.0, “Regional Hearing of Compliance Matters,”
of Exhibit D to the NPCC RDA revise the description of the composition of the NPCC Hearing
Body to conform to the amended NPCC Bylaws, i.e., to establish that the Hearing Body will
consist of an independent Hearing Officer and two Independent Directors.



NERC management intends to make separate filings with FERC for approval of (i) the NPCC-
WECC CEA Agreement, the NERC-WECC Termination Agreement and the related amendments
to the NPCC RDA and the WECC RDA, and (ii) the unrelated amendments to the NPCC Bylaws,

the NPCC RSDP and Exhibit D to the NPCC RDA.
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Northeast Power Coordinating Council, Inc.

www.npcc.org Jennifer Budd Mattiello

Vice President and Chief Operating Officer



p Proposed Revisions to NPCC’s Board Structure

e Rationale for Change

e Summary of NPCC Member Approved Changes
¢ Hybrid Board Structure
¢ Merge Stakeholder Sectors
¢ Election of Stakeholder Directors

¢ Election of Independent Directors
¢ NPCC Hearing Body

e Timeline for January 1, 2012 Implementation

Northeast Power Coordinating Council, Inc. | 1



Proposed Revisions: “Independent Director”
Representation on the NPCC Board

NPCC, Inc.

¢ Governance structures in the ERO Enterprise
» NERC and some Regional Entities have fully independent Boards
» Some Regional Entities have hybrid boards with independent director classes

» Other Regional Entities have fully stakeholder Boards

¢ Facilitates an “independent” review of compliance
disputes

» Conflict-of-interest issues may arise if NPCC stakeholder directors participate in
compliance proceedings involving Members

¢ Corporate governance best practice in the not-for-profit
sector

» Inspired by Sarbanes-Oxley reforms for public companies, the appointment of
independent directors on a not-for-profit board is often viewed as evidence that
the board has the ability to make independent decisions in the best interests of
the organization

» Revised IRS Form 990 (Annual Information Return for Not-for-Profits) focuses
on director independence and new definition of independent director

Northeast Power Coordinating Council, Inc. | 2



p Proposed Revisions: Hybrid Board Structure

¢ 14 Stakeholder Directors

» currently, up to 24 directors from eight stakeholder sectors may serve on the
Board

» reduce eight stakeholder sectors to seven stakeholder sectors by merging
Sector 6 (Customers) with and into Sector 8 (Sub-Regional Reliability
Councils, Other Regional Entities and Interested Entities)

> reduce the number of directors in each sector from three to two directors

¢ 2 Independent Directors

» no independent directors currently serve on the Board

» add a new independent director sector to the Board

¢ Independent Board Chair

» Board is currently chaired by an independent chairman with no voting rights

» grant independent Board Chair a casting vote to resolve deadlocks

¢ Officers - - President & CEO, and others as appropriate

> officers are not entitled to vote on Board matters

Northeast Power Coordinating Council, Inc. | 3



Proposed Revisions: Election of
Stakeholder Directors

¢ Elected by majority of Members in the respective stakeholder
sector:

» Sector 1 Transmission Owners (maximum of 2 directors)
» Sector 2 Reliability Coordinators (maximum of 2 directors)

» Sector 3 Transmission Dependent Utilities, Distribution
Companies and Load-Serving Entities (maximum of 2 directors)

» Sector 4 Generator Owners (maximum of 2 directors)

» Sector 5 Marketers, Brokers and Aggregators (maximum of 2
directors)

» Sector 6 Regulators (maximum of 2 directors)

» Sector 7 Sub-Regional Reliability Councils, Customers, Other
Regional Entities and Interested Entities (maximum of 2 directors)

No Member or any affiliate of a Member may designate more than 1
Stakeholder Director to represent such Member or affiliate

¢ May serve multiple terms of office

¢ Not entitled to compensation

Northeast Power Coordinating Council, Inc. | 4 continued >



Proposed Revisions: Election of
Independent Directors

NPCC, Inc.

¢ Elected by a majority of Members present at the NPCC
Annual Meeting of Members

¢ Drawn from diverse backgrounds

¢ Possess a broad range of industry expertise,
perspectives, experiences, skill sets and knowledge

¢ Satisfy the “independence” requirements established
by the Board and its Corporate Governance and
Nominating Committee (CGNC)

¢ Serve a two-year term
» up to three terms for a maximum of six years

¢ Entitled to compensation as determined in the sole
discretion of the NPCC Board of Directors

Northeast Power Coordinating Council, Inc. | 5



p NPCC Hearing Body

e Purpose of NPCC’s Hearing Body

¢ to conduct and render decisions in a formal compliance hearing of
any entity registered in the NERC compliance registry who is the
subject of a notice of alleged violation, proposed penalty or

sanction, contested mitigation plan or contested remedial action
directive

¢ to conduct all compliance hearings in accordance with the hearing
procedures set forth in the NERC Hearing Procedure

e Hearing Body shall comprise
¢ 2 Independent Directors (excluding the NPCC Board Chair), plus

¢ a Hearing Officer (i.e., an individual employed or contracted by
NPCC and designated by NPCC to preside over formal compliance
hearings)

Northeast Power Coordinating Council, Inc. | 6 continued >



p Timeline for January 1, 2012
Implementation

February/Early March - - Board met to review draft Amended and Restated Bylaws of
NPCC reflecting the proposed hybrid board structure, and summary chart of proposed bylaw
changes

March 15 - - Unanimous Board recommendation to Membership of final draft Amended
and Restated Bylaws of NPCC

March 23 - - Draft Amended and Restated Bylaws of NPCC and summary matrix of
proposed bylaw changes presented to Members via Webinar and teleconference

Tuesday, April 12 - - NPCC Members Approved the Amended and Restated Bylaws of
NPCC via electronic voting, and authorized filing with NERC and FERC for approvals

Mid-April - - Draft Amended and Restated Bylaws of NPCC sent to NERC Board of
Trustees for approval early May, 2011

May to Early-November - - Draft Amended and Restated Bylaws of NPCC to be
approved by NERC and submitted to FERC subsequently for approval

Mid-November - - Stakeholder Director nominees and Independent Director nominees to
be presented by NPCC Board of Directors to Membership for approval

November 30 - - NPCC Members to approve slate of Stakeholder Director nominees and
Independent Director nominees during 2011 Annual Meeting of Members

Northeast Power Coordinating Council, Inc. | 7
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Agenda ltem 9
Board of Trustees Meeting
May 11, 2011

Agreement for Northeast Power Coordinating Council, Inc. (NPCC) to perform
Compliance Monitoring and Enforcement Functions
for Western Electricity Coordinating Council (WECC) Registered Functions;
Agreement to Terminate Current CMEP Agreement between NERC and WECC; and
Amendments to Delegation Agreements with WECC and NPCC

Action

Subject to the Northeast Power Coordinating Council, Inc. (NPCC) and the Western Electricity
Coordinating Council (WECC) obtaining all requisite approvals from their respective Boards, the
NERC Board of Trustees is requested to:

(1) approve a proposed “Agreement Between Northeast Power Coordinating Council, Inc. and
Western Electricity Coordinating Council Concerning Compliance Monitoring and Enforcement
of WECC Registered Functions” (NPCC-WECC CEA Agreement), pursuant to which NPCC will act
as the Compliance Enforcement Authority (CEA) with respect to the reliability functions
(Reliability Coordinator (RC) and Interchange Authority (IA)) for which WECC is the registered
entity in the U.S. portion of the WECC Region (WECC Registered Functions) (Attachment 1 to
this Agenda item);

(2) approve a proposed “Agreement Concerning Termination of ‘Agreement Between North
American Electric Reliability Corporation and Western Electricity Coordinating Council
Concerning Compliance Monitoring and Enforcement for WECC Registered Functions’” (NERC-
WECC Termination Agreement), which will terminate the existing agreement (NERC-WECC CEA
Agreement) pursuant to which NERC acts as the CEA for the WECC Registered Functions
(Attachment 2 to this Agenda item);

(3) approve proposed amendments to the Delegation Agreement with NPCC (NPCC RDA) that
are necessary in light of NPCC’s entry into the NPCC-WECC CEA Agreement (Attachment 3 to
this Agenda item). Unrelated revisions to Exhibits B-D of the NPCC RDA are separately provided
as part of Agenda Item 9 and will be filed separately with the Commission by NERC
management; and

(4) approve an amendment to the Delegation Agreement with WECC (WECC RDA) that is
necessary in light of WECC’s entry into the NPCC-WECC CEA Agreement;

all to be filed at the Federal Energy Regulatory Commission (FERC) for approval.



Background

As the result of approval of the NPCC-WECC CEA Agreement, the NERC-WECC Termination
Agreement, and the related amendments to the NPCC RDA and the WECC RDA, NPCC will
assume responsibility for performance of the compliance monitoring and enforcement
functions with respect to the RC and IA functions for which WECC is the registered entity in the
U.S. portion of the WECC Region, and NERC will cease to perform the compliance monitoring
and enforcement functions with respect to the WECC Registered Functions. NPCC will act as
the CEA with respect to the WECC Registered Functions, in a manner similar to how SERC
Reliability Corporation (SERC), pursuant to agreements previously approved by the Board and
by FERC, acts as the CEA with respect to the reliability functions for which Florida Reliability
Coordinating Council (FRCC) and Southwest Power Pool (SPP) are the registered entities within
their respective Regions (the SERC-FRCC CEA Agreement and SERC-SPP CEA Agreement,
respectively).

NERC entered into the NERC-WECC CEA Agreement, effective January 1, 2009, to act as the CEA
with respect to the WECC Registered Functions, in order to address FERC's concerns about a
perceived lack of independence in WECC’s performance of the CEA responsibilities over the
reliability functions for which WECC is the registered entity. NERC continues to act as the CEA
for the WECC Registered Functions, pursuant to the NERC-WECC CEA Agreement. NPCC, WECC
and NERC have now negotiated the proposed NPCC-WECC CEA Agreement, pursuant to which
NPCC would take over performance of the CEA responsibilities with respect to the WECC
Registered Functions.

The NPCC-WECC CEA Agreement (Attachment 1 to this Agenda item) has been developed to
follow as closely as possible the existing SERC-FRCC CEA Agreement and SERC-SPP CEA
Agreement that have previously been approved by the Board and by FERC and are currently in
effect. The NPCC-WECC CEA Agreement provides for NPCC to be responsible for performing
the full range of CMEP activities with respect to the WECC Registered Functions.

NPCC and WECC have agreed that NPCC will be paid $18,000 per quarter (prorated for any
partial quarter) from the Effective Date (i.e., following FERC approval) of the NPCC-WECC CEA
Agreement through December 31, 2012 for these services. For subsequent years, NPCC will
develop annual budgets, including an appropriate allocation of NPCC's General and
Administrative (G&A) costs, for its CEA services to WECC, which will be reviewed and approved
by NERC and, ultimately, by FERC, in the annual business planning and budgeting process. The
approved NPCC budget for its CEA services to WECC will then be included in the assessments to
load-serving entities and designees (LSE) in the WECC Region for the budget year. (Further, this
approved budget amount will not be included in the calculation of NPCC’s assessments to LSE
within the NPCC Region). The NPCC-WECC Agreement also provides for a true-up of the budget
to NPCC’s actual costs (including an appropriate allocation of its G&A costs) following the
budget year, with the resulting over- or under-recoveries of NPCC’s costs to be reflected in the
assessments to LSEs in the WECC Region in the second year following the budget year.
Additionally, the NPCC-WECC CEA Agreement allows NPCC to issue a supplemental invoice(s) to
WECC during the budget year if NPCC’s actual costs for performing the CEA functions are



exceeding the budgeted amount by more than 10 percent. (The last-described provision is
slightly different than the comparable provision in the SERC-FRCC and SERC-SPP CEA
Agreements, which allow SERC to issue a supplemental invoice(s) during the year if SERC’s
actual costs of performing the CEA functions for either FRCC or SPP exceed the budgeted
funding by an amount that is greater than 10 percent of SERC’s budgeted cash reserve.)

In accordance with FERC’s directives with respect to the SERC-FRCC and SERC-SPP CEA
Agreements, the NPCC-WECC CEA Agreement specifies that any penalties assessed with respect
to a WECC Registered Function will be transmitted to NERC, to be used by NERC as a general
offset to NERC’s budget under the Federal Power Act as the Electric Reliability Organization for
the following year.

The Initial Term of the current NERC-WECC CEA Agreement ends on December 31, 2013. In
light of the fact that NPCC will presumably be taking over the CEA responsibilities for the WECC
Registered Functions in late 2011 or early 2012 (based on the timing of FERC approval), the
NPCC-WECC CEA Agreement provides for an Initial Term ending December 31, 2014. Consistent
with FERC’s directives concerning the SERC-FRCC and SERC-SPP CEA Agreements, the NPCC-
WECC CEA Agreement will not automatically renew at the end of the Initial Term. Rather, the
NPCC-WECC CEA Agreement provides that if NPCC and WECC wish to renew the Agreement
following the Initial Term, they must submit a joint filing requesting renewal to NERC by April 1,
2014; if NERC approves a renewal agreement, it must then also be approved by FERC.

The NERC-WECC Termination Agreement (Attachment 2 to this Agenda item) provides for the
termination of the existing NERC-WECC CEA Agreement as of the date that the NPCC-WECC CEA
Agreement becomes effective (Termination Effective Date), and for NERC’s participation in the
transfer of the CEA responsibilities over the WECC Registered Functions to NPCC. As of the
Termination Effective Date, NPCC will assume responsibility for the performance of all in-
process compliance monitoring and enforcement activities with respect to the WECC
Registered Functions, with the exception of any settlement negotiations that were already in
progress as of April 30, 2011 and have not been completed. (This reservation is included
because it would not be efficient nor productive to turn over to NPCC in-progress settlement
negotiations to which NERC and WECC have already devoted significant efforts.) NERC will
transfer to NPCC all documents, records, files and other information necessary for NPCC to
assume responsibility for the in-progress compliance monitoring and enforcement matters.
The NERC-WECC Termination Agreement also provides that, within 60 days following the
Termination Effective Date, NERC and WECC will jointly review the previous billings by NERC
and payments to WECC for NERC’s activities under the NERC-WECC CEA Agreement and will
arrive at a final invoice, with any net payment due by one party to the other to be made within
30 days thereafter.

Approval is also requested for related amendments to the NPCC RDA (Attachment 3 to this
Agenda item) and a related amendment to the WECC RDA (described below). These
amendments are consistent with amendments to the SERC RDA and to the delegation



agreements with FRCC and SPP that were adopted in connection with the SERC-FRCC and SERC
SPP CEA Agreements.

With respect to the NPCC RDA: (i) A new subsection 6(j) is proposed to be added, stating:
“NPCC may also perform compliance monitoring and enforcement activities outside of the
Region shown on Exhibit A, on behalf of NERC and/or other Regional Entities, such activities to
be undertaken pursuant to a contract between NPCC and such other Regional Entity that is
approved by NERC and the Commission.” (ii) In Exhibit E to the NPCC RDA, the following new
Section 9 is proposed to be added:

9. Costs Associated with Cross-Regional Compliance Monitoring and
Enforcement

The costs associated with any Cross-Regional Compliance Monitoring and
Enforcement performed by NPCC pursuant to section 6(j) of this Agreement with
respect to registered functions of another Regional Entity are to be funded by
payments from the Regional Entity contracting with NPCC for such services, in
accordance with the contract between NPCC and the other Regional Entity.
Where such a contract has been entered into, NPCC will include a description of
the resources it has budgeted to perform such services, and its estimated costs
(including appropriate allocation of NPCC’s General and Administrative costs) to
perform such services, in each budget year, in NPCC’s annual business plan and
budget that is submitted to NERC and the Commission for approval.

With respect to the WECC RDA, the following text is proposed to be added to Exhibit A: “Within
the WECC region compliance monitoring and enforcement functions with respect to reliability
functions for which WECC is a registered entity are performed by the Northeast Power
Coordinating Council, Inc. (NPCC) pursuant to an agreement between NPCC and WECC dated
(date).” (Because only this single, discrete amendment to the WECC RDA is being proposed, an
entire redlined WECC RDA has not been included with this Agenda item, but will be filed with
FERC.)
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AGREEMENT BETWEEN
NORTHEAST POWER COORDINATING COUNCIL, INC. and
WESTERN ELECTRICITY COORDINATING COUNCIL
CONCERNING COMPLIANCE MONITORING AND ENFORCEMENT
OF WECC REGISTERED FUNCTIONS
THIS AGREEMENT (“Agreement”’) made effective as of [insert date] (the “Effective
Date”), is between the Northeast Power Coordinating Council, Inc. (‘NPCC”), an organization
established to develop and enforce Reliability Standards, and Western Electricity Coordinating
Council (“WECC"), an organization established to develop and enforce Reliability Standards
within the geographic boundaries identified in Exhibit A to this Agreement (the portion of such
geographic boundaries lying within the United States is referred to herein as the “WECC

Region”), and for other purposes. NPCC and WECC may be individually referred to herein as

“Party” or collectively as “Parties.”

RECITALS

l. WECC currently performs the Reliability Coordinator (“RC”) function (as
“Reliability Coordinator” is defined in the North American Electric Reliability Corporation
("NERC”) Glossary of Terms Used in Reliability Standards) for the WECC Region, and is
registered on the NERC Compliance Registry as the RC for the WECC Region. WECC also
performs the Interchange Authority (“IA”) function (as “Interchange Authority” is defined in the
NERC Glossary of Terms Used in Reliability Standards), and is registered on the NERC
Compliance Registry, for all Balancing Authority (“BA”) Areas in the WECC Region listed in
Exhibit B to this Agreement, as may be revised from time to time. In this Agreement, the RC
function for the WECC Region and the IA function for the BA Areas for which WECC is the
registered IA are sometimes referred to as the “WECC Registered Functions,” and WECC is
referred to as the “Registered Entity” with respect to its performance of the WECC Registered

Functions.



Il. NPCC is a party to a certain “Amended and Restated Delegation Agreement
Between the North American Electric Reliability Corporation and Northeast Power Coordinating
Council, Inc.” (the “NERC-NPCC Delegation Agreement”), which has been approved by the
Commission and which states in Section 6 thereof, in pertinent part, that NPCC shall enforce
Reliability Standards (including Regional Reliability Standards) through a compliance
enforcement program set forth in Exhibit D to the NERC-NPCC Delegation Agreement.

Il WECC is a party to a certain “Amended and Restated Delegation Agreement
Between the North American Electric Reliability Corporation and Western Electricity
Coordinating Council” (the “NERC-WECC Delegation Agreement”), which has been approved
by the Commission and which states in Section 6 thereof, in pertinent part, that WECC shall
enforce Reliability Standards (including Regional Reliability Standards) within the WECC Region
through a compliance enforcement program set forth in Exhibit D to the NERC-WECC
Delegation Agreement.

\VA Notwithstanding the provisions of Section 6 of the NERC-WECC Delegation
Agreement, the Commission has ruled that WECC's responsibility to enforce Reliability
Standards applicable to WECC Registered Functions provides insufficient separation of
functions, may result in a lack of independence in compliance monitoring and enforcement for
WECC Registered Functions, and presents a deficiency in compliance monitoring and
enforcement that should be remedied. The Commission therefore directed that WECC arrange
for NERC, another Regional Entity or a third party, rather than WECC, to be responsible for
enforcing Reliability Standards applicable to the WECC Registered Functions.

V. In light of the Commission’s directive, NERC and WECC entered into an
“AGREEMENT BETWEEN NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION and
WESTERN ELECTRICITY COORDINATING COUNCIL CONCERNING COMPLIANCE
MONITORING AND ENFORCEMENT FOR WECC REGISTERED FUNCTIONS” whereby

NERC assumed responsibility as the Compliance Enforcement Authority (“CEA”) with respect to



the WECC Registered Functions (the “NERC-WECC CEA Agreement”). The Commission
approved the NERC-WECC CEA Agreement by Letter Order issued February 17, 2009.

VI. NPCC and WECC agree, subject to approval by NERC and by the Commission,
that, contemporaneously with the termination of the NERC-WECC CEA Agreement, NPCC
should assume responsibility for the Compliance Monitoring and Enforcement Program
(“CMEP”) with respect to the WECC Registered Functions.

NOW, THEREFORE, in consideration of the mutual covenants and agreements

contained herein, the Parties, intending to be bound, agree as follows:

1. Responsibilities of NPCC.

€)) Beginning on the Effective Date, NPCC will perform all responsibilities of the
CEA as specified in the NERC CMEP, Appendix 4C to the NERC Rules of Procedure (“ROP”),
as amended from time to time (the “NERC CMEP”), with respect to the WECC Registered
Functions.

(b) Without limiting the scope of NPCC’s responsibilities as stated in Subsection
1(a), NPCC agrees to perform the following activities:

Q) Administer all compliance processes in Section 3.0 of the NERC CMEP
with respect to the WECC Registered Functions, in accordance with the NERC Annual
CMEP Implementation Plan required by Section 4.1 of the NERC CMEP for each year.
If at any time, WECC's registration status changes, NPCC will monitor the Registered
Functions for which WECC is registered at that time.

(2) Lead all compliance audits and compliance investigations of the WECC
Registered Functions.

0] NPCC shall conduct a scheduled compliance audit of the WECC
Registered Functions in accordance with the frequency established by NERC. As

WECC is currently registered, NPCC will audit the WECC RC function at least once



every three (3) years and shall conduct a scheduled compliance audit of the WECC IA
function at least once every six (6) years.

(i) Scheduled compliance audits of the WECC Registered Functions
shall include all actively-monitored standards in accordance with the NERC Annual
CMEP Implementation Plan.

(iii) As required by the NERC ROP, all compliance audits of the
WECC RC function shall be conducted on site. Such audits will be conducted at the
WECC RC Center (RCC) in Vancouver, Washington. However, upon timely notice as
specified in the NERC CMEP, site visits may also be conducted at the WECC RCC in
Loveland, Colorado. Spot checks or other compliance monitoring methods may be
completed off site.

(iv) The Parties anticipate compliance audits of the WECC IA function
will be conducted off-site. However, NPCC reserves the right to conduct compliance
monitoring activities of the WECC IA function on-site as it deems necessary and in
accordance with the CMEP.

3) Determine if notices of alleged violations and proposed penalties or
sanctions should be issued with respect to a WECC Registered Function, and calculate
or determine any proposed penalties or sanctions in accordance with the NERC
Sanction Guidelines.

(4) Administer processes as specified in Section 5.0 of the NERC CMEP with
respect to any notices of alleged violations and proposed penalties or sanctions issued
with respect to the WECC Registered Functions including, but not limited to conducting
settlement negotiations for any such alleged violations.

(5) Review and approve proposed Mitigation Plans submitted with respect to
a WECC Registered Function, and monitor implementation and completion of approved

Mitigation Plans, in accordance with Section 6.0 of the NERC CMEP.



(6) Determine if Remedial Action Directives should be issued with respect to
a WECC Registered Function, and issue such Remedial Action Directives if determined
to be necessary, in accordance with Section 7.0 of the NERC CMEP.

(7) Conduct settlement negotiations for any violations of Reliability Standards
discovered by NPCC per this agreement, if requested by WECC, in accordance with
Section 5.6 of the NERC CMEP.

(8) Provide due process hearings with respect to notices of alleged
violations, proposed penalties and sanctions, disputed Mitigation Plans, and disputed
Remedial Action Directives with respect to a WECC Registered Function, as requested
by WECC, in accordance with Attachment 2, Hearing Procedures, to the NERC CMEP.
(©) Compliance audit teams, compliance investigation teams, and review teams for

self-certifications, spot check responses, periodic data submittals, self-reports, exception reports
and complaints submitted with respect to, or relating to, a WECC Registered Function shall not
include any employees of WECC, but may include employees of other Regional Entities, NERC
and Commission staff members. Provided, that in accordance with Section 2(c) of this
Agreement, NPCC may request and obtain technical advice and assistance from WECC
employees, acting in a consulting or advisory capacity, who are not employed in a WECC

Registered Function or performing activities in support of a WECC Registered Function.

2. Responsibilities of WECC.

@) WECC shall establish and designate to NPCC a primary compliance contact for
each WECC Registered Function, in accordance with Section 2.0 of the NERC CMEP.

(b) WECC shall timely respond to and comply with all notices, requests for
information and schedules issued by NPCC as the CEA for the WECC Registered Functions

pursuant to the NERC CMEP.



(©) WECC, acting in its delegated role as a Regional Entity, shall provide subject-
matter experts (“SME”) as requested by NPCC to provide technical advice and assistance to
NPCC, in NPCC's discretion, in carrying out the CMEP with respect to the WECC Registered
Functions. A SME provided by WECC may be an employee of WECC or an industry volunteer,
provided that no SME provided by WECC may be employed by WECC in a WECC Registered
Function or performing activities in support of a WECC Registered Function. The Parties agree
that SMEs provided by WECC shall only be used by NPCC in a consulting or advisory capacity
to provide expertise and advice on technical matters pertaining to the WECC Registered
Functions, shall have no decision-making responsibilities with respect to any compliance
processes or compliance enforcement matters, and shall not be a member of any compliance
audit team, compliance investigation team, or review team for self-certifications, spot check
responses, periodic data submittals, self-reports, exception reports or complaints submitted by
or relating to a WECC Registered Function.

(d) WECC shall reimburse NPCC the actual, reasonable costs of NPCC's
performance of the CMEP with respect to the WECC Registered Functions, including an
appropriate allocation of NPCC’s General and Administrative costs, in accordance with Section
6 of this Agreement.

(e) Except as provided in this Agreement, WECC, acting in its delegated role as a
Regional Entity, shall continue to perform all CMEP responsibilities in the WECC Region in

accordance with the NERC-WECC Delegation Agreement.

3. Disposition of Penalties Paid by WECC with respect to a WECC Registered
Function.

In accordance with Section 9(j), and Section 5 of Exhibit E, of the NERC-WECC
Delegation Agreement, any penalties to be paid by WECC for violations of Reliability Standards
by a WECC Registered Function, shall be transmitted to NERC, to be used by NERC as a

general offset to NERC'’s budget for its activities as the Electric Reliability Organization under



the Federal Power Act for the following year, in accordance with the NERC Accounting,
Financial Statement and Budgetary Treatment of Penalties Imposed and Received for Violations

of Reliability Standards.

4. Transfer of Responsibilities for CMEP Activities With Respect To WECC
Registered Functions That Are In Progress on the Effective Date.

(@) Upon the Effective Date, the NERC-WECC CEA Agreement shall be terminated
pursuant to a separate termination agreement between NERC and WECC; provided that any
obligations of WECC under the NERC-WECC CEA Agreement that have not been completed as
of the Effective Date shall survive the termination of the NERC-WECC CEA Agreement and
shall be timely completed by WECC in accordance with the terms of the NERC-WECC CEA
Agreement.

(b) Upon the Effective Date, responsibility for being the CEA with respect to the
WECC Registered Functions shall be transferred to and assumed by NPCC.

(© Upon the Effective Date, NPCC shall assume full responsibility, as the CEA, for
completion of all compliance processes with respect to the WECC Registered Functions that are
in progress as of the Effective Date, including without limiting the foregoing, (i) completion and
issuance of reports of compliance audits and compliance investigations of the WECC
Registered Functions, (ii) completion of review of, and issuance of any findings or reports
concerning, any self-certifications, spot-checks, periodic data submittals, self-reports, exception
reports or complaints, submitted with respect to, or pertaining to, a WECC Registered Function,
(iii) determination of whether any notice of alleged violations and/or proposed penalties or
sanctions should be issued with respect to a WECC Registered Function as a result of any such
compliance processes, (iv) processing of any notices of alleged violations and/or proposed
penalties or sanctions that were issued before the Effective Date, or are issued after the
Effective Date as the result of compliance processes conducted before the Effective Date, and

(v) review, approval and monitoring of implementation and completion of any Mitigation Plans



required with respect to a WECC Registered Function as the result of compliance processes

conducted before the Effective Date.

5. Revisions to Exhibit B to this Agreement

(@) If WECC becomes registered on the NERC Compliance Registry as the IA for a
BA Area not listed on Exhibit B to this Agreement, the Parties shall revise Exhibit B to add the
BA Area for which WECC has become the Registered Entity for the IA function.

(b) If WECC ceases to be registered on the NERC Compliance Registry as the 1A for
a BA Area, the Parties shall revise Exhibit B to delete the BA Area for which WECC has

ceased to be the Registered Entity for the IA function.

6. Compensation to NPCC for Performance of CMEP With Respect to the WECC
Registered Functions.

@) Compensation through December 31, 2012.

For the period from the Effective Date of this Agreement through December 31,
2012, NPCC shall invoice WECC the amount of $18,000.00 per quarter (pro-rated for
any partial quarter) on or about the first day of each calendar quarter. The first invoice
shall also include the amount for the partial quarter, if any, between the Effective Date
and the date of the first invoice. WECC shall remit to NPCC the amount of each invoice
by check or electronic funds transfer to NPCC within twenty (20) business days following
the date of each invoice.

(b) Compensation for Years Subsequent to 2012.

0] In its annual Business Plans and Budgets submitted to NERC and the
Commission for the year 2013 and subsequent years within the term of this Agreement,
NPCC shall identify a portion of its CMEP budget, including an appropriate allocation of
NPCC’s General and Administrative Costs (the “WECC Registered Functions CMEP
Budget”), that is attributable to the performance of the CMEP with respect to the WECC

Registered Functions. NPCC’s allocation of resources to the performance of its



obligations under this Agreement and the corresponding budgeted amount shall be
subject to approval by NERC and by the Commission as part of their overall approval of
NPCC's business plan and budget. The amount of NPCC'’s proposed WECC Registered
Functions CMEP Budget shall also be included in WECC'’s business plan and budget
that is submitted to NERC and to the Commission for approval. The amount of the
WECC Registered Functions CMEP Budget for each year, as approved by the
Commission, (i) shall be excluded from the calculation of NPCC’s assessments to Load
Serving Entities (“LSES”) in the NPCC Region for each such year, and (ii) shall be
included in the calculation of WECC’s assessments to LSEs in the WECC Region for
each such year. NPCC shall invoice WECC for the amount of the WECC Registered
Functions CMEP Budget in four equal quarterly amounts during each year, with the
invoices to be issued by NPCC to WECC on or about January 1, April 1, July 1 and
October 1 and to be paid by WECC by check or electronic funds transfer to NPCC within
twenty (20) business days following the date of the invoice.

(© Reconciliation of Costs.

No later than ninety (90) days after the end of a budget-year, NPCC shall provide
to WECC a statement of actual expenses incurred by NPCC in the fulfillment of NPCC’s
responsibilities under this agreement for that budget-year. The statement shall disclose
the actual costs of labor, travel and meetings, and all other direct costs, as well as
NPCC's allocation of its actual General and Administrative Costs. The statement shall
summarize the reasons for any variances as compared to the budget amount. NPCC
shall provide supporting documentation for the final statement upon request by WECC.
The total variance for the concluded budget year shall be incorporated as a
compensating adjustment in both the NPCC and WECC budgets in the second year

following the budget-year and, as approved by NERC and the Commission, reflected in



the quarterly invoices from NPCC to WECC and quarterly payments by WECC to NPCC
in such year.

(d) Supplemental Invoice.

If during any budget-year, including 2012, the actual cost of performing NPCC'’s
responsibilities under this agreement exceeds the budgeted funding by more than ten
(10) percent (for example as may be necessitated by the conduct of a compliance
investigation or hearing), NPCC shall have the right to issue supplemental invoices to
WECC to recover in full all actual costs incurred above the budgeted funding. Upon
receipt of such a supplemental invoice, WECC shall pay the full amount of the invoice by
check or electronic funds transfer to NPCC within sixty (60) days.
7. Term and Termination.
(@) Initial Term.  The Initial Term of this Agreement shall be from the Effective Date
of this Agreement to December 31, 2014.

(b) Renewal Terms. This Agreement shall not automatically renew at the end of

the Initial Term without the express approval of NERC and the Commission. If either NPCC or
WECC does not plan to seek approval for renewal of the agreement, that Party must give
written notice to the other Party at least one (1) year prior to the end of the Initial Term. In the
event NPCC and WECC intend to renew the Agreement, they shall make a joint filing to NERC
not later than April 1, 2014 requesting approval of the renewal. In the event of termination of the
Agreement, NPCC will work with WECC and NERC to transfer responsibility for any compliance
activities in progress to the entity that will be the CEA for the WECC Registered Functions.

(c) Early Termination.  Notwithstanding the provisions of subsections 7(a) and

7(b), Early Termination of this Agreement shall occur in the following events:
0] If either NPCC or WECC ceases to be a Regional Entity, this Agreement
shall terminate as of the end of the calendar year that NPCC or WECC ceases to be a

Regional Entity.

10



(i) If WECC ceases to be the Registered Entity for both the RC function and
the 1A function in the WECC Region, this Agreement shall terminate as of the last date
that WECC ceases to be a Registered Entity for the RC function or the IA function.

(i) If WECC ceases to be the Registered Entity for either the RC or the IA
function but remains the Registered Entity for the other function, the Parties will amend
this Agreement accordingly.

(iii) If both Parties agree in writing to terminate this Agreement at any time.

(iv) If any provision of this Agreement, or the application thereof to any
person, entity or circumstance, is held by a court or regulatory authority of competent
jurisdiction to be invalid, void, or unenforceable, or if a modification or condition to this
Agreement is imposed by the Commission, the Parties shall endeavor in good faith to
negotiate such amendment or amendments to this Agreement as will restore the relative
benefits and obligations of the signatories under this Agreement immediately prior to
such holding, modification or condition. If any Party finds such holding, modification or
condition unacceptable and the Parties are unable to renegotiate a mutually acceptable
resolution, said Party may unilaterally terminate this Agreement. Such termination shall
be effective as of one year following written notice provided by said Party to the other
Party, or at such other time as may be mutually agreed by NERC, NPCC and WECC.

(V) Provided, that in the event of the termination of this Agreement, NPCC
will transfer responsibility for completion of all compliance processes that are in progress
as of the date of Early Termination, or within a reasonable time after as mutually agreed
to by the Patrties, to the entity that will be the CEA for the WECC Registered Functions.
(d) In the event of termination, the costs associated with the wind-down of this

Agreement and transfer of any compliance processes in progress to the new CEA are payable

by WECC to NPCC in accordance with Section 6 of this Agreement.
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8. Geographic Scope of Agreement

This Agreement, and the responsibilities of the Parties hereunder, is effective and
binding only within the portion of the geographic boundaries of WECC shown in Exhibit A that
is within the United States with respect to the WECC RC and those Balancing Authority areas

within the United States listed in Exhibit B with respect to the WECC IA.

9. Representations of the Parties.

(@) Representations of WECC. WECC represents and warrants that (i) WECC is

and shall remain during the term of this Agreement validly existing and in good standing
pursuant to all applicable laws relative to this Agreement, (ii) no applicable law, contract or other
legal obligation prevents WECC from executing this Agreement and fulfilling its obligations
hereunder, (iii) entry into this Agreement by WECC is duly authorized under its governing
corporate documents, and (iv) the person or persons executing this Agreement on behalf of
WECC are duly authorized to do so.

(b) Representations of NPCC. NPCC represents and warrants (i) NPCC is and

shall remain during the term of this Agreement validly existing and in good standing pursuant to
all applicable laws relative to this Agreement, (i) no applicable law, contract or other legal
obligation prevents NPCC from executing this Agreement and fulfilling its obligations hereunder,
(i) entry into this Agreement by NPCC is duly authorized under its governing corporate
documents, and (iv) the person or persons executing this Agreement on behalf of NPCC are

duly authorized to do so.

10. Limitation of Liability.

NPCC and WECC agree not to sue one another or their directors, officers, employees,
and persons serving on their committees and subgroups based on any act or omission of any of
the foregoing in the performance of duties pursuant to this Agreement or in conducting activities

under the authority of Section 215 of the Act, other than seeking a review of such action or

12



inaction by the Commission. NPCC and WECC shall not be liable to one another for any
damages whatsoever, other than for non-payment of or failure to remit compensation due
pursuant to Section 6 of this Agreement, including without limitation, direct, indirect, incidental,
special, multiple, consequential (including attorneys’ fees and litigation costs), exemplary, or
punitive damages arising out of or resulting from any act or omission associated with the
performance of NPCC’'s or WECC's responsibilities under this Agreement or in conducting
activities under the authority of Section 215 of the Act, except to the extent that NPCC or WECC
is found liable for gross negligence or intentional misconduct, in which case NPCC or WECC
shall not be liable for any indirect, incidental, special, multiple, consequential (including without

limitation attorneys’ fees and litigation costs), exemplary, or punitive damages.

11. No Third Party Beneficiaries.
Nothing in this Agreement shall be construed to create any duty to, any standard of care

with reference to, or any liability to any third party.

12. Confidentiality.

During the course of the Parties’ performance under this Agreement, a Party may
receive Confidential Information, as defined in Section 1500 of the NERC ROP. Except as set
forth herein, the Parties agree to keep in confidence and not to copy, disclose, or distribute any
Confidential Information or any part thereof, without the prior written permission of the issuing
Party, unless disclosure is required by subpoena, law, or other directive of a court,
administrative agency, or arbitration panel, in which event the recipient hereby agrees to provide
the Party that provided the Confidential Information with prompt notice of such request or
requirement in order to enable such issuing Party to (a) seek an appropriate protective order or
other remedy, (b) consult with the recipient with respect to taking steps to resist or narrow the
scope of such request or legal process, or (c) waive compliance, in whole or in part, with the

terms of this Section 12. In the event a protective order or other remedy is not obtained or the

13



issuing Party waives compliance with the provisions, the recipient agrees to furnish only that
portion of the Confidential Information which the recipient’s counsel advises is legally required
and to exercise best efforts to obtain assurance that confidential treatment will be accorded to
such Confidential Information. In addition, each Party shall ensure that its officers, trustees,
directors, employees, subcontractors and subcontractors’ employees, and agents to whom
Confidential Information is exposed are under obligations of confidentiality that are at least as
restrictive as those contained herein. This confidentiality provision does not prohibit reporting
and disclosure by NPCC, as the CEA with respect to the WECC Registered Functions, in

accordance with Section 8.0 and other provisions of the NERC CMEP.

13. Amendment.
Neither this Agreement nor any of the terms hereof, may be amended unless such

amendment is made in writing, signed by the Parties, and approved by the Commission.

14. Dispute Resolution.

In the event a dispute arises under this Agreement between the Parties, representatives
of the Parties with authority to settle the dispute shall meet and confer in good faith in an effort
to resolve the dispute in a timely manner. In the event the designated representatives are
unable to resolve the dispute within thirty (30) days or such other period as the Parties may
agree upon, each Party shall have all rights to pursue all remedies, except as expressly limited
by the terms of this Agreement. No Party shall have the right to pursue other remedies until the
Dispute Resolution procedures of this Section 14 have been exhausted. This Section 14 shall
not apply to enforcement actions or Remedial Action Directives by NPCC, as the CEA, against a
WECC Registered Function, or hearings conducted at the request of WECC as the Registered

Entity for a WECC Registered Function, pursuant to the NERC CMEP.
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15. Notices.

Whether expressly so stated or not, all notices, demands, requests, and other
communications required or permitted by or provided for in this Agreement shall be given in
writing to a Party at the address set forth below, or at such other address as a Party shall
designate for itself in writing in accordance with this Section, and shall be delivered by hand or

reputable overnight courier:

If to NPCC: If to WECC:
Northeast Power Coordinating Council Western Electricity Coordinating Council
1040 Avenue of the Americas 155 North 400 West
10" Floor Suite 200
New York, NY 10018 Salt Lake City, UT 84103
Attn: Edward A. Schwerdt Attn: General Counsel
Facsimile: 212 302-2782 Facsimile: 801-582-6899

Provided, that the foregoing notice provision shall not be applicable to notices and other
communications between NPCC, as the CEA, and WECC as the Registered Entity for a WECC
Registered Function, which notices and other communications shall instead be provided or

transmitted in accordance with the NERC CMEP.

16. Governing Law.

When not in conflict with or preempted by federal law, this Agreement will be governed
by and construed in accordance with the laws of Delaware without giving effect to the conflict of
law principles thereof. The Parties recognize and agree not to contest the exclusive or primary
jurisdiction of the Commission to interpret and apply this Agreement; provided however, that if
the Commission declines to exercise or is precluded from exercising jurisdiction of any action
arising out of or concerning this Agreement, such action shall be brought in any state or federal
court of competent jurisdiction in Delaware. All Parties hereby consent to the jurisdiction of any
state or federal court of competent jurisdiction in Delaware for the purpose of hearing and

determining any action not heard and determined by the Commission.
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17. Headings.
The headings and captions in this Agreement are for convenience of reference only and

shall not define, limit, or otherwise affect any of the terms or provisions hereof.

18. Entire Agreement.
This Agreement constitutes the entire agreement, and supersedes all prior agreements
and understandings, both written and oral, among the Parties with respect to the subject matter

of this Agreement.

19. Execution of Counterparts.
This Agreement may be executed in counterparts and each counterpart shall have the

same force and effect as the original.

NOW, THEREFORE, the Parties have caused this Agreement to be executed by their

duly authorized representatives, to be effective as of the Effective Date.

NORTHEAST POWER COORDINATING
COUNCIL, INC.

By:
Name: Edward A. Schwerdt
Title: President and CEO

Date:

WESTERN ELECTRICITY
COORDINATING COUNCIL

By:
Name: Mark W. Maher
Title: Chief Executive Officer

Date:
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EXHIBIT A

WECC's physical boundaries coincide with the boundaries of the Western Interconnection. The
Western Interconnection consists of the synchronously operated electric transmission grid in the
western part of North America, which includes parts of Montana, Nebraska, New Mexico, South
Dakota, Texas, Wyoming, and Mexico and al of Arizona, California, Colorado, Idaho, Nevada,
Oregon, Utah, Washington and the Canadian Provinces of British Columbia and Alberta. The
WECC region encompasses approximately 1.8 million square miles.

WECC' s northern border runs along the northern border of British Columbia and Alberta.
The western border extends along the western coast of North America from British Columbia
into northern Baja California, Mexico. The southern border traverses northern Baja and extends
along the southern United States border to Texas. The eastern border bisects North Americafrom
Alberta, Canada through the states of Montana, South Dakota, Wyoming, Nebraska, Texas and
New Mexico to the southern United States border.



EXHIBIT B

Balancing Authority Areas in the WECC Region for which WECC is the Registered
Entity on the NERC Compliance Registry for the Interchange Authority function:

Arizona Public Service Company

Avista Corporation

Bonneville Power Administration

Balancing Authority of Northern California

California Independent System Operator

City of Tacoma, Department of Public Utilities, Light Division
Dynegy Arlington Valley, LLC - DEAA

El Paso Electric Company

Gila River Power, LP — BA

Griffith Energy

Idaho Power Company

Imperial Irrigation District

Los Angeles Department of Water and Power

NaturEner Glacier Wind Energy 1, LLC

Nevada Power Company

New Harquahala Generating Company, LLC - HGBA
NorthWestern Corporation

Pacificorp East

Pacificorp West

Portland General Electric

Public Service Company of Colorado (PSCo)

Public Service Company of New Mexico

Public Utility District No. 1 of Chelan County

Public Utility District No. 2 of Grant County, Washington
PUD No. 1 of Douglas County

Puget Sound Energy

Salt River Project Agricultural Improvement and Power District
Seattle City Light

Sierra Pacific Power Company

Tucson Electric Power

Turlock Irrigation District

Western Area Power Administration - Desert Southwest Region
Western Area Power Administration - Rocky Mountain Region

Western Area Power Administration - Upper Great Plains Region



Draft 4-22-2011

AGREEMENT CONCERNING TERMINATION OF
“AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION and
WESTERN ELECTRICITY COORDINATING COUNCIL
CONCERNING COMPLIANCE MONITORING AND ENFORCEMENT
FOR WECC REGISTERED FUNCTIONS”

THIS AGREEMENT (“Termination Agreement”) is made effective as of [DATE]
(the “Termination Effective Date”), between the North American Electric Reliability
Corporation (“NERC”) and the Western Electricity Coordinating Council (“WECC"), for
the purpose of terminating that certain “Agreement Between North American Electric
Reliability Corporation and Western Electricity Coordinating Council Concerning
Compliance Monitoring and Enforcement for WECC Registered Functions” entered into
as of January 1, 2009 (“NERC-WECC CEA Agreement”). Capitalized terms used in this
Termination Agreement that are not separately defined herein shall have the same
meanings as in the NERC-WECC CEA Agreement.

RECITALS

l. NERC and WECC entered into the NERC-WECC CEA Agreement,
effective as of January 1, 2009, whereby NERC assumed responsibility as the CEA with
respect to the WECC Registered Functions, as more fully set forth in the NERC-WECC
CEA Agreement.

Il. The Northeast Power Coordinating Council, Inc. (“NPCC”) and WECC
have entered into, subject to approval by NERC and the Commission, a certain
“Agreement Between Northeast Power Coordinating Council, Inc. and Western

Electricity Coordinating Council Concerning Compliance Monitoring and Enforcement of

WECC Registered Functions,” to be effective as of [DATE], pursuant to which NPCC



will assume responsibility as the CEA with respect to the WECC Registered Functions
(“NPCC-WECC CEA Agreement”).

II. Upon the effective date (the “Effective Date”) of the NPCC-WECC CEA
Agreement, the NERC-WECC Agreement, and NERC'’s responsibilities as the CEA with
respect to the WECC Registered Functions, can be terminated, subject to
implementation of appropriate provisions for the transfer of NERC’s responsibilities as
the CEA with respect to the WECC Registered Functions to NPCC and the closeout of
NERC'’s and WECC's obligations under the NERC-WECC CEA Agreement.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
contained in this Termination Agreement, NERC and WECC, intending to be bound,
agree as follows:

1. The Termination Effective Date shall be the same date as the Effective
Date; provided, that this Termination Agreement shall not be effective unless and until
both this Termination Agreement and the NPCC-WECC CEA Agreement have been
approved by both (i) the NERC Board of Trustees and (ii) the Commission.

2. The NERC-WECC CEA Agreement shall terminate on the Termination
Effective Date, subject to the responsibilities of NERC and WECC to perform any of
their respective obligations under the NERC-WECC CEA Agreement or this Termination
Agreement that require actions after the Termination Effective Date. Provided, that the
provisions of Section 14, Dispute Resolution, of the NERC-WECC CEA Agreement shall
survive the termination of the NERC-WECC CEA Agreement for the purpose of
resolving any disputes that arose between NERC and WECC under the NERC-WECC

CEA Agreement prior to the Termination Effective Date.



3. (& Upon the Termination Effective Date, NPCC shall assume full
responsibility, as the CEA, for completion of all compliance processes with respect to
the WECC Registered Functions that are in progress as of the Termination Effective
Date, including without limiting the foregoing, (i) completion and issuance of reports of
compliance audits and compliance investigations of the WECC Registered Functions,
(i) completion of review of, and issuance of any findings or reports concerning, any self-
certifications, spot-checks, periodic data submittals, self-reports, exception reports or
complaints, submitted with respect to, or pertaining to, a WECC Registered Function,
(iif) determination of whether any notice of alleged violations and/or proposed penalties
or sanctions should be issued with respect to a WECC Registered Function as a result
of any such compliance processes, (iv) processing of any notices of alleged violations
and/or proposed penalties or sanctions that were issued before the Effective Date, or
are issued after the Effective Date as the result of compliance processes conducted
before the Effective Date, and (v) review, approval and monitoring of implementation
and completion of any Mitigation Plans required with respect to a WECC Registered
Function as the result of compliance processes conducted before the Effective Date.
Provided, that NPCC shall not assume responsibility, and NERC shall retain
responsibility, for the conduct and completion of any settlement negotiations that were
initiated on or before April 30, 2011 and have not been completed as of the Termination
Effective Date pertaining to any notices of alleged violations that have been issued with

respect to, or any investigations concerning, a WECC Registered Function.



(b) NERC shall work cooperatively with NPCC to effectuate the transfer to
NPCC of NERC's responsibilities as the CEA with respect to the WECC Registered
Functions, in accordance with Section 3(a).

(©) On the Termination Effective Date or as soon as practicable thereafter,
NERC shall transfer to NPCC all documents, records, files and other information
necessary for NPCC to assume responsibility, as the CEA, for completion of all
compliance processes with respect to the WECC Registered Functions that are in
progress as of the Termination Effective Date.

(d) NERC and WECC agree that this Section 3 supersedes and takes
precedence over the provisions of the last paragraph of Section 7 of the NERC-WECC
CEA Agreement.

4. Within sixty (60) days following the Termination Effective Date, NERC and
WECC shall jointly review the previous billings by NERC and payments by WECC with
respect to NERC's activities under the NERC-WECC CEA Agreement, and shall reach
agreement on a final invoice covering NERC's activities under the NERC-WECC CEA
Agreement through the Termination Effective Date. WECC shall pay NERC, or NERC
shall pay WECC, as the case may be, any net amounts owed by WECC to NERC or by
NERC to WECC as reflected in the final invoice, within thirty (30) days following the
date of the final invoice.

5. All notices, demands, requests, and other communications required or
permitted by or provided for in this Termination Agreement shall be given in writing to

NERC or WECC, as the case may be, at the respective addresses set forth below, or at



such other address as NERC or WECC shall designate for itself in writing in accordance

with this Section, and shall be delivered by hand or reputable overnight courier:

If to NERC: If to WECC:

North American Electric Western Electricity Coordinating Council
Reliability Corporation 155 North 400 West

1120 G Street, N.W., Suite 990 Suite 200

Washington, D.C. 20005 Salt Lake City, UT 84103

Attention: David N. Cook Attention: General Counsel

6. Neither this Termination Agreement nor any of the terms hereof may be

amended unless such amendment is made in writing, signed by NERC and WECC, and
approved by the Commission.

7. This Termination Agreement constitutes the entire agreement on its
subject matter, and supersedes all prior agreements and understanding, both written
and oral, between NERC and WECC with respect to the subject matter of this
Termination Agreement.

8. This Termination Agreement may be executed in counterparts and each
counterpart shall have the same force and effect as the original.

NOW, THEREFORE, NERC and WECC have caused this Termination
Agreement to be executed by their duly authorized representatives, to be effective as of

the Termination Effective Date.

NORTH AMERICAN ELECTRIC WESTERN ELECTRICITY
RELIABILITY CORPORATION COORDINATING COUNCIL
By: By:

Name: Gerald W. Cauley Name: Mark W. Maher

Title: President and CEO Title: Chief Executive Officer
Date: Date:




April 22, 20112-17-2011

AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION
AND NORTHEAST POWER COORDINATING COUNCIL, INC.

AMENDED AND RESTATED DELEGATION AGREEMENT (“Agreement”) made
as of January 1, 2011, between the North American Electric Reliability Corporation (“NERC"),
an organization certified by the Federal Energy Regulatory Commission (* Commission”)
pursuant to Section 215(c) of the Federal Power Act to establish and enforce Reliability
Standards for the Bulk-Power System, and Northeast Power Coordinating Council, Inc.
(“NPCC"), an organization established to develop and enforce Reliability Standards within the
geographic boundaries identified on Exhibit A to this Agreement, and for other purposes.

NERC and NPCC may be individually referred to herein as “Party” or collectively as“Parties.”

WITNESSETH
WHEREAS, Subtitle A of the Electricity Modernization Act of 2005 added Section 215
to the Federal Power Act (16 U.S.C. § 824n) (hereafter “the Act”), which, among other things,
provides for the establishment of an electric reliability organization (“ERO”) to develop and

enforce Reliability Standards applicable to all owners, operators, and users of the Bulk-Power
System;

WHEREAS, the Commission has adopted regulations for the implementation of the
Act, which are set forth at Chapter 1, Title 18, Code of Federal Regulations, Part 39 (the “ERO
Regulations’);

WHEREAS, the Commission has certified NERC as the ERO that will, in accordance
with the Act, establish and enforce Reliability Standards for the Bulk-Power System, subject to

certain delegation provisions described below;
WHEREAS, the Act recognizes the international interdependency of electric reliability

within North America and envisions the ERO and such applicable Regional Entities as

international organizations;
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WHEREAS, the Act and Section 39.8 of the ERO Regulations provide for the
delegation by the ERO of authority to propose and enforce Reliability Standards to regional
entities (“Regional Entities”) such as NPCC provided that:

(A) The Regional Entity isgoverned by —

() an independent board;
(ii) abalanced stakeholder board; or
(iii) a combination independent and balanced stakeholder board.

(B) The Regional Entity otherwise satisfies the provisions of Section 215(c)(1) and (2)
of the Act; and

(C) The agreement promotes effective and efficient administration of Bulk-Power
System reliability;

WHEREAS, certain Regional Entities are organized on an Interconnection-wide basis
and are therefore entitled to the presumption set forth in the Act that: “[t]he ERO and the
Commission shall rebuttably presume that a proposal for delegation to a Regiona Entity
organized on an Interconnection-wide basis promotes effective and efficient administration of

bulk power system reliability and should be approved’;

WHEREAS, the Act further provides that the ERO shall rebuttably presume that a
proposal from a Regional Entity organized on an Interconnection-wide basis for a Reliability
Standard or modification to a Reliability Standard to be applicable on an Interconnection-wide

basisisjust, reasonable, and not unduly discriminatory or preferential, and in the public interest;

WHEREAS, NPCC is not organized on an Interconnection-wide basis and therefore is

not entitled to the rebuttable presumptions accorded such an entity;

WHEREAS, NERC will work through NPCC to carry out certain of its activitiesin

furtherance of its responsibilities as the ERO under the Act;
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WHEREAS, NERC has concluded that NPCC meets all requirements of the Act, the
ERO Regulations, and the NERC Rules of Procedure as approved by the Commission (*NERC
Rules of Procedure”) necessary to qualify for delegation; and

WHEREAS, NERC and NPCC having operated under a predecessor agreement to this
Agreement, have negotiated this amended and restated Agreement so as to incorporate the
benefits of their mutual experience and lessons learned while operating under the predecessor
agreement and thereby provide for the more efficient and effective execution of their respective
responsibilities in a transparent manner that is pursuant to Section 215 of the Act and the ERO
Regulations;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, NERC and NPCC agree as follows:

1. Definitions. The capitalized terms used in this Agreement shall be defined as set forth
in the Act, the ERO Regulations, the NERC Rules of Procedure, or the NERC Glossary of
Terms Used in Reliability Standards, or, if not so defined, shall be defined as set forth in this
Section 1 or elsewhere in the text of this Agreement:

@ Breach means (i) the failure of a Party to perform or observe any material term,
condition or covenant of the Agreement or (ii) arepresentation in Section 2 of the
Agreement shall have become materially untrue.

(b) Cross-Border Regional Entity means a Regional Entity that encompasses a part

of the United States and a part of Canada or Mexico.
(© Delegated Authority means the authority delegated by NERC to NPCC to
propose and enforce Reliability Standards pursuant to the Act and to undertake related activities

set forth in this Agreement in furtherance of these delegated functions in accordance with the

Act, the ERO Regulations and this Agreement.

2. Repr esentations.

@ For purposes of its Delegated Authority, NPCC hereby represents and warrants
to NERC that:
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(1) NPCC isand shall remain during the term of this Agreement validly
existing and in good standing pursuant to all applicable laws relevant to this Agreement and that
no applicable law, contract or other legal obligation preventsit from executing this Agreement
and fulfilling its obligations hereunder. NPCC is governed in accordance with its bylaws by a
combination independent and balanced stakeholder board. Pursuant to these bylaws, no two
industry sectors can control any NPCC decision and no single industry sector can veto any
NPCC decision. Therelevant portions of such bylaws are attached hereto in Exhibit B*, and as
so attached are in full force and effect. No other such corporate governance documents are
binding upon NPCC.

(i)  Assetforthin Exhibit C hereto?, NPCC has developed a standards
development procedure, which provides the process that NPCC may use to develop Regional
Reliability Standards [and Regional Variances, if the regional entity is organized on an
Interconnection-wide basig] that are proposed to NERC for adoption.

(iii)  Assetforth in Exhibit D hereto, NPCC has adopted the NERC
Compliance Monitoring and Enforcement Program, Appendix 4C to the NERC Rules of
Procedure, which provides for the enforcement of Reliability Standards within NPCC

geographic boundaries as shown on Exhibit A.

(b) NERC hereby represents and warrants to NPCC that:

() NERC is and shall remain during the term of this Agreement validly
existing and in good standing pursuant to all applicable laws relevant to this Agreement and that
no applicable law, contract or other legal obligation preventsit from executing this Agreement
and fulfilling its obligations hereunder; and

(i)  NERC has been certified as the ERO by the Commission pursuant to the
Act.

' The Exhibit B from NPCC shall meet the requirements contained in Exhibit B to this
Agreement.
2The Exhibit C from NPCC shall meet the requirements contained in Exhibit C to this
Aqgreement.
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3. Covenants.

@ During the term of this Agreement, NPCC shall maintain and preserve its
gualifications for delegation pursuant to the Act and shall not amend its Regional Entity Rules
without NERC' s approval, which shall not be unreasonably withheld or delayed and which
shall, in the case of aRegional Entity organized on an Interconnection-wide basis, be governed
by the presumptions provided for in Section 215(d)(2) and (€)(4)(C) of the Act, and be subject
to any required Commission approval.

(b) During the term of this Agreement, NERC shall maintain its qualification and
status as the ERO pursuant to the Act and, subject to the provisions of Sections 17 and 18 of this
Agreement, NERC shall not adopt amendments to the NERC Rules of Procedure that conflict
with the rights, obligations or programs of NPCC under this Agreement without first obtaining
the consent of NPCC, which consent shall not be unreasonably withheld or delayed.

(c) During the term of this Agreement, NERC and NPCC shall adhere to and

require that all participantsin their respective activities under this Agreement

follow and comply with the NERC Antitrust Compliance Guidelines.

4. Delegation of Authority.

@ Based upon the representations, warranties and covenants of NPCC in Sections 2
and 3 above, the corporate governance documents set forth in Exhibit B, the standards
development process set forth in Exhibit C, and the compliance monitoring and enforcement
program set forth in Exhibit D, NERC hereby delegates authority, pursuant to Section
215(e)(4) of the Act, to NPCC for the purpose of proposing Reliability Standards to NERC, as
set forth in Section 5 of this Agreement, and enforcing Reliability Standards, as set forth in
Section 6 of this Agreement, within the geographic boundaries and such other scope set forth on
Exhibit A, provided, that NPCC shall not monitor and enforce compliance with Reliability
Standards for NPCC or an affiliated entity with respect to reliability functions for which NPCC
or an affiliate is a Registered Entity. Any exclusions from this delegation of authority to NPCC
within, or additions to this delegation of authority to NPCC beyond, the geographic boundaries
set forth on Exhibit A are stated on Exhibit A.

(b) In circumstances where NPCC or an affiliated entity is a Registered Entity,
NPCC shall enter into an agreement with another Regional Entity or NERC for the other
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Regional Entity or NERC to monitor and enforce NPCC or affiliate’s compliance with
Reliability Standards. Such agreements are subject to NERC and Commission approval.

(© Nothing in this Agreement shall prohibit NPCC from entering into an
arrangement between one or more other Regional Entities to perform compliance monitoring
and enforcement activities outside of its region, on behaf of NERC and/or other Regional
Entities, for Registered Entities that have registered functions monitored by more than one
Regional Entity, subject to approval by NERC.

(d) For Cross-Border Regional Entities, the authority delegated by this Agreement
shall extend only to the portion of the region identified on Exhibit A that iswithin the United
States. Any delegation of authority by ERO Governmental Authoritiesin Canada or Mexico
shall be governed by a separate agreement and is outside the scope of this Agreement; provided,
however, that both NPCC and NERC shall endeavor to ensure that this Agreement and such
separate agreements are compatible.

(e As acondition to this delegation of authority and subject to the provisions of
Section 17 of this Agreement, NPCC shall comply with the applicable provisions of NERC's
Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability Standards, asfrom

time to time adopted, approved, or amended.

5. Development and Proposal of Reliability Standards.
@ In connection with its Delegated Authority, NPCC shall be entitled to:
(1) propose Reliability Standards, Regional Variances, or modifications

thereof to NERC, which shall be considered by NERC through an open and inclusive process
for proposing and adopting Reliability Standards that affords NPCC reasonable notice and
opportunity to be heard; and

(i) develop Regional Reliability Standards [and Regional Variances, if
Regional Entity is organized on an Interconnection-wide basis] through NPCC process as set
forth in Exhibit C. Proposals approved through NPCC process shall be reviewed by the NERC
Board after NERC provides notice and an opportunity for interested persons to comment. Inthe
case of aproposa from a Regional Entity organized on an Interconnection-wide basis,
comments shall be limited to the factors identified in NERC Rule of Procedure 312.3 asit may
be amended from time to time. The NERC Board shall promptly thereafter consider such
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proposed Regiona Reliability Standard or Regional Variance, applying the rebuttable
presumption described in subsection 5(b) of this Agreement if the proposed Regional Reliability
Standard or Regional Varianceis from a Regional Entity organized on an Interconnection-wide
basis, and either approve the proposed Regional Reliability Standard or Regional Variance and
submit it to the Commission for approval, or disapprove it in writing setting forth its reasons.
NPCC may appeal any disapproval of a proposed Regional Reliability Standard or Regional
Variance to the Commission.

(b) Pursuant to Section 215(d)(3) of the Act, NERC shall rebuttably presume that a
proposal from a Regional Entity organized on an Interconnection-wide basis for a Regional
Reliability Standard or Regional Variance or modification thereof to be applicable on an
Interconnection-wide basisis just, reasonable, and not unduly discriminatory or preferential,
and in the public interest. Any person challenging such proposal from the Regional Entity
organized on an Interconnection-wide basis shall have the burden of proof. NERC shall not
find that this presumption has been rebutted except based upon substantial evidence that has
been disclosed to, and been subject to comment by, the Interconnection-wide Regional Entity

during NERC' sreview of the proposal.

6. Enforcement of Compliance with Rdliability Standar ds.

€)) In connection with its delegated authority pursuant to this Agreement, NPCC
shall enforce Reliability Standards (including Regional Reliability Standards and Regional
Variances) within the geographic boundaries set forth, or as otherwise specified, in Exhibit A
through the compliance monitoring and enforcement program set forth in Exhibit D. NERC
and NPCC agree that this compliance monitoring and enforcement program meets all applicable
requirements of the Act, Order No. 672 of the Commission, and the ERO Regulations,
including, inter alia, the requirement for an audit program pursuant to Section 39.7(a) of the
ERO Regulations, the assessment of penalties pursuant to Section 39.7(c) through 39.7(g) of the
ERO Regulations and the requirements for due process. NPCC may not change its compliance
monitoring and enforcement program set forth in Exhibit D absent NERC' s approval, which
shall not be unreasonably withheld or delayed, and the approval of the Commission. Subject to
the rights and limitations specified in Sections 17 and 18 of this Agreement, NPCC agrees to
comply with the NERC Rules of Procedure, with any directivesissued pursuant to Section 8(c)
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of this Agreement, and with any guidance and directionsissued by the NERC Board or a Board
committee pursuant to Section 8(d) of this Agreement, in implementing this program.

(b) NPCC shall report promptly to NERC any Possible Violation, Alleged
Violation, or Confirmed Violation of a Reliability Standard, and its eventual disposition by
NPCC. Such report shall include the owner’s, operator’s, or user’ s name, which Reliability
Standard or Reliability Standards were the subject of the Possible Violation, Alleged Violation,
or Confirmed Violation, when the Possible Violation, Alleged Violation, or Confirmed
Violation occurred, other pertinent facts including circumstances surrounding the Possible
Violation, Alleged Violation, or Confirmed Violation with any known risk to the Bulk-Power
System, when the Possible Violation, Alleged Violation, or Confirmed Violation was or will be
mitigated, the name of a person knowledgeabl e about the Possible Violation, Alleged Violation,
or Confirmed Violation to serve as a point of contact with the Commission, and any other
information required by NERC compliance program procedures. NERC shall promptly forward
such report to the Commission. NERC and NPCC shall cooperate in filing such periodic
summary reports as the Commission shall from time to time direct on Possible Violations,
Alleged Violations, and Confirmed Violations of Reliability Standards and summary analyses
of such Possible Violations, Alleged Violations, and Confirmed Violations.

(© Each Possible Violation, Alleged Violation, or Confirmed Violation shall be
treated as nonpublic unless the matter is filed with the Commission as a Notice of Penalty, or, if
disclosureisrequired, dismissed. The disposition of each Possible Violation, Alleged
Violation, or Confirmed Violation that relates to a Cybersecurity Incident or that would
jeopardize the security of the Bulk-Power System if publicly disclosed shall remain nonpublic
unless the Commission directs otherwise.

(d) All dispositions by NPCC of Possible Violations, Alleged Violations, and
Confirmed Violations of Reliability Standards shall be reported to NERC for review and, in the
case of Confirmed Violations, penalties or sanctions, and settlements, for approval. Following
approval of adisposition by NERC, NERC shall file the disposition with the Commission, if
required by, and in accordance with, Section 215(e) of the Act and Section 39.7 of the ERO
Regulations. NERC shall review NPCC dispositions based on the following criteria:

(i) whether the disposition is supported by a sufficient record compiled by

NPCC in accordance with the NERC Rules of Procedure, NERC directives and

Amended and Restated NERC-NPCC Regional Delegation Agreement Page 8 of 25



April 22, 20112-17-2011

Commission requirements, taking into account the nature of the Possible Violation,

Alleged Violation, or Confirmed Violation,

(ii) whether the disposition is consistent with any applicable directives
issued pursuant to Section 8(c) of this Agreement, any applicable directions or guidance
issued by the NERC Board or a Board committee pursuant to Section 8(d) of this
Agreement, or other applicable NERC guidance, concerning the Reliability Standards to
which the Possible Violation, Alleged Violation, or Confirmed Violation relates,

(iii) if the disposition is a Confirmed Violation or settlement, whether it
provides for a penalty or sanction, or a determination of no penalty or sanction,
determined in accordance with the NERC Sanction Guidelines, Appendix 4B to the
NERC Rules of Procedure, and

(iv) whether the disposition is reasonably consistent with other
dispositions by NPCC and by other Regional Entities of Possible Violations, Alleged
Violations, and Confirmed Violations involving the same or similar facts and
circumstances.

NERC may reject any disposition, with an explanation of why NERC believes the disposition
does not meet the above criteria. NPCC may submit a disposition requiring NERC approval
that has been rejected by NERC, or arevised disposition following arejection, directly to the
NERC Board Compliance Committee for approval without revising the disposition to address
all the grounds on which NERC originally rejected the disposition. The final approval of NPCC
disposition of a Possible Violation, Alleged Violation, or Confirmed Violation shall be made by
the NERC Board Compliance Committee, provided, that the NERC Board or NERC Board
Compliance Committee may, by appropriate resolution, delegate authority for final approval of
dispositions of specified categories of Possible Violations, Alleged Violations, or Confirmed
Violations to the NERC President.

(e) All appeals of penaltiesimposed by NPCC as aresult of adecision by NPCC
Hearing Body shall be filed with, heard by and disposed of by, NERC in accordance with the
NERC Rules of Procedure.

(f) NPCC shall maintain the capability to conduct investigations of Possible Violations
and Alleged Violations of Reliability Standards and to conduct such investigationsin a

confidential manner.
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(g9 NPCC shall maintain a program of proactive monitoring and enforcement of
compliance with Reliability Standards, in accordance with the NERC Compliance Monitoring
and Enforcement Program and the annual NERC Compliance Monitoring and Enforcement
Program Implementation Plan.

(h) Aspart of its compliance monitoring and enforcement program, NPCC shall
maintain a conflict of interest policy that assures the integrity and independence of such
program, including the integrity and independence of the persons or decision-making bodies
making final determinationsin compliance enforcement actions under Section 5.0 of the NERC
Compliance Monitoring and Enforcement Program. NPCC may have stakeholders lead or
participate in its board compliance committee so long as integrity and independence are assured
through reasonable and appropriate recusal procedures.

(i) Asoften as NERC deems necessary, but no less than every five years, NERC shall
review NPCC compliance monitoring and enforcement program to determine that: (i) the
program meets all applicable legal requirements; (ii) actual practices reflect the requirements;
and (iii) the program administered pursuant to the Delegated Authority promotes consistent
interpretations across North America of Reliability Standards and comparable levels of
sanctions and penalties for violations of Reliability Standards constituting comparable levels of
threat to reliability of the Bulk-Power System.

(1) NPCC may also perform compliance monitoring and enforcement activities outside
of the Region shown on Exhibit A, on behalf of NERC and/or other Regional Entities, such

activities to be undertaken pursuant to a contract between NPCC and such other Regional Entity

that is approved by NERC and the Commission.

7. Delegation-Related Activities.
NERC will engage NPCC on its behalf to carry out certain of its activities that arein
furtherance of Bulk-Power System reliability and NERC'’ s responsibilities as the ERO under the

Act or in support of the Delegated Authority, as specified in the NERC Rules of Procedure and
listed on Exhibit E. These delegation-related activities shall include, but are not limited to,
those described in subsections (a) through (f), each of which shall be considered a statutory
activity:
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(@) Certification of Bulk-Power System Entities. The NERC Board shall set criteria
for certification in accordance with the NERC Rules of Procedure. NPCC shall issue
certifications in accordance with the NERC Rules of Procedure.

(b) Registration of owners, operators, and users of the Bulk-Power System as
responsible for compliance with requirements of Reliability Standards.

(i) The NERC Board shall develop criteriafor registration of owners, operators,
and users of the Bulk-Power System as Registered Entities and shall apply the registration
criteriato register owners, operators and users of the Bulk-Power System as Registered Entities.

(i) NERC shall maintain aregistration database of Registered Entities, based on
data and information provided by NPCC and other Regional Entities. NPCC shall provide
timely and accurate information relating to registrations to NERC, on at least a monthly basis, to
enable NERC to maintain aregistration database that is accurate and up-to-date.

(iii) The NERC Board Compliance Committee shall hear and decide appeals
from owners, operators and users of the Bulk-Power System contesting registration, in
accordance with the NERC Rules of Procedure. If the NERC Board Compliance Committee
upholds the decision to register an owner, operator, or user, NERC shall defend the decisionin
any subsequent appeal of the decision by the Registered Entity to the Commission.

(c) Reliability Assessment and Performance Analysis. NPCC shall develop
assessments of the reliability of the Bulk-Power System, or ensure that data and information are
collected, analyzed and provided to NERC in support of the development of reliability
assessments, in accordance with the NERC Rules of Procedure. NPCC shall also develop and
maintain, and collect data in support of the development and maintenance of, reliability
performance metrics and assessments of risks to the Reliable Operation of the Bulk-Power
System, in accordance with the NERC Rules of Procedure and NERC directives. NERC shall
develop data-gathering quality control procedures, forms and reporting mechanisms, which
shall be used by NPCC and other Regional Entitiesin carrying out their responsibilities under
this subsection (c).

(d) Event Analysisand Reliability mprovement. NPCC shall conduct event analysis
pursuant to the NERC Rules of Procedure and applicable governmental regulations. NERC and
NPCC shall coordinate event analysis to support the effective and efficient use of their
collective resources, consistency in event analysis, and timely delivery of event analysis reports.
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In collaboration with NERC, NPCC shall disseminate to the electric industry lessons learned
and other information obtained or resulting from event analysis.

(e) Training and Education. NPCC may provide training and education to Registered
Entities, as it deems necessary, in support of its performance of delegated functions and related
activities under this Agreement. NERC may also provide training and education programs to
Registered Entities on topics relating to NERC'’ s responsibilities as the ERO.

(f) Situation Awareness and I nfrastructure Security.

(i) NPCC shall gather and assess situation awareness information provided by
Registered Entities pursuant to the NERC Rules of Procedure and applicable governmental
regulations, and shall provide other data, information and assistance to NERC in support of
NERC' s activities in monitoring present conditions, and responding to events, on the Bulk-
Power System
(i) NPCC shall collaborate with NERC in its efforts to coordinate
electric industry activities to promote critical infrastructure protection of the Bulk-Power

System in North America.

8. Oversight of Perfor mance of Delegated Functions and Related Activities.

This Section 8 sets forth processes and procedures which the Parties intend shall be used
in NERC' s oversight of NPCC performance of its Delegated Authority and related activities
pursuant to this Agreement. It isthe intent of NERC and NPCC that matters relating to NERC's
oversight of NPCC performance of its Delegated Authority and related activities shall be
established or resolved by collaboration between NERC and NPCC and, where applicable, other
Regional Entities, to the maximum extent possible, consistent with the construct that NERC and
the Regional Entities are operating together in a collaborative manner to carry out the
responsibilities of the ERO under Section 215 of the Act and the ERO Regulations.

(@ (i) NERC shall develop, in collaboration with NPCC and other Regional Entities,
performance goals, measures and other parameters (including, without limiting the scope of
such goals, measures and parameters, financial performance goals, measures and parameters),
and performance reports, which shall be used to measure NERC’ s and NPCC performance of
their respective functions and related activities. The performance goals, measures and
parameters and the form of performance reports shall be approved by the NERC President and
shall be made public. NPCC shall provide data, information and reportsto NERC, in
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accordance with established schedules, to enable NERC to calculate NPCC performance to the
agreed-upon goal's, measures and parameters.

(i) NERC shall use the performance goals, measures and parameters and
performance reports to evaluate NPCC performance of its delegated functions and related
activities and to provide advice and direction to NPCC on performance improvements. The
performance goal's, measures and other parameters and the values of such goal's, measures and
parameters, shall be reviewed by NERC, NPCC and the other Regional Entities, revised if
appropriate, and made public, on the same timeline as the annual business planning and
budgeting process described in Section 9 of this Agreement.

(iii) At the request of the President of NERC, NPCC shall be required to
develop, submit for NERC approval, and implement action plans to address areas of its
performance that are reasonably determined by NERC, based on analysis of NPCC performance
against the performance goals, measures and parameters, or performance of specific activities,
to be unsatisfactory, provided, that prior to requiring NPCC to adopt and implement an action
plan or other remedial action, NERC shall issue a notice to NPCC of the need and basis for an
action plan or other remedial action and provide an opportunity for NPCC to submit awritten
response contesting NERC’ s evaluation of NPCC performance and the need for an action plan.
NPCC may request that the President of NERC reconsider the request, and thereafter may
request that the NERC Board review and reconsider the request. NERC and NPCC shall work
collaboratively as needed in the devel opment and implementation of NPCC action plan. A final
action plan submitted by NPCC to NERC shall be made public unless the President of NERC
makes a written determination that the action plan or specific portions of the plan should be
maintained as non-public.

(b) NERC shall make available to NPCC standardized training and education programs,
which shall be designed taking into account input from NPCC and other Regional Entities, for
NPCC personnel on topics relating to the delegated functions and related activities.

(c) (i) NERC may issue directives to NPCC concerning the manner in which NPCC
shall perform its delegated functions and related activities under this Agreement. The NERC
Rules of Procedure, or any other ERO Rule requiring approval of the Commission, shall not be
considered “directives.” NERC shall initiate the development of a directive through a
collaborative process with NPCC and, if applicable, other Regional Entities to which the
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directive will apply. Any directive developed through the collaborative process shall be
approved by, and issued under the signature of, the NERC President.

(i) If after aperiod of time that is reasonable under the circumstances, NERC
and NPCC and, if applicable, other Regional Entities are unable to reach agreement on the
contents of the directive, NERC may issue the directive with the approval of and under the
signature of the NERC President; provided, that before the NERC President issues a directive
pursuant to this paragraph (ii), NPCC and, if applicable, other Regional Entities, shall be given a
reasonable opportunity to present their positions on, and a suggested alternative version or
versions of, the proposed directive to the NERC President.

(iii) Upon issuance of adirective by the NERC President, it shall be binding
upon, and shall be complied with by, NPCC subject to reasonable time periods for adoption,
implementation, and funding of any necessary resources. Upon request by NPCC the NERC
Board (or acommittee of the Board to which the Board del egates appropriate authority) shall
review and shall confirm, revise or revoke any directive that was issued by the NERC President
without NPCC agreement, provided, that NPCC shall request such review within thirty (30)
days following issuance of the directive by the NERC President unless good cause can be
shown for alater request.

(iv) NERC and NPCC and, if applicable, other Regional Entities, shall
collaborate in deciding whether a directive (whether issued pursuant to paragraph (ii) or
paragraph (iii)) shall be made public. If no agreement is reached by the date of issuance asto
whether the directive shall be made public, the NERC President shall decide whether the
directive will be made public, provided, that is the intent of the Parties that the NERC President
shall apply a presumption that directives should be made public, unless the NERC President
makes a written determination stating a specific reason for maintaining a particular directive as
non-public.

(d) In addition to the issuance of directives pursuant to subsection (c), the NERC Board
(or aBoard committee to which the Board has delegated authority) may issue guidance or
directions as to the manner in which NPCC and, if applicable, other Regional Entities, shall
perform delegated functions and related activities. The Board or Board committee shall also
establish reasonable time periods for the implementation of any such guidance or directions,
taking into account the impact on the reliability of the Bulk-Power System and the need for
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funding of additional resources. Any such guidance or directions shall be stated in writing and
shall be public, unless the Board or Board committee makes a written determination stating a
specific reason for maintaining particular guidance or directions as non-public. NPCC either
individually or in conjunction with other Regional Entities, may request that the NERC Board
or Board committee reconsider or revise the guidance or direction.

(e) NERC shall conduct collaborative reviews with NPCC either individually or in
conjunction with one or more other Regional Entities, that provide for the exchange of
information on practices, experiences, and lessons learned in the implementation of the
delegated functions.

(f) Any audits of NPCC performed by NERC shall be limited to an examination of
NPCC compliance with this Agreement, NERC’ s Rules of Procedure, the Compliance
Monitoring and Enforcement Program, Commission requirements, and directives that arein
effect pursuant to Section 8(c).

(g) The Commission and the Commission staff shall have full accessto action plans and
remedial actions, directives, and directions and guidance issued pursuant to subsections (a)(iii),

(c)(iv) and (d), respectively, that are maintained as non-public.

0. Funding. NPCC and NERC shall ensure, subject to Commission approval in
accordance with the ERO Regulations, that the delegated functions and related activities
described in Sections 5, 6 and 7 and listed on Exhibit E have reasonable and adequate funding
and resources by undertaking the following:

(@ NPCC shal develop, through a collaborative process with NERC, and propose,
an annual business plan and budget, in accordance with ERO Regulations, Commission orders
and NERC business planning and budgeting policies and instructions. NPCC proposed business
plan and budget shall describe the activities necessary for, and provide a budget with adequate
resources for, NPCC to carry out its Delegated Authority under this Agreement, including the
functions and activities described in Sections 5, 6 and 7 and listed on Exhibit E. NPCC
business plan and budget shall show the funding sources and amounts to fund the proposed
budget, including as applicable assessments to end users, penalty monies, and other sources of

funds.

Amended and Restated NERC-NPCC Regional Delegation Agreement Page 15 of 25



April 22, 20112-17-2011

(b) NPCC and NERC agree that the portion of NPCC approved budget for the
functions and activities described in Sections 5, 6 and 7 and listed on Exhibit E that isto be
funded by assessments, will be equitably allocated among end users within the geographic
boundaries described in Exhibit A and recovered through aformula based on Net Energy for
Load, or through such other formula asis proposed by NPCC and approved by NERC and the
Commission. If NPCC proposes to use aformula other than Net Energy for Load beginning in
the following year, NPCC shall submit the proposed formulato NERC in sufficient time that
NERC may review and approve the proposed formula and file it with the Commission by May
15 for approval, and the proposed formula shall be effective for the following year if approved
by the Commission on or before the date the Commission approves the annual business plan and
budget submitted by NERC and NPCC to the Commission pursuant to the ERO Regulations for
such year.

(© NERC shall determine that the assessments to fund the costs for its statutory
functionsin its Commission-approved budget are first allocated fairly among the
Interconnections and regions according to the applicability of thiswork to those
Interconnections and regions, and then equitably among the end users of the applicable
interconnections and regions as appropriate. Allocation on a Net Energy for Load basis will be
presumed to satisfy this equitability requirement.

(d) NERC shall provide NPCC with the form or forms for business plan and budget
submittal, and any accompanying instructions, in accordance with the schedule for preparation
of the business plan and budget developed by NERC and the Regional Entities.

(e NPCC shall submit its proposed annual business plan and budget for carrying out
its Delegated Authority functions and related activities described in Sections 5, 6 and 7 and
listed on Exhibit E, aswell asfor all other activities of NPCC to NERC for review and approval
in accordance with the annual schedule for the preparation of business plans and budgets which
shall be developed collaboratively by NERC and the Regional Entities, as more fully described
in Exhibit E.

) NERC shall fund NPCC performance of its Delegated Authority and related
activities in accordance with NPCC Commission-approved business plan and budget, in the
amount of NPCC assessments to end users approved by the Commission. Exhibit E setsforth
the procedures and timing for billing and collecting NPCC approved assessments from end
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users and other entities and payment of the approved assessment amount to NPCC unless
otherwise modified and approved by NERC and the Commission. NERC shall not impose any
material obligation or requirement regarding the Delegated Authority upon NPCC that has not
been provided for in an approved business plan and budget or an approved amended or
supplemental business plan and budget, without NPCC consent.

() NERC shal develop, in consultation with the Regional Entities, a reasonable and
consistent system of accounts, with alevel of detail and record keeping comparable to the
Commission’s Uniform System of Accounts and sufficient to allow the Commission to compare
each Commission-approved NERC and NPCC fiscal year budget with the actual results at the
NERC and Regional Entity levels. NPCC shall follow NERC' s prescribed system of accounts
except to the extent that NERC permits a departure from the prescribed system of accounts.
NERC shall make an informational filing with the Commission describing any such waiver it
permits and providing an explanation supporting the permitted departure.

(h) NPCC shall submit unaudited quarterly interim financia statementsin form
provided by NERC no later than 20 days after the end of the fiscal quarter (March 31, June 30,
September 30, and December 31).

) NPCC shall submit audited financia statements annually, including supporting
materials, in aform provided by NERC no later than May 1 of the following year.

() Exhibit E to this Agreement sets forth the mechanism through which NPCC
shall offset penalty moniesit receives (other than penalty monies received from an operational
function or division or affiliated entity of NPCC) against its next year’s annual budget for
carrying out functions under this Agreement, and the mechanism by which NPCC shall transmit
to NERC any penalty monies received from an operational function or division or affiliated
entity of NPCC. Provided, that, subject to approva by NERC and the Commission, NPCC may

propose and implement an alternative use of penalty moniesto that set forth in Exhibit E.

10. Assignment. This Agreement may be assigned by either Party only with the prior
written consent of the other, which consent shall be granted or withheld in such non-assigning
Party’ s sole discretion, subject to approval by the Commission. Any assignment under this
Agreement shall not relieve a Party of its obligations, nor shall a Party's obligations be enlarged,

in whole or in part, by reason thereof. NPCC may not delegate in whole or in part its
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Delegated Authority to any other entity without NERC'’ s express consent; provided, however,
that nothing in this provision shall prohibit NPCC from contracting with other entitiesto assist it
in carrying out its Delegated Authority, provided NPCC retains control and responsibility for
such Delegated Authority.

11. Default and Cure.  Upon a Breach, the non-breaching Party shall give written notice

of such Breach to the breaching Party (the “ Default Notice”). Subject to a suspension of the
following deadlines as specified below, the breaching Party shall have thirty (30) calendar days
from receipt of the Default Notice within which to cure such Breach; provided however, that if
such Breach is not capable of cure within thirty (30) calendar days, the breaching Party shall
commence such cure within thirty (30) calendar days after notice and continuously and
diligently complete such cure within ninety (90) calendar days from receipt of the Default
Notice; and, if cured within such time, the Breach specified in such notice shall cease to exist.
Subject to the limitation specified in the following sentence, if a Breach isnot cured as provided
in this Section 11, or if aBreach is not capable of being cured within the period provided for
herein, the nonbreaching Party shall have the right to declare a default and terminate this
Agreement by written notice at any time until cure occurs, and be relieved of any further
obligation hereunder. The deadlines for cure and the right to declare a default and terminate this
Agreement shall be suspended during the pendency of any efforts or proceedings in accordance
with Section 18 of this Agreement to resolve a dispute as to whether a Breach has occurred or

been cured. The provisions of this Section 11 will survive termination of this Agreement.

12. Term and Termination.

@ This Agreement shall become effective on January 1, 2011 (the “ Effective
Date").

(b) The term of the Agreement shall be five (5) years from the Effective Date, prior

to which time NERC shall conduct an audit pursuant to subsection 6(i) to ensure that NPCC
continues to meet all applicable statutory and regulatory requirements necessary to maintain its
eligibility for delegation. If NPCC meets such requirements, this Agreement may be renewed
for another five (5) year term. This Agreement may be renewed for successive additional five
(5) year renewal terms provided that prior to the end of each renewal term, NERC shall conduct
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an audit pursuant to subsection 6(i) to ensure that NPCC continues to meet all applicable
statutory and regulatory requirements necessary to maintain its eligibility for delegation.
Provided, that either Party may terminate this Agreement as of the end of aterm by giving
written notice to terminate at least one (1) year prior to the end of the term. If this Agreement is
not renewed or becomes subject to termination for any reason, the Parties shall work to provide
for atransition of NPCC Delegated Authority to NERC or to another eligible entity and to
provide for the resolution of any wind-up costs associated with termination of this Agreement.
The termination of this Agreement shall not take effect until such transition has been effected,
unless the transition period exceeds one year, at which time NPCC may unilaterally terminate.

(© If any provision of this Agreement, or the application thereof to any person,
entity or circumstance, is held by a court or regulatory authority of competent jurisdiction to be
invalid, void, or unenforceable, or if amodification or condition to this Agreement is imposed
by aregulatory authority exercising jurisdiction over this Agreement, the Parties shall endeavor
in good faith to negotiate such amendment or amendments to this Agreement as will restore the
relative benefits and obligations of the signatories under this Agreement immediately prior to
such holding, modification or condition. If either Party finds such holding, modification or
condition unacceptable and the Parties are unable to renegotiate a mutually acceptable
resolution, either Party may unilaterally terminate this Agreement. Such termination shall be
effective one year following written notice by either Party to the other Party and to the
Commission, or at such other time as may be mutually agreed by NPCC and NERC.

(d) Notwithstanding any termination of this Agreement, provisions contained in
Limitation of Liability (Section 13), No Third Party Beneficiaries (Section 14) and
Confidentiality (Section 15) shall survive this Agreement in accordance with their terms until

sixty (60) days following the expiration of any applicable statute of limitations.

13. Limitation of Liability. NPCC and NERC agree not to sue each other or their directors,

officers, employees, and persons serving on their committees and subgroups based on any act or
omission of any of the foregoing in the performance of duties pursuant to this Agreement or in
conducting activities under the authority of Section 215 of the Act, other than seeking areview
of such action or inaction by the Commission. NERC and NPCC shall not be liable to one
another for any damages whatsoever, including without limitation, direct, indirect, incidental,
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special, multiple, consequentia (including attorneys fees and litigation costs), exemplary, or
punitive damages arising out of or resulting from any act or omission associated with the
performance of the NPCC or NERC'’ s responsibilities under this Agreement or in conducting
activities under the authority of Section 215 of the Act, except to the extent that the NPCC or
NERC isfound liable for gross negligence or intentional misconduct, in which case NPCC or
NERC shall not be liable for any indirect, incidental, special, multiple, consequential (including

without limitation attorneys’ fees and litigation costs), exemplary, or punitive damages.

14. No Third Party Beneficiaries. Nothing in this Agreement shall be construed to create

any duty to, any standard of care with reference to, or any liability to, any third party.

15.  Confidentiality. During the course of the Parties' performance under this Agreement, a

Party may receive Confidential Information, as defined in Section 1500 of NERC’ s Rules of
Procedure. Except as set forth herein, the Parties agree to keep in confidence and not to copy,
disclose, or distribute any Confidential Information or any part thereof, without the prior written
permission of the issuing Party, unless disclosure is required by subpoena, law, or other
directive of acourt, administrative agency, or arbitration panel, in which event the recipient
hereby agreesto provide the Party that provided the Confidential Information with prompt
notice of such request or requirement in order to enable such issuing Party to (@) seek an
appropriate protective order or other remedy, (b) consult with the recipient with respect to
taking stepsto resist or narrow the scope of such request or legal process, or (c) waive
compliance, in whole or in part, with the terms of this Section. In the event a protective order or
other remedy is not obtained or the issuing Party waives compliance with the provisions, the
recipient agrees to furnish only that portion of the Confidential Information which the
recipient’s counsel advisesislegally required and to exercise best efforts to obtain assurance
that confidential treatment will be accorded to such Confidential Information. In addition, each
Party shall ensure that its officers, trustees, directors, employees, subcontractors and
subcontractors’ employees, and agents to whom Confidential Information is exposed are under
obligations of confidentiality that are at least as restrictive as those contained herein. This
confidentiality provision does not prohibit reporting and disclosure as directed by NERC, as set
forth in Section 6 of this Agreement.
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16. Amendment. Neither this Agreement nor any of the terms hereof, may be amended
unless such amendment is made in writing, signed by the Parties, and filed with and approved

by the Commission.

17. Amendmentsto the NERC Rules of Procedure. NERC shall not adopt amendments
to the NERC Rules of Procedure that conflict with the rights, obligations, or programs of NPCC

under this Agreement without first obtaining the consent of NPCC which consent shall not be
unreasonably withheld or delayed. To the extent NPCC does not consent, NERC shall have the
right to invoke the dispute resolution provisions of Section 18 and, if such effort fails to resolve
the dispute, to petition the Commission to adopt the amendment to the NERC Rules of
Procedure. To the extent that the Commission issues an order amending or materially affecting
the rights or obligations of NPCC under this Agreement, NPCC shall have the option,
exercisable no later than 60 days after issuance of such order, to terminate this Agreement.
Such termination shall be effective one year following written notice by NPCC to NERC and
the Commission, or at such other time as may be mutually agreed by NPCC and NERC.

18. Dispute Resolution. In the event a dispute arises under this Agreement between NERC

and NPCC (including disputes relating to NERC' s performance of its obligations under this
Agreement and/or disputes relating to NPCC'’ s performance of its obligations under this
Agreement) which cannot be resolved through discussions between representatives of the
Partiesin the normal course of operations, the Parties shall use the following procedures
(“Dispute Resolution™) to attempt to resolve the dispute. NPCC shall not suspend performance
of any delegated function, and the Parties shall continue to make reasonable, good faith efforts
to comply with their obligations under this Agreement, during the pendency of Dispute
Resolution. All notices required to be sent pursuant to this Dispute Resolution procedure shall
be sent in accordance with Section 19 of this Agreement. This Dispute Resolution procedureis
separate from and in addition to all other processes provided for in this Agreement.

(&) The Party invoking Dispute Resolution shall send a notice to the other Party
describing the dispute, stating the invoking Party’ s position with respect to the dispute, stating
that the Party isinvoking Dispute Resolution, and naming the Party’ s designated representative
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for negotiating a resolution of the dispute. The designated representative shall have authority to
resolve the dispute on behalf of the invoking Party.

(b) Within three (3) business days after receipt of the notice invoking Dispute
Resolution, the receiving Party shall send a notice to the invoking Party acknowledging receipt
of the notice invoking Dispute Resolution, stating the receiving Party’ s position with respect to
the dispute, and naming the Party’ s designated representative for negotiating a resolution of the
dispute. The designated representative shall have authority to resolve the dispute on behalf of
the receiving Party.

(c) During the period commencing three (3) business days and ending twenty (20)
business days after the date of the receiving Party’ s notice, the designated representatives shall
engage in good faith negotiations to attempt to resolve the dispute, provided, that the designated
representatives may agree prior to the end of such twenty (20) business day period that the
process should move to the next step of Dispute Resolution.

(d) If the designated representatives are unable to arrive at aresolution of the dispute by
the end of the time period described in subsection (c), they shall notify the chief executive
officers of their respective Parties. The chief executive officers of the Parties shall thereafter
engage in good faith negotiations to attempt to resolve the dispute during the period of twenty
(20) business days immediately following the time period described in subsection (c), provided,
that the chief executive officers may agree prior to the end of such twenty (20) business day
period that negotiations are at impasse and the process may move to the next step as described
in subsection (f). Upon mutual agreement of the Parties, the twenty (20) business day period
may be extended to pursue ongoing good faith negotiations.

(e) If aresolution of the dispute is achieved by the Parties, it shall be memorializedin a
writing that is acceptable in form and substance to each party and is signed by the designated
representative or chief executive officer on behalf of each Party.

(f) If the Parties are unable to resolve the dispute pursuant to the process described in
subsections (a) through (e), then either Party may invoke any other available dispute resolution
mechanism, including, without limitation, filing a complaint or petition with the Commission
requesting resolution of the dispute by the Commission, or filing a complaint for relief in a court
having jurisdiction over Parties and the subject matter of the dispute in accordance with Section
20. Provided, however, that: (i) it is the intent of the Parties that unresolved disputes shall be
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presented to and resolved by the Commission if the Commission has and accepts jurisdiction
over the subject matter of the dispute, (ii) the Parties may, by mutual agreement, attempt to
resolve the dispute through arbitration, mediation, or other process involving resort to an
impartial neutral, and (iii) it isthe intent of the Parties that resolution of disputes through
Commission proceedings, arbitration, mediation, or other use of an impartial neutral, is
preferred over resort to judicial proceedings.

(g) This Section 18 shall not apply to compliance enforcement actions against
individual Registered Entities.

19.  Notice. Whether expressly so stated or not, all notices, demands, requests, and other
communications required or permitted by or provided for in this Agreement shall be givenin
writing to a Party at the address set forth below, or at such other address as a Party shall
designate for itself in writing in accordance with this Section, and shall be delivered by hand or
reputable overnight courier:

If to NERC: If to NPCC:

North American Electric Northeast Power

Reliability Corporation Coordinating Council, Inc.

116-390 Village Blvd. 1040 Avenue of the Americas — 10" Floor
Princeton, NJ 08540-5721 New York, New York 10018 -3703

Attn: General Counsel Attn: Edward Schwerdt

Facsimile: (609) 452-9550 Facsimile: 212-302-2782

20.  Governing Law. When not in conflict with or preempted by federal law, this

Agreement will be governed by and construed in accordance with the laws of New Jersey
without giving effect to the conflict of law principles thereof. The Parties recognize and agree
not to contest the exclusive or primary jurisdiction of the Commission to interpret and apply this
Agreement; provided however that if the Commission declines to exercise or is precluded from
exercising jurisdiction of any action arising out of or concerning this Agreement, such action
shall be brought in any state or federal court of competent jurisdiction in New Jersey. All
Parties hereby consent to the jurisdiction of any state or federal court of competent jurisdiction
in New Jersey for the purpose of hearing and determining any action not heard and determined

by the Commission.
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21. Headings. The headings and captions in this Agreement are for convenience of
reference only and shall not define, limit, or otherwise affect any of the terms or provisions

hereof.

22. Savings Clause. Nothing in this Agreement shall be construed to preempt or limit any

authority that NPCC may have to adopt reliability requirements or take other actions to maintain
reliability of the Bulk-Power System within the geographic boundaries described in Exhibit A
that are outside the Delegated Authority, aslong as such reliability requirements and actions are
not inconsistent with Reliability Standards applicable to the region described in Exhibit A and
do not result in alessening of reliability outside the region described in Exhibit A.

23. Entire Agreement. This Agreement constitutes the entire agreement, and supersedes all

prior agreements and understandings, both written and oral, among the parties with respect to

the subject matter of this Agreement.

24, Execution of Counterparts. This Agreement may be executed in counterparts and each

shall have the same force and effect asthe original.
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NOW THEREFORE, the parties have caused this Agreement to be executed by its duly
authorized representatives, effective as of the Effective Date.

NORTH AMERICAN NORTHEAST POWER

ELECTRIC RELIABILITY CORPORATION COORDINATING COUNCIL, INC.
By: By:

Name: Name:

Title: Title:

Date: Date:
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Northeast Power Coordinating Council, Inc. (NPCC)
Exhibit A —Geographic Area

The geographic area covered by NPCC includes New York state, the six New England states, and
Ontario, Quebec, and the Maritime Provinces in Canada. The total population served is approximately 56
million. The area covered is approximately 1 million square miles.

B

| b

NPCC may aso perform compliance monitoring and enforcement activities outside of the Region shown above, on
behalf of NERC and/or other Regional Entities, such activities undertaken pursuant to a contract between NPCC
and such other Regional Entity that is approved by NERC and the Commission.

Exhibit A — Amended and Restated NERC-NPCC Regiona Delegation Agreement



Exhibit B — Governance

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

CRITERION 1. TheRegional Entity shall be governed by an independent board, a
balanced stakeholder board, or a combination independent and balanced stakeholder
board. (Federal Power Act 8 215(e)(4)(A), 18 C.F.R. 8 39.8(c)(1), Order No. 672 at 1 727.)

CRITERION 2: The Regional Entity has established rulesthat assureitsindependence of
the usersand owners and operatorsof the bulk power system, while assuring fair
stakeholder representation in the selection of itsdirectors. Federal Power Act 8
215(c)(2)(A) and (e)(4), 18 C.F.R. 8 39.8(c)(2), Order No. 672 at 11 699, 700.)

CRITERION 3: If the Regional Entity has members, the Regional Entity has established
rulesthat assurethat its member ship is open, that it charges no morethan a nominal
member ship fee and agreesto waive the fee for good cause shown, and that membership is
not a condition for participating in the development of or voting on proposed Regional
Reliability Standards. (Federal Power Act § 215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2),
Order No. 672 at 1 170-173.)

CRITERION 4: The Regional Entity has established rulesthat assure balancein its
decision-making committees and subor dinate organizational structuresand assure no two
industry sectors can control any action and no oneindustry sector can veto any action.
(Federal Power Act § 215(c)(2)(A) and (€)(4), 18 C.F.R. § 39.8(c)(2), Order No. 672 at 1 728.)

CRITERION 5: The Regional Entity has established rulesthat provide reasonable notice
and opportunity for public comment, due process, openness, and balance of interestsin
exercising itsduties. (Federal Power Act § 215(c)(2)(D) and (e)(4), 18 C.F.R. 8 39.8(c)(2).)

Exhibit B — Amended and Restated NERC-NPCC Regional Delegation Agreement
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AMENDED AND RESTATED BYLAWS
OF

NORTHEAST POWER COORDINATING COUNCIL, INC.
(aNew York not-for-profit corporation)

——Offices
ARTICLE | - DEFINITIONS
11  Deéfinitions. A herein, thefollowing terms havether tiv
meanings set forth below:
“ Affiliate” m with r tt tit th tity that, directl
indirectly, through one or moreintermediaries, controls, or iscontrolled by, or is
n mmon control with h entit mined in the sole discretion of th
Board. For thispurpose, “control” may be presumed by thedirect or indirect
WnN ip of t t (10%) or moreof th tstanding votin ital k or
other equity interests having ordinary voting power. Notwithstanding the
foregoing, “ Affiliate’ | n tity wholly-own r_controll nadi

Provincial government.
“Board” m the Board of Dir rsof NPCC.

‘Board Chair” meansthe independent non-executive chairman of the Board whois
NP ¢ B DLC ¢ .

“Bulk Power System” shall have the meaning in the United States set forth in Section
215 of the F | Power Act m 16 U.S.C. 24 J, an h

meaning in Canada asis consistent with applicable Provincial regulatory and/or
ver nmental authorit minations.

“Bylaws’ meansthese Amended and Restated Bylaws of NPCC, as approved by the
Members of NPCC on April 15, 2011, and effective as of [ 1, 2011.

* Certificate of Incorporation” meansthe Certificate of Incorporation of NPCC filed

with the Secretary of State of the State of New Y ork, as may be amended from time
totime.

“FERC” meansthe Federal Energy Regulatory Commission.

“Hearing Body” means a group comprising the Hearing Officer and two (2)

| ndependent Directors (excluding the Board Chair) which has been authorized by
NPCC to conduct and render decisionsin aformal compliance hearing of any entity
registered in the NERC compliance registry who isthe subject of a notice of alleged

violation, proposed penalty or sanction, contested mitigation plan or contested
remedial action dir ective.



‘Hearing Officer” means an individual employed or contracted by NPCC and
ignat NP topres ver form mpliance hearin

‘Independent Director” means a director who satisfiesthe “independence” criteria
i tion 6.7 n Vesin tor 8 (In t Directors) of the B

‘NERC” meansthe North American Electric Reliability Corporation, or any
tity, which h tifi FER the ER rsuant t tion

r
215 of the Federal Power Act, asamended (16 U.S.C. 8 824 et seq.).

“North n North America” m th raphi within th

border enclosing the State of New York, the six New England States of the United
tat th ian Provin f Ontari A New Brunswick and Nov

Scotia, including any radial load or generation connecting to these systems.

“NPCC’" m North Pow rdinatin ncil, Inc., or r
entity.

‘ St I Director” mean irector wh vesin one of th 7
stakeholder sectors of the Board described in Section 4.4.

1.2 Additional D Terms. Termsnot in th Bylaw Il haveth

definitions set forth in the Federal Power Act, Part 39 of the r@ulationsof the FERC, as
further clarified in FERC's April 1 119 FER if not i i

any of those Sour ces, shaII be deflned in accordanceW|th their commonl;g under stood and
ni h I licabl

ARTICLE Il - OFFICES

2.1 Principal Office. The principal office of Nertheast-Power-Coerdinating-Ceunet;
e NPCCSNPCC shall be located in New Y ork County, State of New Y ork.

ARTICLE Il - PURPOSE

3.1 Not-for-Profit Corporation. NPCC isoperated asa New York not-for-profit

corporation and is organized pursuant to the Not-for-Profit Corporation L aw of the State
of New York (“N-PCL").

3.2 H——Purposeef-Nertheast Pewer Coordinating CouneilHie. The purpose of
NPCC isto promote and enhance the reliable and efficient operation of the international,
interconnected butk-power-systemBulk Power System in Northeastern North America through

(1) the development of regtonal-retabiity-standardsRegional Reliability Standards and
compliance assessment and enforcement of continent-wide and regional-reliabitity

standardsRegional Reliability Standards, coordination of system planning, design and
operations, and assessment of reliability, pursuant to an agreement with the Electric Reliability
Organization (“ERO”) which designates NPCC as a regional-entityRegional Entity and

delegates authority from the J-S—Federal-Energy-Regutatory-Commission{(-FERCEERC, and
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by Memoranda of Understanding with applicable Canadian Provincial regulatory and/or
governmental authorities (collectively, “ statuteryRegional Entity activities’), and (ii) the
establishment of regionally-specific reliability criteria, and_the monitoring and enforcement of
compliance with such criteria (collectively, “ nen-statutery-eriteria-servicesCriteria Services
activities’). In the development of regionally-specific reliability criteria, NPCC, to the extent
possible, facilitates the attainment of fair, effective and efficient competitive electric markets.

ARTICLEIV - MEMBERSHIP

4.1 A—List of Members. The Members of NPCC are listed on Schedule A
attached hereto.

42 B——Eligibility. Upon suitable application describing the nature and activities

of the appllcant additional entities shall be accepted by the Board ef-Directors et NPCC{the
“Beard™)}-as Members in the appropriate categories, defined as follows:

(1) &)—General Membership isvoluntary and is open to any person or
entity, including any entity participating in the Registered Ballot Body of
the ERO that has an interest in the reliable operation of the Northeastern
North American butk-pewersystemBulk Power System. General

Membersthat are also registered entities within the NPCC Region are
subject to compliance with reliability standards-and, consistent with their

registration, and are also entitled to receive additional services from the
regienal-entityRegional Entity division of NPCC.
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(2) &——Full Membership shall be available to entities which are General
Members that also participate in electricity markets in the international,
interconnected bulk power system in Northeastern North America.
Independent system operators (“1S0s”), regional transmission
organizations (“RTOs’), Transcos and other organizations or entities that
perform the Balancing Authority function operating in Northeastern North
America are expected to be Full Members of NPCC. The New York State
Reliability Council and any other sub-regional reliability councils which
may be formed are also expected to be Full Members. Full Members are
subject to compliance with regionally-specific eriteria-thr-additiontomor e
stringent reliability criteriafor their generation and transmission
facilities on which faults or distur n have a signifi
adver se impact outside of the local area and which areidentified

tilizing a reliability impact- methodology. Full M r
also subject to compliance with reliability standards, and are entitled to
receive additional services from the eriteriaservicesCriteria Services
division of NPCC.

43  Application asaMember.

(a) G ——ApplicationasaMember—Any person or entity that is eligible to
become a Member of NPCC in accordance with Articte N/-B-Section 4.2 may become either a
General Member or a Full Member by completing and submitting to NPCC a membership
application on aform prescribed by the Board. Any person or entity that appliesto NPCC asa
Member shall comply with the conditions and obligations of membership specified in these
Bylaws. Asan additional condition of membership in NPCC, each person or entity registering as
aMember shall execute an agreement with NPCC, in aform to be specified by the Board, that
such person or entity will hold harmless all Directors, officers, employees and agents of NPCC,
aswell as volunteers participating in good faith in the activities of NPCC, harmless-to the extent
permitted by U.S. Federal or Canadian Provincial laws, rules and regulations, for any injury or
damage caused by any act or omission of any Director, officer, employee, agent or volunteer in
the course of performance of his or her duties on behalf of NPCC, other than for acts of gross
negligence, intentional misconduct or a breach of confidentiality.

(b)  If not anatural person, the Member shall designate a representative and an
alternate representative with authority to receive notices, cast votes, execute waivers and
consents, and enter into binding agreements on behalf of the Member. NPCC shall maintain a
current roster of the Members of NPCC, including each Member’ s designated representative and
alternate representative. From time to time, the Board may establish a date by which Members
shall submit their application renewals. All Members shall confirm their applications within
thirty (30) calendar days of the date of receipt of request by NPCC, using an application renewal
form prescribed by the Board. Any Member that has not submitted an application renewal
within thirty (30) calendar days following the date established by the Board shall be removed
from the NPCC roster. NPCC shall notify any Member that is removed from the roster of
Members of such removal, by written notice sent to such former Member’s last known address
on the records of NPCC.
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4.4  Voting. Fhereshal-beeight(8)Membersareeligibleto votein one of the
seven (7) stakeholder voting sectors {“\eting-Sectors );-defined-asfoHlowsdescribed below:

Sector (1). Seeter{1)—Transmission Owners: ThisMeting-Seetorvoting sector
shall consist of any entity within Northeastern North Americathat owns at |east

200 circuit miles of integrated transmission facilities, or has an Open Access
Transmission Tariff or equivalent on file with the FERC or the appropriate
regulatory or governmental authority. This sector includes transmission owners
that have placed their transmission under the operational control of an ISO/RTO,
independent transmission companies and merchant transmission

owners/devel opers.

Sector (2). Seetor{2)—Reliability Coordinators: This Wetirg-Seetorvoting
sector shall consist of any entity within Northeastern North America certified asa
Reliability Coordinator.

Sector (3). Seeter{3)—Transmission Dependent Utilities (*TDUS"); Distribution
Companies and Load-Serving Entities (“LSES’). This\etirg-Seetervoting sector
shall consist of entities within Northeastern North Americathat are:

(a) (@——Entitieswith aregulatory contract, or other legal obligation
to serve wholesal e aggregators or end-use customers, and that
depend primarily on the transmission systems of third parties to
provide this service;

(b)  {b)——Agents or associates that represent groups of TDUs;

>

{e——Electric distribution companies;

(d)  {d)——Entities serving end-use customers under aregulated tariff,
acontract governed by aregulatory tariff, or other legal obligation
to serve; or

() (e —FEachmemberM embers of ageneration and transmission
(“G&T") cooperative or ajoint-action agency permitted to
designate the G& T or joint action agency to represent i#such
entitiesin this sector.

Sector (4). Sector{4)—Generator Owners. This Veting-Seetorvoting sector
shall consist of entities within Northeastern North Americathat are affiliated

and/or independent generators.

Sector (5). Seetor{(5)—Marketers, Brokers and Aggregators. This \Veting
Seetorvoting sector shall consist of entities within Northeastern North America
that are:
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a——Entities providing energy to end-use customers under a
power marketing agreement or other authorization not classified as
aregulated tariff;

{b}——Entities that buy, sell, or broker energy and related services
for resale in wholesale or retaill markets, whether a non-
jurisdictional entity operating within its charter or an entity
licensed by ajurisdictional regulator; or

{e)——Generation and transmission cooperatives and joint-action
agencies that perform an electricity broker, aggregator, or marketer
function.

Sector (6). Seeter{#A-—State and Provincial Regulatory and/or Governmental

Authorities. This Weting-Seetorvoting sector shall consist of State and Provincial
regulatory or governmental authorities within Northeastern North America.

Sector (7). Seeter{8)—Sub-Regiona Reliability Councils, etherCustomers

Other Regional Entities and Interested Entities: This Vetirg-Seetervoting sector
shall consist of:

(a)

@——Any entity within Northeastern North America authorized
by an appropriate regulatory and/or governmental authority to be a
Sub-Regional Reliability Council;

Entities or customersthat take delivery of energy that is not
pur chased for resale within Northeastern North America;

Agents or associationsrepresenting groups of large end users
within Northeastern North America;

Agents, state consumer advocates, or other advocate groups

representing groups of small customerswithin Northeastern
North America;
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(e Any other delegated Regional Entity; or

) e}——Any person or entity, including any entity participating in
the Registered Ballot Body of the ERO, that has an interest in the
reliable operation of the bulk power system in Northeastern North
America

45 E——Assignment to Voting Sector. A new applicant for membership shall

request to be assigned to a Veting-Sectorstakeholder voting sector, subject to Board approval.
A-MemberAn applicant may request to be assigned to any Veting-Sectorstakeholder voting

sector so long as membership in that Veting-Sectorstakeholder voting sector is consistent with
the Member-applicant's business or other activities within the NPCC region. Multiple

memberships of the-separate business functions of an entity are permitted, with each

membershipbusiness function functlon assugned to the appropriate separate sector—and—eaelckmembepshl-p
designating a different._E function m nateit n representative and
alternate,_however, no r@resentative and alternate can represent morethan one business
function of an entity in a stakeholder voting sector. A consultant, attorney, agent, vendor,

trade or industry association, state, provincial or local consumer advocate organization that
provides services to or otherwise represents the interests of the Members of one or more V-eting
Sectorsstakeholder voting sectors may elect to be assigned to one such Meting

Sectorstakeholder voting sector subject to Board approval. Entities may eleetrequest to

change their #en-ngéeeteppamkpaneprmmeenenwﬁhiehestakeholder voting sector
designation during an Annual Meeting of Members of NPCC, subject to Board approval.

46 F——Termof Membership. Membership in NPCC shall be retained so long as a
Member meets iits respective qualifications, obligations, and conditions of membership as set
forthinthisArticleV.

ARTICLE V - V. Organization 6fORGANIZATION OF NPCC

51 A-Member Representatives. Each Member shall designate ana senior
executive level representative and an alternate representative with full authority to act on its
behalf in carrying out the work of NPCC.
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5.2 Board of Directors. The business and affairs of NPCC shall be managed
under thedirection of the Board.

53 GOfficers. The officers of NPCC shall consist of a President.and Chief
Executive Officer (CEQ), a Secretary and a Treasurer, with assistants as appropriate, and such
additional officers as may be approved by the Members. Officers, except for the President_.and
CEOQ, shall hold office for one (1) year or until the next Annual Meeting of Members of NPCC
and until their successors are duly elected and qualified.

54  B-President and CEQ. NPCC shall employ aPresident and CEQ and staff, as
required, to carry out NPCC’s mission and to perform the functions of NPCC. The President
and CEO shall be appointed by the Board and shall serve at the Board’ s discretion. In the event
of avacancy in the presidency, the Board shall appoint an interim President and CEQ who shall
serve until such time as the Board appoints a new President-.and CEO. Theauthority and

responsibilities of the President and CEO shall be defined by the Board.

(@) E——Intheevent avacancy occursin the Board-ef-Birecters, or in the
office of Co-Vice Chair, Secretary, or Treasurer in the interim between Annual Meetings of
Members of NPCC, the Board Chair may designate (i) a person from the same Meting
Sectorstakeholder voting sector to fill such vacancy with the approval of a mgjority vote of

Membersfrom-the-apphicable Sectorthe Directors, or (ii) in th f a vacancy in the offi
f th r r Tr rer, from outs f NPCC to fill h vacancy with th roval

of amajority vote of the Directors.

(b) F~——Intheevent avacancy occurs in the Officeoffice of Board Chair
in the HAtermperiod between Annual Meetings of Members of NPCC, the Board may fill such
vacancy by atwo-thirds (2/3) affirmative majority of the weighted sector votes, with each
Director casting one(1) vote within the applicable sector, at a meeting of the Board at which a
guorum is present. The term of office of the persons designated to fill any such vacancy shall
expire on the date of the next subsequent Annual Meeting of Members of NPCC. The authority
and responsibilities of the Board Chair-ang-the-President shall be defined by the Board-_and set

forth in a separ ate agreement approved by the Board.
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NPCCActlvmes NPCCen al es.ln [ R |onaI Entlt act|V|t|eswh|Char

conducted by its Criteria Services division.

ARTICLE VI - BOARD OF DIRECTORS

6.1 Hybrid Board.

(a) TheBoar | consist of fourt 14 kehol Dir
|ndependent Directors, an independent Board Chair and the President and CEO.

(b)  Whil ving on the Board, the Pr
entitled to vote on any Board matters.

(@ Two (2) Co-Vi hairs from diff t votin torson the B

shall be selected by the Directors and approved by a vote of the entire membership. In the
t rar f the Boar hair, a Vi hair ignat two-thir vot

of the Directors shall perform the duties of the Board Chair. The Co-Vice Chairs shall
in thevoting rightsthat th therwise h virt f servin Dir

6.2 Term and Compensation.

(a) B—TFermandCompensation—Theterm of office of theDirectorseach
Stakeholder Director shall be threetwo (32) years. Initial terms of Stakeholder Directors shall
be staggered by the Board so that these Board members serveinitial terms of one-twe;_ (1) or
threetwo (2) years. There shall be no limit on the number of terms which may be served by any
Hndividual—Stakeholder Director. Stakeholder Directors shall serve without compensation,
including when performing duties of a Co-Vice Chair.

(b) Theterm of office of each Independent Director shall betwo (2) years.
Independent Directors may serveup to three (3) termsfor a maximum of six (6) vears.

Each Independent Director shall be entitled to receive compensation asthe Board may
from timeto timedeterminein its sole discr etion.

() TIheterm of office of the Board Chair shall betwo (2) vears, with no
limitations on the number of termsthat may be served. Compensation arrangements of the
Board Chair shall be contained in a separate written agreement approved by the Board.

.3  Powersand Duties.

(a) & ——PowersandbDuties—The Board shall develop NPCC poalicies,
direct the activities of NPCC, accept additional entities as Members, review and approve or

ko



modify Member Veting-Seetervoting sector assignment, and make assignments to the
committees of NPCC. The Board shall (i) approve a Regional Delegation Agreement, and any
amendments ther eto, with the ERO whiehthat delegates authority from FERC in-the- United
States-and_any additional agreements with appropriate Canadian Provincia regulatory and/or
governmental authorities, (ii) approve and oversee NPCC’ s Regional Reliability Standards
Development Process and submit sueh-Regional Standards to the ERO for adoption by FERC
and appropriate Canadian Provincial regulatory and/or governmental authorities, (iii) approve the
NPCC Compliance Monitoring and Enforcement Program and gver see the assessment and
enforcement of mandatory compliance with Reliability Standards consistent with the Regional
Delegation Agreement and agreements with Canadian Provincia regulatory and/or governmental
authorities, and (iv) oversee NPCC' s assessment and enforcement of mandatory compliance with
regionally-specificomor e stringent reliability criteria through administration of the NPCC
Reliability Compliance and Enforcement Program. The duties of the Board shall also include
consideration and resolution of budgetary matters, including the levying of any special
assessments; and the determination of any annual membership fee for Full Members.
HoweverNotwithstanding the foregoing, the Board may not amend these Bylaws or establish,
modify or eliminate any of NPCC’s Regional Reliability Standards;_or regionally-specific more
stringent reliability criteria-gutdes-programs-er-procedures, nor may the Board add, modify, or
eliminate Vetihg-Sectorsvoting sector s established pursuant to these Bylaws.

(b)  Tocarry out the purposes of NPCC, the Board, acting through the
President and CEQO and NPCC staff, shall enlist such personnel from Members as may be
necessary; and, within the limits of the annual budget, may employ such personnel, incur such
administrative expenses, and retain such independent professional consulting services for NPCC
and the committees of NPCC as it may deem desirable.

64 B—Board Composition. NPCC-shalthaveal he Board ef Directorsthat-shalt

consist-of-up-toshall consist of an independent Board Chair, the President and CEO, such
officers as shall from time to time be determined by the Board, and Directorsin eight (8)
voting sectors—Fhe veting-sectors-shalHnelude the fellowing comprising seven (7) stakeholder
sectors and one (1) independent sector, as described below:

Sector (1). Seeter{1———Transmission Owners (Maximum of 3;2, with no
more than 1 per Balancing Authority Area)

Sector (2). Seeter{2———Reliability Coordinators (Maximum of 32)

Sector (3). Seeter{3———Transmission Dependent Utilities (“TDUS");
Distribution Companies and Load-Serving Entities (“LSES") (Maximum of 32)

Sector (4). Seetor{4)———Generator Owners (Maximum of 32)

Sector (5). Seeter{5———Marketers, Brokers and Aggregators (Maximum of
32)

Sector-{6)——Custormers-(Macmum-ofF-3}
Sector (6). Seeter{A———Regulators (Maximum of 32)
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Sector (7). Seeter{8)———Sub-Regional Reliability Councils,
etheFCustomers Other Regional Entltl% and Intereﬂed Entltles(MaX|mum of 3;

tor (8). In t Directors (Maximum of 2

6.5 Quorum and Voting Requirementsfor the Board.

(a) E—OQuerumand\YetingReguirementsfortheBeoard: At any meeting
of the Board, attendance in person or by proxy by at least one-half (1/2) of the Stakeholder
Directorsin each of at least sixty percent (60%) of the stakeholder s sectors and at least one (1)
|ndependent Director shall constitute a quorum. Except as otherwise expressly provided in
NPCC's Certificate of Incorporation, these Bylaws or applicable law, actions by the Board shall
be approved upon receipt of atwo-thirds (2/3) affirmative mgority of the weighted sector votes,
with each Director casting one (1) vote within the applicable sector, at a meeting of the Board at
which aquorumispresent. TheB hair |l al titled t ne (1) vot rin

any meeting of the Board at which a guorum is present to prevent any deadlock. The
following process shall be used to determine if there are sufficient affirmative votes:

. The number of votes cast is the sum of affirmative and negative votes,
excluding abstentions.

. The number of affirmative votes cast in each Veting-Sectorvoting sector
will be divided by the sum of affirmative and negative votes cast in that
Veting-Sectorvoting sector to determine the fractional affirmative vote for

each Veting-Seetorvoting sector. Abstentions will not be counted for the
purposes of determining the fractional affirmative vote for aMeting

Seetorvoting sector .

. The sum of the fractional affirmative votes from all sectors divided by the
number of sectors voting will be used to determine if atwo-thirds (2/3)
affirmative majority has been achieved. A sector will be considered as
“voting” if any MemberDirector of the sector casts either an affirmative
or anegative vote.

(b)  Anaction of the Board will be approved if the sum of fractional
affirmative votes from all sectors divided by the number of voting sectorsis at least two-thirds

(23).

6.6 F——Board Action Without Meeting. Any action required, or permitted to be
taken at a meeting of the Board-ef-Directors, may be taken without a meeting if the action is
taken by all members of the Board. The action must be evidenced by one or more written
consents (which may be in electronic form) describing the action taken, signed by each Director,
and included in the minute book of NPCC. Any action taken under this Section V6.6 shall
be deemed effective when the last Director signs the consent, unless the consent specifies a
different effective date.
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4 Election and Removal of Directors.

(a) G—FElectionandRemoval-of Directors: The Initial Board shall be the
persons named in the Certificate of Incorporation and shall serve until the first Annual Meeting
of the Members. The Initial Board shall nominate alist of Stakeholder Directors consistent with
the Board composition requirements set forth in Seetter\H-BBylaws at such time. At the first
meeting of the Members, the Members from each sector shall vote to elect the Stakeholder
Directorsin their respective sector. A-DirectorStakehaolder Directors shall be elected by avote
of the majority of the Members in the respective stakeholder sector. No_stakeholder sector
shall elect more _Mo_&mo_ﬁDlrectorsthanthehembepef—Members in such sector.

No M ny Affiliateof aM m nate moreth ne (1 |

Director to r@resent such Member or Affiliate. Stakeholder Director candidates will be
ted in r with the Rul f Pr r forth in Sch leB.

Q | ndividual Members ma¥ nominate an Ind@endent D|recto

who has met rguwements in the Rules of Procedureset forth mScheduIe B. Petltlon

1] th rat VEr nan Nominatin mmitt t
b thecommittee. Thenam%onthe etition shall reflect at least ten percent 10% of the
M f NP f 1of th r in which th tion ist held. n

ecergt of avalid Qetltlon! the Corporate Governance and Nomlnatlng Committee shall add

Membersfor approval at the Annual M eeting of Members.

(@ In t Dir r |l be nominated in rdance with th

Rules of Procedureset forth in Schedule B and recommended by the Board to the
M for i tion roval. Inor t ntribute to the effectiv

functioning of the Board and NPCC, Ind@endent D|rectorSW|II bedrawn from diverse

experiences, skill setsand knowledge. An individual |seI|g|bIeto serveasan Indgenden
Director if such individual (i) isnot an officer or employee of NPCC, (ii) is not an officer

director or employee of a Member, (iii) isnot an officer, director or employee of any entit

that would reasonably be perceived as having a direct financial interest in the outcome of
Board decisions, and (iv) does not have a relationship that would interfere with the exercise
of independent judgment in performing the responsibilities of a director. |ndependent
Directors shall be elected by an affirmative vote of the majority of the Members present at
ameeting where a guorum exists.

(d) A_Stakeholder Director may be removed for cause by at least two-thirds
(2/3) of the Membersin their respective sector at aregular meeting.of the Membersor at a
special meeting called for that purpose prow ded that there is aquorum of that sector sMembers
present at that meeting .
that-purpese;; and provided, further that there is aquorum of not Iessthan amaj or|ty preeent at
the meeting of Directors at which such action is takenr ecommended.

(e)  AnlIndependent Director may beremoved for cause by the
affirmative vote of at least two-thirds (2/3) of the Directors present at a meeting called for

IS



that purpose; provided that thereisa guorum of not lessthan ten (10) Director s present at
the meeting of Directors at which h ionist

(f) For purposes of Section 6.7(d) and (€), groundsfor removal “for
" incl t arenot limited to, failuret t form B ti

committee responsibilities, a felony conviction, misappropriation of funds, mental
in ity, and misconduct. In rdance with the N-PCL , an action to pr r

judgment removing any Director for cause may also be brought by the Attorney-General of
the State of New York.

6.8  Indemnification. Subject to the limitation set forth in Section VA--6.9 below,
NPCC shall indemnify its Directors, Officersofficer s, employees and other corporate agents,
including volunteers participating in good faith in the activities of NPCC and persons serving on
duly constituted committees of NPCC (collectively, “NPCC Indemnitees’), in each case, to the
full extent from time to time permitted by New-Y-ork-Net-for-Profit-Corperation-Law-(“the N-
PCLZ} and other applicable law. Such right of indemnification shall inure to the benefit of the
legal representative of any NPCC Indemnitee. The foregoing right of indemnification shall bein
addition to, and not in restriction or limitation of, any right such NPCC Indemnitee may have
under applicable law (including the N-PCL).

6.9  Limitation on Indemnification. The maximum amount of losses (i.e., damages,
judgments, fines, penalties, liability, costs and expenses, including reasonable attorneys fees and
expenses) for which NPCC will be obligated to indemnify the NPCC Indemnitees under Section
VAH-6.8 will be the policy limit of directors and officers' (“D&QO”) liability insurance set forth
in the D& O insurance policy maintained by NPCC.

ARTICLE VII - COMMITTEES AND HEARING BODY

71  MH-Number of Committees. NPCC shall have such committees,
subcommittees, task forces and other groups as the Board may deem appropriate, including a
Regional Standards Committee (RSC), a Compliance Committee (CC), a Reliability
Coordinating Committee (RCC), NPCC' s principal technical committee), a Public Information
Committee (PIC) and an-Audit-anda Finance and Audit Committee. (FAC).

7.2  FheEinance and Audit ardCommittee. The Financeand Audit Committee shall
be comprised of at least three (3) members of the Board and_shall include one (1) Director which
shall be designated ana finance and audit committee financial expert by the Board. A
chairperson of the Auditand-Finance.and Audit Committee shall be desi gnated by the Board
from among the members of the committee.

7.3 Committee Structure. Committee members shall be nominated and approved by
the Board in accordance with guidelines established by the Board. Quorum and voting rules
applicable to the Board shall also apply to voting on any such NPCC decision making
committees, unless otherwise determined by the Board. Each committee shall establish a charter
or scope of work, which shall be presented to the Board for approval.
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74 Hearing Body. The Hearing Body shall conduct all compliance proceedings
in r with the hearing pr r forth in the NERC Hearing Pr re.

ARTICLE VIII - MEMBERS VOTING RIGHTS

1 Quorum and Voting Requirements for Meetings of Members.

@ N ea
any meeting of the Members of NPCC, attendance in person or by proxy by onehalf gL):of the
Membersin each of at least sixty percent (60%) of the Veting-Sectorsstakeholder voting
sector s on the roster of Members maintained by NPCC shall constitute a quorum. Except as
otherwise expressly provided in NPCC'’ s Certificate of Incorporation, these Bylaws or applicable
law, actions by the Members of NPCC shall be approved upon receipt of atwo-thirds (2/3)
affirmative majority vote of the sectors at a meeting of the Members of NPCC at which a
qguorum is present, where (i) each Member shall have one (1) vote within a sector, except that if
less than one-half_(1/2) of the Members in a sector are present, in person or by proxy, at the
meeting, the vote of that sector shall be weighted by a percentage equal to the number of
Members of the sector present in person or by proxy at the meeting divided by one-half (1/2) of
the Members in the sector; (ii) the vote of each sector of NPCC shall be alocated for and against
the proposed action based on the respective percentages of votes cast for and against the
proposed action by the Membersin that sector voting in person or by proxy; and (iii) the
proportions of the votes of each sector allocated for and against the proposed action shall be
summed to determine the total number of votes for and against the proposed action.

Co

(b)  Thefollowing processisshall be used to determine if there are sufficient
affirmative votes:

. The number of votes cast +swill be the sum of affirmative and negative
votes, excluding abstentions.

. The number of affirmative votes cast in each sector will be divided by the
sum of affirmative and negative votes cast to determine the fractiona
affirmative vote for each sector. Abstentions will not be counted for the
purposes of determining the fractional affirmative vote for a sector.

. The sum of the fractional affirmative votes from all sectors divided by the
number of sectors voting will be used to determine if atwo-thirds (2/3)
affirmative majority has been achieved. (A sector will be considered as
“voting” if any Member of the sector casts either an affirmative or a
negetive vote.)

8.2 B——Waiversof Notice of Meetings of Members, Member Meeting
Adjournments. Notice of a Meeting of Members need not be given to any Member who signsa
waiver of notice, in person or by proxy, whether before or after the meeting. The attendance of
any Member at a meeting, in person or by proxy, without protesting prior to the conclusion of the
meeting the lack of notice of such meeting, shall constitute a waiver of notice of the meeting by
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such Member. When any Meeting of Members is adjourned to another time or place, it shall not
be necessary to give notice of the adjourned meeting if the time and place to which the meeting
is adjourned are announced at the meeting at which the adjournment is taken, and if at the
adjourned meeting only such business is transacted as might have been transacted at the original
meeting.

83 G ——Actions Without a Meeting of Members. Any action, required or
permitted to be taken at a Meeting of Members, may be taken without a meeting if the action is
consented to in writing by the minimum number of Members that would be required to approve
the action at a Meeting of Members at which al Members were present. The call for action
without a Meeting of Members may be initiated by the Chairman-of-the-Board Chair or by a
number of Members constituting at least ten percent (10%) of the Members on the roster of
Members maintained by NPCC, which number shall include Membersin at |least four (4) of the
Veting-Seetorsvoting sectors. Notice of the proposal for action without a meeting shall be
provided to all Members on the roster of Members maintained by NPCC at |least seven (7) days
prior to the date established for the tabulation of consents. The Members shall receive written
notice of the results within fourteen (14) days of the action vote, and all written responses of the
Members shall be filed with the minutes of proceedings of Members.

84 B——Meeting of Membersto be Open. Notice to the public of the dates, places,
and times of Meetings of Members, and all non-confidential material provided to the Members,
shall be posted on NPCC’ s web site at approximately the same time that notice is given to the
Members. Meetings of Members shall be open to the public, subject to reasonable limitations
due to the availability and size of meeting facilities; provided that the meeting may be held in or
adjourn to closed session to discuss matters of a confidential nature, including, but not limited to,
personnel matters, compliance and enforcement matters, litigation, or commercially sensitive or
critical energy infrastructure information of any entity.

85 E—Electronic Voting. Upon completion of applicable processes that permit
parties to comment on the subject issue(s), electronic voting on matters before the
membershipM ember s, Board or any committeeis permitted. A quorum will be determined to
exist for purposes of conducting an electronic vote when NPCC receives completed ballots from
two-thirds (2/3) of the total number of outstanding ballots. In the event that a quorum exists for
purposes of an electronic vote but the matter has not been resolved, NPCC may continue to
solicit additional responses in order to resolve the matter by electronic voting._Ln the event that
quorum has not been achieved for purposes of an electronic vote, NPCC may continue to
solicit electronic ballots, including abstentions, to obtain quorum and resolve the matter.

ARTICLE IX-MEMBERS RIGHTSAND OBLIGATIONS
AND ORGANIZATIONAL PROCESS

9.1 Members Rights and Obligation tzati
ProcessA, AII Genera and Full Members shall have the following rights and obligations:

1) &—Rights

&



@——Attendance at all meetings of the general membership of
NPCC; and, subject to procedures established by the committees
and to the terms of applicable confidentiality agreements,
attendance at meetings of NPCC’ s committees, task forces and any
other such NPCC groups.

{b}——Access to minutes of each committee, subcommittee, task
force or any other NPCC group, subject to procedures established
by the committees and to the terms of applicable confidentiality
agreements.

{e——Vote to amend these Bylaws:_in accordance with Section
19.1.

{d)——Vote to establish, modify or eliminate NPCC Regional
Reliability Standards and programs.

{&——For Full Members only: Vote to establish, modify or
eliminate NPCC's regionally-specific mor e stringent reliability
criteria

&——O0bligations:

(a)

ta——Each Member shall agree, in writing, to accept the
responsibility to promote, support, and comply with the purposes
and policies of NPCC as set forth in its Certificate of Incorporation
and Bylaws as from time to time adopted, approved or amended.

b)}——Each Member acknowledges that it has the responsibility to
plan and design its bulk power system and conduct its operations,
consistent with itsregistration, in compliance with ERO
Reliability Standards, Regional Reliability Standards and Regional
Variances consistent with applicable laws, regulations, permits and
licenses.

fe)——Each Member agrees to submit such data and reports as
required by NPCC in order to perform compliance enforcement
obligations delegated to it by the ERO, subject to established
procedures and to the terms of applicable confidentiality
agreements.

{e)——In addition, each Full Member shall:

(1) plan and design its butk-pewer-system-r-cormphance with
Criteria-Guides-and-Proceduresgener ation and
transmission facilities on which faults or disturbances
can have a significant adver seimpact outside of the
local area, asidentified utilizing a reliability impact-
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based methodology, in compliance with criteria, guides
and procedur es established by NPCC and applicable ERO

Standards;

{H——conduct its operations in compliance with Criteria;
teles; riteri i nd pr r
established by NPCC and applicable ERO Standards,_and
consistent with applicable laws, regulations, permits and

licenses;

{H)——assure that, whenever it entersinto arrangements
with non-members which could have an impact on the
reliability of the international, interconnected butk-pewer
systemsBulk Power System in Northeastern North
America, the arrangements will not adversely impact the
ability of the Full Membersto comply with regionally-
specificmore stringent reliability criteria established by
NPCC, ERO Standards, or the criteria of regional reliability
organizations established in areas in which the facilities
used for such arrangements are located,;

v)——notify NPCC of its existing facilities and operating
procedures and of its plans for major additions or
modifications affecting the operation of the interconnected
systems; and shall report to NPCC any decision asto
significant alterations or changes proposed for their
respective electric systems, whether in generation,
transmission, inter-system communication or control and
protective equipment, or in operating procedures; such
report to be submitted promptly and, except in cases of
emergency, before final commitments are undertaken or
changes in operating procedures become effective;

&——promptly notify NPCC and all other Membersin
writing or electronicaly if its butk-pewer-system
tsgeneration and transmission facilities on which faults
or disturbances can have a significant adver seimpact
outside of thelocal area, asidentified utilizing a

reliability impact-based methodology, are not being
designed or operated, or its operations are not being

conducted, in compliance with Criteria, Guides, and
Procedures established by NPCC, stating its reasons, and
providing its plan and schedule to achieve compliance;

fvh——submit such data and reports as required by the
Reliability Compliance and Enforcement Program and to
abide by the compliance assessments and sanctions
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prescribed by NPCC'’ s enforcement procedures, subject to
Alternative Dispute Resolution; and

vii) {vi)—undertake and perform the administrative and
financial obligations described in Article X111 of these
Bylaws.

9.2 B—Standards Development Procedure. NPCC shall develop a Regional
Reliability Standards Development Procedure that provides the design-basis approach to a
consensus building process by which NPCC may develop Regional Reliability Standards and
Regional Variances to be proposed to the ERO for adoption, under delegated authority by the
FERC and the Canadian Provincial regulatory and/or governmental authorities.

9.3 G——Proceduresfor Enforcing Compliance with Reliability Standards. Where
regulatory approval has been obtained or governmental authority has been provided, upon the

determination of the NPCCSBoeardNPCC compliance staff and verification by the President

and CEO that a user, owner or operator of the butk-power-systemBulk Power System has
violated areliability standard, NPCC shall enforce compliance for such vielatiensvialation,

pursuant to procedures and processes that shall be specified in the NPGENERC Compliance
Monitoring and Enforcement Program. Such procedures and processes shall provide for
reasonable notice and opportunity for hearing. Any sanction imposed for aviolation of a
Reliability Standard shall bear areasonable relation to the seriousness of the violation and shall
take into consideration circumstances surrounding the violation and efforts of the owner,
operator, or user of the butk-pewer-systemBulk Power System to remedy the violationin a
timely manner. Subject to any necessary action by any applicable governmental authorities, no
sanction imposed for aviolation of areliability standard shall take effect (i) until the thirty-first
(31st) day after the NPCC-Beard, where authorized by law or agreement, files with the FERC or
other applicable Canadian Provincial regulatory and/or governmental adtherity-sauthorities
notice of the sanction and the record of the proceedings in which the violation and sanction were
determined, or (ii) such other date as ordered by the FERC or other applicable Canadian
Provincial regulatory and/or governmental authorities or as prescribed by applicable law.

ARTICLE X - FULL MEMBERS. ENFORCEMENT OF MANDATORY
COMPLIANCE WITH REGIONALLY-SPECIFIC CRITERIA

101 X—Ful-Members-:Compliance Enforcement-of-M-andatery-Compliance

With-Regionally-speeifie Griterta. Subject to approval of the Full Members, NPCC shall
establish an NPCC Reliability Criteria Compliance and Enforcement Program, including

matrices for measuring compliance, levying non-monetary sanctions, and developing procedures
for Alternative Dispute Resolution. Such program shall be administered by the-NPCE Board.
The Reliability Coordinating Committee, with the full cooperation of each memberM ember,
shall expeditiously evaluate, as appropriate, aterations or measures designed to correct any
assessed non-compliance and shall report such studies to the NPESS-Board.
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ARTICLE XI - MEETINGS

111 X+——Meetings. Meetings of NPCC may be held on such dates as the Board
may from time to time determine and shall be held in such places as the Board may from time to
time designate. Special meetings may be called from time to time by the Board Chair, the
Board; or by a number of Members constituting at least ten percent (10%) of the Members on the
roster of Members maintained by NPCC, which number shall include Membersin at least four
(4) of the Meting-Sectors—Neticevoting sectors. Except asprovided in Section 19.1, notice of
all meetings, stating the time and place, shall be given by NPCC in writing to each Member by
issuing the notice at least one (1) week prior to the date of the meeting. The Secretary, Assistant
Secretary, or, in their absence, a secretary pro tempore designated by the Board Chair or the
President.and CEOQ, shall keep the records of NPCC meetings.

11.2 Proxies. When appropriate, the-membershi

usepF@eeser—teleeen#eFeneeiaeHmeM@Qgg gtgrgggggmmlttg @Qg§ g¥

@Qg! DII’Q’[QI’ or committee @Qg at @g gmg Such participation Q¥ proxy shall

constitute attendance for purposes of quorum requirements.

11. Action by Remote Communication. A meeting among the Membersor the
Boar m f mmunication thr h which th rticipantsm imult

hear each other during the conference shall constitute a meeting of the Members or the
Boar th m if th noticeisgiv f th nf woul

required for ameeting and if the number of persons participating in such conference
nstitut rum. Participation in meetin thism | constitut n

presence at such meeting.
ARTICLE XlII - BUDGET

121 XH-Annual Budget. The Board shall prepare or cause to be prepared an annual
budget for the administrative and other expenses of NPCC, including the expenditures for the
fiscal year for any material special projects undertaken by NPCC and reasonable and proper
reserves and provisions for contingencies, an accompanying business plan for NPCC, and a
funding mechanism including any supplemental funding mechanism, for each fiscal year. The
annual budget, business plan, and funding mechanism of NPCC shall be developed in the form
and format and on the schedule stipulated by the ERO for afiscal year commencing on January 1
and ending on December 31. Each annual budget, business plan, and funding mechanism shall
be approved by the Board at a regular meeting or a specia meeting of the Board duly called for
that purpose. The Board shall approve each annual budget, business plan, and funding
mechanism on or before the date stipulated by the ERO during the year prior to the start of the
fiscal year in order to allow for timely submittal of the approved annual budget, business plan,
and funding mechanism to the FERC and the applicable Canadian Provincial regulatory and/or
governmental authorities.

12.2 Budget Remands. If the ERO or aregulatory and/or governmental authority by
order remands an annual budget, business plan, or annual, modified, or supplemental funding
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mechanism, the Board shall promptly address such etherarder through appropriate follow-up
measures with the Members and regulatory and/or governmental authorities.

123 Criteria Services Budget. Each Full Member shall be notified of the annual
administrative expense budget for the eriteriaservicesCriteria Services division, on or
befoereabout December 1st of the preceding year.

ARTICLE XIll - EUNDING

131 xH—Funding Sources. NPCC's annual administrative expenses, including any
special assessments approved by the Board, shall be apportioned and funded as follows:

A. A——Funding of NPCC General Member regional-entityRegional
Entity division activities shall be through mechanisms established by the
ERO, FERC and applicable Canadian Provincial regulatory and/or
governmental authorities.

B. General Members shall not be assessed an annual membership fee.

C. Full Members, other than Full Members that perform the Balancing
Authority function, shall not be assessed an annual membership fee.

D. Full Members that perform the Balancing Authority function shall be
assessed and pay a proportional share of the expenses for ren-statutory
criteria servicesin proportion to the ratio of the second previous year’s
Net Energy for Load within the Balancing Authority Areato the aggregate
Net Energy for Load within al Balancing Authority Areasin Northeastern
North America. NPCC will directly assign nen-statutory-eriterta
servicesCriteria Services division costs to a Balancing Authority Area or
entity where significant costs are incurred by NPCC for such Balance
Authority Areaor entity.

E. No Full Member shall, without its consent, be responsible for expenses of
NPCC in any one calendar year in excess of its assessed portion of the
amount budgeted for nen-statutory-criteria-servicesthe Criteria Services
division for that year; provided, however, that special assessments may be
separately budgeted and their cost allocated by the Board to the Full
Members that perform the Balancing Authority function.

ARTICLE XIV - TERMINATION OF MEMBERSHIP AND

CESSATION OF CRITERIA SERVICESDIVISION RELIABILITY ACTIVITIES

141 A——Termination. All General Members and Full Members, other than Full
Members that perform the Balancing Authority function, may terminate their membership in
NPCC at any time upon fifteen (15) days' written or electronic notice without liability to NPCC.
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A Full Member that performs the Balancing Authority function may terminate its rights and
obligations under these Bylaws (other than its obligation to pay its proportionate share of the
nen-statutoryCriteria Services division expenses of NPCC, including special assessments, if
applicable, for the full calendar year within which such termination is effective) at any time upon
one (1) year's written notice to the President.and CEO; whereupon, it shall cease to be a Full
Member of NPCC as of the date such termination is effective. The President and CEO shall
promptly inform all Members of receipt of any such notices.

14.2 B-—Cessation of Nen-Statutery-Criteria Services Division Reliability
Activities. The Full Members of NPCC may elect by a majority vote to cease Ren-statutory

eriteria-servicesCriteria Services division reliability activities.
ARTICLE XV - CONFLICTSOF INTEREST

151 XM—Conflicts of Interest Policy. NPCC has developed a Code of Conduct that
sets forth NPCC policies with respect to, among other things, conflicts of interest. On an annual
basis, Directors shall evidence their compliance with NPCC conflict of interest principles by
either: (i) signing an Individual Participant |mplementation Agreement and thereby agreeing to
comply with NPCC’s Code of Conduct to the best of his’her ability; or (ii) agreeing that the
execution of a Member Entity Implementation Agreement by the employer of such Beard
memberDir ector evidences the Beard-memberDir ector’s agreement to be bound by its
employer’s Code of Conduct when performing NPCC activities. The Board shall establish
similar Code of Conduct compliance requirements for NPCC staff and membership personnel
participating on committees, task forces, and working groups as appropriate.

XM —General

ARTICLE XVI - GENERAL

16.1 A-Member Liability. No Member shall beliable for the failure of any other
Member to perform its obligations hereunder.

16.2 B-No Personal Liability. No NPCC officer, member of the Board or member of
any other NPCC committee or group, or employee of NPCC shall be personally liable to NPCC
or any member thereof, for damages for breach of any duty owed to NPCC or any member
thereof, except for liabilities arising from breach of any duty based upon an act or omission (i) in
breach of the duty of loyalty owed to NPCC or any individual member, (ii) not in good faith or
involving aknowing violation of law, or (iii) resulting in receipt of an improper personal benefit
by such NPCC officer, member of the Board or member of any other NPCC committee or group,
or employee of NPCC. Neither the amendment nor repeal of this paragraph, nor the adoption of
any provision of these Bylaws inconsistent with this paragraph, shall eliminate or reduce the
protection offered by this paragraph to an NPCC officer, member of the Board or member of any
other such NPCC committee or group, or employee of NPCC in respect of any matter which
occurred, or any cause of action, suit or claim which, but for this paragraph, would have accrued
or arisen, prior to such amendment, repeal, or adoption.

16.3 Binding Nature. Those entities listed as Members on Schedule A and
subsequent applicants granted membership in NPCC shall be deemed to have accepted and to be
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bound by all the terms and conditions of these Bylaws, as adopted on July-24-2007] |,
2011,

ARTICLE XVII - CONTRACTS, CHECKS, DEPOSITS

—

A ntracts. TheB m thoriz resolution, any offi r offi

agent or agents of NPCC, in addition to the officers so authorized by these Bylaws, to enter
int ntract or execute an v instrument in the name of n f of

NPCC, and such authority may be general or confined to specific instances.

17 hecks, Draftsor Or . All checks, draftsor or for th ment of
money, notes or other evidences of indebtednessissued in the name of NPCC shall be
ian h offi r offi r t or ts of NP ndin h mann I

from time to time be determined by resolution of the Board. In the absence of such
mination by the Boar h instrument 1 ian the Presi t E

N

17.3 Deposits. All funds of NPCC shall be deposited from time to timeto the

credit of NPCC in such banks, trust companies or other depositories asthe Board may
select

ARTICLE XVIII - DI LUTION

18.1 Distribution of Assets. Upon dissolution of NPCC, in accordance with
paragraph EIGHTH of the Certificate of Incorporation, the remaining assets of NPCC

after payment of debtsshall be dlstrlbuted in the manner determined by the Board!
provided th of the all ted t Direct th

|str|but|on of assetsshall beconSIstent with the requirements of Section 501(c)(6) of the
nit Internal R f 1 m

ARTICLE XIX - AMENDMENT OF BYLAWS

19.1 Amendment of Bylaws. These Bylaws may be modified, amended or
repealed by an affirmative vote of two-thirds (2/3) of the Membersentitled to voteat a
meeting at which rum ispr t, or tronic voting in rdance with tion
Written notice of the subject matter of the proposed changesto the Bylaws shall be
provided, as appropriate, to the Members no lessthan fourteen (14) nor morethan sixty
(60) days prior to the date of the meeting of the M embers at which the voteisto be taken.
Any modification, amendment or repeal of these Bylaws shall be subject to any application
requirementsfor filing with or approval by NERC and FERC and other applicable
governmental authority.

ARTICLE XX - EFFECTIVE DATE

20.1 Effective Date. These Bylaws shall take effect on [ 1,2011.
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SCHEDULE A-—MEMBERS OF NPCC

[to be attached]



SCHEDULE B-RULESOF PROCEDURE (SELECTION OF NPCC DIRECTORS)

1 Selection of Director Candidates

In selecting candidates to serve as Stakeholder Directors and Independent Directorson the
NPCC Board of Directors (" Board" ), NPCC sCor gorate Gover nance and Nomlnatmg Commlttee

in their chosen fields and who display the independence of mind and strength of character to effectlvel;g
represent the best interests of NPCC. Candidates will be selected for their ability to exer cise good
judgment, and to provide practical insights and diver se per spectives. Consistent with itscharter, the
CGNC isresponsible for screening director candidates, establishing criteria for nominees, and
recommending a sate of nomineesto the Board for consideration. The date of director nominees will be
presented to the Membersfor approval at the Annual Meeting of Members.

2. Criteriafor Board Service

Th NC will consi recrui ndi for dir I nomin n

recommendations from Members, current directors, NPCC management, outside consultants or _search

firms engaged for the purpose, and any other sour ce recommended by the Board. All candidates
recommended will be evaluated for nomination based on the criteria set forth below:

comprisesthe State of New York, thesix NewEngIand States of the United States, and
the Canadian Provinces of Ontario, Québec, New Brunswick and Nova Scotia.

(b) Dir [
the guwalent thereof

() Each Stakeholder Director must be an officer or senior executive-level employee of a
Member of NPCC.

(d) Each Independent Director must be an individual who:

(i) isnot an officer or employee of NPCC;
(ii) isnot an officer, director or employee of a Member;

(iii)  isnot an officer, dlrector or employee of any entity that would reasonablg e
v havin financial in inth f B isions,

and

(iv) 0% not havea relationship that would interfere with the exercise of independent
m forming ther ilities of a director of NP

(e) Directors must have no actual or potential conflicts of interests that would or could
inter fere with the dili form f ther nsibiliti f aB m in th
best interests of NPCC.




Exhibit C — Regional Standard Development Procedure

Exhibit C shall set forth the Regional Entity’s standar ds development procedure, which
NERC agrees meets the following common attributes:

COMMON ATTRIBUTE 1

Proposed regional reliability standards shall be subject to approval by NERC, as the electric
reliability organization, and by FERC before becoming mandatory and enforceable under Section
215 of the FPA and any applicable authorities in Canada. No regional reliability standard shall
be effective within the NPCC area unless filed by NERC with FERC and applicable authorities
in Canada and approved by FERC and applicable authorities in Canada.

COMMON ATTRIBUTE 2

NPCC regional reliability standards shall provide for as much uniformity as possible with
reliability standards across the interconnected bulk power system of the North American
continent. A NPCC reliability standard shall be more stringent than a continent-wide reliability
standard, including aregional difference that addresses matters that the continent-wide reliability
standard does not, or shall be aregional difference necessitated by a physical differencein the
bulk power system. A regional reliability standard that satisfies the statutory and regulatory
criteriafor approval of proposed North American reliability standards, and that is more stringent
than a continent-wide reliability standard, would generally be acceptable.

COMMON ATTRIBUTE 3

NPCC regional reliability standards, when approved by FERC and applicable authorities in
Canada, shall be made part of the body of NERC reliability standards and shall be enforced upon
all applicable bulk power system owners, operators, and users within the NPCC area, regardless
of membership in the region.

COMMON ATTRIBUTE 4

Requester — The requester is the sponsor of the regional reliability standard request and may
assist in the development of the standard. Any member of NPCC or group within NPCC shall be
allowed to request that aregional reliability standard be devel oped, modified, or withdrawn.
Additionally, any entity (person, organization, company, government agency, individual, etc.)
that is directly and materially affected by the reliability of the bulk power system in the NPCC
area shall be allowed to request aregional reliability standard be devel oped, modified, or
withdrawn.

Exhibit C — Amended and Restated NERC-NPCC Regional Delegation Agreement
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COMMON ATTRIBUTE 5

Regional Standards Committee— The NPCC Regiona Standards Committee manages the
standards development process. The NPCC Regional Standards Committee will consider which
requests for new or revised standards shall be assigned for devel opment (or existing standards
considered for deletion). The NPCC Regional Standards Committee will advise the NPCC
board on standards presented for adoption.

COMMON ATTRIBUTE 6

Registered ballot body — The registered ballot body comprises all entities or individuals that
qualify for one of the stakeholder segments; are registered with NPCC as potential ballot
participants in the voting on standards; and are current with any designated fees. Each member
of the registered ballot body is eligible to vote on standards. [Each standard action hasits own
ballot pool formed of interested members of the registered ballot body. Each ballot pool
comprises those members of the registered ballot body that respond to a pre-ballot survey for that
particular standard action indicating their desire to participate in such aballot pool.] The
representation model of the registered ballot body is provided in Appendix A.]

COMMON ATTRIBUTE 7

NPCC will coordinate with NERC such that the acknowledgement of receipt of a standard
request identified in step 1, notice of comment posting period identified in step 4, and notice for
vote identified in step 5 below are concurrently posted on both the NPCC and NERC websites.

COMMON ATTRIBUTE 8

An acceptable standard request shall contain a description of the proposed regional reliability
standard subject matter containing sufficiently descriptive detail to clearly define the purpose,
scope, impacted parties, and other relevant information of the proposed standard.

COMMON ATTRIBUTE 9

Within [no greater than 60] days of receipt of a completed standard request, the NPCC Regional
Standards Committee shall determine the disposition of the standard request.

Exhibit C — Amended and Restated NERC-NPCC Regional Delegation Agreement
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COMMON ATTRIBUTE 10

The NPCC Regiona Standards Committee may take one of the following actions:

e Accept the standard request as a candidate for development of a new standard, revision of
an existing standard, or deletion of an existing standard. The NPCC Regional Standards
Committee may, at its discretion, expand or narrow the scope of the standard request
under consideration. The NPCC Regional Standards Committee shall prioritize the
development of standard in relation to other proposed standards, as may be required
based on the volume of requests and resources.

¢ Regect the standard request. If the NPCC Regional Standards Committee rejects a
standard request, a written explanation for rejection will be delivered to the requester
within [no greater than 30] days of the decision.

e Remand the standard request back to the requester for additional work. The standards
process manager will make reasonable efforts to assist the requester in addressing the
deficiencies identified by the NPCC Regional Standards Committee. The requester may
then resubmit the modified standard request using the process above. The requester may
choose to withdraw the standard request from further consideration prior to acceptance by
the NPCC Regiona Standards Committee.

COMMON ATTRIBUTE 11

Any standard request that is accepted by the NPCC Regional Standards Committee for
development of a standard (or modification or deletion of an existing standard) shall be posted
for public viewing on the NPCC website within [no greater than 30] days of acceptance by the
committee.

COMMON ATTRIBUTE 12

The standards process manager shall submit the proposed members of the drafting team to the
NPCC Regional Standards Committee. The NPCC Regional Standards Committee shall approve
the drafting team membership within 60 days of accepting a standard request for development,
modifying the recommendations of the standards process manager as the committee deems
appropriate, and assign development of the proposed standard to the drafting team.

Exhibit C — Amended and Restated NERC-NPCC Regional Delegation Agreement
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COMMON ATTRIBUTE 13

At the direction from the NPCC Regional Standards Committee, the standards process manager
shall facilitate the posting of the draft standard on the NPCC website, along with a draft
implementation plan and supporting documents, for ano less than a [30]-day comment period.
The standards process manager shall provide notice to NPCC stakeholders and other potentially
interested entities, both within and outside of the NPCC area, of the posting using
communication procedures then currently in effect or by other means as deemed appropriate.

COMMON ATTRIBUTE 14

The drafting team shall prepare a summary of the comments received and the changes made to
the proposed standard as aresult of these comments. The drafting team shall summarize
comments that were rejected by the drafting team and the reason(s) that these comments were
rejected, in part or whole. The summary, along with a response to each comment received will
be posted on the NPCC website no later than the next posting of the proposed standard.

COMMON ATTRIBUTE 15

Upon recommendation of the drafting team, and if the NPCC Regional Standards Committee
concursthat all of the requirements for development of the standard have been met, the standards
process manager shall post the proposed standard and implementation plan for ballot and shall
announce the vote to approve the standard, including when the vote will be conducted and the
method for voting. Once the notice for a vote has been issued, no substantive modifications may
be made to the proposed standard unless the revisions are posted and a new notice of the voteis
issued.

COMMON ATTRIBUTE 16

The standards process manager shall schedule a vote by the NPCC registered ballot body. The
vote shall commence no sooner than [15] days and no later than [30] days following the issuance
of the notice for the vote.

COMMON ATTRIBUTE 17

The NPCC registered ballot body shall be able to vote on the proposed standard during period of
not less than 10 days.
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COMMON ATTRIBUTE 18

All members of NPCC are eligible to participate in voting on proposed new standards, standard
revisions or standard deletions. [Alternatively: Each standard action requires formation of a
ballot pool of interested members of the registered ballot body.]

COMMON ATTRIBUTE 19

Approval of the proposed regional reliability standard shall require a [two thirds] majority in the
affirmative (affirmative votes divided by the sum of affirmative and negative votes).
Abstentions and non-responses shall not count toward the results, except that abstentions may be
used in the determination of a quorum. A quorum shall mean [ XX%)] of the members of the
[registered ballot body/ballot pool] submitted a ballot.

COMMON ATTRIBUTE 20

Under no circumstances may the board substantively modify the proposed regional reliability
standard.

COMMON ATTRIBUTE 21

Once aregiona reliability standard is approved by the NPCC board, the standard will be
submitted to NERC for approval and filing with FERC and applicable authorities in Canada.

COMMON ATTRIBUTE 22

e Open - Participation in the development of aregional reliability standard shall be open to
al organizations that are directly and materially affected by the NPCC bulk power
system reliability. There shall be no undue financial barriers to participation.
Participation shall not be conditioned upon membership in NPCC, and shall not be
unreasonably restricted on the basis of technical qualifications or other such
requirements. Meetings of drafting teams shall be open to the NPCC members and
others.
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COMMON ATTRIBUTE 23

e Balanced - The NPCC standards devel opment process strives to have an appropriate
balance of interests and shall not be dominated by any two interest categories and no
single interest category shall be able to defeat a matter.

COMMON ATTRIBUTE 24

¢ Inclusive— Any entity (person, organization, company, government agency, individual,
etc.) with adirect and material interest in the bulk power system in the NPCC area shall
have aright to participate by: @) expressing a position and its basis, b) having that
position considered, and c) having the right to appeal.

COMMON ATTRIBUTE 25

e Fair dueprocess— Theregional reliability standards development procedure shall
provide for reasonable notice and opportunity for public comment. At a minimum, the
procedure shall include public notice of the intent to develop a standard, a public
comment period on the proposed standard, due consideration of those public comments,
and a ballot of interested stakeholders.

COMMON ATTRIBUTE 26

e Transparent — All actions material to the development of regional reliability standards
shall be transparent. All standards development meetings shall be open and publicly
noticed on the NPCC Web site.

COMMON ATTRIBUTE 27

e Does not unnecessarily delay development of the proposed reliability standard.

COMMON ATTRIBUTE 28

Each standard shall enable or support one or more of the reliability principles, thereby ensuring
that each standard serves a purpose in support of the reliability of the regional bulk power
system. Each standard shall also be consistent with all of the reliability principles, thereby
ensuring that no standard undermines reliability through an unintended consequence.
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COMMON ATTRIBUTE 29

While reliability standards are intended to promote reliability, they must at the same time
accommodate competitive electricity markets. Reliability is anecessity for electricity markets,
and robust electricity markets can support reliability. Recognizing that bulk power system
reliability and electricity markets are inseparable and mutually interdependent, all regional
reliability standards shall be consistent with NERC’ s market interface principles. Consideration
of the market interface principlesisintended to ensure that standards are written such that they
achieve their reliability objective without causing undue restrictions or adverse impacts on
competitive electricity markets.

COMMON ATTRIBUTE 30

To ensure uniformity of regional reliability standards, aregional reliability standard shall consist
of the elementsidentified in this section of the procedure. These elements are intended to apply
a systematic discipline in the development and revision of standards. This discipline is necessary
to achieving standards that are measurable, enforceable, and consistent.

COMMON ATTRIBUTE 31

All mandatory requirements of aregional reliability standard shall be within the standard.
Supporting documents to aid in the implementation of a standard may be referenced by the
standard but are not part of the standard itself.

COMMON ATTRIBUTE 32

Applicability Clear identification of the functional classes of entities
responsible for complying with the standard, noting
any specific additions or exceptions.

If not applicable to the entire NPCC area, then a clear
identification of the portion of the bulk power system
to which the standard applies. Any limitation on the
applicability of the standard based on electric facility
requirements should be described.
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COMMON ATTRIBUTE 33

M easur &(s) Each requirement shall be addressed by one or more
measures. Measures are used to assess performance
and outcomes for the purpose of determining
compliance with the requirements stated above. Each
measure will identify to whom the measure applies
and the expected level of performance or outcomes
required demonstrating compliance. Each measure
shall be tangible, practical, and as objective asis
practical. Itisimportant to realize that measures are
proxies to assess required performance or outcomes.
Achieving the measure should be a necessary and
sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s)
to which it applies.

COMMON ATTRIBUTE 34

Compliance | Defines for each measure:
Monitoring

Pr OCESS e The specific data or information that is required to

measure performance or outcomes.

e The entity that is responsible for providing the data
or information for measuring performance or
outcomes.

e The process that will be used to evaluate data or
information for the purpose of assessing
performance or outcomes.

e The entity that is responsible for evaluating data or
information to assess performance or outcomes.

e The time period in which performance or outcomes
is measured, evaluated, and then reset.

e Measurement data retention requirements and
assignment of responsibility for data archiving.
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|. EXECUTIVE SUMMARY

The purpose of the Northeast Power Coordinating Council, Inc. ("NPCC"), is to enhance the
reliability of the international, interconnected bulk power system in Northeastern North
America through the development of more stringent and specific regional reliability
standards and compliance assessment and enforcement of continent-wide and regional
reliability standards pursuant to the execution and implementation of a Regional Delegation
Agreement with the Electric Reliability Organization ("ERO") and applicable Canadian
Memoranda of Understanding that are backstopped by the Federal Energy Regulatory
Commission ("FERC") and Canadian Provincial authorities. In the development and
enforcement of Regional Reliability Standards, NPCC, to the extent possible, facilitates
attainment of fair, effective, efficient, and competitive electric markets.

General Membership in NPCC is voluntary and is open to any person or entity, including any
entity participating in the Registered Ballot Body of the ERO that has an interest in the
reliable operation of the Northeastern North American bulk power system.

The NPCC Regional Reliability Standards Development Procedure describes the procedures,
policies and practices implemented to ensure an “open, fair, and inclusive” process for the
transparent initiation, development, implementation and revison of NPCC Regional
Reliability Standards necessary for the reliable operation of the international and
interconnected bulk power system in Northeast North America. These Standards will, in all
cases, not be inconsistent with or less stringent than any requirements of the North American
Electric Reliability Council/Electric Reliability Organization (NERC/ERO) Reliability
Standards. The procedure will not unnecessarily delay the development of the proposed
reliability standards. Each regional reliability standard shall enable or support one or more of
the reliability principles, thereby ensuring that each standard serves a purpose in support of
the reliability of the regiona bulk power system. Each standard shall also be consistent with
al of pertinent reliability principles and criteria, thereby ensuring that no standard
undermines reliability through an unintended consequence.

[I. REGIONAL RELIABILITY STANDARD DEVELOPMENT PROCEDURE

1. CHARACTERISTIC ATTRIBUTES

The NPCC Regional Reliability Standards Development Procedureis:

e Open — The NPCC Regional Reliability Standards Development Procedure provides
any person the ability to participate in the development of a standard. Any entity that
isdirectly and materially affected by the reliability of the NPCC’ s bulk power system
has the ability to participate in the development and approval of reliability standards.
There are no undue financial barriers to participation. Participation in the open
comment process is not conditional upon membership in the ERO, NPCC or any
organization, and participation is not unreasonably restricted on the basis of technical
qualifications or other such requirements. NPCC utilizes a website to accomplish
this. Online posting and review of standards and the real time sharing of comments
uploaded to the website allow complete transparency.
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¢ Inclusve — The NPCC Regiona Reliability Standards Development Procedure
provides any person with a direct and materia interest the right to participate by
expressing an opinion and its basis, have that position considered, and appealed
through an established appeal s process if adversely affected.

e Balanced — The NPCC Regional Reliability Standards Development Procedure has
a balance of interests and all those entities that are directly and materially affected by
the reliability of the NPCC’s bulk power system are welcome to participate and shall
not be dominated by any two interest categories and no single interest category shall
be able to defeat a matter. This will be accomplished through the NPCC Bylaws
defining etghtseven sectors (categories) for voting.

e Fair Due Process — The NPCC Regional Reliability Standards Development
Procedure provides for reasonable notice and opportunity for public comment. The
procedure includes public notice of the intent to develop a standard, a 45 calendar day
public comment period on the proposed standard request, or standard with due
consideration of those public comments, and responses to those comments will be
posted on the NPCC website. A final draft will be posted for a 30 calendar day pre-
balloting period, and then a ballot of NPCC Members will be conducted. Upon
approval by the NPCC Members, the NPCC Board then votes to approve submittal of
the Regional Standard to NERC.

e Trangparent — All actions material to the development of Regiona Reliability
Standards are transparent and information regarding the progress is posted on the
NPCC website as well as through extensive email lists.

In as much as NPCC is one of several regional entities within the Eastern Interconnection
of North America, there will be no presumption of validity by the ERO for any NPCC
Regional Reliability Standard. In order to receive the approval of the ERO, the NPCC
Reliability Standards Development Process must also achieve the following objectives:

e No AdverseImpact on Reliability of the I nter connection —An NPCC Regional Reliability
Standard provides alevel of bulk power system reliability that is necessary and adequate to protect
public health, safety, welfare, and North American security and will not have an adverse impact on the
reliability of the Interconnection or other Regions within the Interconnection.

o Judtifiable Difference— An NPCC Regiona Reliability Standard is based on justifiable differences
between Regions, such as different electrical systems or facilities, sensitivity of load to disruptions,
sensitivity of generation to disruptions, frequency and voltage sensitivity, system operating limit
development and facilities ratings process, electrical system interactions, etc.

e Uniformity- NPCC Regional Reliability Standards shall provide for as much uniformity as possible
with reliability standards across the interconnected bulk power system of the North American
continent. A NPCC Reliability Standard shall be more stringent than a continent-wide reliability
standard, may include aregional variation that addresses matters that the continent-wide reliability
standard does not, or shall be aregional difference necessitated by a physical differencein the
northeast’s bulk power system, where the interpretation of the phrase “physical difference” will be
consistent with FERC' s Order, issued September 22, 2004, Granting Request For Clarification
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regarding Docket No. PL04-5-000, Policy Statement on Matters Related to Bulk Power System
Reliability.

e No Undue Adverse Impact on Commerce — An NPCC Regional Reliability Standard will not cause
any undue adverse impact on business activities that are not necessary for reliability of the Region and
itsinterconnected Regions. All regional reliability standards shall be consistent with NERC' s market
principles.

Other Attributes of the NPCC Regional Reliability Standards Development Procedure include;

e Maintenance of Regional Reliability Standards-NPCC Regiona Standards will be reviewed for
possible revision at least every three years and follow the same process as a new standard. Theold
standard will remain in place until such time as the revised version has passed through the entire
process, at which point the old standard will be retired in accordance with any applicable new
implementation plan associated with the approved revised standard. The review process shall be
conducted by soliciting comments from the stakeholders and through open posting on the NPCC
website. If no changes are warranted, Regional Standards Committee (RSC) shall recommend to the
NPCC Board that the standard be reaffirmed. If the review indicates a need to revise or withdraw a
standard, aregional standard authorization request shall be prepared by the RSC and submitted in
accordance with the standards devel opment process contained in this procedure.

¢ Maintenance of Regional Reliability Standar ds Development Procedure-This NPCC Regional
Reliability Standards Development Procedure will be reviewed for possible revision at least once every
five years or more frequently if needed and subject to the same procedure as that of the devel opment of
astandard. All such revisions shall be subject to approval by the NPCC Board, NERC, FERC, and
could be subject to approval, if required, by applicable authoritiesin Canada. The NPCC RSC hasthe
authority to make non-substantive changes to this procedure and subsequently notify the NPCC Board
for their concurrence at their next scheduled meeting.

e Interpretation of Standards- All personswho are directly and materially affected by the NPCC's
bulk power system reliability shall be permitted to request an interpretation of a standard. The person
requesting an interpretation will send an email request to the Regiona Standards Process Manager
(RSPM), as noted on the NPCC website, explaining the specific circumstances surrounding the request
and what clarifications are required as applied to those circumstances. The request should indicate the
material impact to the requesting party or others caused by the lack of clarity or a possibly incorrect
interpretation of the standard. The RSPM aong with guidance from the RSC will forward the request
to the originating Task Force which acted as the drafting team for that regional reliability standard.
The Task Force will address, through a written response, the request for clarification as soon as
practical, but not more than 45 business days from its receipt by the Task Force. Thiswritten
interpretation will be posted along with the final approved and adopted standard and will stand until
such time as the standard is revised through the normal RSAR process, a which time the standard will
be modified to incorporate the clarifications provided by the interpretation.

2. ELEMENTSOFA RELIABILITY STANDARD

e Elementsof a Regional Reliability Standard
To ensure uniformity of regional reliability standards, aregional reliability standard shall consist of the
elementsidentified in this section of the procedure. These elements are intended to apply a systematic
discipline in the development and revision of standards. This discipline is necessary to achieving
standards that are measurable, enforceable, and consistent.

All mandatory reguirements of aregional reliability standard shall be within the standard document.

Supporting documents to aid in the implementation of a standard may be referenced by the standard
but are not part of the standard itself.
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The most current version of the approved NERC Réliability Standard template and its associated
elements as or if applicable, will be used at the time of the development of the NPCC Regional
Reliability Standard to ensure all essential elements are contained therein to achieve consistency and
uniformity and meet all statutory requirements. A sample of the elements contained in the standard
appearsin Table 1 below, however the latest ERO Board approved Standard template, that may be
found on the NERC website, will supersede the list below at the time the regional standard is
developed.

Table 1- Elements of a Regional Reliability Standard

I dentification A unique identification number assigned in accordance with an administrative
Number classification system to facilitate tracking and reference. (i.e. “NPCC- BAL-
002-0-Date” which refersto NPCC Regiona Standard, referencing NERC
BAL-002 Version 0, with NPCC Effective Date-final adoption by all Regional

Authorities)
Title A brief, descriptive phrase identifying the topic of the standard.
Applicability Clear identification of the functional classes of entities responsible for

complying with the standard, noting any specific additions or exceptions.

The standard will be applicable to the Bulk Power System unless otherwise

noted.
Effective Dateand | The effective date of the standard or, prior to approval of the standard, the
Status proposed effective date.
Purpose The purpose of the standard. The purpose shall explicitly state what outcome

will be achieved or is expected by this standard.

Requirement(s) Explicitly stated technical, performance, and preparedness requirements. Each
requirement identifies what entity is responsible and what action isto be
performed or what outcome isto be achieved. Each statement in the
requirements section shall be a statement for which compliance is mandatory.

Risk Factor (s) The potential reliability significance of each requirement, designated as a
High, Medium, or Lower Risk Factor in accordance with the criterialisted
below:

A High Risk Factor requirement (@) is one that, if violated, could directly
cause or contribute to bulk power system instability, separation, or a cascading
sequence of failures, or could place the bulk power system at an unacceptable
risk of instability, separation, or cascading failures; or (b) isarequirementin a
planning timeframe that, if violated, could, under emergency, abnormal, or
restorative conditions anticipated by the preparations, directly cause or
contribute to bulk power system instability, separation, or a cascading
sequence of failures, or could place the bulk power system at an unacceptable
risk of instability, separation, or cascading failures, or could hinder restoration
to anormal condition.

A Medium Risk Factor requirement (a) is arequirement that, if violated, could
directly affect the electrical state or the capability of the bulk power system, or
the ability to effectively monitor and control the bulk power system, but is
unlikely to lead to bulk power system instability, separation, or cascading
failures; or (b) is arequirement in a planning timeframe that, if violated, could,
under emergency, abnormal, or restorative conditions anticipated by the
preparations, directly affect the electrical state or capability of the bulk power
system, or the ability to effectively monitor, control, or restore the bulk power
system, but is unlikely, under emergency, abnormal, or restoration conditions
anticipated by the preparations, to lead to bulk power system instability,
separation, or cascading failures, nor to hinder restoration to a normal
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condition.

A Lower Risk Factor requirement is administrative in nature and (a) isa
requirement that, if violated, would not be expected to affect the electrical
state or capability of the bulk power system, or the ability to effectively
monitor and control the bulk power system; or (b) isarequirement in a
planning time frame that, if violated, would not, under the emergency,
abnormal, or restorative conditions anticipated by the preparations, be
expected to affect the electrical state or capability of the bulk power system, or
the ability to effectively monitor, control, or restore the bulk power system.

M easur &(s)

Each requirement shall be addressed by one or more measures. Measures are
used to assess performance and outcomes for the purpose of determining
compliance with the requirements stated above. Each measure will identify to
whom the measure applies and the expected level of performance or outcomes
required demonstrating compliance. Each measure shall be tangible, practical,
and as objective asispractical. It isimportant to realize that measures are
proxies to assess required performance or outcomes. Achieving the measure
should be a necessary and sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s) to which it applies.

Table 2— Compliance Elements of a Regional Reliability Standard

Compliance
M onitoring
Process

Defines for each measure:

o The specific data or information that is required to measure performance or
outcomes.

e Theentity that is responsible for providing the data or information for
measuring performance or outcomes.

e The process that will be used to evaluate data or information for the purpose
of assessing performance or outcomes.

e The entity that is responsible for evaluating data or information to assess
performance or outcomes.

e Thetime period in which performance or outcomes is measured, evaluated,
and then reset.

o Measurement data retention requirements and assignment of responsibility
for data archiving.

¢ Violation severity levels.

Supporting Information Elements

I nterpretation

Any interpretation of regional reliability standard that is developed and
approved in accordance with the “Interpretation of Standards”’ section of
Appendix A of this procedure, to expound on the application of the standard
for unusual or unique situations or to provide clarifications.

I mplementation

Plan

Each regional reliability standard shall have an associated implementation
plan describing the effective date of the standard or effective datesif thereisa
phased implementation. The implementation plan may also describe the
implementation of the standard in the compliance program and other
considerationsin the initial use of the standard, such as necessary tools,
training, etc. The implementation plan must be posted for at |least one public
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comment period and is approved as part of the ballot of the standard.

Supporting
References

This section references related documents that support reasons for, or
otherwise provide additional information related to the regional reliability
standard. Examplesinclude, but are not limited to:

. Glossary of terms

. Developmental history of the standard and prior versions
. Notes pertaining to implementation or compliance

. Standard references

. Standard supplements

o Procedures

o Practices

o Training references

J Technical references

. White papers

. Internet links to related information

3. TERMSAND FUNCTIONS

Regional Standards Committee (RSC)—An NPCC committee charged with management of the
NPCC Standards Procedure under a sector based voting structure as described in the NPCC Bylaws.
The NPCC RSC will consider requests for new or revised standards and be available for advisement to
the NPCC Board on the standards.

The RSC may not itself modify the standard without issuing a new notice to stakeholders regarding a
vote of the modified standard. Any RSC action will only be activated in the event of aminor
correction of astandard such as errata.

The RSC is an open and balanced stakeholder committee inclusive of all stakeholder interests that
provide for or are materially impacted by the reliability of the bulk power system.

The RSC disposition regarding the regional standard authorization request, which will in al cases be
within 60 calendar days of receipt of a completed standard request, shall include:

o Accept the standard request as a candidate for development of a new standard, revision of an
existing standard, or deletion of an existing standard. The RSC may, at its discretion, expand
or narrow the scope of the standard request under consideration. The RSC shall prioritize the
development of standards in relation to other proposed standards, as may be required based on
the volume of requests and resources.

e Regject the standard request. If the RSC rejects a standard request, a written explanation for
rejection will be delivered to the requester within 30 calendar days of the decision.

e Remand the standard request back to the requester for additional work. The standards process
manager will make reasonable efforts to assist the requester in addressing the deficiencies
identified by the RSC. The requester may then resubmit the modified standard request using
the process above. The requester may choose to withdraw the standard request from further
consideration prior to acceptance by the RSC.
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The NPCC Standard Process responsibilities of the RSC will include:

e Review of NPCC Draft Standards for such factors as compl eteness, sufficient detail, rational
result, and compatibility with existing standards; clarifying standard development issues not
specified in this procedure. Under no circumstance will the RSC change the substance of a
draft standard.

e Due consideration to the work of the drafting team as well as the comments of stakeholders
and minority objections, in approving a proposed regional reliability standard to go to ballot.

e Approve standards for pre-ballot posting under a sector based voting structure as described
later in the NPCCHnre: Bylaws or

e Remand the standard back to the Task Force acting as the drafting team for further work or
recommend a change in those participating in the drafting team (i.e. anew drafting team).

e Regional Standards Process Manager (RSPM) - The Regional Reliability Standards Procedure shall
be administered by a NPCC staff Regional Standards Process Manager. The RSPM is responsible for
ensuring that the development and revision of standardsisin accordance with this manual. The RSPM
works to ensure the integrity of the process, format, consistency of quality, and completeness of the
reliability standards. The RSPM facilitates all stepsin the process.

o Reliability Coordinating Committee (RCC) —The RCC, will support the standards development
process through the assignment of NPCC Task Forces. They will aso provide atechnical advisory
role in the Regional Reliability Standards development procedure through recommendations.

e Requester— A Requester isany individual or an entity (organization, company, government
authority, etc.) that submits a complete request for development, revision, or withdrawal of a standard.
Any person or an entity that is directly and materially affected by an existing standard or the need for a
new standard may submit arequest for a new standard or revision to a standard. The Requester is
assisted by the RSAR drafting team (if one is appointed by the RSC) to respond to comments and to
decide if and when the RSAR is forwarded to the RSC with arequest to draft a standard. The
Requester isresponsible for the RSAR, assisted by the RSAR drafting team and Regional Standards
Process Manager, until such time the RSC authorizes development of the standard. The Requester has
the option at any time to allow the RSAR drafting team to assume full responsibility for the RSAR.
The Requester may chose to participate in subsequent standard drafting efforts related to the RSAR.

e Task Forcesand Working Groups—The committees, task forces and working groups within NPCC
, Serve an active role in the standards process:
* |dentify the need for new or modified regional standards.
* Initiate NPCC Standards actions by developing Regional Standard Authorization Requests
(RSARS).
* Develop comments (views and objections) to standards actions.
* Participate in NPCC Standard drafting.
* Provide technical oversight in response to changing industry conditions and ERO
Requirements.
* Conduct Field Tests as required

4. PROCEDURE DESCRIPTION

STEPS 1 AND 2: REQUEST TO DEVELOP A NEW REGIONAL STANDARD

Requests to develop a new Regional Reliability Standard shall be submitted to the RSPM by
completing a Regional Standard Authorization Request (RSAR) (see Appendix A). The
RSAR is adescription of the new or revised standard in sufficient detail to clearly define the
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scope, purpose, and importance of the Regional Standard, impacted parties or other relevant
information. A “needs’ statement will provide the justification for the development of the
standard, including an assessment of the reliability and market interface impacts of implementing
or not implementing the standard. The RSPM shall maintain the RSAR form and make it
available electronically on the NPCC website.

Any person or entity (“Requester”) directly or materially affected by an existing standard or the need for anew or
revised standard may initiate a RSAR.

The Requester will submit the RSAR to the RSPM electronically and the RSPM will acknowledge receipt of the
RSAR immediately, through electronic receipt. The RSAR, as a minimum, needs to contain the following
information in order to be qualified for consideration. The NPCC RSPM will assist the Requester to ensure all the
following information is submitted (on the RSAR) in aform appearing in Appendix A:

Proposed Title and Date of New RSAR

Requester’s Name and Contact Information

Purpose of the Regional Standard

Description of Industry Need

Provide a Brief Description of the Standard

Identification of the Entities in the Functional Model as being responsible to adhere to the standard.
Necessary information to assist the drafting the team, to the extent feasible, to allow them to draft the
standard.

A cross references to existing NPCC or NERC documents

Nou,rwdr

®©

The RSPM shall forward all properly completed RSARs to the RSC. The RSC shall meet at established intervalsto
review all pending RSARs. The frequency of this review process will depend on workload, but in no case shall a
properly completed RSAR wait for RSC action more than 60 calendar days from the date of receipt. The RSC may
take one of the following actions:

» Remand the RSAR back to the RSPM for additional work. In this case, the RSPM may
request additional information or clarification for the RSAR from the Requester.

* Accept the RSAR as a candidate for a new or revised standard. In this case, the RSC will
forward the RSAR to the RCC to assign a NPCC Task Force to provide technical support
and analysis of comments for that RSAR, and assist the Requester and the RSPM in the
remaining steps of the process. The RSPM shall post notification of intent to develop a
standard on both NPCC and ERO websites within 30 calendar days of acceptance.

* Regject the RSAR. In this case, the RSC will provide awritten explanation for rejection to
the Requester within 30 calendar days of the rejection decision.
STEPS 3, 4, AND 5: RSC ACCEPTS RSAR AND RCC AssIGNS TF To DRAFT NEW OR REVISED
STANDARD

A RSAR that is accepted by the RSC will be submitted to the RCC. Within 60 calendar days the
RCC shall assign the development of the standard to a Task Force Drafting Team. The RSPM
shall solicit and recommend alist of additional candidates for appointment to the team and shall
submit the list to the RSC. Thislist shall include the Requester. The RSC may select other
individuals to serve, with the Task Force to draft the Standard. This team shall consist of a small
group of people who collectively have the necessary technical expertise and work process skills.
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The RSPM shall assign NPCC staff personnel to assist in the drafting of the standard including
compliance measure, process and elements. The drafting of measures and compliance
administration aspects of the standard will be coordinated with the Compliance Program.

STEP 6: SOLICIT PuBLIC COMMENTS ON DRAFT STANDARD

Once a draft standard has been verified by the RSC to be within the scope and purpose of the
RSAR, the RSPM will post the draft standard for the purpose of soliciting public comments. The
posting of the draft standard will be linked to the RSAR for reference. 1n addition to the
standard, an implementation plan shall be posted to provide additional details to the public and
aid in their commenting and decision process. Comments on the draft standard will be accepted
for a45 calendar day period from the public notice of posting. Comments will be accepted on-
line using the NPCC Open Process web-based application.

Final draft standards will be concurrently posted on the ERO website for comments.
STEPS 7, 8, AND 9: OPEN PROCESS POSTING AND ANALYSISOF THE COMMENTS

The RSPM will assemble the comments on the new draft standard and distribute those comments
to the Task Force acting as the standard drafting team. The Task Force shall give prompt
consideration to the written views and comments of all participants. An effort to address all
expressed comments shall be made, and each commenter shall be advised of the disposition of
the comment and the reasons therefore, in addition to public posting of the responses.

The Task Force acting as the Standard Drafting Team shall take one of the following actions:

 Submit the draft standard for RCC endorsement as it stands, along with the comments
received and responses to the comments. Based on the comments received, the Task Force
acting as the standard drafting team may include revisions that are not substantive. A
substantive change is one that directly and materially affects the application of the standard,
including, for example: changing “shall” to “should,” changing “should” to “shall”; adding,
deleting, or revising requirements; or adding, deleting, or revising measures for which
compliance is mandatory.

» Make substantive revisions to the draft standard and repostsit for further open review and
comment.

* Task Force recommends Field Test if necessary to RSC.
Requester also may withdraw the request for a standard.

RCC submits proposed RRS to the RSC along with its recommendation based on comments,
Task Force statements and any field test results.
STEPS 10 AND 11: RSC APPROVES OF THE NEW OR REVISED STANDARD FOR POSTING

If the RSC, acting with consideration of any recommendations by the RCC and utilizing the
composite sector voting structure, as outlined in the NPCC, votes to post the draft standard for
approval, the draft standard, all comments received, and the responses to those comments shall
be posted electronically for the NPCC Members, by the RSPM and made public through the
NPCC Website (www.npcc.org) for a 30 calendar day “ pre-ballot review” and request for
balloting. If the RSC decides more work is needed, the draft standard will be remanded back to
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the drafting Task Force. All actions of the RCC, Task Forces acting as drafting teams and the
Regional Standards Committee will be recorded in regular minutes of the group(s) and posted on
the NPCC website. Once the notice for aballot has been issued, no substantive modifications
may be made to the proposed standard unless the revisions are posted and a new notice of the
voteisissued

STEPS 12, 13 AND 14: BALLOT OF STANDARD

Upon notification of aballot, the Members of NPCC’ s registered ballot body will cast
their vote consistent with the NPCC Bylaws. This ballot shall commence no sooner than 15
calendar days and no later than 30 calendar days following the notification of ballot. All
members of the NPCC are eligible to participate in the voting on proposed, standard revisions or
deletions of regional standards. The ballot period will typically begin immediately following the
30 calendar day pre-ballot posting and will last at least 10 business days.

The NPCC registered ballot body comprises all entities or individuals that qualify for one
of the eightseven NPCC stakeholder sectors and are registered with NPCC as potential ballot
participants in the voting on standards. Each member of the NPCC registered ballot body is
eligible to vote on standards.

In order for aNPCC Regiona Standard to be approved;

e A quorum must be established by at least 50% of the NPCC Members of at |east 60%
of the Voting Sectors on the roster of Members maintained by NPCC.

e A two-thirds mgjority of the total weighted sector votes cast must be affirmative. The number of votes
cast isthe sum of affirmative and negative votes, excluding abstentions, and non-responses. Weighted
sector vote will be calculated as follows,

o Affirmative votes cast in each sector will be divided by the sum of affirmative and negative votes
cast, in that same sector, to determine the fractional affirmative vote for each sector. Abstentions
and non-responses will not be counted for the purposes of determining the fractiona affirmative
vote for asector.

o Thesum of the fractional affirmative votes from all sectors divided by the number of sectors
voting will be used to determine if atwo-thirds majority has been achieved. (A sector will be
considered as “voting” if any member of the sector in the ballot pool casts either an affirmative or
anegative vote.)

o A standard will be approved if the sum of fractional affirmative votes from all sectors divided by
the number of voting sectorsis at least 2/3.

Ballots will be cast electronically and alternatives are as follows,
Affirmative

Affirmative with Comments

Negative

Negative with Comments

Abstain

The RSPM shall post the final outcome of the ballot process. If the standard is rejected, it may be withdrawn by
either the RCC or the original Requester, or the standard may be remanded by the RSC back to the Task Force
acting as the drafting team to address the issues. All comments submitted during the process will be posted and
archived for consideration when redrafting the standard upon review.
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The standard, once approved by ballot, and a recommendation will be forwarded to the NPCC Board for final
Regional approval. The Board may not make substantive modifications to the standard. 1f the Board does not
approve the standard for transmittal to NERC it will be remanded back to the RSC.

If the standard is approved, the standard will be submitted to the NERC/ERO Board of Trustees for approval.

STEPS 15, 16 AND 17: IMPLEMENTATION OF THE NPCC REGIONAL STANDARD
Upon approval within the NPCC , the standard will be submitted to the NERC/ERO for approval(s) and filing with
FERC and applicable Canadian Governmental and/or Regulatory Authorities for adoption.

Once ardliability standard is adopted and made effective, al users, owners, planners, and operators of the Bulk
Power System in the NPCC geographic area of the Northeast are required to comply with the standard. The
NERC/ERO Board of Trustees has established a separate compliance program, also administered in the Northeast by
NPCC , to measure compliance with the standards and administer sanctions as appropriate. After adoption of a
NPCC Regional Standard, the standard will be forwarded to the compliance program for compliance monitoring and
enforcement.

STEP 18: WITHDRAWAL OF STANDARD

Upon rejection of aproposed standard, the RCC or the requester may withdraw the standard completely or remand it
back to the Task Force acting as the standard drafting team for further work.
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6. ERO and Regulatory Process and Approvals

e NERC/ERO Comment Period —NERC/ERO shall publicly notice and request comment on the
NPCC Regional Reliability Standard, allowing a minimum of 45 calendar days for comment on
NERC’ swebsite and actively notify all adjoining Regions. Concurrent with this regional posting, final
drafts will be forwarded to NERC for posting on the NERC website to ensure full industry awareness
of the standard and expedite and coordinate all commenting. All commentswill be responded to
electronically through a posted response on the NPCC website or alink on the NERC website. NPCC
shall have an opportunity to resolve any objections identified in the comments and may choose to
withdraw the request, revise the NPCC Regional Reliability Standard and request another posting for
comment, or submit the NPCC Regional Reliability Standard along with a response to any objections
received, for approval by NERC.

e NERC/ERO Approval of NPCC Regional Rdliability Standards —Proposed regional reliability
standards shall be subject to approval by the NERC/ERO who shall have a process to evaluate and
recommend whether a proposed non-Interconnection-wide NPCC Regional Reliability Standard has
been developed in accordance with all applicable procedural requirements and whether NPCC has
considered and addressed stakeholder objections. NPCC Board, having been notified of the results of
the regional ballot concerning a NPCC Regional Reliability Standard, shall vote to submit the Standard
to the NERC/ERO Board for approval as a NERC Reliability Standard. The NERC/ERO Board shall
consider NPCC'’ s request, the scope and implications of the Standard, the recommendation for action
on the Standard, any unresolved stakeholder comments, and NPCC' s consideration of comments and
unresolved issues if any, in determining whether to approve the NPCC Regional Reliability Standard
asaNERC Rdliability Standard.

e Regulatory Authority Approval — An NPCC Regional Reliability Standard that
has been approved by the NERC/ERO board shall be filed with FERC and applicable
Canadian Governmental and/or Regulatory Authorities for approval and shall become
effective and enforceable within the U.S., per Section 215 of the Federal Power Act,
only when adopted by FERC, and within Canada, only when adopted by applicable
Canadian Governmental and/or Regulatory Authorities. The regional reliability
standard, once adopted will be made part of the body of NERC reliability standards
and shall be mandatory and enforceable on all applicable bulk power system owners,
operators, and users within the NPCC Region, regardless of membership status.

7. Appeals

e Personswho have directly and materially affected interests and who have been or will be adversely
affected by any substantive or procedural action or inaction related to the development, approval,
revision, reaffirmation, or withdrawal of aregional reliability standard shall have the right to appeal .
This appeals process applies only to the standards process as defined in this procedure.

The burden of proof to show adverse effect shall be on the appellant. Appeals shall be made within 30
calendar days of the date of the action purported to cause the adverse effect, except appeals for
inaction, which may be made at any time. In all cases, the request for appeal must be made prior to the
next step in the process.

Thefinal decisions of any appeal shall be documented in writing and made public.

The appeals process provides two levels, with the goal of expeditiously resolving the issue to the
satisfaction of the participants:
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e Level 1 Apped

Level 1isthe required first step in the appeals process. The appellant submits a complaint in writing
to the RSPM that describes the substantive or procedural action or inaction associated with areliability
standard or the standards process. The appellant describes in the complaint the actual or potential
adverse impact to the appellant. Assisted by any necessary staff and committee resources, the RSPM
shall prepare awritten response addressed to the appellant as soon as practical, but not more than 45
calendar days after receipt of the complaint. If the appellant accepts the response as a satisfactory
resolution of the issue, both the complaint and response will be made a part of the public record
associated with the standard and posted with the standard.

o Level 2 Apped

If after the Level 1 Appeal the appellant remains unsatisfied with the resolution, asindicated by the
appellant in writing to the regional standards process manager, the RSPM shall conveneaLevel 2
Appeals Panel. This panel shall consist of five members total appointed by the NPCC'’ s board.

In all cases, Level 2 Appeals Panel members shall have no direct affiliation with the participants in the
appeal.

The RSPM shall post the complaint and other relevant materials and provide at least 30 calendar days
notice of the meeting of the Level 2 Appeals Panel. In addition to the appellant, any person that is
directly and materially affected by the substantive or procedural action or inaction referenced in the
complaint shall be heard by the panel. The panel shall not consider any expansion of the scope of the
appeal that was not presented in the Level 1 Appeal. The panel may in itsdecision find for the
appellant and remand the issue to the RSC with a statement of the issues and facts in regard to which
fair and equitable action was not taken. The panel may find against the appellant with a specific
statement of the facts that demonstrate fair and equitable treatment of the appellant and the appellant’s
objections. The panel may not, however, revise, approve, disapprove, or adopt areliability standard.
The actions of the Level 2 Appeals Panel shall be publicly posted.

In addition to the foregoing, a procedural objection that has not been resolved may be submitted to the
NPCC Board for consideration at the time the board decides whether to adopt a particular reliability
standard. The objection must be in writing, signed by an officer of the objecting entity, and contain a
concise statement of the relief requested and a clear demonstration of the facts that justify that relief.
The objection must be filed no later than 30 calendar days after the announcement of the vote on the
standard in question.

Exhibit C — Amended and Restated NERC-NPCC Regional Delegation Agreement 24



APPENDIX A

Information in a Regional Standard Authorization Request (RSAR)

The tables below identify information to be submitted in a Regional Standard Authorization Request to the NPCC
Regional Standards Process Manager,

NPCCstandard@npcc.org . The NPCC Regional Standards Process Manager shall be responsible for implementing
and maintaining this form as needed to support the information requirements of the standards process.

Regional Standard Authorization Request Form

Title of Proposed Standard:

Request Date:

RSAR Requester Information

Names RSAR Type (Check box for one of these
selections.)

Company: [l New Standard

Telephone: [l Revision to Existing Standard

Fax: 0 withdrawal of Existing Standard

Email: L1 Urgent Action
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Pur pose (Describe the purpose of the proposed standard — what the standard will achievein
support of reliability.)

Industry Need (Provide a detailed statement justifying the need for the proposed standard,
along with any supporting documentation.)

Brief Description (Describe the proposed standard in sufficient detail to clearly define the
scope in amanner that can be easily understood by others.)

Reliability Functions

The Standard will Apply to the Following Functions (Check all applicable boxes.)

[ ] Reliability The entity that is the highest level of authority who is responsible for the

Coordinator | reliable operation of the Bulk Electric System, has the Wide Area view of
the Bulk Electric System, and has the operating tools, processes and
procedures, including the authority to prevent or mitigate emergency
operating situations in both next-day analysis and real-time operations.
The Reliability Coordinator has the purview that is broad enough to enable
the calculation of Interconnection Reliability Operating Limits, which may
be based on the operating parameters of transmission systems beyond any
Transmission Operator’svision.

Balancing The responsible entity that integrates resource plans ahead of time,

Authority maintains |oad-interchange-generation balance within a Balancing
Authority Area, and supports Interconnection frequency in real time.

Interchange | Authorizes valid and balanced Interchange Schedules.

Authority

Planning The responsible entity that coordinates and integrates transmission facility

Authority and service plans, resource plans, and protection systems.

Transmission | The entity that administers the transmission tariff and provides

Service Transmission Service to Transmission Customers under applicable

Provider transmission service agreements.

Transmission | The entity that owns and maintains transmission facilities.

Owner

Transmission | The entity responsible for the reliability of its“local” transmission system,

Operator and that operates or directs the operations of the transmission facilities.
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[ ] Transmission | The entity that develops along-term (generally one year and beyond) plan
Planner for the reliability (adequacy) of the interconnected bulk electric
transmission systems within its portion of the Planning Authority Area.
[ ] | Resource The entity that develops along-term (generally one year and beyond) plan
Planner for the resource adequacy of specific loads (customer demand and energy
reguirements) within a Planning Authority Area.
[ 1 Generator The entity that operates generating unit(s) and performs the functions of
Operator supplying energy and Interconnected Operations Services.
[ ] Generator Entity that owns and maintains generating units.
Owner
[] Purchasing- | Theentity that purchases or sells, and takestitle to, energy, capacity, and
Selling Interconnected Operations Services. Purchasing-Selling Entities may be
Entity affiliated or unaffiliated merchants and may or may not own generating
facilities.
[ ] | Distribution | Provides and operates the “wires’ between the transmission system and the
Provider customer.
[ ] | Load- Secures energy and transmission service (and related Interconnected
Serving Operations Services) to serve the electrical demand and energy
Entity requirements of its end-use customers.

Reliability and Market Interface Principles

[

Applicable Reliability Principles (Check all boxes that apply.)
1. Interconnected bulk power systems shall be planned and operated in a coordinated

manner to perform reliably under normal and abnormal conditions as defined in
the NERC Standards.

[

2. Thefrequency and voltage of interconnected bulk power systems shall be
controlled within defined limits through the balancing of real and reactive power
supply and demand.

3. Information necessary for the planning and operation of interconnected bulk
power systems shall be made available to those entities responsible for planning
and operating the systemsreliably.

4. Plansfor emergency operation and system restoration of interconnected bulk
power systems shall be developed, coordinated, maintained, and implemented.

5. Facilities for communication, monitoring, and control shall be provided, used, and
maintained for the reliability of interconnected bulk power systems.

6. Personnel responsible for planning and operating interconnected bulk power
systems shall be trained, qualified, and have the responsibility and authority to
implement actions.

7. The security of the interconnected bulk power systems shall be assessed,
monitored, and maintained on awide-area basis.
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Doesthe proposed Standard comply with all of the following Market I nterface Principles?
(Select ‘yes or ‘no’ from the drop-down box.)

Recognizing that reliability is an Common Attribute of arobust North American economy:

1. A reliability standard shall not give any market participant an unfair competitive
advantage.Y es

2. A reliability standard shall neither mandate nor prohibit any specific market structure.
Yes

3. A reliability standard shall not preclude market solutions to achieving compliance with
that standard. Yes

4. A reliability standard shall not require the public disclosure of commercially sensitive
information. All market participants shall have equal opportunity to access
commercialy non-sensitive information that is required for compliance with reliability
standards. Yes

Detailed Description (Provide enough detail so that an independent entity familiar with the

industry could draft a standard based on this description.)

Related Standards

Standard No. | Explanation

-t
Related SARs or RSARs

SARID Explanation
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NPCC, Inc.

Northeast Power Coordinating Council, Inc.
Exhibit D — Compliance Monitoring and Enfor cement Program
1.0  Regional Compliance M onitoring and Enfor cement Program

1.1  Obligationsof NPCC

NPCC will implement the NERC Compliance Monitoring and Enforcement Program, Appendix
4C to the NERC Rules of Procedure (which for purposes of this section 1.0 shall not include
Attachment 2, Hearing Procedures), to monitor and enforce compliance with Reliability
Standards by the owners, operators, and users within the U.S. portion of NPCC'’ s geographic or
electrical boundaries, and such other scope, set forth on Exhibit A of this Agreement, subject to
any deviations from the NERC Compliance Monitoring and Enforcement Program described in
Section 1.2 below (the “Compliance Program™).

1.2  Deviationsfrom the NERC Compliance Monitoring and Enfor cement
Program

Compliance monitoring and enforcement programs will be implemented within the Canadian
portion of NPCC'’ s geographic area, consistent with individual Canadian Provincial Memoranda
of Understanding (MOU) or Agreements and Canadian laws. All executed MOU’s and
Agreements will be provided to NERC as allowable under Canadian law.

20 REGIONAL HEARING OF COMPLIANCE MATTERS

NPCC shall establish and maintain a hearing body with authority to render decisionsin
compliance hearings in which a Registered Entity may contest afinding of alleged violation,
proposed penalty or sanction, or a proposed mitigation plan. The NPCC Compliance Committee,
report| ng to the NPCC Board, WI|| be responsi blefor impaneling a Hearing Body, When

dtﬁeFeHWetmgeeeteQ an |nde|oendent Hearlnq Offlcer and two (2) Independent Dlrectors An
Hdependent- The Hearing Officer, who is not a member of the Compl iance Committee, the
NPCC Board or NPCC Staff will conduct the hearlng

. v—T he Hearing
Body WI|| uti I ize asmple majority vote to resolve issues. Thlsvotl ng ruIe along with the
structure of the Hearing Body, fully supports the requirement that no two stakeholder sectors
may control, and no single stakeholder sector may veto, a matter before the Hearing Bodly.
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NPCC shall conduct all compliance hearings in which a Registered Entity may contest afinding
of alleged violation, proposed penalty or sanction, proposed Mitigation Plan, or a proposed
Remedial Action Directive, in accordance with Attachment 2, Hearing Procedures, to the NERC
Compliance Monitoring and Enforcement Program, subject to the following deviations, if any:
None

30 OTHER DECISION-MAKING BODIES

NPCC Compliance Staff will be the sole decision making body to review and make final
determinations on compliance submittals from Registered Entities related to Self-Certification;
Self-Reporting; Exception Reporting; and Periodic Data Submittals. NPCC Compliance Staff
will initially review all submittals received to assure that the information forwarded is accurate
and complete. This process will be conducted by the staff members and may require contact via
e-mail or phoneto confirm information. If after, initially receiving a compliance submittal, the
Compliance Staff identifies an instance of non-compliance, a Notice of Possible Violation
(NOPV), without penalty, isissued to the registered entity and NERC while the Compliance
Staff continues its more detailed and comprehensive review of the submittal. 1t isduring this
review that the Compliance Staff confirms the violation, calculates an appropriate penalty or
sanction and issues a Notice of Confirmed Violation (NOCV).
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Exhibit E — Funding
1. Scope of activities funded through the ERO funding mechanism

NPCC shall includein its annual budget submission to NERC amounts for costsit will incur
in performing its delegated functions and related activities as described in Sections 5, 6 and 7
of the Agreement. These activities shall include:

e Rdiability Standard Devel opment

e Compliance Monitoring and Enforcement

e Organization Registration and Certification

e Reliability Assessment and Performance Analysis (including necessary data
gathering activities)

e Event Analysis and Reliability Improvement

e Training and Education

e Situation Awareness

e Infrastructure Security

2. Preparation of Annual Business Plan and Budget

(8 NERC and NPCC in conjunction with the other Regional Entities shall
collaboratively develop an annual schedule for the development, submission, review and
approval of NPCC’ s business plan and budget. The annual schedule for the preparation of
business plans and budgets shall require NPCC (i) to submit to NERC draft(s) of NPCC's
proposed business plan and budget and other preliminary documents and information, and
(ii) to submit afinal proposed business plan and budget that has been approved by NPCC
Board of Directorsto NERC by July 1 or such other agreed date as provides sufficient time
for NERC' s review, approval and submission of NPCC’ s business plan and budget to the
Commission 130 days in advance of the beginning of each fiscal year. The NPCC business
plan and budget submission shall include supporting materials, including NPCC’ s compl ete
business plan and organization chart, explaining the proposed collection of all assessments,
dues, fees and charges, and the proposed expenditure of the funds to be collected in sufficient
detail to justify the requested budgeted expenditures and assessments. NPCC’ s business plan
and budget and proposed assessments shall provide for reasonabl e reserve mechanisms for
unforeseen and extraordinary expenses and other contingencies, consistent with generally
accepted accounting principles.

(b) NERC shall review and approve NPCC'’ s proposed business plan and budget and
proposed assessments for performing the delegated functions and related activities described
in Sections 5, 6 and 7 of this Agreement and listed above in Section 1 of this Exhibit E, or
shall direct NPCC to make such revisions as NERC deems appropriate prior to approval.
NERC shall submit NPCC’ s approved business plan and budget and proposed assessments to
the Commission for approval as part of NERC’ s overall business plan and budget
submission, in accordance with the ERO Regulations.
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3. Allocation of Costs

Assessments to fund the costs of NPCC delegated functions and related activities pursuant to
the Agreement shall be allocated among all load-serving entities on the basis of Net Energy
for Load, unless a different method(s) of alocating and cal culating such assessments has
been submitted to and approved by NERC and the Commission in accordance with Section
9(b) of the Agreement. NPCC shall submit to NERC annually at the same time it submitsits
budget request alist of the load-serving entities or designees within its geographic
boundaries that shall be responsible for paying NPCC’ s assessment and the load-serving
entities’ proportionate Net Energy for Load, and such other data and information asis
necessary to allocate and cal culate the allocation of NPCC’ s assessment to the load-serving
entities or designees under the method(s) of allocation and calculation that will be used.

4. Collection of Funding

(8 NERC shall submit invoices to the load-serving entities or designees identified by NPCC
covering the NERC and NPCC assessments approved for collection.

(b) NERC shall pursue any non-payments of assessment amounts and shall request
assistance from ERO Governmental Authorities as necessary to secure collection. To the
extent reasonably practicable, NPCC shall assist NERC in pursuing and collecting any non-
payments. Notwithstanding the foregoing, NPCC is not responsible and does not assume any
liability for recovering non-payments or underpayments of assessment amounts. NERC shall
retain sole responsibility for recovering non-payments or underpayments of assessment
amounts. NERC shall add the amount of any non-payments by end-users or designees within
NPCC region, that are reasonably determined to be uncollectible, to NERC' s assessments for
a subsequent year with the amount of such non-paymentsto be allocated to end-users within
NPCC region.

(c) Upon approval by ERO Governmental Authorities of NPCC annual assessment to fund
the costs of its delegated functions and related activities, NERC shall pay NPCC'’ s annual
assessment to NPCC in four equal quarterly payments on January 15, April 15, July 15 and
October 15 of the budget year.

5. Application of Penalties

Except as otherwise approved by the Commission, all penalty monies received by NPCC
other than penalty monies received from an operational function or division or affiliated
entity of NPCC shall be applied as a general offset to NPCC budget requirements for U.S.-
related activities under this Agreement for the subsequent fiscal year. Funds from financial
penalties shall not be directly applied to any program maintained by the investigating entity.
Except as otherwise approved by the Commission, any penalty monies received from an
operational function or division or affiliated entity of NPCC shall be transmitted to or
retained by NERC and shall be used by NERC as a general offset to NERC' s budget for its
activities as the ERO under the Act for the following year.
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6. Budget and Funding for NPCC’ s Non-Statutory Activities

In addition to its delegated functions and related activities, as specified in Sections 5, 6 and 7
of the Agreement and in Section 1 of this Exhibit E (such delegated functions and activities
referred to in this Section 6 as “ statutory activities’), NPCC's Criteria Services division
performs the following other functions and activities (such other functions and activities
being referred to in this Section 5 as "non-statutory activities"):

NPCC List of Criteria Services Division Functions (Non-Statutory Activities)

1. Regionally-specific Criteria

e NPCC develops and maintains regionally-specific more stringent criteria

e NPCC develops and maintains criteria establishing resource adequacy requirements
within the Region

2. Criteria Compliance Program

e NPCC monitors and assesses compliance with its more stringent regional criteria

e NPCC conducts a Reliability Compliance and Enforcement Program (RCEP) utilizing
non-monetary sanctions

NPCC shall employ the following methods and proceduresto (i) keep its funding
mechanisms for its regional entity division (statutory activities) separate from its funding
mechanisms for its criteria services division (non-statutory activities), and (ii) record the
costsit incursin the performance of its non-statutory functions separately from the costs it
incurs in the performance of its statutory functions:

1. Funding of NPCC Ciriteria Services Division (non-statutory activities).- A separate
membership based funding mechanism is utilized for non-statutory activities.

2. NPCC procedures for separating funding and expenditures for regional entity division
(statutory activities) and criteria services division (non-statutory activities)

NPCC utilizes the NERC System of Accounts (NSOA) to provide consistency for account
codes, divisional separation codes and activity codes. In August of 2007, NPCC CBRE
(which prior to the merger performed statutory activities) merged into and with Northeast
Power Coordinating Council, Inc. (referred to as NPCC) (which prior to the merger
performed non-statutory activities) with the merged corporation having divisional separation
for Regional Entity and Criteria Services. Asrecommended by NERC, NPCC uses the not-
for-profit MIP Fund Accounting program by Sage Software to accurately account for
income, time and labor. Effective January 1, 2008, with corporate restructuring of NPCC
completed in later 2007, 2008 actual program costs are being charged to appropriate program
areas.

NPCC does not conduct resource or transmission planning, is not an Independent System
Operator (1S0), nor does it perform the functions of a Reliability Coordinator (RC). As such,
while at thistime, there is a breakout for Criteriarelated activities, all functions performed by
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NPCC arein the furtherance of NERC'’ s statutory mission and reliability of the international
bulk power system in Northeastern North America.

Methodology

NPCC'’ s revenue and expenditure classification methodology identifies appropriate methods
of accounting for income, time and costs to ensure that U.S. Federal/statutory and Canadian
provincial and/or governmental authorities' agreed upon revenue and expenses are accounted
for separately from NPCC'’ s regionally-specific Criteria development and Criteria
compliance (non-statutory) income, time and expense.

Division Codes

There are two division codes that are used by NPCC in accounting for revenues and
expenses. The codes are asfollows:

Division ID Division Name

Regional Entity — U.S. Statutory and
Canadian Regulatory and/or Governmental
RE Authority authorized

CSD Criteria Services - Non-Statutory

The two division codes allow NPCC to separate Regional Entity statutory activity revenues
and expenses from Criteria Services non-statutory activity revenues and expenses. These
categories were devel oped to ensure that non-statutory related revenues and expenses are
segregated and accounted for separately from statutory-related revenues and expenses.

Program Codes

Asrequired by NERC, NPCC adopted a financial accounting system consistent with NERC' s
functional categories. At NPCC, functional categories are referred to as Program Codes.

There are twelve program codes that are used by NPCC in accounting for expenses. The
codes are as follows:

Program 1D Program Name
300 Reliability Standards
Compliance Enforcement and Organization
400 Registration and Certification
Reliability Assessment and Performance
800 Analysis
Reliability Readiness Evaluation and
700 | mprovement

Exhibit E — Amended and Restated NERC-NPCC Regional Delegation Agreement
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900 Training and Education
Situational Awareness and Infrastructure
1000 Security
ADMIN General Administration
FINANCE Accounting and Finance
HR Human Resources
IT Information Technology
LEGAL L egal and Regulatory
MEMBERS Members Forum

Program codes are used to further delineate expenses into functional groupings that are
assigned to program heads. NPCC staff utilize their assigned program codes (the program
where they reside for payroll purposes) when coding expenses, unless otherwise authorized
by management.

When time is spent in support of both statutory activities and non-statutory activities
(applicable to alimited number of employees in the Administrative Services functions of
General Administration, Accounting and Finance, Human resources, Information
Technology, Legal and Regulatory and Members Forms), staff members develop accurate
timesheet all ocations between division codes.

Divisional separation with regard to statutory activities (Regiona Entity division) and non-
statutory activities (Criteria Services division) is reflected in the NPCC balance sheet and
general ledger though the MIP Fund Accounting software programs.

NPCC shall provideits budget for such non-statutory activitiesto NERC at the same time
that NPCC submits its annual budget request to NERC pursuant to Section 1. NPCC's
budget for non-statutory activities that is provided to NERC shall contain a detailed list of
NPCC's non-statutory activities and a description of the funding sources for the non-statutory
activities. NPCC agrees that no costs of non-statutory activities are to be included in the
calculation of NPCC's charges for its activities pursuant to this Agreement.

7. Amended or Supplemental Business Plans and Budgets

During the course of the fiscal year, if NPCC determines it does not or will not have

sufficient fundsto carry out its delegated functions and related activities, NPCC shall submit

to NERC one or more proposed amended or supplemental business plans and budgets and

requests for approval of supplemental assessments, reflecting costs, cost increases or funding

shortfalls not provided for in NPCC’ s approved business plan and budget for the fiscal year.
Exhibit E — Amended and Restated NERC-NPCC Regional Delegation Agreement
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NERC shall review and approve the proposed amended or supplemental business plan and
budget and proposed supplemental assessment, or shall direct NPCC to make such revisions
as NERC deems appropriate prior to approval. NERC shall submit NPCC'’ s approved
amended or supplemental business plan and budget and proposed supplemental assessment to
the Commission for approval.

8. NERC Review of NPCC Financial Records

Upon arequest made to NPCC with reasonable notice, NERC shall have access to and may
review al financia records of NPCC, including records used to prepare NPCC' s financial
statements. NERC shall conduct reviews of the quarterly and annual financial statements
submitted by NPCC pursuant to Section 9(h) and (i) of the Agreement. NPCC shall provide
supporting documentation for the quarterly and annual financial statements as reasonably
requested by NERC.

9. Costs Associated with Cross-Regional Compliance Monitoring and Enforcement

The costs associated with any Cross-Regional Compliance Monitoring and Enforcement
performed by NPCC pursuant to section 6 (j) of this Agreement with respect to registered
functions of another Regional Entity are to be funded by payments from the Regional Entity
contracting with NPCC for such services, in accordance with the contract between NPCC and
the other Regional Entity. Where such a contract has been entered into, NPCC will include a
description of the resources it has budgeted to perform such services, and its estimated costs
(including appropriate alocation of NPCC'’s General and Administrative costs) to perform
such services, in each budget year, in NPCC'’s annual business plan and budget that is
submitted to NERC and the Commission for approval.

Exhibit E — Amended and Restated NERC-NPCC Regional Delegation Agreement
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Agenda ltem 10
Board of Trustees Meeting
May 11, 2011

Update of NERC Membership Roster

Action
Approve proposed plan for updating the NERC Membership Roster, including the proposed
schedule and registration renewal form.

Background

Article Il of NERC's Bylaws directs the Board of Trustees to, from time to time, set a date by
which members shall submit their membership renewals. A complete copy of Article Il is
Attachment 1 to this paper. This is the first time that NERC has renewed its membership roster
since the roster was developed in early 2007. The membership renewal will provide an
opportunity to correct the roster for out-of-date information. It also provides an opportunity
for a member to change the sector in which the entity or individual is registered.

Membership in NERC allows the entity or individual to participate in NERC’s governance.
Specifically, the NERC members elect the sector representatives on the Member
Representatives Committee (MRC). The MRC elects the chair and vice-chair of the MRC, elects
the independent trustees on the NERC Board, votes jointly with the NERC Board on
amendments to the Corporation’s Bylaws, and provides advice to the NERC Board on the
annual business plan and budget and other matters coming before the Board.

Article Il, Section 2, of the Bylaws provides that members are required to renew their
membership within 30 days of a request by the Secretary, using a form prescribed by the Board.
Section 2 further directs the Secretary to remove from the NERC roster any member that has
failed to renew the membership within 30 days of a date set by the Board. To implement these
provisions, management proposes the following schedule:

June 1, 2011 Corporate Secretary sends registration renewal request to current
members.

June 20, 2011 Reminder

July 1, 2011 Deadline for submission of registration renewals.

July 20, 2011 Reminder

August 1, 2011 Board-established deadline, 30 days after which members may be

removed from the roster for non-renewal of their membership.

August 15, 2011 Notice of possible removal from NERC membership roster for failure to
re-register.



September 1, 2011

Date on which members may be removed from the membership roster
for non-renewal of membership.

The extra time in the schedule is to provide time for reminder notices.

Membership in NERC is voluntary and is open to any person or entity that has an interest in the
reliable operation of the North American bulk power system. The Bylaws establish two
conditions for NERC membership.

(1) A member must agree to accept the responsibility to promote, support, and comply
with the purposes and policies of the Corporation as set forth in its Certificate of
Incorporation, Bylaws, Rules of Procedure, and Reliability Standards as from time to
time adopted, approved, or amended.

(2) As an additional condition of membership in the Corporation, each person or entity
registering as a member shall be required to execute an agreement with the
Corporation, in a form to be specified by the board, that such person or entity will
hold all trustees, officers, employees, and agents of the Corporation, as well as
volunteers participating in good faith in the activities of the Corporation, harmless,
to the extent permitted by Federal or provincial laws, regulations and rules, for any
injury or damage to that member caused by any act or omission of any trustee,
officer, employee, agent, or volunteer in the course of performance of his or her
duties on behalf of the Corporation, other than for acts of gross negligence,
intentional misconduct, or a breach of confidentiality.

Members may register into one of twelve membership sectors:

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)
(xi)
(xii)

investor-owned utility;

state/municipal utility;

cooperative utility;

federal or provincial utility/power marketing administration;
transmission-dependent utility;

merchant electricity generator;

electricity marketer;

large end-use electricity customer;

small end-use electricity customer;

independent system operator/regional transmission organization;
regional entity; or

government representatives.

Note that this restriction is in contrast to the registered ballot body for standards development,
where entities may register in each segment in which they have a business interest. A member
may elect to be assigned to any sector so long as membership in that sector is consistent with



the member’s business or other activities. A corporation and its affiliates are considered a
single member and may register in only one sector, which may be any single sector for which
the corporation or any of its affiliates is eligible. A consultant, attorney, agent, vendor, trade or
industry association, state, provincial or local consumer advocate organization that provides
services to or otherwise represents the interests of the members of one or more sectors may
elect to be assigned to one such sector.

Members must renew their registration online. An early step in that process will be to indicate
agreement with the two conditions imposed for membership in NERC. No one will be able to
complete the membership renewal without agreeing to those two conditions. The online
membership application constitutes the written agreement required by the Bylaws. Instructions
for using NERC’s online membership application form are included as Attachment 2 to this
item. The Board is requested to approve those screen shots substantially in the form presented
as constituting the written agreement called for in the Bylaws.

NERC staff will send e-mails and letters to each NERC member on or about June 1 requesting
them to renew their membership and update their registration information on file, as
appropriate. The letters and email will include the current information that NERC has on file for
that entity or individual. If NERC has not received a response by September 1, the corporate
secretary will notify the member that it has been removed from the NERC membership roster.
NERC staff will also send reminders as indicated.

Once an entity has been removed from the NERC membership roster, it will no longer be able
to participate in elections of sector representatives to the MRC or the chair and vice-chair of
the MRC. Those elections take place the October/November time frame. An entity that has
been removed may rejoin the membership roster at any time by completing the on-line
application. Note that NERC membership is not required to participate or vote in the standards
development process.
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“Reliability standard” means a requirement to provide for reliable operation of the bulk
power system, including without limiting the foregoing requirements for the operation of
existing bulk power system facilities, including cybersecurity protection, and the design
of planned additions or modifications to such facilities to the extent necessary for reliable
operation of the bulk power system, but shall not include any requirement to enlarge bulk
power system facilities or to construct new transmission capacity or generation capacity.

“Reliable operation” means operating the elements of the bulk power system within
equipment and electric system thermal, voltage, and stability limits so that instability,
uncontrolled separation, or cascading failures of the bulk power system will not occur as
a result of a sudden disturbance, including a cybersecurity incident, or unanticipated
failure of system elements.

“Sector” means a group of members of the Corporation that are bulk power system
owners, operators, or users or other persons and entities with substantially similar
interests, including governmental entities, as pertinent to the purposes and operations of
the Corporation and the operation of the bulk power system, as defined in Article Il,
Section 4 of these Bylaws. Each sector shall constitute a class of members for purposes
of the New Jersey Nonprofit Corporation Act.

Section 2 — Additional Defined Terms — Additional terms not defined in this Article | are
defined in the remainder of these Bylaws.

Section 3 — Technical Terms — Technical terms not defined in these Bylaws shall have the
definitions set forth in the Federal Power Act, Part 39 of the regulations of the Commission,
or the “Glossary of Terms Used in Reliability Standards”, in that order of precedence, and if
not defined in any of those sources, shall be defined in accordance with their commonly
understood and used technical meaning in the electric power industry, including applicable
codes and standards.

ARTICLE Il
Membership

Section 1 — Members — Membership in the Corporation is voluntary and is open to any
person or entity that has an interest in the reliable operation of the North American bulk
power system and that registers with the Corporation as a member, maintains its registration
in accordance with this Article 11, and complies with the other conditions and obligations of
membership specified in these Bylaws. Membership in a regional entity shall not be a
condition for membership in the Corporation. The secretary of the Corporation shall maintain
a roster of the members of the Corporation.

Section 2 — Registration as a Member — Any person or entity that is eligible to be a
member of the Corporation in accordance with Article 11, Section 1 may become a member by
completing, and submitting to the secretary of the Corporation, a membership registration on
a form prescribed by the board. If not a natural person, the member shall designate a

Bylaws of the North American Electric Reliability Corporation
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representative and an alternative representative with authority to receive notices, cast votes,
and execute waivers and consents on behalf of the member. The secretary of the Corporation
shall maintain a current roster of the members of the Corporation including each member’s
designated representative and alternative representative. From time to time, the board shall
establish a date by which members shall submit their registration renewals. All members
shall be required to renew their registrations within 30 calendar days of a request by the
secretary of the Corporation, using a registration renewal form prescribed by the board. The
secretary of the Corporation shall remove from the roster of members of the Corporation any
member that has not submitted a registration renewal within 30 days following a date
established by the board. The secretary shall notify any member that is removed from the
roster of members of such removal, by notice sent to such former member’s last known
address on the records of the Corporation.

Section 3 — Obligations and Conditions of Membership

a. Each member shall agree, in writing, to accept the responsibility to promote,
support, and comply with the purposes and policies of the Corporation as set forth in
its Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability
Standards as from time to time adopted, approved, or amended.

b. As an additional condition of membership in the Corporation, each person or entity
registering as a member shall be required to execute an agreement with the
Corporation, in a form to be specified by the board, that such person or entity will
hold all trustees, officers, employees, and agents of the Corporation, as well as
volunteers participating in good faith in the activities of the Corporation, harmless,
to the extent permitted by Federal or provincial laws, regulations and rules, for any
injury or damage to that member caused by any act or omission of any trustee,
officer, employee, agent, or volunteer in the course of performance of his or her
duties on behalf of the Corporation, other than for acts of gross negligence,
intentional misconduct, or a breach of confidentiality.

Section 4 — Membership Sectors

a. Each member shall elect to be assigned to one of the following membership sectors:
(i) investor-owned utility; (ii) state/municipal utility; (iii) cooperative utility; (iv)
federal or provincial utility/power marketing administration; (v) transmission-
dependent utility; (vi) merchant electricity generator; (vii) electricity marketer; (viii)
large end-use electricity customer; (ix) small end-use electricity customer; (X)
independent system operator/regional transmission organization; (xi) regional entity;
or (xii) government representatives. The composition of each sector shall be as
follows:

I.  Investor-owned utility — This sector includes any investor-owned entity
with a substantial business interest in ownership and/or operation in any of
the asset categories of generation, transmission or distribution. This sector
also includes organizations that represent the interests of such entities.

Bylaws of the North American Electric Reliability Corporation
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ii.  State/municipal utility — This sector includes any entity owned by or
subject to the governmental authority of a state or municipality, that is
engaged in the generation, delivery, and/or sale of electric power to end-use
customers primarily within the political boundaries of the state or
municipality; and any entity, whose members are municipalities, formed
under state law for the purpose of generating, transmitting, or purchasing
electricity for sale at wholesale to their members. This sector also includes
organizations that represent the interests of such entities.

iii. Cooperative utility — This sector includes any non-governmental entity that
is incorporated under the laws of the state in which it operates, is owned by
and provides electric service to end-use customers at cost, and is governed
by a board of directors that is elected by the membership of the entity; and
any non-governmental entity owned by and which provides generation
and/or transmission service to such entities. This sector also includes
organizations that represent the interests of such entities.

iv. Federal or provincial utility/Federal Power Marketing Administration —
This sector includes any U.S. federal, Canadian provincial, or Mexican
entity that owns and/or operates electric facilities in any of the asset
categories of generation, transmission, or distribution; or that functions as a
power marketer or power marketing administrator. This sector also includes
organizations that represent the interests of such entities.

v. Transmission-dependent utility — This sector includes any entity with a
regulatory, contractual, or other legal obligation to serve wholesale
aggregators or customers or end-use customers and that depends primarily
on the transmission systems of third parties to provide this service. This
sector also includes organizations that represent the interests of such
entities.

vi. Merchant electricity generator — This sector includes any entity that owns
or operates an electricity generating facility that is not included in an
investor-owned utility’s rate base and that does not otherwise fall within
any of sectors (i) through (v). This sector includes but is not limited to
cogenerators, small power producers, and all other nonutility electricity
producers such as exempt wholesale generators who sell electricity at
wholesale. This sector also includes organizations that represent the
interests of such entities.

vii. Electricity marketer — This sector includes any entity that is engaged in the
activity of buying and selling of wholesale electric power in North America
on a physical or financial basis. This sector also includes organizations that
represent the interests of such entities.

Bylaws of the North American Electric Reliability Corporation
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viii. Large end-use electricity customer — This sector includes any entity in
North America with at least one service delivery taken at 50 kV or higher
(radial supply or facilities dedicated to serve customers) that is not
purchased for resale; and any single end-use customer with an average
aggregated service load (not purchased for resale) of at least 50,000 MWh
annually, excluding cogeneration or other back feed to the serving utility.
This sector also includes organizations that represent the interests of such
entities.

ix. Small end-use electricity customer — This sector includes any person or
entity within North America that takes service below 50 kV; and any single
end-use customer with an average aggregated service load (not purchased
for resale) of less than 50,000 MWh annually, excluding cogeneration or
other back feed to the serving utility. This sector also includes
organizations (including state consumer advocates) that represent the
interests of such entities.

X.  Independent system operator/regional transmission organization — This
sector includes any entity authorized by the Commission to function as an
independent transmission system operator, a regional transmission
organization, or a similar organization; comparable entities in Canada and
Mexico; and the Electric Reliability Council of Texas or its successor. This
sector also includes organizations that represent the interests of such
entities.

xi. Regional entity — This sector includes any regional entity as defined in
Article I, Section 1.

xii. Government representatives — This sector includes any federal, state, or
provincial government department or agency in North America having a
regulatory and/or policy interest in wholesale electricity. Entities with
regulatory oversight over the Corporation or any regional entity, including
U.S., Canadian, and Mexican federal agencies and any provincial entity in
Canada having statutory oversight over the Corporation or a regional entity
with respect to the approval and/or enforcement of reliability standards, may
be nonvoting members of this sector.

b. A member may elect to be assigned to any sector so long as membership in that
sector is consistent with the member’s business or other activities. A corporation and
its affiliates shall be considered a single member and may register in only one
sector, which may be any single sector for which the corporation or any of its
affiliates is eligible. A consultant, attorney, agent, vendor, trade or industry
association, state, provincial or local consumer advocate organization that provides
services to or otherwise represents the interests of the members of one or more
sectors may elect to be assigned to one such sector.

Bylaws of the North American Electric Reliability Corporation
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Section 5 — Term of Membership — Membership in the Corporation shall be retained as
long as a member meets its respective qualifications, obligations, and conditions of
membership as set forth in this Article 11.

Section 6 — Removal — In addition to termination of membership in accordance with
Acrticle 11, Section 2, the board, following notice to the member and exercise of appropriate
due process procedures, may terminate the membership of a member if in the judgment of the
board that member has violated its obligations and responsibilities to the Corporation. This
termination shall require a two-thirds vote of the trustees present and voting at a meeting of
the board at which a quorum of the board entitled to vote is present. Within thirty (30) days
following the action of the board terminating the membership of a member, the member shall
be entitled to appeal such termination to the Commission or to the applicable governmental
authority in Canada or Mexico.

ARTICLE Il
Board of Trustees

Section 1 — Board of Trustees — The business and affairs of the Corporation shall be
managed by a Board of Trustees. The board shall consist of eleven members (the “trustees”),
unless it is increased to twelve members pursuant to Section 1a of this Article 111. All but one
of the trustees shall be “independent” trustees nominated and elected in accordance with the
requirements and procedures specified in Sections 2, 3, 4, 5, and 6 of this Article 111 (the
“independent trustees™). The remaining trustee shall be the person elected by the board, in
accordance with Article VI, Section 1, of these Bylaws, to serve as president of the
Corporation (the “management trustee”). Each trustee, including the management trustee,
shall have one (1) vote on any matter brought before the board for a vote. All trustees are
expected to serve the public interest and to represent the reliability concerns of the entire
North American bulk power system.

Section 1la — Increase in number of trustees — The board shall have the authority, by
resolution, to increase the number of trustees from eleven to twelve, of which eleven trustees
shall be independent trustees, with such increase to be effective as of the date of an annual
election of independent trustees pursuant to Section 6 of this Article I11. In order for the board to
exercise this authority, the resolution increasing the number of trustees from eleven to twelve
must be adopted by the board no later than December 1 immediately preceding the date of the
annual election of independent trustees at which the increase is to be effective, and shall state a
determination by the board that the increase is in the best interests of the Corporation and its
Members. If the board adopts a resolution increasing the number of trustees from eleven to
twelve, the nominating committee appointed pursuant to Section 5 of this Article 111 shall
nominate a candidate to stand for election to the newly-created independent trustee position at the
next annual election of independent trustees, along with candidates for the positions of
independent trustees whose terms are expiring as of such election. The newly-created
independent trustee position shall be filled by election in accordance with Section 6 of this
Article I1l. Upon election of a trustee to the newly-created independent trustee position, the
board shall thereafter consist of twelve trustees, of whom eleven shall be independent trustees
and one shall be the management trustee provided for in Section 1 of this Article 111, unless the
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NERC Membership Application Instructions

Introduction

Entities or people interested in becoming members of the North American Electric Reliability
Corporation (NERC) must complete an application form. For members’ convenience, NERC has
implemented an online form for this purpose. It is available from NERC’s web site (www.nerc.com).

The online application form contains multiple parts:

Membership Agreement
Entity Identification
Sector Selection

Entity Affiliations
Contact Information

agrwdE

Completing the membership application takes approximately 15 minutes. Applicants have an opportunity
to review and edit information before submitting it to NERC. Should the applicant close his or her web
browser before completing the application form, information will not be saved nor will it be submitted to
NERC; the applicant must start the application process over.

To become a member of NERC, applicants must agree to the terms of NERC’s Membership Agreement.
Failure to agree will prevent the applicants from continuing the online application process.

Upon successful completion of the online application form, the applicant will receive an email from
NERC. This email directs the applicant to respond by following an included link. Doing so confirms that
the email address provided during the application process is valid. No further membership application
processing takes place until the email address is verified.

NERC’s membership administrator is responsible for the last step in the application process: reviewing
and approving each membership application. Upon approval, the member is added to NERC’s
membership roster and the applicant receives a confirmation email from NERC’s membership
administrator.

The application process is explained in more detail below. Screen shots are added for clarity.


http://www.nerc.com/

NERC Membership Application Instructions

Step 1: Application Steps

This first step provides an overview of the online application process. Clicking Continue begins the
process.

/" Application - Windows intarmal Explorar provided by NERCG
OoNe .. '

7y 4 @ Appication | | | % < B - e pagev o) Tods v i@ [

About NERC Contact Us Meetmgs Site Map

MERICAN ELECTRIC

NORTH A
RELIABILITY CORPORATION

Registration and Account Management
Application Steps
Thank you for your mterest in becornng a NERC member.

Entities intarestad in bacoming members of NERC must first apply using this anlinz form. Appheation instructions are available for
download here.

Review the application steps below, then dick Continue, Once you complete the application process you will receive a confirmation
number (please print a copy for your records). You will alsa receive an e-mail from registration@nerc.com with the subject NERC
Application - E-mail Confirmation. When you receive this e-mail cick on the fink provided to confirm your address.

Membership Agreement
Entity Identification
Sector Selection

Entity Affiliation
Contact Infarmanon
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Figure 1: Application Steps



NERC Membership Application Instructions

Step 2: Membership Agreement

As stated in NERC’s Bylaws, each NERC member must agree to NERC’s terms of membership. This
Membership Agreement consists of two clauses. As shown in Figure 2 applicants are asked to read and
agree to both clauses by clicking in each box and then clicking Continue. Applicants may not continue
unless both boxes are selected. Canceling returns the applicant to NERC’s home page.

| Fie Edt View Fawories Tools Help
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NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

Registration and A e ent
EADs
-shi ren.
I hereby agree that in and as condition to becoming a member of the North American Electric Reliablity Corporation (the
= “Corporation”) in accordance with Article 1T, Section 1 of its Bylaws, he/she/it wil, as provided in Article [1, Section 3 of the Bylaws:
MRC Beference Document

[ accept the repsonsiblity to promote, support, and comply with the purposes and polcies of the
1agree [T Caorparaban as set farth in its Certficare of Incarparation, Bylaws, Rules of Procedure, and Reliabilty
Srandards as from nme to nme adopted, approved, ar amended.

I further agree, thar myself and the entity that | represent, will hald all trustees, officers, employees,
and agents of the C as well as vob par in good faith in the activities of the

Tagree Carporation, harmiless for any injury or damage caused by any act of omission of any trustes,
officer, employee, agent, or volunteer in the course of perfarmance of his or her duties an behalf of
the Carparatian, ather than far acts of fraud.
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Figure 2: Membership Agreement



NERC Membership Application Instructions

Step 3: Entity ldentification

This step requires the applicant to identify the NERC member. A member can be an entity or an
individual.

If you represent an entity, search for your entity’s name in the drop down box. If the name is on the list,
click it to select and click Continue to proceed with the application process. If the entity’s hame is not on
the list, select the New Entity button. A box will appear next to the selection. Enter the name of the
entity you represent into the box then click Continue to proceed.

If you are not representing an entity, select the radio button next to | do not represent an Entity and
click Continue to proceed.

Entities are allowed to register only once. You will receive an error if the entity you are trying to register
has done so already or if you are affiliated with an entity that has already registered. In the event you
erred when selecting the entity name, you may re-enter the information and click Continue to proceed.
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represent an Entity
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Figure 3: Entity Identification
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Step 4: Sector Selection

Following the rules established in NERC’s Bylaws, each member must identify a membership sector. A
member may select only one sector. Simply click the name of the appropriate sector and select Continue
to proceed. Hover over the question marks to see definitions of the sectors.

<@ |2 e ol

L5l Sector Sekection | | [ 3 3 =i =y Page e o) Tooks ~ (G- i

About NERC Contact Us Mectngs Site Map

. NORTH AMERICAN ELECTRIC

RELIABILITY CORPORATION

Sector Selection

Membarship Reference R
e Select the sector from the list below that most dosely describes your entity,

MRC Reference Document

Sector Number

1 Investor-owned Utiity @
2 State/municpal utility /]
3 Cooperative utiity @
4 Federal or provincal utiity/Federal Power Marketing Administration @
5 Transmission-dependant utilities @
(5} Merchant electricity generator @
7 Blectricity Marketer @
8 Large end-use electricity customer @
9 Small end-use electricity customer @
10 Independent System Operato ! i O @
11 Regional reliabiity organization/regonal utility @
12 Govemment representatives @

609.452.6060 (Voica) - 609.452,9550 (Fax)
115-390 Village Boulavard, Princaten, Naw Jarsey 08540-5721
Copynght © 2006 by the North Amencan Electos fiabdity Council. All nghts reserved.
& New Jersey Nonprofit Corporation

|
N o+ T L

Figure 4: Sector Selection



NERC Membership Application Instructions

Step 5: Entity Affiliations

This step enables you to identify corporate affiliations. Click the radio button next to the appropriate
option and click Continue for the next application page. If you indicated your entity has affiliates, the

next page instructs you to identify them (see Figure 6). If you do not have affiliates, you will be directed
to Step 6: Contact Information.

/~ Entity Attikation - Windcws Intarnat Explorar provided by NERC ImEIE

& s el . Bl o] v soore Jol-|

Y G @ Eny Atisanon | | [ % B - imie hPags v o Todke = @

F

About NERC Contact Us Mectngs Site Map

NORTH AMERICAN ELECTRIC

RELIABILITY CORPORATION

Entity Affiliation
Membarship Reference
Document As stated in NERC's Bylaws, a corporation and its affiliates are considered a sngle member. The comparation ar one of its affilates
may apply, but once approved as a member, no other corporate affikates will be considered for membership in any sector.

- Ref
MRC.Reference. Document ® My Entity is not affliated with any other entities

© The entity [ represent is afftated with other entities

609.452.6060 (Veica) - 609.452,9550 (Fax)
115-390 Village Boulavard, Princaten, Naw Jarsey 08540-5721
rf mencan Elects iabdty Council. All nghts reserved.

& New Jersey Nonprafit Corporation
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Figure 5: Entity Affiliation 1



NERC Membership Application Instructions

To identify an affiliated entity, select its name from the drop down list, and then click Add Affiliate. Do
the same for each affiliated entity. Once you have identified all of your entity’s affiliates, click Continue.

L Y [ [

.\gp'l

About NERC Contact Us Meetmgs Site Map

NORTH AMERICA
RELIABILITY CORPORATION

MIELECTRIC

Registration and Account Management

Entity Affiliation
Membership Reference
Document

As stated in NERC's Bylaws, a corporation and its affiliates are considered a sngle member. The comparation ar one of its affilates
may apply, but once approved as a member, no other corporate affikates will be considered for membership in any sector.

- Ref
MRCRefarence. Raoument My Entity is not affliated with any other entities

& The entity [ represent is afffated with other entities

To wlentfy an afflated entity, select the afflated entity's name from the kst below and chek Add Affilate. Do thes for each affibated
entity.

To remove an affisated entity, chck Remove next to the entity’s name you wish to remove.

| Setect an Entity from the st below

El
S ot

609.452.6060 (Veica) - 609.452,9550 (Fax)
115-390 Village Boulavard, Princaten, Naw Jarsey 08540-5721

Copynght © 2006 by the North Amedcan Electoc Reliabfity Council. All nghts resenved. =
& New Jersey Nonprofit Corporation =
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Figure 6: Entity Affiliation 2



NERC Membership Application Instructions

If you wish to remove an affiliated entity, click the Remove button next to the entity you wish to
remove.

/7 Entity Affiliation - Windeows Intarmat Explorer provided by NERG

About NERC ~ ContactUs | Mectngs  Site Map

NORTH AMERICAN ELECTR

RELIABILITY CORPORATIO

Entity Affiliati

As stated in NERC's Bylaws, a corporation and its affllates are considered a sngle member. The corporation or one of its affilates
may apply, but once approved az a no ather affikates will be considered for membership in any sector.
' My Entity is not affiated with any other entities

MRC Reference. Document
& The entity [ represent is afffated with other entities
To sdentify an afflated entity, select the afffated entity's name from the kst below and chek Add Affilate. Do this for each affisted
entity.

To remove an affikated entity, chck Remowe next to the entity's name you wish to remove,

[North American Electric Reliabity Council e
Add Affiiate
You have successfully affikated the selected entity with your ennity

Affiliated Entity
North Amencan Electne Rebabiity Councl

609.452.6060 (Veice) - 609.452,9550 (Fax)
115-390 Village Boulavard, Princaten, Naw Jarsey 08540-5721
Copynght © 2006 by the North Amercan Electdc Refiabdity Council. All nghts reserved.
& New Jersey Nonprafit Corporation

Figure 7: Entity Affiliation 3
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NERC Membership Application Instructions

Step 6: Contact Information

Each applicant must identify a point of contact who will receive membership correspondence from
NERC. You may name yourself or someone else as the contact. A member who is not an individual
must also name an alternate contact, as shown in Figure 9. The alternate contact will receive all NERC
membership correspondence as well.

Field names shown in red are required. Click Continue to proceed to the next page.

/- NERC - Windove Intamet Explarer providad by NERC ImEIE

G s el BBl scorn o]

F

About NERC Contact Us Mectngs Site Map

NORTH AMERICAN ELECTRIC

RELIABILITY CORPORATION

Cont f "
Membershio Reference

Document In order to apply for NERC membership you must identify a person who will serve as the member
entity's point of contact. This persan will receive all membership carrespondence from NERC. The
MBG Beference Documeant contact can be you or another mdividual designated to perfarm this role far your entity. The contact

must have verfiable contact information: email address, address, and phone number. Enter the
contact infarmation in the fields below, and then click Continue,

* First Name

Micddle Name:

* Last Name

* E-mai Address:

* Address Line 1

Address Line 2:

[
|
[
Tithe: I
[
I
[
[

* Ciy
* Country: | Salect a Country =l
* State/Province ISeiscI a State or Prowince 3

* Zip/Postal Code: |

* Phone Number

|
Cell Phone Number: I
|

Fax Number

* Required Field

609,452, 8060 {Voica) - 609.452.9550 (Fax)
116-390 Village Bouleward, Princaton, Naw Jarsey 08540-5721

|
Bona [ o< T BT

Figure 8: Contact Information
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NERC Membership Application Instructions

A member who is not an individual must also hame an alternate contact. This person also receives
membership correspondence. Enter the alternate contact information in the fields below, and then click
Continue. If you do not enter an alternate contact, you will not be able to continue.

This step is optional for members who are individuals. Either enter the required information and click
Continue, or, if you do not wish to enter an alternate contact, click No Alternate Contact.

| Fie Edt View Fawories Tools Help
i Gl @ Aremae Contoct [ l I_’-}'E '.'mm_,}rhnn'.g;'l’ui'@* l:__'_‘?

About NERC Contact Us Meetmgs Site Map

NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

Registration and A e ent
EADs
Membarship Reference
Document Entities must enter an altermate contact. This persan will also receive al membership
. Enter the 2 contact inn in the fields below, and then dick

MRC Reference Document Continue.

If you do not represent an entity, you may enter an altemate contact if you wish. Enter the
Alternate contact information in the fields below, and then click Continue. Otherwise, click Na
Alternate Contact.

* Fust Naime

Middle Name:

* Last Name

Title:

* E-mai Address

* Address Lne 1

Address Line 2:

* City
* Country: | Select a Country £
" State/Province: | Select 8 State of Prownce =]

* Zip/Postal Code: |

* Phone Number

I
Ced Phone Number: |
|

Fax Number:

T [ AT Cantinua

* Reguired Field

W
. = T T 5 L

Figure 9: Alternate Contact Information
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NERC Membership Application Instructions

Step 7: Summary, Review and Submit

Applicants have the opportunity to review and modify the information they have entered before
submitting the membership application to NERC. Click Edit in the appropriate section to make changes
or click Submit to complete the online application form. The application is not complete until the
applicant clicks Submit.

_15Ix
GOl Elfes o searcn e
Ui G Pl Revew [ ' 1,.}'@ "H'\'-_':.?_'W“EQTM"@'&:T

About NERC ~ ContactUs | Mestings ~ Site Map 2
NERC
s N ORTH AMERICAN ELECTRIC
- RELIABILITY CORPORATION
Registration and A A g .
EAQs
Summary
Membership Reference
Document 2
Please review your account nformation below to make sure it 8 correct and up-to-date. Chck Edit to update your mformation, then
; - i cheke Submit.
Entity Information
Entity: NERC Temp Account Edit
Sector Information
Secrar: Federal Ediz
Entity Affiliation
Narth Amencan Elecrne Reliabikry Couneil Edy
Contact Information Alternate Contact Information
Full Name: First Name Last Name Full Name: First Name Last Name
Title: Title:
Address Line 1: Address Line 1 Address Line 1: Address Line 1
Address Line 2: Address Line 2:
City: City City: City
Country: USA Country: USA
State/Province: New lersey State/Province: New Jerssy
fipfPostal Code: 12345 Iip/Postal Code: 12345
E-mail Addrass: myaddress@mycompany.com £-mad Address: com
Phone Number: 123-456-7890 Phone Number: 123-456- 7890 b=
Cell Phone Number: Cell Phone Number:
Fax Number: Edlit Fax Number: Edit
]
[paca Y = T RS

Figure 10: Summary
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NERC Membership Application Instructions

Each applicant receives a confirmation number upon successful submittal of the online application form,
as shown in Figure 11. Please print the confirmation page for your records. This number helps track the
status of your application through the approval process.

lsixl
| ria Edt View Fmcrtes Took Hep
i G e [ [ o B i e o Toe > 2

About NERC Contact Us Meetmgs Site Map

HRICAN ELECTRIC

NORTH AME
RELIABILITY CORPORATION

Registration and Account Management
Confirmation

Thank you for using NERC's online Registration and Account Managemenlt program.

Your confirmanon number is: 06501509501664

You will receive an e-mail from us shortly with further nstructions. If you don't receve an e-mai,
please contact NERC technical support at G09-452-8060 between the hours of 9:00 a.m. and 5:00
p.m. (Eastem time), Monday through Friday.

In order for us to serve you better, please print a copy of this page, and have your confirmation

number ready when you call

609.452.6060 (Veica) - 609.452,9550 (Fax)
115-390 Village Boulavard, Princaten, Naw Jarsey 08540-5721

Copynght © 2006 by the North Amedcan Electoc Reliabfity Council. All nghts resenved. =
& New Jersey Nonprofit Corporation "
. T e e

Figure 11: Application Confirmation
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NERC Membership Application Instructions

Step 8: Email Confirmation

To complete the application process, you must confirm your email address. Do this by responding to an
email you receive from NERC upon the successful submittal of the online application form. Simply click
the link contained in the email or cut and paste the link into your web browser. (See Figure 12)

E% NERC Account Registration - E-mail Confirmation - Message - . = Dl‘ﬁ
: File Edit View Insert Format Tools Table Window Help

Type a question for help = x
- %L Attach as Adobe PDF

: 3 send | Accounts~ | ]l |2 By |d ¥ 8 ¥ [ [)opions. -|RichTed -

[This message will be sent via Microsoft Exchange Server.

[ To... |

‘d’ubject' |NERC Account Registration - E-mail Confirmation |
FETTE YR -0 -A-Bzu[EEEiEEFE]

Dear First Name: a

Please click on the link below to confirm your e-malil address.

http://www. servername.net/UserRegistration/ConfirmEmail . as px ?x=eZFidvZhnvgX4y 10ZNvILAWVKJ
XnXFLPKec6bRQseOdWLHpJ9L mxSCI49CkGaiK%2biliHHphan2%2fvS5bb 7TPWSFuQ%3d%3d

Thank you.

“ 0 ﬁ;li

Figure 12: Email Confirmation Message
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Agenda Item 13a.i
Board of Trustees Meeting
May 11, 2011

Compliance and Certification Committee Report

Action
None

Background

The Compliance and Certification Committee (CCC) held its March 2011 meeting in Baltimore,
Maryland. The agenda and draft minutes are posted on the NERC Website
(http://www.nerc.com/filez/cccmin.html)

The CCCis in the process of reviewing 2010 Self-Certifications received from NERC. NERC self-
certified with respect to:

e Reliability Standards Applicable to NERC

e Organization and Registration Program

e Standard Processes Manual

e Compliance Monitoring and Enforcement Program

The CCCis in the process of revising the criteria for NERC to use in its annual evaluation of the
tools used to monitor the Regional Entity activities.

The CCC is preparing for spots checks of NERC's Compliance Monitoring and Enforcement
Program and Reliability Standards applicable to NERC in the fall of 2011.

The CCC has established a task force to identify what actions can be taken to assist in the
development of the Risk Based Reliability Compliance effort as set forth in Tom Burgess’s white
paper.

The CCC has established a working group to assist NERC and the ISO/RTOs in developing
procedures that would allow the ISO/RTOs to involve third parties (to whom it intends to pass
along penalties) to be able to receive notice and participate in violation investigations and
hearings.

The CCC continued to perform Quality Reviews in support of the Standards Development
program.

The CCC is beginning to work with NERC staff in reviewing proposed Rules of Procedure changes
anticipated to be made late fall 2011.


http://www.nerc.com/filez/cccmin.html�

Agenda ltem 13a.ii
Board of Trustees Meeting
May 11, 2011

Compliance and Certification Committee Request for Action

Action
Approve the Compliance and Certification Committee (CCC) 2011 Work Plan and the CCCPP-

008: Monitoring Stakeholder Perceptions.

Summary and Background
The CCC, a NERC Board-appointed stakeholder committee serving and reporting directly to the

NERC board, is responsible for engaging with, supporting, and advising the NERC board and
NERC Compliance staff regarding all facets of the NERC Compliance Monitoring and
Enforcement, Organization Registration, and Organization Certification programs.

The purpose of this plan is to identify the anticipated activities of the CCC for 2011. The plan is
based on the responsibilities assigned to the CCC by the NERC Board of Trustees through
programs and tasks identified by the CCC required to accomplish these responsibilities.

A component of the CCC 2011 Work Plan is the CCCPP-008: Monitoring Stakeholder
Perceptions. The document outlines the methods that the CCC will use to monitor the
stakeholder perceptions of NERC and the Regions.
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Summary

NERC Compliance and Certification Committee

Title: 2011 Work Plan

Version: 1.0

Revision Date: N/A

Effective Date: January 1, 2011

Summary:

The Compliance and Certification Committee (CCC) is a NERC Board-appointed stakeholder
committee serving and reporting directly to the NERC Board of Trustees (BOT) and is
responsible for engaging with, supporting, and advising the NERC BOT and NERC regarding all
facets of the NERC Compliance Monitoring and Enforcement Program (compliance program),
Organization Registration Program (registration program), and Organization Certification
Program (certification program). In order to support this endeavor, the CCC has developed this
annual work plan to identify the activities that the CCC intends to perform in 2011 to achieve the
responsibilities that the NERC Board has instructed and desires the CCC to accomplish.

Revision History:

Date

Version Number

Comments

10/1//2010

1.0
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Chapter 1 — Purpose

1. Purpose

The purpose of this plan is to identify the anticipated activities of the NERC Compliance and
Certification Committee (CCC) for the year 2011. The plan is based on the responsibilities
assigned to the CCC by the NERC Board of Trustees through programs and tasks identified by
the CCC required to accomplish these responsibilities.

NERC Compliance and Certification Committee — 2011 Work Plan
October 1, 2010; Version 1.0



Chapter 2 — Introduction

2. Introduction

In the capacity of a NERC Board-appointed stakeholder committee serving and reporting directly
to the NERC Board under a NERC Board-approved charter and as set forth in NERC’s Rules of
Procedure (RoP), the Compliance and Certification Committee will engage with, support, and
advise the NERC Board and NERC BOT Compliance Committee regarding all facets of the
NERC Compliance Monitoring and Enforcement Program (compliance program), Organization
Registration Program (registration program) and Organization Certification Program
(Certification program). As a committee providing support and advice but otherwise
independent of the execution of these programs, the CCC will monitor NERC’s compliance with
the RoP for these programs on an ongoing basis. Also, and in a similar manner, as a committee
independent of the NERC Reliability Standards development process, the CCC will be the body
responsible for monitoring NERC’s compliance with the RoP regarding the NERC Reliability
Standards development process with the exception of appeals of substantive or procedural action
or inaction associated with a reliability standard or the standards process as defined in the
appeals section of the NERC Reliability Standards Development Procedure.

The Compliance and Certification Committee provides for balanced discussion, commentary,
and recommendations on compliance issues by bringing together a wide diversity of opinions
and perspectives from NERC member sector experts who have particular familiarity, knowledge,
and experience in the area of compliance and NERC and Regional standards. Members are
appointed to the CCC by the NERC Board and serve on the committee at the pleasure of the
board.

Individuals deemed qualified to serve on the committee will generally include senior-level
industry experts who have particular familiarity, knowledge, and experience in the area of
compliance, compliance enforcement, compliance administration and management, organization
responsibilities and registration, organization certification, and NERC and Regional standards.

These individuals should be involved with internal compliance programs within their respective
organizations. Committee members are expected to represent the interests of the sector they
represent, to the best of their ability and judgment.

NERC Compliance and Certification Committee — 2011 Work Plan
October 1, 2010; Version 1.0 2



Chapter 3 — CCC Organization

3. CCC Organization

In addition to certain core responsibilities, the CCC has established various subcommittees and a
working group to perform certain tasks on behalf of and under the supervision of the CCC.

Key responsibilities of these subcommittees are as follows:

3.1

Organization Registration and Certification Subcommittee (ORCS)

To fulfill its mission, the CCC has established the Organization Registration and
Certification Subcommittee to perform the following tasks on behalf of and under the
supervision of the CCC:

1.

3.2

Advise and provide support to NERC and the Regional Entities with development and
implementation of organization registration and certification processes (i.e., RoP 500 &
Appendix 5);

Advise and provide ongoing support to NERC and the Regional Entities relating to
approved organization registration and certification processes;

Evaluate the success and effectiveness of NERC and the Regional Entities’
administration of the organization registration and certification processes; and

Establish programs to monitor NERC’s and the Regional Entities’ implementation of
the organization registration and certification processes.

Standards I nterface Subcommittee (SIS)

To fulfill its mission, the CCC has established the Standards Interface Subcommittee to
perform the following tasks on behalf of and under the supervision of the CCC:

1.

Advise and prepare recommendations to the CCC to address any standard-related issues
relevant to and within the scope of the NERC Compliance and Certification Committee
(i.e., request from the Standards Committee, Standards Drafting Team, CCC, NERC
Compliance Staff, etc);

2. Act as liaison of the CCC to the NERC Standards Committee;

Implement CCC oversight, facilitate, and participate as needed in the development of
the Compliance Administration Elements (CAESs) for new reliability standards under
development or for revisions to existing reliability standards;

Identify personnel to serve on the Compliance Administration Element (CAE) drafting
teams as needed; and

Prepare and maintain guidance and other related documents and materials for the
benefit of Standards Drafting Teams regarding the development of CAEs.

Coordinate the CCC quality review responsibilities as established in the Standards
Process Manual.

NERC Compliance and Certification Committee — 2011 Work Plan
October 1, 2010; Version 1.0 3



Chapter 3 — CCC Organization

3.3

ERO Monitoring Subcommittee (EROMS)

To fulfill its mission, the CCC has established the ERO Monitoring Subcommittee to
perform the following tasks on behalf of and under the supervision of the CCC:

1.

Establish and implement programs to monitor NERC’s compliance with the reliability
standards that apply to NERC,;

Establish and implement programs to monitor NERC’s adherence to the RoP regarding
the Compliance Monitoring and Enforcement Program as specified in Section 405 of
NERC’s RoP;

Establish and implement programs to monitor NERC’s adherence to the RoP regarding
the reliability standards development process with the exception of appeals of
substantive or procedural action or inaction associated with a reliability standard or the
standards process as defined in the appeals section of the Reliability Standards
Development Procedure as specified in Section 405 of NERC’s RoP; and

Develop criteria for use by NERC for the annual evaluation of the goals, tools, and
procedures of each Regional Entity compliance enforcement program in the
determination of the effectiveness of each Regional Entity program as specified in
Section 402.1.2 of NERC’s RoP.

Develop and implement methods to actively solicit information with respect to
stakeholder perception of the procedures, policies, standards, rules, orders, etc. and the
effectiveness of the NERC CMEP and Standards Development activities and provide
this information to the CCC and applicable CCC subcommittees. Final report will be
provided to the NERC board.

3.4 Procedures Subcommittee (PROCYS)

To fulfill its mission, the CCC has established the Procedures Subcommittee to perform the
following tasks on behalf of and under the supervision of the CCC:

1.

Perform document review to promote consistency between multiple documents
(procedures, policies, standards, rules, orders, etc.) that comprise the overall NERC
Compliance Monitoring and Enforcement Program (CMEP) and to assure documents
are clear, unambiguous, consistent and complementary;

Advise the CCC of any such unclear, ambiguous, or inconsistent portions of the CMEP
documents and propose changes to the documents that it believes will clarify an
unclear, ambiguous, or inconsistent situation; and

Develop and maintain CCC operational procedures with respect to the CCC
responsibilities under the CCC Charter.

3.5 CCC Nominating Committee

The CCC annually appoints a Nominating Subcommittee. The subcommittee consists of
five members nominated by the committee chair and approved by the committee. The
chair of the subcommittee will be selected by the CCC chair from among the five

NERC Compliance and Certification Committee — 2011 Work Plan
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Chapter 3 — CCC Organization

3.6

subcommittee members. Members of the Nominating Subcommittee prepare a slate of
committee officer candidates for submission to the NERC Board for approval and prepare a
slate of recommended individuals to fill designated committee vacancies as required.

For the year 2011, the Nominating Committee will continue to identify qualified candidates
to submit to the NERC Board for approval for those industry sections that require
representation.

Key Responsibilities Not Assigned to Subcommittees

In addition to tasks assigned to subcommittees on behalf of and under the supervision of
the CCC, the overall committee, in general caucus, will continue to address certain key
responsibilities. These responsibilities include but are not limited to:

1. Provide comments to NERC with respect to stakeholders’ perception of the policies,
practices, consistency, and effectiveness of the compliance, registration, and
certification programs;

2. Recommend revisions of the NERC RoP related to the compliance, registration, and
certification programs to the NERC Board;

3. Establish hearing bodies, as directed by the NERC Board, for any contest regarding
findings of, or penalties or sanctions for, violation(s) of reliability standard(s) where
NERC is directly monitoring the entity for compliance with those standards (Registered
Entity by agreement with a Regional Entity or absent a delegation agreement; the
Region itself where approved standards are applicable to the Region) as described in
the NERC RoP Section 409;

Establish hearing bodies with respect to Registered Entities Certification Appeals;

Serve as a mediator, as directed by the NERC Board, for any disagreements between
NERC and the Regional Entities concerning NERC performance audits of Regional
Entities’ compliance programs; and

6. Participate in Regional Entity compliance program audits that are conducted at least
once every three years for each regional entity.

3.7. Performance M easurement Working Group

To fulfill its mission, the CCC has established the Performance Measures Working Group
(PMWG) to perform the following on behalf of and under the supervision of the CCC:
Specific activities for the PMWG will include:

1. Develop and improve compliance metrics for trend analysis and validation of
compliance with NERC Reliability Standards;

2. Define and report performance measures and risk assessments including formulae or
methods for identification and calculations;

3. Define data collection and reporting guidelines;

4. Publish quarterly Website updates and annual reports on compliance performance
measures;

NERC Compliance and Certification Committee — 2011 Work Plan
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5. Provide relevant prioritized feedback to enhance the performance under the compliance
program and standards development programs, as well as enhance the reliability of the
bulk power system; and

6. Provide an annual report assesses trends and recommendations.

The Group will report its progress at each meeting of the CCC, and provide periodic
updates to the Board of Trustees — Compliance Committee (BOTCC).

NERC Compliance and Certification Committee — 2011 Work Plan
October 1, 2010; Version 1.0 6



Chapter 4 — CCC Programs

4. CCC Programs

These programs will include specific monitoring activities such as periodic on-site
audits/reviews, NERC self-certifications, CCC spot-checks, CCC Adverse Finding
Investigations, NERC self-reporting, Periodic Data Submittals, and CCC Review of Stakeholder
Complaints.

The programs are as follows:

4.1

4.2

4.3

4.4

4.5

CCCPP-001

Monitoring Program for NERC’s Adherenceto NERC’s RoP
This program has been established so that the CCC can monitor NERC’s adherence to its
RoP. The NERC CCC EROMS will coordinate this effort.

CCCPP-002

Compliance Monitoring Program for Reliability Standards Applicableto NERC
This program has been established so that the CCC can monitor NERC’s adherence to
NERC Reliability Standards applicable to NERC. The CCC will use a variety of activities
to perform the monitoring. The NERC CCC EROMS will coordinate this effort.

CCCPP-003

Monitoring Program for NERC’s Reliability Standards Development Procedure
This program has been established so that the CCC can monitor NERC’s adherence to its
RoP concerning Reliability Standards development. The NERC CCC EROMS will
coordinate this effort.

CCCPP-007

Monitoring Program for NERC’s Adherenceto NERC’s RoP for Organization
Registration and Certification

This program has been established so that the CCC can monitor NERC’s adherence to its
RoP for Organization Registration and Certification. The NERC CCC ORCS will
coordinate this effort.

CCCPP-008

Program for Monitoring Stakeholders' Perceptions of NERC Compliance Program,
Registration Program, and Certification Program

This program has been established so that the CCC can gather and report to the Board of
Trustees stakeholder perceptions with respect to NERC’s CMEP, Organization Registration
Program and Certification Program, and the way the programs are administered. The
NERC CCC EROMS will coordinate this effort.

NERC Compliance and Certification Committee — 2011 Work Plan
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4.6 CCCPP-010

Program for Developing/Reviewing the Criteria for Regional Entity Auditsand
CMEP Compliance Audits.

This program has been established to identify the criteria by which these audits are
conducted, provide a guidance letter to NERC regarding these criteria, and document the
process for the CCC to annually review and affirm these for use. The NERC CCC EROMS
will coordinate this effort.

NERC Compliance and Certification Committee — 2011 Work Plan
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5.

2011 Implementation Activities for the CCC

Programs

5.1

5.2

Salf-Certifications

In accordance with CCCPP-001, the EROMS will review and modify (if necessary) the
subset of performance items related to the RoP for the CMEP. The CCC will then request
that NERC self-certify adherence to RoP for the CMEP with respect to the subset of
performance items by providing the CCC with a report at its first regularly scheduled
meeting in 2011.

In accordance with CCCPP-002, the EROMS will identify the Reliability Standards
applicable to NERC. The CCC will then request that NERC self-certify adherence to the
Reliability Standards applicable to NERC by providing the CCC with a report at its first
regularly scheduled meeting in 2011.

In accordance with CCCPP-003, the SIS will review and modify (if necessary) a subset of
performance items related to the Reliability Standards Development Procedure. The CCC
will then request that NERC self-certify adherence to the Reliability Standards
Development Procedure with respect to the subset of performance items by providing the
CCC with a report at its first regularly scheduled meeting in 2011.

In accordance with CCCPP-007, the ORCS will review and modify (if necessary) a subset
of performance items related to the RoP for Organization and Registration. The CCC will
then request that NERC self-certify adherence to the RoP for Organization Registration and
Certification with respect to the subset of performance items by providing the CCC with a
report at its first regularly scheduled meeting in 2011.

The four reports described above will be in the form of a presentation provided by a NERC
officer or equivalent responsible for ensuring adherence to the above identified four
elements of the RoP. The presentation will identify adherence to the rules as well as any
areas of non-adherence. The CCC will include the results of the self-certifications in these
four areas in a report to the board.

Audits/Reviews

In accordance with CCCPP-001, the CCC will perform an audit/review of NERC’s
adherence with the RoP for Compliance Monitoring and Enforcement every three years.
Additionally, an unscheduled audit/review may be initiated by the CCC if reasonably
determined to be necessary to determine NERC’s adherence with the RoP for compliance
enforcement. The audit/review team will develop a draft audit/review report, review it with
NERC, make any necessary changes, and then prepare a final report to be submitted to the
CCC. The CCC will review/assess the report and provide NERC a final copy. The CCC
will advise the NERC Board of any Adverse Findings and include the results of the
audit/review in the report to the board. There is no audit/ review scheduled for the CMEP
in 2011.

NERC Compliance and Certification Committee — 2011 Work Plan
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5.3

In accordance with CCCPP-002, the CCC will perform an audit/review of NERC’s
compliance with reliability standards applicable to NERC every three years. Additionally,
an unscheduled audit/review may be initiated by the CCC if reasonably determined to be
necessary to determine NERC’s compliance with reliability standards. The audit/review
team will develop a draft audit/review report, review it with NERC, make any necessary
changes, and then prepare a final report to be submitted to the CCC. The CCC will
review/assess the report and provide NERC a final copy. The CCC will advise the NERC
Board of any Alleged Violations and include the results of the audit/review in the report to
the board. There is no audit/review scheduled for reliability standards in 2011.

In accordance with CCCPP-003, the CCC will perform an audit/review of NERC’s
adherence with the Reliability Standards Development Procedure every three years.
Additionally, an unscheduled audit/review may be initiated by the CCC if reasonably
determined to be necessary to determine NERC’s adherence with the Reliability Standards
Development Procedure. The audit/review team will develop a draft review report, review
it with NERC, make any necessary changes, and then prepare a final report to be submitted
to the CCC. The CCC will review/assess the report and provide NERC a final copy. The
CCC will advise the NERC Board of any Preliminary Adverse Findings and include the
results of the audit/review in the report to the board. There is no audit/review scheduled
for Reliability Standards development in 2011.

In accordance with CCCPP-007, the CCC will perform an audit/review of NERC’s
adherence with RoP for Organization Registration and Certification every three years.
Additionally, an unscheduled audit/review may be initiated by the CCC if reasonably
determined to be necessary to determine NERC’s adherence with the Rules of Procedure
for Organization Registration and Certification. The audit/review team will develop a draft
review report, review it with NERC, make any necessary changes, and then prepare a final
report to be submitted to the CCC. The CCC will review/assess the report and provide
NERC a final copy. The CCC will advise the NERC Board of any Alleged Adverse
Findings and include the results of the audit/review in the report to the board. There is no
audit/review scheduled for Organization Registration and Certification in 2011.

Investigations

In accordance with CCCPP-001, the CCC may initiate an Adverse Finding Investigation at
any time as directed by the Board of Trustees or based on an event, complaint, or other
possible Adverse Finding identified by any other means. Adverse Finding Investigations
will follow the processes outlined in a Compliance Program Audit.

In accordance with CCCPP-002, the CCC may initiate a Reliability Standard Compliance
Violation Investigation at any time as directed by the Board of Trustees or based on an
event, complaint, or other possible violation of a Reliability Standard identified by any
other means. Reliability Compliance Violation Investigations will follow the processes
outlined in a Compliance Program Audit.

In accordance with CCCPP-003, the CCC may initiate a Standards Development Process
Review Investigation at any time as directed by the Board of Trustees or in response to a
complaint or evidence that NERC has not adhered to the Standards Development Process

NERC Compliance and Certification Committee — 2011 Work Plan
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5.4

5.5

Procedures. Standards Development Process Review Investigations will follow the
processes outlined for a Standards Development Process Review.

In accordance with CCCPP-007, the CCC may initiate an Organization Registration and
Certification Investigation as directed by the Board of Trustees or at any time in response
to a complaint or evidence that NERC has not adhered to the RoP for Organization
Registration and Certification. Adverse Finding Investigations will follow the processes
outlined for a Registration and Certification Program Audit.

Spot-Checks

In accordance with CCCPP-001, the CCC may from time to time perform spot-checks to
determine whether NERC is adhering and/or has adhered to the RoP for compliance
enforcement. Spot-checking may also be initiated in response to a directive from the Board
of Trustees or to events or a complaint. Results of spot checks will be provided to NERC
and will be reported to the NERC board. A CCC spot-check will be scheduled for 2011.

In accordance with CCCPP-002, the CCC may from time to time perform spot-checks to
determine whether NERC has complied and/or is complying with the reliability standards
applicable to NERC. Spot-checking may also be initiated in response to events or a
complaint. Results of spot-checks will be provided to NERC and will be reported to the
NERC board. A CCC spot-check will be scheduled for 2011.

In accordance with CCCPP-003, the CCC may from time to time perform spot- checks to
determine whether NERC is adhering and/or has adhered to the Reliability Standards
development process. Spot-checking may also be initiated in response to a directive from
the Board of Trustees or to events or a complaint. Results of spot-checks will be provided
to NERC and will be reported to the NERC board.

In accordance with CCCPP-007, the CCC may from time to time perform spot-checks to
determine whether NERC is adhering and/or has adhered to the RoP for Organization
Registration and Certification. Spot-checking may also be initiated in response to a
directive from the Board of Trustees or to events or a complaint. Results of spot checks
will be provided to NERC and will be reported to the NERC Board.

The need for CCC spot-checks will be determined at the discretion of the CCC and may be
conducted through information requests or on- site visits.

NERC Audits of Regional Entities

A CCC member will participate in each audit of a Regional Entity by NERC. The EROMS
has developed CCCPP-010 — Process for Developing/Reviewing the Criteria for
Annual Regional Entity Auditsand CMEP Compliance Audits. The deliverables from
the implementation of this program identify the criteria by which these audits are to be
conducted, a guidance letter to NERC regarding these criteria, and documentation on the
process for the CCC to annually review and affirm these for use. These criteria are
extracted from the underlying assumptions contained in the Compliance Process Audit
Worksheets applicable to these types of audits and other materials.

NERC Compliance and Certification Committee — 2011 Work Plan
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5.6 Monitoring Stakeholder Perceptions

As stated in the CCC Charter in Section 3, committee members are expected to represent
the interests of the sector they represent, to the best of their ability and judgment. Members
are expected to solicit comments and opinions from constituents and groups of constituents
or trade organizations represented by the member and convey them to the CCC. During
2011, committee members will participate in documenting comments to the CCC, with
respect to stakeholders’ perception of the policies, practices and effectiveness of the
CMEP, Registration Program, and Certification Program. The EROMS will lead, direct,
and initiate these reviews and surveys of CCC members and provide recommendations for
consideration to NERC.

The CCC has developed the Program for Monitoring Stakeholders' Perceptions of
NERC CMEP, Registration Program, and Certification Program. An element of this
program expected to be carried out in 2011, in addition to obtaining direct feedback from
committee members, will include conducting surveys of stakeholders in the second half of
the year. Depending on the level and nature of the feedback gathered, additional elements
of the program may include seeking stakeholder feedback in a CCC-sponsored segment
contemporaneous with Regional Entity Compliance Workshops or in conjunction with
existing stakeholder compliance working groups. Part of the communication provided in
advance would include the explanation of the roles/functions of the CCC, the survey
elements being considered, and the manner for providing a feedback report to the Board of
Trustees and the stakeholders. Additional methods of communicating with stakeholders
may include providing information regarding the survey in NERC News and direct e-mails
to stakeholders.

An important element of the program will be an annual report, presented to the CCC for
approval to forward to NERC, the Board of Trustees, and the stakeholders, as well as
quarterly stakeholder perceptions reports to the CCC. In addition, an Annual Effectiveness
Monitoring Plan for the subsequent year will be provided to NERC by October 1.

Longer term activities, beyond 2011, may include mechanisms for the CCC to directly
receive feedback from stakeholders following audits and any of the other effectiveness
monitoring inputs or evaluations surrounding the effectiveness metrics endorsed in
CCCPP-008.

NERC Compliance and Certification Committee — 2011 Work Plan
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6. CCC Proiects/Subcommittee Activities

6.1. CCC Projectg/Activities

1.

a > wn

6.

CCC member audit training

CCC member hearing training

Perform a (ongoing) Self Assessment

Develop an 2012 Annual Work Plan by October 2011

Review and act (if appropriate) upon reports and recommendations provided by NERC
and its other subcommittees

Review and comment on FERC and NERC requests for information and comments

6.2. ORCSActivities

Review ROP for NERC Organization Registration and Organization Certification
activities

6.3. EROMSActivities

1.

Implement the program for Monitoring Stakeholders’ Perceptions of the NERC
Compliance Program, Registration Program, and Certification Program

Develop spot-check criteria for reliability standards applicable to NERC during 2011
Review and summarize information received from stakeholders

a. Solicit survey input from the CCC members.

b. Develop quarterly and annual reports for the CCC.

c. Implement surveys, webinars, and conduct workshops as appropriate.

d

Review the Self Certifications for (1) Reliability Standards applicable to NERC
(2) the Compliance Enforcement Program (3) the Organization Registration and
Certification Programs and (4) the Reliability Standards development activities as
set forth in the Standards Processes Manual as set forth in the Rules of Procedure.

I. Prepare reports to the CCC.

@

Review the criteria for annual Regional Entity Evaluations and CMEP compliance
audits in 2011. Modify program and criteria as necessary.

i.  Provide a guidance letter to NERC containing relevant criteria.

6.4. SISActivities

1.

Coordinate Reliability Standards Quality Reviews on behalf of the CCC

NERC Compliance and Certification Committee — 2011 Work Plan
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2. Develop criteria for audit/review of NERC adherence to Standards Process Manual
6.5. PROCSActivities

1. Review and format new CCC Programs as needed

2. Assist EROMs in the annual Regional Entity Audit Criteria work

NERC Compliance and Certification Committee — 2011 Work Plan
October 1, 2010; Version 1.0
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/. _Hearing/Mediation Responsibilities

7.1  The CCC will conduct hearings as necessary to fulfill its function of serving as the
hearing body for any contest between NERC and a Regional Reliability
Organization (RRO) or Regional Entity (RE) regarding NERC findings of or penalties or
sanctions for violation(s) of reliability standard(s) by the RRO or RE as described in the
NERC RoP Section 409.

(Note: The CCC'’s hearing procedures follow the hearing procedures mandated and
approved by jurisdictional authorities for use by NERC and the Regional Entitiesin the
compliance program.)

7.2  The CCC will conduct hearings as necessary to fulfill its function of serving as a hearing
body for any Registered Entity appeal regarding the determination that a Registered
Entity is not qualified to be certified to perform the functional activities that require
certification by NERC.

(Note: The Certification Appeal Hearing will be conducted on an expedited basis.)

7.3 The CCC will conduct mediation activities when requested by the NERC Board.

The CCC hearing and mediation procedures are described in the documents identified below and
have been approved by the Federal Energy Regulatory Commission:
e CCCPP-004
0 CCC Hearing Procedures
e CCCPP-005
0 CCC Hearing Procedures for Use in Appeals of Certification Matters
e CCCPP-006
0 CCC Mediation Procedures

NERC Compliance and Certification Committee — 2011 Work Plan
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8.

Meetings (2011)

8.1 CCC Quarterly Meetings (Tentative)

March 9-10, 2011 Baltimore, MD
June 2011

September 2011

December 2011

8.2 CCC Subcommittee M eetings as Needed

NERC Compliance and Certification Committee — 2011 Work Plan
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9. NERC Board Assignments

The CCC undertakes assignments from the NERC board or the board’s Compliance Committee
related to compliance, organization registration, and organization certification.

NERC Compliance and Certification Committee — 2011 Work Plan
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10. Logistics Reguirements for CCC Activities

Listed below are items identified by the CCC that NERC should take into account with respect to
costs NERC will incur concerning CCC activities for 2011 -2013.

CCC Quarterly Meetings (Cost to be determined by NERC)
Assumptions:
0 NERC staff attendance
0 NERC travel expenses
o0 Hotel (Conf Room and Food)

Hearings (Cost to be determined by NERC)
Assumptions:
o0 Administrative Law Judge fee and travel costs
o Transcription costs
0 Travel expenses

Certification Appeal Hearings (Cost to be determined by NERC)

Assumptions:

o0 Administrative Law Judge fee and travel costs
o Transcription costs

0 Travel expenses

Mediation (Cost to be determined by NERC)

Assumptions:
0 Mediator fee and travel expenses

CCC Program Audits/Review

Assumptions:
0 No third party expenses anticipated in 2011
0 2012 Audit/Review Independent Contractor $100,000

WebEx/Conference Calls (Cost to be determined by NERC)

Assumptions:
0 CCC and CCC Subcommittees will utilize NERC’s Webh-Ex

NERC Compliance and Certification Committee — 2011 Work Plan
October 1, 2010; Version 1.0
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The Compliance and Certification Committee (CCC) is a NERC Board of Trustees-
appointed stakeholder committee serving and reporting directly to the NERC board and is
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1. Introduction Effective:

1. Introduction

The Compliance and Certification Committee (CCC) is a NERC Board-appointed
stakeholder committee serving and reporting directly to the NERC board and is
responsible for engaging with, supporting, and advising the NERC board and NERC
compliance staff regarding all facets of the NERC Compliance Monitoring and
Enforcement Program (Compliance program), Organization Registration program
(Registration program), and Organization Certification program (Certification program).

Included in the duties of the CCC, as described in the CCC Charter, is the responsibility to
provide comments to NERC with respect to stakeholders’ perception of the policies,
practices, and effectiveness of the Compliance program, Registration program, and
Certification program. This document describes the program and associated processes to
be utilized by the CCC in carrying out this responsibility. Attributes to be considered
include fairness, consistency, transparency, and timeliness.

This program is also intended to provide the NERC board and NERC compliance staff
with input to be used in their efforts to evaluate the overall effectiveness of the
Compliance Monitoring and Enforcement Program.

1.1 Terms

1.1.1 Consistency
The process shall apply the same review process and interpretation of rules
across the industry and Regions.

1.1.2 Fairness
The process shall have an appropriate balance of promotion of reliability
and enforcement of compliance.

1.1.3 Transparency
The process shall be transparent to the industry.

1.1.4 Confidentiality
To maintain the integrity of the Compliance program, NERC and Regional
Entity staff, audit team members, and committee members shall maintain
the confidentiality of information shared per CCCPP-009: Confidentiality
Protocol.

Monitoring Stakeholder's Perceptions 3
March 2011; Version 1.0



2. Monitoring Processes Effective:

2. Monitoring Processes

The CCC will provide comments to NERC with respect to stakeholders’ perception of the
policies, practices, and effectiveness of the Compliance Program, Registration Program,
and Certification Program using the processes described below. Information received
from these monitoring processes will be vetted by the CCC and shared with NERC.

2.1

2.2

2.3

Monitoring Stakeholder's Perceptions

ERO Effectiveness and Stakeholder Perceptions Survey

2.1.1 Annual CCC Sponsored Survey
The CCC will conduct a perceptions survey.

a.

NERC staff and the ERO Monitoring Subcommittee (EROMS) will
manage the logistics of conducting the stakeholder survey and
assembling the results.

EROMS will release the survey in the fourth quarter of each year.
Participants will prepare and return their comments to the EROMS.

EROMS will analyze the stakeholder comments and ratings, compile
the results in a survey report, and provide it to the CCC for review.

CCC will finalize the survey report, approve it, and the CCC Chair will
submit it to the NERC Board.

EROMS, CCC, and NERC staff will maintain confidentiality of all
sensitive information.

CCC Sponsored Panels or Workshops

221 CCC May Gather Inputs From Stakeholdersin Concert with Regional
Entity Compliance Wor kshops

a.

CCC will coordinate with each Regional Entity in order to solicit input
during the Compliance Workshop.

CCC will assign the EROMS to analyze the input and provide
recommendations to the CCC.

2.2.2 CCC May Salicit Input from Stakeholdersin Separate CCC-
Sponsored Compliance Workshops.

Direct Stakeholder Input

2.3.1 CCC may receive stakeholder input from free format open
communication links, made available by NERC such as:

a. NERC hotline
b. CCC mailbox

C.

NERC/Regional websites

March 2011; Version 1.0
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2.4  CCC Representative Input

24.1 CCC Representatives May Provide Other Members of the CCC and
NERC with Direct I nput.

24.2 CCC MembersMay Also Solicit or Receilve Comments and Opinions
from Constituents and Groups of Constituentsor Trade Organizations
Represented by the Member and Convey Them to the CCC and
NERC.

Monitoring Stakeholder's Perceptions 5
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3. ReEorting Processes

The CCC will report to NERC the results of its program of monitoring stakeholder’s
perceptions.

3.1 The CCC Will Routinely Report the Results of Its Program at CCC
Meetings.

3.2 The CCC Will Report the Results of the Annual Survey to the Board. A
Version for Public Release May be Prepared.

Monitoring Stakeholder's Perceptions 6
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Agenda Item 13b
Board of Trustees Meeting
May 11, 2011

Critical Infrastructure Protection Committee Report

Action
None

Background

This report provides a summary of the key activities of the Critical Infrastructure Protection
Committee (CIPC) and its associated subgroups in support of the NERC mission and goals and
the CIPC charter. The CIPC meeting minutes for the March 9-10, 2011 meeting are on the NERC
website at http://www.nerc.com/filez/cipmin.html.

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

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

CIPC Executive Committee Review of Draft NERC Alerts. NERC has re-started to process of
providing the CIPC Executive Committee with the opportunity to review draft NERC alerts
that are related to CIP matters. This industry stakeholder review provides NERC with
beneficial and quick feedback on draft alerts before they are issued to industry.

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

CIPC Subgroup Highlights
The CIPC has five subgroups and highlights of their work assignments are shown below.

1. Business Continuity Guideline Task Force (BCGTF). The BCGTF is currently assigned the
task of updating and combining three CIPC business continuity-related guidelines into
one electricity sector-specific guideline for industry use. The TF recently submitted the
draft revised guideline to CIPC for comment and is currently reviewing those comments
as it prepared a revised draft guideline.

2. Control Systems Security Working Group (CSSWG). The CSSWG is currently assigned the
task of updating and combining nine CIPC control system-related guidelines into one or
two electricity sector-specific guidelines for industry use. The CSSWG has also been
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4.

assigned the work of the Cyber Attack Task Force (CATF) under the Coordinated Action
Plan mentioned above. Work on the CATF assignment is the top priority of the CSSWG
and work is proceeding on schedule.

Protecting Sensitive Information Guideline Task Force (PSIGTF). The PSIGTF is currently
assigned the task of updating the CIPC Protecting Sensitive Information Guideline to
take into consideration recent developments and to make it more electricity sector-
specific. The TF is very close to submitting the draft revised guideline to CIPC for
comment.

Substation Guideline Task Force (SGTF). The SGTF is currently assigned the task of
updating the CIPC Physical Security Substation Guideline to take into consideration
recent developments and to make it more electricity sector-specific.

Future working groups or task forces will be created as needed to address other
guidelines that need to be updated, to complete work related to the Coordinated Action
Plan Report and to provide support to new or ongoing standards development work as
requested by the NERC SC.
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Board of Trustees Meeting
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Operating Committee Report

Action
None

Background

This report provides a summary of the key activities of the Operating Committee (OC) and its
associated subcommittees in support of the NERC or OC mission and corporate goals. All these
activities support the NERC or OC mission and NERC corporate goals. The March 2011 OC
meeting minutes are posted at http://www.nerc.com/docs/docs/oc/0C%20Minutes%20-%208-

9Marll.pdf.

Critical Infrastructure Strategic Initiatives: Coordinated Action Plan
The OC was provided status reports from the Severe Impact Resilience, the Spare Equipment
Database, and the Geomagnetic Disturbance task forces.

Event Analysis and Investigation Process

The OC received a presentation of lessons learned from the November 4, 2010 Jim Bridger
system disturbance in WECC and an overview of the ERCOT grid emergency events that
occurred on February 2, 2011. Following the committee’s discussion of the ERCOT event, the
OC unanimously approved a motion to commend the ERCOT operators for their decisive action
in shedding load to maintain system security on February 2, 2011. The effort to have such
event based presentations to share timely lessons learned at each NERC OC meeting is a
priority for the committee.

Manual Time Error Correction Field Trial
The OC adopted the Time Error Correction Field Test, as outlined by the Resources
Subcommittee, predicated on the following:

1. NERC develops correspondence from either the general counsel or the president,
informing the FERC that the field test is expected to be implemented on June 11, 2011
and continue until either 1) the test is halted, or 2) modifications to the appropriate
standards are made, up to and including retirement of standards. The correspondence
should further explain that, during the field test, compliance with associated NERC
standards need to be waived. NERC and its stakeholders will work with NAESB to
determine what actions, if any, may need to occur relative to NAESB standards.

2. NERC completes the time correction field test communications outreach program.

3. During the field test, time error will continue to be monitored but all manual time
corrections will cease.
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http://www.nerc.com/docs/docs/oc/OC%20Minutes%20-%208-9Mar11.pdf�

Personnel Certification Governance Committee

The OC approved a motion stating that the committee does not support the PCGC’s
recommended prerequisites for taking the system operator certification examination, because
registered entities follow rigorous training programs to ensure that only qualified/certified
operators operate the Bulk Electric System.

Situation Awareness FERC, NERC, and the Regional Entities

A representative of the NERC situation awareness team provided the OC with a status report of
the SAFNR project. The OC requested the opportunity to review the SAFNR business case
before endorsing the project.

OC Subgroup Highlights
The OC now has 17 subgroups, five of which jointly report to the Planning Committee and the
OC.

Joint OC/PC Subgroups Highlights

1. Event Analysis Working Group — The EAWG provided the OC a status report and
expectations related to beginning Phase Two of the Event Analysis Process Field Trial.

2. Reliability Metrics Working Group— The OC approved a proposed refinement to the
severity risk index.

3. Integration of Variable Generation Task Force (IVGTF) — The OC endorsed the IVGTF
Task 2-4 (Operating Practices, Procedures, and Tools) report and the IVGTF Task 2-3
(Ancillary Service and Balancing Authority Solutions to Integrate Variable Generation)
report.

Other Subgroup Highlights

1. Operating Reliability Subcommittee — The ORS is considering merging some of its
working groups (the RCWG with the ORS and the DFWG with the IDCWG).

2. Resources Subcommittee — The OC accepted the subcommittee’s position paper on
frequency response.
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Personnel Certification Governance Committee Report

Action
None

New Concepts Being Considered

The Personnel Certification Governance Committee (PCGC) is working on several new concepts,
listed below, that would potentially “raise the bar” for gaining and maintaining operator
certification credentials. The committee would welcome board questions and input on these
concepts.

e Establishing additional credential maintenance requirements, possibly based on:
= Specific courses within certain topics
= Courses related to the credential type

= Additional hours within the current total requirements for specific areas of
knowledge and skills (based on credential type)

= Increasing the required hours in standards and simulations

e Establishing prerequisites that an operator must meet prior to taking an initial
certification exam, such as:

= Education

=  Work experience in related fields

= On-the-job experience specific to system operations

= Completion of a set of specific courses in power system operations
= Recommendations from peers or management

= Employment by an electric utility, marketer, or IPP

=  Some combination of the above

Changes to the operator certification program require a public posting of proposed changes for
comments. The PCGC is still evaluating these concepts and has not determined which of the
above concepts, or possibly others, should be proposed for addition to the program. The PCGC
expects the public posting in the third quarter 2011.

Status of Other Program Activities

2010 Examination Passing Rate

End of year certification exam pass rate increased from 64.7 percent in 2009 to 69.8 percent in
2010. The overall pass rate since 1998 is 78.0 percent. In 2011, a total of 200 exams were
taken as if April 15, 2011, with a passing rate of 69.5 percent. The total number of exams taken
on an annual basis is decreasing slightly due to the fact that all older five-year certificates have
transitioned to three-year certificates.



Credential Maintenance (using CE Hours)

The certification program began allowing operators to use CE Hours to maintain their
credentials on October 1, 2006. The table below shows that the number of new certificates
issued annually is declining since a significant number of operators now maintain their
credentials using CE Hours in lieu of retaking an exam to renew their credential.

Year Credentials Maintained New Certificates \
2006 0 943

2007 109 729

2008 833 634

2009 1,200 621

2010 1,597 638

2011* 582 139

Totals 4,321 3,704

Increasing Certified Operator Population

The total number of certified system operators with active credentials is 6,182. The population
is expected to remain steady or slightly increase over the next two to three years as new
Transmission Operators are registered, which involves staffing their real-time control centers
with certified system operators.

Since January 2006 to April 2011, about 2,175 operators have not renewed their certificated.
This is about 24.5 percent of the total number of active operators in our database. Speculation
is that these operators move into positions that 1) do not require NERC-certification, 2) retire,
or 3) some other career change.

Development of new certification exams
The Examination Working Group (EWG) is in the process of preparing the new certification
exams for each of the four credentials. Exam release is scheduled for the third quarter of 2011.

System Operator Demographics

Approximately 4,587 system operators have provided demographic information since collection
began in early 2009. The information is preliminary as three full years are needed to survey the
entire system operator population. NERC is creating a dashboard display that will be updated
guarterly to show current trends that are obtained from the demographics collected. Examples
are included in Charts 1, 2, and 3, which provide preliminary metrics for average age of system
operators, experience in system operations, and years in current position.



Chart 1 — Operator Population Age
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The largest age bracket is for ages for system operators is the 46-55 year bracket. Note that 52
percent of system operators are over 45 and nearing retirement age. Relatively few younger
people (25 and younger) are entering into system operations to fill the ranks of retirees.




Chart 2 — Experience in System Operations

By total years in operations
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About 61 percent of the certified system operator population has ten years or less experience
in system operations, with nine percent having none. The average experience is 9.2 years with
7.0 years being the median. Whereas traditionally system operators had many years of system

operations experience before entering the profession, the data suggests this is no longer the
case.




Chart 3 - Experience in Position

/
.o .o o
By total years in current pOSItlon

O 1 N N < 1D O N 0 OO0 O 4 AN O < 1D O N 0 OO0 O 49 N MO < un +
B i i i — i i i i — — o N (o] (] N (o] n

RN . 5o .
9 @ ® ® ® ® © ® ®© @© £ L L L L P L P P PP P PP L P o
> (] (9] (] (] (] (] ] ] () © © © © © © © © © © © © © © © © —
> > > > > > > > > 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 O ©
> > > > > > > > > > > > > > > > 0

B Series1  ——Poly. (Series1)
. J

This chart shows that 67 percent of system operators have five years or less experience in their

current position. Fifty percent of the population has three years or less experience performing
their job. The average experience is 4.8 years in the position.



Action
None
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Planning Committee Report

Background
The Planning Committee (PC) March 2011 meeting minutes, held in Phoenix, AZ are posted at

http://www.nerc.com/filez/pcmin.html. The following is a summary of key activities:

New PC Activities — The PC initiated five activities as follows:

1.

Whitepaper on SSR/SSCI: When series-compensated transmission lines were put into
service, ERCOT recently experienced Sub-Synchronous Resonance (SSR) and Sub-
Synchronous Control Instability (SSCI) which can damage generators, The Transmission
Issues Subcommittee (TIS) was requested to develop a whitepaper on this system
characteristic, as well as a compendium of technical references, to provide industry
guidance.

PC Strategic Plan: As directed by the PC Chair Tom Burgess, Vice Chair Jeff Mitchell led
an ad hoc team to develop a PC Strategic Plan for 2011 through 2016. The enhanced PC
Strategic Plan and an updated PC work plan will be presented to the PC for approval in
June. This would serve as the foundation for overall long-term alignment of PC
activities, as well as alignment with other technical committees and the NERC Board of
Trustees (BOT) strategic direction.

NERC Alert Process: The PC Executive Committee developed a draft proposal to provide
technical input into NERC's Alert documents, closely aligned with a NERC staff draft
discussion proposal. The goal is to develop a consolidated process integrated across the
relevant technical committees to provide advice, technical foundation, and
implementation suggestions in advance of Alert releases. PC members were asked to
provide volunteers for an upcoming NERC geomagnetic disturbance Alert, and the
proposed process will be exercised.

Adequate Level of Reliability refinement: A scope for the Adequate Level of Reliability
Task Force (ALRTF) has been drafted. Launching this group awaits guidance from the
MRC'’s BES/ALR Policy Group. In June, the ALRTF Scope will be shared with the standing
committees to refine the definition of ALR.

Frequency Response: The PC Transmission Issues Subcommittee (TIS) is taking the lead
in recruiting subject matter experts on frequency response and governor models, and
developing the scope for a steering committee on frequency response analysis. The
overall objective is to provide insights and enhancements in planning aspects of
frequency response. The scope of this effort is to be developed by early May, 2011.



http://www.nerc.com/filez/pcmin.html�

Joint OC/PC subgroups highlights:

1. Reliability Metrics Working Group (RMWG): The RMWG is developing an Integrated
Reliability Index (IRI) and periodic system reliability reports to communicate the
effectiveness of reliability improvement programs. A proposal on reporting the IRl and
the draft system reliability report will be provided to the Operating Committee and PC
for review in June 2011.

2. Integration of Variable Generation Task Force (IVGTF): As called for in the BOT
approved work plan, the PC approved the report Methods to Model and Calculate
Capacity Contributions of Variable Generation for Resource Adequacy.

3. Geomagnetic Disturbance Task Force (GMDTF): This effort is a component of the
Coordinated Action Plan and Strategic Roadmap for enhancing the bulk power system
resilience from geomagnetic disturbances. The GMDTF is developing a list of prevention
and mitigation steps to counteract the effects from geomagnetic disturbances. A
workshop was held in April 2011.

4. Event Analysis Working Group (EAWG): Phase | of the Field Trial ended in January 2011.
Phase Il begins April 15, 2011 and will be supported by a webinar on new procedures
providing clarity on event notification/reporting timing, data hold expectations for
Category 2 or above events, and Regional Entities processes for complete event analysis
reports and compliance self-evaluations for Category 2 and above events. The Phase Il
field trial will provide insights on events analysis processes, resulting in timely release of
lessons learned that directly lead to improved reliability performance of the bulk power
system.

Other Subgroup Highlights

1. Reliability Assessment Subcommittee (RAS): The RAS provided the PC a draft scope for
a study addressing a Gas\Electric Interdependency Special Reliability Assessment. The
PC was asked to review the draft scope and study design. The RAS is also developing and
prioritizing a list of specific emerging issues to be addressed in the 2011 Long-Term
Reliability Assessment (LTRA). The PC will complete their risk ranking at the June
meeting. The proposed schedule for the web conferences are: 2011 Summer Reliability
Assessment (May 13, 2011); 2011 Long-Term Reliability Assessment (October 11, 2011);
and 2011/2012 Winter Reliability Assessment (November 8, 2011).

2. Model Validation Task Force (MVTF): A task team has been formed to review MOD-010
through MOD-015 and prepare recommendations for a SAR. The team will partner with
WECC on a modeling workshop in June, and hold two modeling workshops before the
end of 2011.

3. System Protection and Control Subcommittee (SPCS): The SPCS is reviewing comments
received on the guideline Transmission System Phase Backup Protection and will submit
a document for approval at the June meeting. A SPCS sub-team reviewed breaker failure
issues, based on the October 10, 2010 Lesson Learned, and related IEEE guides, and
concluded that IEEE guidance on this subject is appropriate. The sub-team is drafting a
report for consideration at the June 2011 PC meeting. The SPCS also provided technical




support and proposed misoperation categories and cause codes to the ERO-RAPA
Group, developing a common template for misoperation reporting.

Generating Availability Data System Task Force: (GADSTF) The GADTF developed a
report, Mandatory Reporting of Conventional Generation Performance Data, to address
reliability-related generation data not currently being reported to Generation
Availability Data System (GADS). Approximately 300 GW of existing and 50 percent of
generation added in 2000-2008 do not currently provide reliability-related information
to GADS. Enhancing this reliability data improves insights and assessments of BES
reliability metrics and risk/severity. The PC approved the posting of this report for
informal industry. The GADSTF was requested to outline comments received and
responses at the June meeting, to inform a potential Section 1600 mandatory data
request proposal.

Transmission Availability Data System Working Group (TADSWG): The TADSWG is evaluating
options for incorporating 100-199 kV data collection based on EIA’s intent to collect
such data and anticipated revisions to the BES definition. The approved timeline for a
Rules of Procedure Section 1600 — Requests for Data or Information, may not be
responsive to the EIA-411 2014 proposed timeline for collecting 100-199 kV data. The
TADSWG will bring a proposal on how to proceed to the June meeting. Further,
TADSWG will bring a proposal outlining additional analyses, potential additional data
collection, and a change in scope to the June meeting.

Spare Equipment Database Task Force (SEDTF): This effort is a component of the
Coordinated Action Plan and Strategic Roadmap for enhancing the bulk power system
resilience from geomagnetic disturbances, along with coordinated cyber and physical
attacks. The task force is developing a recommendation on a uniform approach to
collecting, storing, and distributing information on long-lead time bulk power system
spare equipment. If participation is less than 70 percent after one year, it may be
necessary to pursue a Rules of Procedure — Section 1600 Request for Data or
Information.

Smart Grid Task Force (SGTF): The SGTF requested input on the modeling functions to
support initial elements for distribution and bulk power system components. The MVTF
will be assisting in these areas.
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Standards Committee Report

Action
None

Background

This report provides a summary of the key activities of the Standards Committee (SC) and its
associated subcommittees in support of ERO Enterprise goals. The Standards Committee meets
monthly and its meetings minutes are posted at http://www.nerc.com/filez/scmin.html.

Revisions to SC Charter and Election Procedure

The SC has proposed a set of changes to both its charter and election procedure. The most
significant change to both documents is a modification to the staffing of the SC such that the
chair and vice chair are elected to represent the ERO Enterprise as a whole, and not to
represent the interests of specific Industry Segments in the Registered Ballot Body. With this
change the chair and vice chair will have no voting privileges within full committee meetings.
This change will ensure that all Industry Segments have two SC members who represent their
industry segment without any conflict of interest.

Other changes to the SC Election Procedure are aimed at simplifying the process of filling
vacant SC positions that occur outside of the annual election process. Other changes to the SC
Charter expand the scope of responsibilities to include membership on the Board of Trustee’s
Standards Oversight and Technology Committee, and an expansion to include responsibility for
coordinating with regional standards development.

Implementation of Revisions to Standard Processes Manual

The Standard Processes Manual included several revisions aimed at improving the standard
development process, including revisions to project prioritization, modifying the balloting
process to involve more stakeholders earlier in the standard development process, and adding
a quality review of each proposed standard before it is posted for stakeholder review.

Project Prioritization: The Project Prioritization tool has been well received by stakeholders. All
drafting teams involved in the prioritization have been contacted and each team has been
advised to update its project plan. Teams working on highest priority projects have been
directed to update their project schedules to reflect the ability to meet more frequently and
move their projects forward more rapidly. Teams working on projects that are not in the
highest category have developed plans to identify whether each team will continue working on
aspects of the project without full staff support or will bring its project to a logical stopping
point.

Modifications to Balloting: One of the goals of forcing balloting earlier in the process was to
encourage balloters to submit meaningful comments during the early stages of standard
development, allowing the drafting team to more fully incorporate industry concerns in the
development of the standard. Under the old process, many balloters did not raise concerns
until much later in the process, when the standard was posted for formal ballot and approval.


http://www.nerc.com/filez/scmin.html�

Under the new process the size of ballot pools has increased, and more balloters are submitting
meaningful comments with their ballots.

Quality Review: The quality review step that was added to the standard development process
is still being ‘fine tuned’ and the SC is monitoring the process to continue to identify areas for
additional improvement. Stakeholder support for this process has been exceptional. To date
more than 80 people have been trained to serve as ‘quality reviewers’ and most of these
reviewers are stakeholders who are either lawyers, members of the Compliance and
Certification Committee (CCC), or stakeholders with backgrounds that provide an
understanding of compliance and audit processes. We have conducted about 30 quality
reviews since the process was implemented, and the observations of the quality review
volunteers have led to significant improvements in the standards posted for stakeholder
comment.

Communication Outreach

The Standards and Compliance workshop was held from March 30-April 1, 2011 and was well
attended and well received. The SC's Communication and Planning Subcommittee assisted in
planning the workshop, using feedback from prior workshops as a guide. To support the goal of
reaching out to smaller entities with limited budgets, the workshop was provided either in
person or via the web, with 99 people participating through the web.

The SC’s subcommittees are working with NERC staff to identify improvements to the web
pages used to document standards information.

Interpretations

The SC has developed a detailed procedure to support development of interpretations. The
new procedure provides greater transparency to the interpretation process and includes public
posting of the interpretation drafting team roster and meeting agendas and associated notes.
The SC began moving some interpretations forward for processing, starting in April, in support
of a goal to have no more than three interpretations posted for stakeholder comment at a time.
High priority is being given to interpretations related to cyber security and other high risk
issues.

Adequate Level of Reliability (ALR)

The SC leadership is working with the leadership of other committees in support of an initiative
to refine the definition of ALR and identify how to align standards activities to provide clear
links to the ALR characteristics and associated metrics.

Status of High Priority Projects

The chart shown below summarizes the current status of the SC’s High Priority standards
projects, as identified in the Reliability Standards Development Plan: 2011-2014 which was
approved by the Board on March 10, 2011.



Standards Committee High Priority Project Status

Name SPM Step Status Related Standards
Project 2006-02 Assess Successive | Posted for a parallel comment/ballot on 4/18/11. TPL-001 TPL-004
Transmission Future Ballot TPL-002 TPL-005
Needs
TPL-003 TPL-006
Project 2007-02 Formal The SDT has been reformed with a new coordinator and the SDT COM -001 (R4 only)
Operating Personnel Comment | \yas trained on Results Based standards development. COM-003
Communication Protocols . o .
The SDT is considering comments from the comment period that
ended January 15, 2010.
Work (definition of “Reliability Directive”) is being coordinated with
the Reliability Coordination SDT.
Project 2007-03 Real- Initial Ballot | Posted for parallel comment/ballot on 4/26/11. PER-001 TOP-005
time Transmission TOP-001 TOP-006
Operations TOP-002 TOP-007
TOP-003 TOP-008
TOP-004 TOP-008
Project 2007-06 System Standard The SDT is considering the observations from the Quality Review PRC-001
Protection Coordination Drafting team. The team plans to post its response to the last comment
period for an informational posting and post a supplemental SAR for
a formal comment period, proposing to expand the scope of the
project to include the coordination of Protection Systems within the
Transmission Owner’s own area, closing an identified gap in the set
of system protection requirements.
Project 2007-09 Quality The SDT is considering the observations from the Quality Review MOD-024-1 MOD-027-1
Generator Verification Review team and plans to re-submit its standards for subsequent review MOD-025-1 PRC-019-1
and posting by the end of April, 2011. MOD-026-1 PRC-024-1
Project 2007-12 Standard The SDT is considering comments from the comment period that BAL-003-0
Frequency Response Drafting ended in March 7, 2011 and is making conforming changes to the

standard.

April 26, 2011 — Standards Committee High Priority Project Status




Name SPM Step Status Related Standards

Project 2007-17 Successive | Posted for parallel comment/ballot on 4/13/11. PRC-005
Protection System Ballot
Maintenance and Testing
Project 2008-06 Cyber Standard The SDT continues its work on developing a new set of CIP CIP-002 CIP-006
Security Order 706 Drafting standards in response to FERC Order 706. This approach CIP-003 CIP-007

represents a significant shift in industry approach and strategy for CIP-004 CIP-008

cyber security.

CIP-005 CIP-009

Project 2009-01 Standard The SDT is considering comments from the formal comment period | EOP-004
Disturbance and Drafting that ended April 8, 2011. CIP-001
Sabotage Reporting CIP-008
Project 2010-05 New Rapid-development team formed and met April 20-21 to work on PRC-003-1
Protection System SAR and proposed standard. PRC-004-2
Misoperations
Project 2010-07: Informal The SDT is considering comments from the informal comment FAC-001 TOP-001
Generator Requirements Comment | period that ended April 4, 2011. FAC-003 TOP-002
at the Transmission
Interface PRC-001 TOP-003
Project 2010-17 Definition Definition Posted for initial 30-day formal comment period 4/28/11. All continent-wide standards using
of BES Drafting “BES”

Target posting of criteria for inclusion in submittal with request for
BES exception May 9" with a webinar explaining definition and
criteria during posting period.

The team is coordinating its work with the BES Exception ROP
team and will have a webinar while documents from both teams are
posted in early May, 2011.

All Regional Standards using BES
All definitions using BES

April 26, 2011 — Standards Committee High Priority Project Status
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Electricity Sub-sector Coordinating Council Report

Action
None

Background

This report summarizes key activities of the Electricity Sub-sector Coordinating Council (ESCC) in
support of the NERC mission and corporate goals related to critical infrastructure. The ESCC
consists of a member from the NERC Board of Trustees, NERC’s CEO, five CEO-level executives
broadly representative of NERC member organizations, the chair of the NERC Critical
Infrastructure Protection Committee (CIPC), and NERC’s Chief Security Officer. The ESCC fosters
and facilitates the development of policy-related initiatives to improve the reliability and
resilience of the electricity sector, including physical and cyber security. ESCC open meeting
minutes are posted at: http://www.nerc.com/filez/escc.html.

Monitoring Progress to Implement the Critical Infrastructure Strategic Roadmap

The ESCC provides guidance and support to the Joint Steering Group® (JSG) and Task Forces
assigned under the NERC technical committees to implement the initiatives identified by the
Coordinated Action Plan. Given the scope, complexity, and criticality of this work, the Joint
Steering Group is coordinating with the Task Forces and the ESCC to monitor progress and keep
the NERC Board of Trustees and stakeholders informed. A document, Implementing the
Coordinated Action Plan, is available on the NERC website to inform Task Force leaders and
their members describing how this work will be coordinated. Progress on the Coordinated
Action Plan is a standing ESCC agenda item through 2011.

March 15, 2011 Closed Meeting with Task Force Chairs and Joint Steering Group

On March 15, 2011 ESCC members discussed the status of efforts to implement the initiatives
identified in the Coordinated Action Plan with the leadership of the Task Forces and NERC
technical committees.

e Geomagnetic Disturbance Task Force
e Cyber Attack Task Force
e Spare Equipment Database Task Force

e Severe Impact Resilience Task Force

The Task Force Chairs provided an overview of the scope of their work and outlined their work
plan through 2011. ESCC members asked a number of clarifying questions and discussed
approaches to address issues and challenges raised by the Task Forces. This first meeting of the
ESCC with the Task Force and Technical Committee leadership demonstrated the ESCC has a
process and framework in place to address issues that are raised as the Task Forces proceed
with their work.

! The Joint Steering Group (JSG) consists of senior NERC staff and the leadership of the Planning, Operating and
Critical Infrastructure Protection technical committees.


http://www.nerc.com/filez/escc.html�

March 15, 2011 Closed Meeting with Senior Government Officials

During the March 15, 2011 ESCC meeting, ESCC members discussed the critical infrastructure
initiatives underway by NERC and the electricity industry with senior officials from the U.S.
Department of Energy, Department of Homeland Security, and Department of Defense.
Government official expressed support for and appreciation of the extent to which NERC and
the industry are taking action.

March 15, 2011 Open Conference Call

During a portion of its March 15 meeting, the ESCC held an open conference call to discuss the
status of a number of current security-related issues and progress on the Coordinated Action
Plan. Topics included:

° CIP-related legislation activities

. Night Dragon Alert

. NERC 2011 CIP-002 Sufficiency Review Program
° DOE/NIST/NERC Risk Management Framework

° ES-ISAC enhancement

ESCC minutes are available on the NERC web site at: http://www.nerc.com/docs/escc/1-
ESCC OPEN Minutes 15March2011 draft.pdf

Outreach
In his role as NERC’s President & CEO and Chairman of the ESCC, Gerry Cauley has provided
testimony at several recent hearings on matters related to critical infrastructure protection.

e  “Priorities for Addressing Risks to the Reliability of the Bulk Power System” — FERC
Technical Conference, Washington DC, February 8, 2011

e  “What Should the Role of the Department of Defense in Cyber Be?” — House Armed
Services Subcommittee on Emerging Threats and Capabilities, Washington DC, February
11, 2011

e  “The Electric Infrastructure Security Summit”, Washington DC, April 11-12, 2011

e  “The DHS Cybersecurity Mission: Promoting Innovation and Securing Critical
Infrastructure” — House Committee on Homeland Security's Subcommittee on
Cybersecurity, Infrastructure Protection and Security Technologies, Washington DC,
April 15, 2011

Future 2011 ESCC conference calls and meetings are scheduled as follows:
e April 19, 2:00-3:00 pm OPEN conference call
e June 21, 2:00-4:00 pm CLOSED conference call
e August 16 (all-day in-person meeting, NERC’s Washington DC offices)
e October 18, 2:00-3:00 pm OPEN conference call
e November 15, 2:00-4:00 pm CLOSED conference call
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REGIONAL ENTITY MANAGEMENT GROUP
SARAH ROGERS - FRCC ED SCHWERDT — NPCC SCOTT HENRY — SERC LARRY GRIMM - TRE
DAN SKAAR — MRO TIM GALLAGHER — RFC STACY DOCHODA - SPP MARK MAHER — WECC
Date: April 18, 2011

Memo to: NERC Board of Trustees

From: Tim Gallagher, REMG Chair

Subject: Regional Entity Report for the May Board Meeting

BESDEFINITION

The Regional Entities strongly support NERC' s efforts to devel op a single definition of the Bulk
Electric System (BES) and the technical criteria associated with any exemptions viathe
standards devel opment process as well as a process for exemptions viathe NERC Rules of
Procedure. Regional staff members are chairing both efforts and we are pleased with the
progress made to date. Regions affected by the new definition will work with their registered
entities to devel op appropriate transition plans for impacted facilities to come into compliance.

ADMINISTRATIVE CITATION PROCESS

The Regional Entities are encouraged by the progress made in moving less serious,
administrative violations of Reliability Standards through the enforcement process more quickly
by making use of NERC’ s Administrative Citation Process (ACP). We continue to work
together with NERC to fine tune the ligibility requirements for a violation to be considered for
this new process. The Regions are aso working with NERC to seek even greater efficiency by
driving the benefits of the ACP to not only the interface between NERC and FERC but also the
early stages of interaction between the Regional Entities and the registered entities. We also
continue to work with NERC to seek additional gainsin the efficiency of compliance and
enforcement activities to better manage our caseloads and provide greater certainty to registered
entities.

REGIONAL DELEGATION AGREEMENT METRICS

NERC and the Regional Entities have worked collaboratively on aninitial draft set of metrics
that are on the MRC agenda. Within the ERO One Enterprise model, the Regional Entities are
committed to the effective and efficient execution of their delegated responsibilities with the
shared objective of enhancing overal international interconnected bulk power system reliability
and we recognize the value and necessity of metrics to properly measure and report on the
achievement of the same.


mcclellant
Text Box
Agenda Item 14b
Board of Trustees Meeting
May 11, 2011


RELAY MISOPERATION ANALYSIS

Relay misoperations and their analyses remain an issue of high import across the Regional
Entitiesand NERC. To better achieve consistent analysis, the Regions and NERC have
collaborated on a common definition of what constitutes a relay misoperation for both reporting
and anal yses purposes.

FACILITY RATINGSALERT

The Regions continue to provide support to NERC in reviewing and assessing plans submitted in
response to NERC’ s Alert regarding facility ratings. The industry response has been very high to
this Alert and there is much follow-up work to be completed.

2012-2015 BUDGETS AND BUSINESS PLANS

The Regions collaborated with NERC on common assumptions for the 2012 business plans and
budgets so that we may develop the different plans from a common foundation. All Regions
have developed initial drafts of their respective budgets and business plans for their Boards to
consider. These documents will be sent to NERC for public review and NERC consideration,
with an anticipated final approval sometime later this summer.
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Report to the NERC Board of Trustees
May 11, 2011

A summary of recent Forum activities that relate to NERC.

Forum Metrics Program in Tune with TADS

The Forum’s metrics program collects line and substation event data from all Forum
members. For now, the Forum collects the same information as NERC’s TADS. Our
database is compatible with NERC'’s, and Forum members can easily transfer data from
one to the other. The Forum’s metrics database allows all Forum members to see
each other’s data. Our director of metrics, Chris Johnson, works one-on-one with our

Forum members to help them enter their data into our webTracker, and, ultimately, into

TADS.

Later this year, we plan to expand webTracker to include more types of equipment, but
will continue to keep the TADS datasets in webTracker compatible with webTADS. That

means that whenever NERC changes the database structure or features, the Forum must
do the same, and we work closely with Jim Robinson on the NERC staff to make sure that

happens.

Staying Current with NERC Standards

Our practice groups (see list at right) hold monthly Web meetings, and always discuss
the NERC standards under development. It's common for one or more members of a
NERC drafting team review the current drafts and schedule for comments and ballots,
and the Forum provides areas in its Web site where members can post their comments
for others to see.

The Forum per se does not comment on NERC standards, and our members are free to
provide whatever comments they wish and cast their ballots as they chose. However, by
providing our members time to discuss drafts with the drafting team members and a
place to share their comments before they submit them to NERC, the Forum helps bring
the “wisdom of crowds” to the standards process.

Geomagnetic Disturbances

With the 24t solar cycle underway and expected to peak in May 2013, NERC
recently prepared an advisory on GMDs, and Mark Lauby asked the Forum for
suggestions on the draft. We collected comments from 14 of our members, mostly those
in the northern latitudes, and provided a “markup” of the most salient suggestions to
Mark for his consideration. We hope NERC will continue to ask the Forum for
suggestions on draft alerts, and will do our best to provide comments quickly.

» Compliance
» Facility Ratings
» Human Performance

+ Line and Substation
Maintenance

» Modeling

» Operator Training
» Operator Tools

+ Security

+ System Protection

» Vegetation
Management
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l North American Transmission

FORUM

Mission

The Forum'’s mission is to advance
excellence in the reliable operation of
the electric transmission system. We
do this by developing and sharing best
practices, being open and candid with
each other, fostering a sense of
“community,” holding each other
accountable, and ensuring the
commitment of our members’ senior
leadership.

Forum Members
Members: 69 (as of April 21, 2011)

e Investor-owned: 43
e State/Municipal: 7

e Cooperative: 8

e Federal/Provincial: 6
e [SO/RTO:5

Percent of total demand. Represents
88% of the net peak demand in the
U.S. and Canada

Transmission. 350,000 miles of trans-
mission (100kV and above)

Participants. 1750+ subject matter
expert participants

Current Topics

Practices

e Facility rating practices and pro-
grams

e Compliance management pro-
grams

e Physical and cyber security

e  Personnel training and implemen-
tation of PER-005

e Vegetation management commu-
nity education

e System protection

Recent Surveys

e CIP topics

e DTS use and support
e GOAB switches

Hydro One
Northeast Utilities
Vermont Electric Power Company

e Manitoba IS0 New England
A% Hydro Imc United Thuminating
'"11}4;.7 ' Minnesota  Great River National Grid
Ef}\ﬁlc Power Xcel - NSP New York IS0
U otter Tail Basin EPC sMMpA Con Edison
i Exelon MidAmercan PSE&G
ATC PIM Pepco Holdings
Ameren  ppL BGE
KCP&L  NIPSCo Allegheny Power
: Ny AEP  LG&Eand KU
A Tri-State G&T ; Big Rivers Progress Energy - Carofinas
SMUD | Xcel “PSCo_..r Westar  FirstEnergy D'Dorlg!"llbn -Virginia Power
PG&F 'g:mna Public " S0 AECT ﬁ\;‘g" Duke
LADWP rvice y TVA
Sontleh EPFDM 0 Vectren SCE&G
California 3 o 5;1;0 e PowerSouth Southern
Edison ' Entergy Georgia Transmission
Oncor Progress Energy - Florida
OGE JEA
Xcel — SPs TECO
CenterPoint FPL
Programs noteworthy practices that we share with

The Forum is organized around four
programs.

Practices. The Forum’s groups of sub-
ject matter experts hold Web
meetings each month and write Fo-
rum practices.

e  Compliance

e  Facility Ratings

e Human Performance

e Line and Substation Maintenance
e Modeling

e Operator Tools

e  Operator Training

e  Security

e  System Protection

e Vegetation Management

Peer reviews. Forum peer reviews
help our members “raise the bar” for
their own operations from good to
great.

Review teams that comprise subject
matter experts in each practice area
spend one week at the “host” peer

site. The teams’ final reports include

Membership Eligibility

the other Forum members, and recom-
mendations for the host to implement.

Metrics. The Forum collects transmis-
sion equipment performance infor-
mation. Improving equipment perfor-
mance directly contributes to improving
reliability. The metrics program:

e Is based on NERC TADS reporting

e  Allows Forum members to view
each other’s data

e  Will include additional equipment
types and cause codes in 2011

Information sharing. Forum members
readily share information for “lessons
learned” and assistance:

e  System event analysis

e Equipment event reports and alerts

e Vegetation contacts

e Surveys on topical subjects

e  (Case studies

e Members’ practices and procedures

e Audit experiences and lessons

e Compliance violations (feedback to
Forum practices)

e FERC orders

Any organization that owns, operates, or controls at least 50 circuit miles of inte-
grated (network) transmission facilities at 100 kV or above, operates a “24/7” trans-
mission control center with NERC-certified transmission or reliability operators, or
has an open access transmission tariff or equivalent on file with a regulatory author-

ity, may join the Forum.

© 2011 North American Transmission Forum, Inc. ® www.transmissionforum.net
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MEMORANDUM

To: NERC Board of Trustees

From: Mark Bennett
Chair, North American Generator Forum

Date: April 26, 2011

Subject: North American Generator Forum Report
(May 11, 2011 Board Meeting)

The North American Generator Forum (NAGF or Forum) appreciates the opportunity
to provide this activity update to the NERC Board of Trustees (Board). Since our last
report in February, the NAGF Steering Committee has been focused on three distinct
goals: (1) continuing to build on the framework we’ve established by conducting the
Forum’s first national, all-members meeting; (2) developing and expanding our outreach
and collaborative work; and (3) promoting broader member engagement by creating
more opportunities for experience and information sharing.

First NAGF Annual All-Members Meeting

This project presents significant challenges for an organization that, as yet, has no
dues structure whose members have been communicating primarily via e:mail and
webinars. Presently, the Steering Committee’s planning discussions are focused on
location, contending with facility, food/beverage and AV equipment costs, getting
potential speakers and participants to come and supporting Forum member internal
requests for travel approval. To address the last issue, the Steering Committee is
working on a brochure describing the Forum’s activities, and the benefits of Forum
membership.

The brochure will also be used to justify the dues structure that the Forum needs to
implement if it is to realize its full potential. A task force of the Steering Committee is
presently working on alternative dues proposals that will be presented and voted on at
our annual meeting. We are also developing ideas for panel discussions, and intend to
conduct break-out sessions for newly established working groups in the following areas:
solar/wind; compliance programs/cultures; the GOP/TOP project; and
operational/reliability excellence.

Among the groups whose participation would help provide a meaningful event are
regulators, consultants and technical experts, equipment manufacturers and company
executives. It appears that Las Vegas will provide relatively cost-effective conference
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room, refreshments and accommodations. The tentative dates for the meeting are
September 20-21, 2011.

Outreach and Collaborative Work

Don Benjamin of the North American Transmission Forum (NATF) and | have
established a schedule of weekly telephone calls to keep ourselves abreast of each
Forum'’s activities and to discuss possible collaborative work. Recently, eight NATF
members joined the EPRI/NAGF Technical Focus Group, a partnership whose purpose
is to monitor and develop assessments of standards under development. Our objective
is to provide updates to Forum members, along with suggested points that they can
consider putting in comments. Through the work of this group we hope to encourage
broader participation in NERC’s standards development process, and help ensure that
standards applicable to generators provide clear performance measures and reliability
benefits. A meeting of this group is scheduled for July 12 in Maple Grove, Minnesota.

On April 19 | provided a presentation on the NAGF to over seventy NATF members
participating in their System Protection Workshop. It was the first occasion when a
NAGF member actually joined a NATF meeting. On April 12 | represented the NAGF at
the NERC Update and Consistency Collaborative meeting conducted by Michael Moon.
The participation of NERC staff, enforcement directors and presidents from many of the
Regions, along with representatives from the trade associations and both Forums,
provides valuable opportunities for meaningful discussions.

Finally, regarding our Regional collaboration, the NAGF met with the RFC
Compliance User Group in conjunction with the RFC’s compliance conference on March
30. The NAGF Steering Committee is currently preparing for a Forum meeting in
conjunction with NPCC’s compliance workshop on May 10-11. Also, we have been
invited to join a panel during the opening session of NPCC’s workshop to present the
generators’ perspective on reliability excellence. It is our intention to expand to other
Regions as well, resources permitting.

Promoting Information and Experience Sharing

Among the initiatives the Steering Committee is committed to is for us to conduct
monthly webinars to keep generators informed of current NERC and Regional
developments. Consistent with the Steering Committee’s goal to promote broader
member engagement, on March 28 we conducted a webinar entitled “Upcoming
Comment Opportunities”. The topics included: the BES definition; the GO/TO White
Paper; Impact Event Reporting and System Operator definition.



The co-chair of the BES drafting team and the chair of Project 2010-07, Generator
Requirements at the Transmission Interface, joined to explain the status of their efforts
and answer questions. Ninety-three Forum members participated; eleven followed up
and submitted comments. Our next webinar is scheduled for May 16, and will address
Critical Infrastructure Protection and Geomagnetic Disturbances. We have invited Scott
Mix and Don Benjamin to participate in the discussion.

Finally, last month an article about the NAGF appeared in several Platts publications,
including Megawatt Daily. (See attached, reprinted with permission from the publisher).
The article mentions the developing working relationship of the NAGF with the NATF, as
well as NERC and the Regions, and a supportive comment from Dave Nevius, which we
very much appreciated.
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Generator forum aims to improve reliability

What began with a handful of generators discussing compli-
ance with North American Electric Reliability Corp. standards in
2009 has grown into a collection of more than 200 companies
sharing information on NERC compliance and operating prac-
tices, one of the leaders involved in the group said Wednesday.

The North American Generator Forum has taken root and
grown since that initial meeting at Constellation Energy’s
headquarters in Baltimore, and it is providing value to power
plant owners, said Mark Bennett, vice president of compliance
at Competitive Power Ventures. The generator forum, much
like the North American Transmission Forum that was formed
several years ago, is designed to have members share informa-

tion and lessons learned on compliance with NERC standards or
(continued on page 11)

Forum aims to improve reliability .. o poge 1

standards interpretations among NERC regions, Bennett said in
an interview.

The charter for the generator group says members have a shared
commitment to “the ultimate goal of improving the reliability of
the bulk electric system.” While that may sound quite basic, it can
be a challenge for generators that do not have as many resources or

staff compared with utilities or transmission owners, Bennett said.
That dynamic makes participation in the forum that much more
valuable, as smaller firms or those that are new to the generation
segment can benefit from other members if they have questions
about facing an array of NERC rules, he said.

Because NERC regions can sometimes differ in their inter-
pretation of NERC standards or have their own rules, regional

meetings of the forum have been held with representatives from
Reliability First and the Northeast Power Coordinating Council.

Other regional meetings are in the works, and the forum
intends to hold its first all-member, national meeting, perhaps
sometime in the fall, Bennett said.

The McGraw-Hill Companies

www.platts.com

Mega watt Daily

Thursday, March 24, 2011

The North American Transmission Forum was started within
NERC, and it is now a separate entity with 67 members, an
annual budget of $2.5 million and six staffers, with two more
staff additions planned this year, said Don Benjamin, executive
director of the forum. Bennett, who heads the steering commit-
tee of the generator forum, has met with Benjamin several times
and the two groups intend to work together on NERC compli-
ance in areas common to their members, including generation
modeling and critical infrastructure protection, Benjamin said,

Unlike the transmission forum, the generator forum “did
not ask to be incubated under the NERC umbrella,” said David
Nevius, senior vice president at NERC. As the generator forum
grows, it could prove valuable in sharing operational informa-
tion such as cold weather issues that generators face or other
challenges that are not currently addressed in NERC standards,
Nevius said.

In addition, “they probably need somebody full-time” to
lead the group and its activities, Nevius suggested.

Bennett did not disagree with that, but he said the group is only
starting to consider a dues structure and other issues, since up to this
point it has relied on company officials volunteering their time and
resources toward the forum. Members include large and small firms,
those with fossil fuel plants and those with renewable resources, and
companies from the US and Canada, he said.

Following the initial meetings in 2009, the generator forum
now has more than 400 members from more than 200 com-
panies, Bennett said. Besides Bennett, those on the steering
committee include representatives from Sempra Generation,
Suez Energy Generation North America, Constellation, First
Wind Energy, Exelon Generation, NextEra Energy Resources and
Ravenswood Power Station, part of TransCanada,

The charter for the group lays out antitrust guidelines and
states that members should avoid all conduct that unreason-
ably restrains competition. While generators are competitors
within their own markets, the forum is focused exclusively on
reliability issues, and there have been no concerns raised about
competitive concerns or sharing information, Bennett said.

The objectives set in those first meetings have been borne out,
that any competition concerns are almost completely unrelated
to the forum’s goal of promoting reliability compliance and a
“pursuit of excellence” among generators, he said.

— Tom Tiernan

12‘
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North American Electric Reliability Corporation

Statements of Financial Position
December 31, 2010 and 2009

2010 2009
Assets
Cash and cash equivalents $ 27,401,407 $ 24,427,536
Accounts receivable, net of allowance for doubtful accounts
0of $179,566 and $152,323 2,968,503
Prepaid expenses 212,620
- Property and equipment, net (Note 2) 1,802,950
Security deposits 15,767
‘Cash surrender value of insurance polig 249,669
Total assets 29,677,045
Liabilities and net assets e cieHc =
Accounts payable and accgued-expenses $ 4,152,678 $ 4,208,654
Deferred income 4,219,530 5,218,403
Deferred penalty income (Note 4) 10,175,000 10,000,000
Regional assessments collected in advance (Note 5) 9,748,633 8,480,053
Deferred compensation (Note 6) 620,961 620,461
Accrued retirement liabilities (Note 8) 1,474,913 1,369,942
Total liabilities 30,391,715 29,897,513
Commitments
Unrestricted net assets (deficiency) 2,793,980 (220,468)
Total liabilities and net assets (deficiency) $ 33,185,695 $ 29,677,045

The accompanying notes are an integral part of these financial statements.
2



North American Electric Reliability Corporation

Statements of Activities
Years Ended December 31, 2010 and 2009

2010 2009
Revenues
NERC assessments $ 37,063,568 $ 31,925,050
Testing/fees 2,182,290 1,249,170
Services and software 347,216 384,454
Workshops 191,200 111,800
Membership - 945,941
Interest 20,793 13,221
Miscellaneous 275,890
Total revenues 34,905,526
Expenses
Salaries 15,089,582
Employee coss - 07100 2,569,172
Retirement ani{ s3 1,751,791 1,784,962
Travel and mekti 3,018,135 2,986,463
Services | 9,047,124 9,632,717
Rent 959,819 873,646
Office costs 1,393,267 1,112,387
Computer 137,055 426,358
Depreciation and amortization 748,864 575,656
Bad debts 29,438 141,747
Federal proxy tax expense - 27,253
Total expenses 36,794,520 35,219,943
Change in unrestricted net assets 3,014,448 (314,417)
Unrestricted net assets (deficiency), beginning of year (220,468) 93,949
Unrestricted net assets (deficiency), end of year $ 2793980 § (220,468)

The accompanying notes are an integral part of these financial statements.
3




North American Electric Reliability Corporation

Statements of Cash Flows
Years Ended December 31, 2010 and 2009

Cash flows from operating activities
Change in unresricted net assets
Adjustments to reconcile changes in unrestricted net assets to net cash

provided by operating activities:
Depreciation and amortization
Provision for bad debt expense
Cash value of insurance policies
Increase (decrease) in cash attributable to changes in
operating assets and liabilities:
Accounts receivable
Prepaid expenses
Accounts payable and accrued expenses
Deferred income
Deferred penalty income
ce

Regional assessments collected in advafi
Deferred compensation E N\

Accrued retirement lighilities~

Cash flows from n
Purchase of propgrty gL
Security deposits \ 7~

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosures of cash flow information
Cash paid during the year for:
Interest
Taxes

Supplemental disclosures of non-cash information
Transfer of cash surrender value of life insurance policies from
the company to its employees

2010 2009
3,014,448 $ (314,417
748,864 575,656
29,438 141,747
(10,069) (73,838)
48,274 (1,428,296)
(323,901) (63,697)
(55,976) 1,475,676
(998,873) (510,989)

\ 175,000 10,000,000
1,268,580 1,543,945
7,929 125,619
104,971 351,250
4,008,685 11,822,656
(950,032) (1,227,305)
(84,782) -
(1,034,814) (1,227,305)
2,973,871 10,595,351
24,427,536 13,832,185
27401407 _$ 24.427.536
- $ 2,810

- S 5,813

7429  $ 170,014

The accompanying notes are an integral part of these financial statements.
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North American Electric Reliability Corporation
Notes to Financial Statements
Years Ended December 31, 2010 and 2009

1. Businesses and Summary of Significant Accounting Policies

Description of Business
The North American Electric Reliability Corporation (the “Corporation”) is a self-
regulatory organization that relies on the diverse and collective expertise of electricity
industry participants, subject to government oversight and audit. The Corporation is
certified by the U.S. Federal Energy Regulatory Commission (“FERC”) as the Electric
Reliability Organization (“ERO”) within the United States. In the United States, the
Corporation has the authority to levy fines and penalties against any of the individual users,
owners and operators of the bulk power system for non-compliance with the reliability
standards that govern the bulk power system. The Corporation has also been recognized as
the ERO by governmental authorities in Canada.

{ the bulk power
and enforces

The Corporation’s mission is to enhance the reliability and secy
system in North America. To achieve that, the Corporat]
reliability standards; monitors the bulk power system;
educates, trains and certifies industry personnel. Entifi¢

compliance with approved Rehablhty Standards becsa d: Y Qd en orceable in the
United States. Reliability standards becaui8 ma W enforcedble i Ontario, Canada
in 2002 and in New Brunswick, Canagl ;

The Corporation is the successor to ic Reliability Council (the
“Council”) which was formedi | November 1965 blackout that

affected the northeastern ’ d/States and Qi o, da. On October 31, 2006, the
greene ' 1 with the Corporation, a New Jersey

Council became the property of the | otporation. All debts, liabilities and obligations of

the Council were also assumed by the“Corporation. The Corporation is organized and

operates as a business league under Section 501(c)(6). The activities of the Corporation are
. directed by an independent board of trustees.

The membership of the Corporation is unique. It is a not-for-profit corporation whose
members include users, owners and operators of the bulk power system, eight regional
entities, large and small end-use customers, state and provincial governmental authorities
and any other interested parties.




North American Electric Reliability Corporation

Notes to Financial Statements
Years Ended December 31, 2010 and 2009

Annually, the board of trustees approves an operating budget for the Corporation that
includes a mechanism to adjust the overall assessments to a Load-Serving Entity (“LSE”)
to maintain a working capital reserve. The Corporation assesses each LSE its proportional
share of the operating budget based on “net energy for load”. On an annual basis, the
assessments to LSEs make up approximately 90% of the total funding for the Corporation.
The Corporation also generates funding from the collection of fees charged for various
services the Corporation provides to the bulk power system industry. These services
include the maintenance of a certification program for system operators, the development
of reports and software programs, and the hosting of workshops to educate the industry on
standards development. '

The Corporation has entered into separate Delegation Agreements,swhich have been
approved by FERC, with eight Regional Entities: Florida Reliability, ;oor'nating Council
(“FRCC”), Midwest Reliability Organization (“MRO”), Northes er Coordmatmg
Council (“NPCC”), Reliability First Corporation (“RFC”), SERC Re i

(“SERC”), Southwest Power Pool Reglonal Entity (“SP P

Delegation Agreements, the Corporation has delegated ¢
and functions to the Regional Entities.

11
The Corporation must annually approve the eight R
them along with its budget and schedule of assess {
for final approval of the budgets and the/
~ has the sole responsibility to invoicgy

tities to FERC
nts.” The Corporation

The financial statements o
accounting in conformity wit}
States of America. Net assets,

ses, gains and losses are classified based on
restrictions The Corporation reports

assets: unrestricted net assets, temporar%2 lyrestricted net assets and permanently restricted
net assets. There were no temporary or permanently restricted net assets as of both
December 31, 2010 and 2009.

Cash and Cash Equivalents

The Corporation considers all highly liquid investments purchased with original maturities
of three months or less to be cash and cash equivalents. The Corporation maintains its cash
balances with one bank. The accounts at the bank are insured by the Federal Deposit
Insurance Corporation. Balances in these accounts may exceed Federally-insured limits
from time to time.



North American Electric Reliability Corporation
Notes to Financial Statements
Years Ended December 31, 2010 and 2009

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates. '

Revenue Recognition
The Corporation recognizes assessment revenue billed to the LSEs on a pro-rata basis over
the calendar year. Fees generated for testing, certifications, services and software,
workshops and other services are recognized when the test is taken, seryiée rendered and/or
workshops are completed. '

Deferred Income , _ i
Deferred revenue represents assessments billed to certain rggiongP entiti received in
advance of the period in which it is earned. Deferred reyénue: i
the period in which it is earned.

Accounts Receivable / !
Accounts receivable are recorded at original invor extimated allowance
for uncollectible accounts. Credit is generally eXtended. o prm basis; thus
accounts receivable do not bear interest, ; f
collectability based on past experigy

{/accounts receivable
ts receivable are recorded

deemed uncollectible are
uncollectible.

Depreciation and Amortizatio;
Depreciation and amortization i
useful lives of the related assets as

he straight-line method over the estimated

Software development 3 years
Furniture and equipment 3-7 years
Leasehold improvements Term of lease or estimated useful

life of the asset, whichever is shorter

Expenditures for maintenance and repairs are charged to operations as incurred while
renewals and betterments are capitalized.



North American Electric Reliability Corporation

Notes to Financial Statements
Years Ended December 31, 2010 and 2009

Income Taxes

The Corporation has received a determination letter from the Internal Revenue Service
concluding that it is exempt from Federal income taxes under Section 501(c)(6) of the
Internal Revenue Code. The Corporation is subject to income taxes on revenues related to
unrelated business activities. The Company is subject to a proxy tax related to
nondeductible lobbying and political expenses incurred. For the year ended December 31,
20102009, the Corporation incurred proxy tax of $27,253. There was no proxy tax
incurred in 2010. ‘

The Corporation is no longer subject to federal and state tax examinations by the respective
taxing authorities for the years prior to 2007.

Subsequent Events
The Corporation has evaluated subsequent events through
financial statements were available for issuance. All sykise
recognition as of December 31, 2010 have been incorporats
statements. ]

)11, the date the

il

2. Property and Equipment

Property and equipment consist of the following at®

Software development . 11)656,536 § 1,136,022
Furniture and equipmeny 1,948,974 1,601,949
Leasehold improveny 442,489 359.996
4,047,999 3,097,967

Accumulated depreciati (2,043.881) _ (1.295.017)
$ 2.004.118 $ 1.802.950

Depreciation and amortization expense
was $748,864 and $575,656, respectively.

of the years ended December 31, 2010 and 2009



North American Electric Reliability Corporation
Notes to Financial Statements
Years Ended December 31, 2010 and 2009

3.

Line of Credit

The Corporation has a line of credit with a bank that expires in June 2011. The line of
credit provides for up to $4,000,000 of availability to be used for working capital needs.
The line of credit accrues interest at prime plus 0.5% (3.75% at December 31, 2010). Total
borrowings under the line of credit may not exceed 70% of the qualified accounts
receivable. The line of credit is collateralized by all existing and future assets and subject
to afiling under the Uniform Commercial Code. As part of the line of credit agreement, the
Corporation must maintain $400,000 in a non-interest bearing account with the lender.
There were no borrowings outstanding at both December 31, 2010 and 2009. At December
31, 2009, the available amount under the line of credit was reduced by an open letter of

credlt of $65,820, which represents a securlty dep051t for the Corporation’s office in
yration is required to

minimum interest coverage ratio.
Deferred Penalty Income
respec‘uvely, resulting from a comphance audlt

serving entities. The penalty is recorded upon e
process was exhausted and the outcome determined.

kil

: 4 1N accordance with -
the timing of the receipt of the i incg A g! or the use of penalty
income to reduce assessments. \

Regional Assessments Colleg

is also billed by the Corporatiag
is based on approved budgets  reg
entities by the Corporation. There edit tisk if the Corporation does not collect the
assessments from LSEs or designees befgré the regional assessments are due to the
regional entities. However, the risk is‘wminimal since the Corporation has the ability to
reassess and rebill in a subsequent period for any uncollected assessments. During 2010
and 2009, the regional assessments were:

2010 2009
Total regional assessments billed to WECC, ERCOT,
individual LSEs and designees $103,151,455 $ 85,719,902
Total regional assessments remitted to regional entities  (103,089,946) _(85.659.060)
Billings over remittances h 61,509 3 60.842



North American Electric Reliability Corporation

Notes to Financial Statements
Years Ended December 31, 2010 and 2009

The Corporation billed and remitted $5,825,218 to WECC related to 2010 regional
assessments prior to December 31, 2009 and $998,202 related to 2011 regional assessments
prior to December 31, 2010.

As of December 31, 2010 and 2009, regional assessments collected in advance and not
remitted to the regional entities, excluding WECC, was $9,748,633 and $8,480,053,
respectively.

6. Deferred Compensation

Agreements and Life Insurance Policies

During 2005, the Council entered into a deferred compensation agree5 ent (the “Deferred
Compensation Agreement”) with a retiring executive that proyided benefits to the
individual upon reaching normal retirement age and was payable &

the retiring employee. Under certain circumstances, benefits we
spouse. The Corporation assumed the liabilities upon merge
January 1, 2007. The present value of the estimated {
December 31, 2007, was accrued using a discount ra
provided for some of the benefit funding through aA ari

-

> ‘?;??Corporatlon will
13. At December 31,

10



North American Electric Reliability Corporation
Notes to Financial Statements
Years Ended December 31, 2010 and 2009

On October 15, 2008, the Corporation entered into various Executive Benefit Agreements
(the “Agreements”) with certain executives and the aforementioned retired executive. The
Agreements supersede and replace all previous written or oral agreements between the
Corporation and these executives. In accordance with the Agreements, while employed by
the Corporation, the executives shall be provided with life insurance coverage, through
individual and/or group policies, providing a death benefit equal to the lesser of three times
base salary or $500,000, or three times base salary depending upon the executives’
employment date. The executives agreed to issue split dollar endorsement agreements with
respect to such policies. The Corporation is the sole and exclusive owner of the
executives’ policies. All policy dividends shall be applied to purchase paid-up additional
death benefits. Certain executives have multiple insurance policies and the Corporation
agreed to pay the premiums on these policies through December 31,,2813, provided the
policies stay in force. Premium costs of the policies will be expenséd as i

the remaining employment terms of the executives. At December/3:
of the policies in which the Corporation is a primary or eg&b
Pursuant to the Agreements described above and other afre
including the policy of the aforementioned retired executiy
including the cash surrender values of $170,014, to certain
December 31, 2010 and 2009, the cash surrenden:

Retiree Medical Benefits
Effective September 1, 2007, the bo
provide retiree medical coveragg
transition retirees and any apd
maximum monthly benefit!i
used in recording the retixe
Administration Actuarial Period;
8%. At December 31, 2010 andn(
$255,359 and $258,408, respectively
statement of financial position. The retirsé medical expense related to this policy was
approximately $26,314 and $31,400, respéctively, for the years ended December 31, 2010
and 2009.

; j:ny and all dependents and
d by the board resolution, up to a

/included the 2004 Social Security
flation rate of 5% and discount rate of
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North American Electric Reliability Corporation
Notes to Financial Statements
Years Ended December 31, 2010 and 2009

7.

Commitments

The Corporation leases office space in Princeton, New Jersey, Washington D.C and
Atlanta, Georgia under non-cancellable lease agreements with expiration dates in 2013,
2022 and 2023, respectively. In addition, in 2009 the Corporation initiated multiple service
agreements for various reliability tools and for a secure alert system used by industry for
monitoring activity and communicating with users of the bulk power system. Approximate
future minimum payments on office lease space and service agreements at December 31,
2010, for the next five years individually and in the aggregate are as follows:

Leased Service
Years Ending December 31, Space Agreements /M Total
2011 $ 939,000 $ $ 2,654,000
2012 2,398,000 4,142,000
2013 2,871,000 7317 000

2014 ' 2,677,000
2015 2,746, OOO
Thereafter

ritiiay

erse calculated ratably
over the lease term and rent pald acg recorded as a deferred rent
obligation in the amount of $163 1d ¥ sember 31, 2010 and 2009,
respectively, and is included K3 agcrued’expenses on the statement of
financial position. i /

Office rent expense for the yé 'S € Goer Y 7, 2010 and 2009, was $959,819 and
$873,646, respectively. <

Defined Contribution Plan

The Corporation sponsors an employee savings 401(k) plan (the “Plan”) whereby eligible
participating employees may elect to contribute up to the Internal Revenue Service Code
402(g)(1) limit. The Corporation contributes a 75% match of the participant’s elective
contribution, provided that the elective contribution does not exceed 6% of eligible
compensation. The Corporation also makes a profit sharing contribution of 10% of the
compensation of all qualifying participants. The additional profit sharing contributions are
subject to the limitation imposed by the Internal Revenue Service Code 401(a)(17). The
Corporation’s expenses related to the Plan for the years ended December 31, 2010 and
2009, were $1,751,791 and $1,784,962, respectively. The contributions accrued as of
December 31, 2010 and 2009, amounted to $1,415,641 and $1,310,942, respectively, and
are included in accrued retirement liabilities in the statement of financial position.
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North American Electric Reliability Corporation

Notes to Financial Statements
Years Ended December 31, 2010 and 2009

9.

Concentration of Credit Risk

The Corporation receives a significant portion of its income from assessments, based upon
“net energy for load”, to LSEs within the eight regions which are located throughout the
United States of America, Canada and a portion of Baja California Norte, Mexico. LSEs
are assessed a proportional share of the Corporation’s operating budget as well as a
proportional share of the operating budget of the regional entity in whose territory the LSE
is located. The Corporation issues quarterly invoices directly to LSEs or, in some
circumstances, designees. With respect to LSE’s located within Texas Reliability Entity
(“TRE”), the Corporation issues a quarterly invoice to Electric Reliability Council of Texas
(“ERCOT™) which then issues invoices to the LSEs in its region, collects the assessments
and remits the funds to the Corporation. The Corporation then remits the regional
assessments to TRE. A similar arrangement exists with respect to LS ’ml: eated within the
Western Electricity Coordinating Council (“WECC”). For LSEsA within the PIM
Interconnection (“PJM”), the Corporation issues invoices to PJA Syes invoices to

the LSEs, collects the assessments and remits the fund The
Corporation then forwards the regional assessment 1d rporation
(“RFC”) the regional entity. The Corporation is ex : and

s from the LSEs or
designees. Based on past history, the Corporati its trade accounts

receivable credit risk exposure is limited.
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North American Electric Reliability Corporaﬁon

Schedules of Expenses
Years Ended December 31, 2010 and 2009

Salaries

Employee costs
Payroll taxes
FICA
NJUC
FUI
Medicare
Employee benefits - medical -
Employee benefits - life/disabitity -~
Employee benefits - officers' }jf¢
Insurance - wopk@rs..eomp
Relocation expdpse
Educational

Retirement and savings plans

Travel and meetings
Meetings
Workshops
Travel
On-line meetings

14

2010 2009
16,878,927 $§ 15,089,582
$ 634,953
58,127
7,173
216,163
1,423,294 1,199,057
108,672 119,531
31,795 93,921
65,555 53,817
117,040 100,625
68,096 85,805
2,830,100 $§ 2,569,172
1,751,791 § 1,784,962
469,140 S 579,987
153,596 144,327
2,046,977 1,883,394
348,422 378,755
3,018,135 $§ 2,986,463




North American Electric Reliability Corporation

Schedules of Expenses

Years Ended December 31, 2010 and 2009

Services

Temporary office services and agency fees

Contract and consultants

Subject matter experts, reliability software tools,

NASPI

IDC

ISN
Independent trustee fees
Search fees
Office and equipment repair/services
Recordkeeping fees
Accounting and auditing fees
Legal fees

Rent

Office costs
Insurance - comryer:
Publications and subscriptions
Dues
Postage
UPS, express mail, etc.
Telephone
Utilities
Copying
Stationery and office forms
Office supplies
Bank charges
Repairs and maintenance
Sales and use tax
Card fees
Internet expenses
Miscellaneous

V Computer - supplies/service contracts
Depreciation and amortization
Provision for bad debts

Federal income tax expense

2010 2009

$ 178,731 252,469
4,581,740 5,251,504
1,658,838 1,679,426
556,685 625,923
818,550 834,475
62,0 179,443
83,679

12,938

137,231

% 664,363 575,629
TS 9,047\12% 9,632,717
$ 959,819 873,646
$ 61,624 67,469
44,381 40,703
31,664 39,937
20,606 27,054
42,948 41,807
272,561 247,138
33,620 -
78,022 65,638
10,985 13,025
118,909 136,043
14,746 9,182
8,362 -
48,280 56,531
74,393 48,007
472,370 277,576
59,796 42,277

$ 1,393,267 1,112,387
$ 137,055 426,358
$ 748,864 575,656
$ 29,438 141,747
$ - 27,253
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Agenda


Board of Trustees 


May 11, 2011 | 8 a.m.–12:00 p.m. ET

The Westin Arlington Gateway


801 Glebe Road


Arlington, VA


703-717-6200


Introductions and Chair’s Remarks

NERC Antitrust Compliance Guidelines and Public Meeting Notice

Consent Agenda* — Approve 


1. Minutes

a. March 10, 2011 Conference Call

b. February 17, 2011 Meeting

2. Committee Membership Appointments and Changes

a. Standing Committee Membership Changes

b. Standing Committee Charter Changes

c. MRC Representatives to the Board Nominating Committee

3. Compliance and Certification Committee Matters


4. Future Meetings

Regular Agenda 


5. Comments by Commissioner John Norris

6. Comments by Commissioner Cheryl LaFleur

7. President’s Report

8. Reliability Standards*

a. Rules of Procedure Appendix 3B – Election Procedure for Members of NERC Standards Committee — Approve

b. Rules of Procedure Appendix 3D – Registered Ballot Body Criteria — Approve

c. ReliabilityFirst Corporation Regional Standards Development Procedure Version 3-b  — Approve

9. Amendments to NPCC Bylaws, Regional Reliability Standards Development Procedure and Compliance Monitoring and Enforcement Program — Approve

10. Northeast Power Coordinating Council, Inc. — Western Electricity Coordinating Council — Compliance Enforcement Authority Agreement — Approve

11. Update to NERC Membership Roster — Approve

12. Regulatory Update — Review

13. Presentation by Don Benjamin, North American Transmission Forum

Standing Committee Reports (Agenda Item 12)*

a. Compliance and Certification Committee


b. 
Critical Infrastructure Protection Committee


c. 

 HYPERLINK "http://www.nerc.com/page.php?cid=1|9|117|134" 

Member Representatives Committee


d. 

 HYPERLINK "http://www.nerc.com/page.php?cid=1|9|117|161" 

Operating Committee


e. 

 HYPERLINK "http://www.nerc.com/page.php?cid=1|9|117|163" 

Personnel Certification Governance Committee 


f. 

 HYPERLINK "http://www.nerc.com/page.php?cid=1|9|117|162" 

Planning Committee  


g. 
Standards Committee


h. 
Electricity Sub-Sector Coordinating Council

Forum and Group Reports (Agenda Item 13)

a. 
North American Energy Standards Board

b. Regional Entity Management Group    


c. 
North American Transmission Forum 

d. North American Generator Forum 

Board Committee Reports 

14. Corporate Governance and Human Resources

15. Compliance

16. Finance and Audit

a. Approve 2010 Audited Financial Statements*

b. Accept Statement of Activities


c. Update on Draft 2012 Business Plan and Budget


d. Report to Board Regarding Review of Financial Aspects of Form 990 (No Board Action Required)

17. Standards Oversight and Technology

*Background material included.

116-390 Village Blvd.


Princeton, NJ 08540


609.452.8060 | www.nerc.com
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Agreement for Northeast Power Coordinating Council, Inc. (NPCC) to perform Compliance Monitoring and Enforcement Functions 

for Western Electricity Coordinating Council (WECC) Registered Functions;

Agreement to Terminate Current CMEP Agreement between NERC and WECC; and Amendments to Delegation Agreements with WECC and NPCC–

Action Required



Action

Subject to the Northeast Power Coordinating Council, Inc. (NPCC) and the Western Electricity Coordinating Council (WECC) obtaining all requisite approvals from their respective Boards, the NERC Board of Trustees is requested to:

(1) approve a proposed “Agreement Between Northeast Power Coordinating Council, Inc. and Western Electricity Coordinating Council Concerning Compliance Monitoring and Enforcement of WECC Registered Functions” (NPCC-WECC CEA Agreement), pursuant to which NPCC will act as the Compliance Enforcement Authority (CEA) with respect to the reliability functions (Reliability Coordinator (RC) and Interchange Authority (IA)) for which WECC is the registered entity in the U.S. portion of the WECC Region (WECC Registered Functions) (Attachment 1 to this Agenda item);



(2)  approve a proposed “Agreement Concerning Termination of ‘Agreement Between North American Electric Reliability Corporation and Western Electricity Coordinating Council Concerning Compliance Monitoring and Enforcement for WECC Registered Functions’” (NERC-WECC Termination Agreement), which will terminate the existing agreement (NERC-WECC CEA Agreement) pursuant to which NERC acts as the CEA for the WECC Registered Functions (Attachment 2 to this Agenda item);



(3)  approve proposed amendments to the Delegation Agreement with NPCC (NPCC RDA) that are necessary in light of NPCC’s entry into the NPCC-WECC CEA Agreement (Attachment 3 to this Agenda item).  Unrelated revisions to Exhibits B-D of the NPCC RDA are separately provided as part of Agenda Item 9 and will be filed separately with the Commission by NERC management; and



(4)  approve an amendment to the Delegation Agreement with WECC (WECC RDA) that is necessary in light of WECC’s entry into the NPCC-WECC CEA Agreement;



all to be filed at the Federal Energy Regulatory Commission (FERC) for approval.







	

Background

As the result of approval of the NPCC-WECC CEA Agreement, the NERC-WECC Termination Agreement, and the related amendments to the NPCC RDA and the WECC RDA, NPCC will assume responsibility for performance of the compliance monitoring and enforcement functions with respect to the RC and IA functions for which WECC is the registered entity in the U.S. portion of the WECC Region, and NERC will cease to perform the compliance monitoring and enforcement functions with respect to the WECC Registered Functions.  NPCC will act as the CEA with respect to the WECC Registered Functions, in a manner similar to how SERC Reliability Corporation (SERC), pursuant to agreements previously approved by the Board and by FERC, acts as the CEA with respect to the reliability functions for which Florida Reliability Coordinating Council (FRCC) and Southwest Power Pool (SPP) are the registered entities within their respective Regions (the SERC-FRCC CEA Agreement and SERC-SPP CEA Agreement, respectively).



NERC entered into the NERC-WECC CEA Agreement, effective January 1, 2009, to act as the CEA with respect to the WECC Registered Functions, in order to address FERC’s concerns about a perceived lack of independence in WECC’s performance of the CEA responsibilities over the reliability functions for which WECC is the registered entity.  NERC continues to act as the CEA for the WECC Registered Functions, pursuant to the NERC-WECC CEA Agreement.  NPCC, WECC and NERC have now negotiated the proposed NPCC-WECC CEA Agreement, pursuant to which NPCC would take over performance of the CEA responsibilities with respect to the WECC Registered Functions.



The NPCC-WECC CEA Agreement (Attachment 1 to this Agenda item) has been developed to follow as closely as possible the existing SERC-FRCC CEA Agreement and SERC-SPP CEA Agreement that have previously been approved by the Board and by FERC and are currently in effect.  The NPCC-WECC CEA Agreement provides for NPCC to be responsible for performing the full range of CMEP activities with respect to the WECC Registered Functions. 



NPCC and WECC have agreed that NPCC will be paid $18,000 per quarter (prorated for any partial quarter) from the Effective Date (i.e., following FERC approval) of the NPCC-WECC CEA Agreement through December 31, 2012 for these services.  For subsequent years, NPCC will develop annual budgets, including an appropriate allocation of NPCC’s General and Administrative (G&A) costs, for its CEA services to WECC, which will be reviewed and approved by NERC and, ultimately, by FERC, in the annual business planning and budgeting process. The approved NPCC budget for its CEA services to WECC will then be included in the assessments to load-serving entities and designees (LSE) in the WECC Region for the budget year.  (Further, this approved budget amount will not be included in the calculation of NPCC’s assessments to LSE                                                                within the NPCC Region). The NPCC-WECC Agreement also provides for a true-up of the budget to NPCC’s actual costs (including an appropriate allocation of its G&A costs) following the budget year, with the resulting over- or under-recoveries of NPCC’s costs to be reflected in the assessments to LSEs in the WECC Region in the second year following the budget year.  Additionally, the NPCC-WECC CEA Agreement allows NPCC to issue a supplemental invoice(s) to WECC during the budget year if NPCC’s actual costs for performing the CEA functions are exceeding the budgeted amount by more than 10 percent.  (The last-described provision is slightly different than the comparable provision in the SERC-FRCC and SERC-SPP CEA Agreements, which allow SERC to issue a supplemental invoice(s) during the year if SERC’s actual costs of performing the CEA functions for either FRCC or SPP exceed the budgeted funding by an amount that is greater than 10 percent of SERC’s budgeted cash reserve.)



In accordance with FERC’s directives with respect to the SERC-FRCC and SERC-SPP CEA Agreements, the NPCC-WECC CEA Agreement specifies that any penalties assessed with respect to a WECC Registered Function will be transmitted to NERC, to be used by NERC as a general offset to NERC’s budget under the Federal Power Act as the Electric Reliability Organization for the following year.



The Initial Term of the current NERC-WECC CEA Agreement ends on December 31, 2013.  In light of the fact that NPCC will presumably be taking over the CEA responsibilities for the WECC Registered Functions in late 2011 or early 2012 (based on the timing of FERC approval), the NPCC-WECC CEA Agreement provides for an Initial Term ending December 31, 2014.  Consistent with FERC’s directives concerning the SERC-FRCC and SERC-SPP CEA Agreements, the NPCC-WECC CEA Agreement will not automatically renew at the end of the Initial Term.  Rather, the NPCC-WECC CEA Agreement provides that if NPCC and WECC wish to renew the Agreement following the Initial Term, they must submit a joint filing requesting renewal to NERC by April 1, 2014; if NERC approves a renewal agreement, it must then also be approved by FERC.



The NERC-WECC Termination Agreement (Attachment 2 to this Agenda item) provides for the termination of the existing NERC-WECC CEA Agreement as of the date that the NPCC-WECC CEA Agreement becomes effective (Termination Effective Date), and for NERC’s participation in the transfer of the CEA responsibilities over the WECC Registered Functions to NPCC.  As of the Termination Effective Date, NPCC will assume responsibility for the performance of all in-process compliance monitoring and enforcement activities with respect to the WECC Registered Functions, with the exception of any settlement negotiations that were already in progress as of April 30, 2011 and have not been completed.  (This reservation is included because it would not be efficient nor productive to turn over to NPCC in-progress settlement negotiations to which NERC and WECC have already devoted significant efforts.)  NERC will transfer to NPCC all documents, records, files and other information necessary for NPCC to assume responsibility for the in-progress compliance monitoring and enforcement matters.  The NERC-WECC Termination Agreement also provides that, within 60 days following the Termination Effective Date, NERC and WECC will jointly review the previous billings by NERC and payments to WECC for NERC’s activities under the NERC-WECC CEA Agreement and will arrive at a final invoice, with any net payment due by one party to the other to be made within 30 days thereafter.



Approval is also requested for related amendments to the NPCC RDA (Attachment 3 to this Agenda item) and a related amendment to the WECC RDA (described below).  These amendments are consistent with amendments to the SERC RDA and to the delegation agreements with FRCC and SPP that were adopted in connection with the SERC-FRCC and SERC SPP CEA Agreements.



With respect to the NPCC RDA: (i) A new subsection 6(j) is proposed to be added, stating: “NPCC may also perform compliance monitoring and enforcement activities outside of the Region shown on Exhibit A, on behalf of NERC and/or other Regional Entities, such activities to be undertaken pursuant to a contract between NPCC and such other Regional Entity that is approved by NERC and the Commission.”  (ii) In Exhibit E to the NPCC RDA, the following new Section 9 is proposed to be added:



9. Costs Associated with Cross-Regional Compliance Monitoring and Enforcement

The costs associated with any Cross-Regional Compliance Monitoring and Enforcement performed by NPCC pursuant to section 6(j) of this Agreement with respect to registered functions of another Regional Entity are to be funded by payments from the Regional Entity contracting with NPCC for such services, in accordance with the contract between NPCC and the other Regional Entity.  Where such a contract has been entered into, NPCC will include a description of the resources it has budgeted to perform such services, and its estimated costs (including appropriate allocation of NPCC’s General and Administrative costs) to perform such services, in each budget year, in NPCC’s annual business plan and budget that is submitted to NERC and the Commission for approval.



With respect to the WECC RDA, the following text is proposed to be added to Exhibit A: “Within the WECC region compliance monitoring and enforcement functions with respect to reliability functions for which WECC is a registered entity are performed by the Northeast Power Coordinating Council, Inc. (NPCC) pursuant to an agreement between NPCC and WECC dated (date).”  (Because only this single, discrete amendment to the WECC RDA is being proposed, an entire redlined WECC RDA has not been included with this Agenda item, but will be filed with FERC.)












Item No. XX

BOT Agenda

May 12, 2011



Update of NERC Membership Roster



Action:  Approve proposed plan for updating the NERC Membership Roster, including the proposed schedule and registration renewal form.



Background



Article II of NERC’s Bylaws directs the Board of Trustees to, from time to time, set a date by which members shall submit their membership renewals. A complete copy of Article II is Attachment 1 to this paper. This is the first time that NERC has renewed its membership roster since the roster was developed in early 2007. The membership renewal will provide an opportunity to correct the roster for out-of-date information. It also provides an opportunity for a member to change the sector in which the entity or individual is registered.



Membership in NERC allows the entity or individual to participate in NERC’s governance. Specifically, the NERC members elect the sector representatives on the Member Representatives Committee. The MRC elects the chair and vice-chair of the MRC, elects the independent trustees on the NERC Board, votes jointly with the NERC Board on amendments to the Corporation’s Bylaws, and provides advice to the NERC Board on the annual business plan and budget and other matters coming before the Board.



Article II, Section 2, of the Bylaws provides that members are required to renew their membership within 30 days of a request by the Secretary, using a form prescribed by the Board. Section 2 further directs the Secretary to remove from the NERC roster any member that has failed to renew the membership within 30 days of a date set by the Board. To implement these provisions, management proposes the following schedule:



June 1, 2011	Corporate Secretary sends registration renewal request to current members.



June 20, 2011		Reminder



July 1, 2011		Deadline for submission of registration renewals.



July 20, 2011		Reminder



August 1, 2011	Board-established deadline, 30 days after which members may be removed from the roster for non-renewal of their membership.



August 15, 2011	Notice of possible removal from NERC membership roster for failure to re-register.



September 1, 2011	Date on which members may be removed from the membership roster for non-renewal of membership.



The extra time in the schedule is to provide time for reminder notices.



Membership in NERC is voluntary and is open to any person or entity that has an interest in the reliable operation of the North American bulk power system. The Bylaws establish two conditions for NERC membership.



(1) A member must agree to accept the responsibility to promote, support, and comply with the purposes and policies of the Corporation as set forth in its Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability Standards as from time to time adopted, approved, or amended. 

 

(2) As an additional condition of membership in the Corporation, each person or entity registering as a member shall be required to execute an agreement with the Corporation, in a form to be specified by the board, that such person or entity will hold all trustees, officers, employees, and agents of the Corporation, as well as volunteers participating in good faith in the activities of the Corporation, harmless, to the extent permitted by Federal or provincial laws, regulations and rules, for any injury or damage to that member caused by any act or omission of any trustee, officer, employee, agent, or volunteer in the course of performance of his or her duties on behalf of the Corporation, other than for acts of gross negligence, intentional misconduct, or a breach of confidentiality. 



Members may register into one of twelve membership sectors:

 

(i) investor-owned utility; 

(ii) state/municipal utility; 

(iii) cooperative utility; 

(iv) federal or provincial utility/power marketing administration; 

(v) transmission-dependent utility; 

(vi) merchant electricity generator; 

(vii) electricity marketer; 

(viii) large end-use electricity customer; 

(ix) small end-use electricity customer; 

(x) independent system operator/regional transmission organization; 

(xi) regional entity; or 

(xii) government representatives. 



Note that this restriction is in contrast to the registered ballot body for standards development, where entities may register in each segment in which they have a business interest. A member may elect to be assigned to any sector so long as membership in that sector is consistent with the member’s business or other activities. A corporation and its affiliates are considered a single member and may register in only one sector, which may be any single sector for which the corporation or any of its affiliates is eligible. A consultant, attorney, agent, vendor, trade or industry association, state, provincial or local consumer advocate organization that provides services to or otherwise represents the interests of the members of one or more sectors may elect to be assigned to one such sector.



Members must renew their registration online. An early step in that process will be to indicate agreement with the two conditions imposed for membership in NERC. No one will be able to complete the membership renewal without agreeing to those two conditions. The online membership application constitutes the written agreement required by the Bylaws. Instructions for using NERC’s online membership application form are included as Attachment 2 to this item. The Board is requested to approve those screen shots substantially in the form presented as constituting the written agreement called for in the Bylaws.



NERC staff will send e-mails and letters to each NERC member on or about June 1 requesting them to renew their membership and update their registration information on file, as appropriate. The letters and email will include the current information that NERC has on file for that entity or individual.  If NERC has not received a response by September 1, the corporate secretary will notify the member that it has been removed from the NERC membership roster. NERC staff will also send reminders as indicated.



Once an entity has been removed from the NERC membership roster, it will no longer be able to participate in elections of sector representatives to the MRC or the chair and vice-chair of the MRC. Those elections take place the October/November time frame. An entity that has been removed may rejoin the membership roster at any time by completing the on-line application. Note that NERC membership is not required to participate or vote in the standards development process.
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	Agenda Item 12a

	Board of Trustees Meeting

	May 11, 2011





Compliance and Certification Committee Report



Action

None

Background 

The Compliance and Certification Committee (CCC) held its March 2011 meeting in Baltimore, Maryland.  The agenda and draft minutes are posted on the NERC Website (http://www.nerc.com/filez/cccmin.html)



The CCC is in the process of reviewing 2010 Self-Certifications received from NERC.  NERC self-certified with respect to:

· Reliability Standards Applicable to NERC

· Organization and Registration Program

· Standard Processes Manual

· Compliance Monitoring and Enforcement Program



The CCC is in the process of revising the criteria for NERC to use in its annual evaluation of the tools used to monitor the Regional Entity activities.



The CCC is preparing for spots checks of NERC’s Compliance Monitoring and Enforcement Program and Reliability Standards applicable to NERC in the fall of 2011.



The CCC has established a task force to identify what actions can be taken to assist in the development of the Risk Based Reliability Compliance effort as set forth in Tom Burgess’s white paper.



The CCC has established a working group to assist NERC and the ISO/RTOs in developing procedures that would allow the ISO/RTOs to involve third parties (to whom it intends to pass along penalties) to be able to receive notice and participate in violation investigations and hearings.



The CCC continued to perform Quality Reviews in support of the Standards Development program.



The CCC is beginning to work with NERC staff in reviewing proposed Rules of Procedure changes anticipated to be made late fall 2011.






Agenda Item 12b




Board of Trustees Meeting




May 11, 2011



Critical Infrastructure Protection Committee Report


Action

None

Background


This report provides a summary of the key activities of the Critical Infrastructure Protection Committee (CIPC) and its associated subgroups in support of the NERC mission and goals and the CIPC charter.  The CIPC meeting minutes for the March 9-10, 2011 meeting are on the NERC website at http://www.nerc.com/filez/cipmin.html. 

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

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

CIPC Executive Committee Review of Draft NERC Alerts.  NERC has re-started to process of providing the CIPC Executive Committee with the opportunity to review draft NERC alerts that are related to CIP matters.  This industry stakeholder review provides NERC with beneficial and quick feedback on draft alerts before they are issued to industry.


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

CIPC Subgroup Highlights


The CIPC has five subgroups and highlights of their work assignments are shown below. 


1. Business Continuity Guideline Task Force (BCGTF).  The BCGTF is currently assigned the task of updating and combining three CIPC business continuity-related guidelines into one electricity sector-specific guideline for industry use.  The TF recently submitted the draft revised guideline to CIPC for comment and is currently reviewing those comments as it prepared a revised draft guideline.

2. Control Systems Security Working Group (CSSWG).  The CSSWG is currently assigned the task of updating and combining nine CIPC control system-related guidelines into one or two electricity sector-specific guidelines for industry use.  The CSSWG has also been assigned the work of the Cyber Attack Task Force (CATF) under the Coordinated Action Plan mentioned above.  Work on the CATF assignment is the top priority of the CSSWG and work is proceeding on schedule.

3. Protecting Sensitive Information Guideline Task Force (PSIGTF).  The PSIGTF is currently assigned the task of updating the CIPC Protecting Sensitive Information Guideline to take into consideration recent developments and to make it more electricity sector-specific. The TF is very close to submitting the draft revised guideline to CIPC for comment.

4. Substation Guideline Task Force (SGTF).  The SGTF is currently assigned the task of updating the CIPC Physical Security Substation Guideline to take into consideration recent developments and to make it more electricity sector-specific.

5. Future working groups or task forces will be created as needed to address other guidelines that need to be updated, to complete work related to the Coordinated Action Plan Report and to provide support to new or ongoing standards development work as requested by the NERC SC.


Agenda Item 12d

Board of Trustees Meeting

May 11, 2011





Operating Committee Report



Action

None



Background

This report provides a summary of the key activities of the Operating Committee (OC) and its associated subcommittees in support of the NERC or OC mission and corporate goals.  All these activities support the NERC or OC mission and NERC corporate goals.  The March 2011 OC meeting minutes are posted at http://www.nerc.com/docs/docs/oc/OC%20Minutes%20-%208-9Mar11.pdf.



Critical Infrastructure Strategic Initiatives: Coordinated Action Plan

The OC was provided status reports from the Severe Impact Resilience, the Spare Equipment Database, and the Geomagnetic Disturbance task forces.



Event Analysis and Investigation Process

The OC received a presentation of lessons learned from the November 4, 2010 Jim Bridger system disturbance in WECC and an overview of the ERCOT grid emergency events that occurred on February 2, 2011.  Following the committee’s discussion of the ERCOT event, the OC unanimously approved a motion to commend the ERCOT operators for their decisive action in shedding load to maintain system security on February 2, 2011.  The effort to have such event based presentations to share timely lessons learned at each NERC OC meeting is a priority for the committee.



Manual Time Error Correction Field Trial

The OC adopted the Time Error Correction Field Test, as outlined by the Resources Subcommittee, predicated on the following:

1. NERC develops correspondence from either the general counsel or the president, informing the FERC that the field test is expected to be implemented on June 11, 2011 and continue until either 1) the test is halted, or 2) modifications to the appropriate standards are made, up to and including retirement of standards.  The correspondence should further explain that, during the field test, compliance with associated NERC standards need to be waived.  NERC and its stakeholders will work with NAESB to determine what actions, if any, may need to occur relative to NAESB standards.

2. NERC completes the time correction field test communications outreach program.

3. During the field test, time error will continue to be monitored but all manual time corrections will cease.




Personnel Certification and Governance Committee

The OC approved a motion stating that the committee does not support the PCGC’s recommended prerequisites for taking the system operator certification examination, because registered entities follow rigorous training programs to ensure that only qualified/certified operators operate the Bulk Electric System.



Situation Awareness FERC, NERC, and the Regional Entities

A representative of the NERC situation awareness team provided the OC with a status report of the SAFNR project.  The OC requested the opportunity to review the SAFNR business case before endorsing the project.



OC Subgroup Highlights

The OC now has 17 subgroups, five of which jointly report to the Planning Committee and the OC.

Joint OC/PC Subgroups Highlights

1. Event Analysis Working Group — The EAWG provided the OC a status report and expectations related to beginning Phase Two of the Event Analysis Process Field Trial.

2. Reliability Metrics Working Group— The OC approved a proposed refinement to the severity risk index. 

3. Integration of Variable Generation Task Force (IVGTF) — The OC endorsed the IVGTF Task 2‐4 (Operating Practices, Procedures, and Tools) report and the IVGTF Task 2‐3 (Ancillary Service and Balancing Authority Solutions to Integrate Variable Generation) report.



Other Subgroup Highlights

1. Operating Reliability Subcommittee — The ORS is considering merging some of its working groups (the RCWG with the ORS and the DFWG with the IDCWG).

2. Resources Subcommittee — The OC accepted the subcommittee’s position paper on frequency response.












Personnel Certification Governance Committee Report



Action

None



New Concepts Being Considered

The Personnel Certification Governance Committee (PCGC) is working on several new concepts, listed below, that would potentially “raise the bar” for gaining and maintaining operator certification credentials.  The committee would welcome board questions and input on these concepts.    

· Establishing additional credential maintenance requirements, possibly based on:

· Specific courses within certain topics

· Courses related to the credential type

· Additional hours within the current total requirements for specific areas of knowledge and skills (based on credential type)

· Increasing the required hours in standards and simulations

· Establishing prerequisites that an operator must meet prior to taking an initial certification exam, such as:

· Education

· Work experience in related fields

· On-the-job experience specific to system operations

· Completion of a set of specific courses in power system operations

· Recommendations from peers or management

· Employment by an electric utility, marketer, or IPP

· Some combination of the above



Changes to the operator certification program require a public posting of proposed changes for comments.  The PCGC is still evaluating these concepts and has not determined which of the above concepts, or possibly others, should be proposed for addition to the program.  The PCGC expects the public posting in the third quarter 2011.



Status of Other Program Activities



2010 Examination Passing Rate
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End of year certification exam pass rate increased from 64.7 percent in 2009 to 69.8 percent in 2010.  The overall pass rate since 1998 is 78.0 percent.  In 2011, a total of 200 exams were taken as if April 15, 2011, with a passing rate of 69.5 percent.  The total number of exams taken on an annual basis is decreasing slightly due to the fact that all older five-year certificates have transitioned to three-year certificates.  



Credential Maintenance (using CE Hours)

The certification program began allowing operators to use CE Hours to maintain their credentials on October 1, 2006.  The table below shows that the number of new certificates issued annually is declining since a significant number of operators now maintain their credentials using CE Hours in lieu of retaking an exam to renew their credential.



		Year

		Credentials Maintained

		New Certificates



		2006

		0

		943



		2007

		109

		729



		2008

		833

		634



		2009

		1,200

		621



		2010

		1,597

		638



		2011*

		582

		139



		Totals

		4,321

		3,704







Increasing Certified Operator Population

The total number of certified system operators with active credentials is 6,182.  The population is expected to remain steady or slightly increase over the next two to three years as new Transmission Operators are registered, which involves staffing their real-time control centers with certified system operators.



Since January 2006 to April 2011, about 2,175 operators have not renewed their certificated.  This is about 24.5 percent of the total number of active operators in our database.  Speculation is that these operators move into positions that 1) do not require NERC-certification, 2) retire, or 3) some other career change.



Development of new certification exams

The Examination Working Group (EWG) is in the process of preparing the new certification exams for each of the four credentials.  Exam release is scheduled for the third quarter of 2011.   



System Operator Demographics

Approximately 4,587 system operators have provided demographic information since collection began in early 2009.  The information is preliminary as three full years are needed to survey the entire system operator population.  NERC is creating a dashboard display that will be updated quarterly to show current trends that are obtained from the demographics collected.  Examples are included in Charts 1, 2, and 3, which provide preliminary metrics for average age of system operators, experience in system operations, and years in current position.





 













Chart 1 – Operator Population Age











The largest age bracket is for ages for system operators is the 46-55 year bracket.  Note that 52 percent of system operators are over 45 and nearing retirement age.   Relatively few younger people (25 and younger) are entering into system operations to fill the ranks of retirees.




Chart 2 – Experience in System Operations











About 61 percent of the certified system operator population has ten years or less experience in system operations, with nine percent having none.  The average experience is 9.2 years with 7.0 years being the median.  Whereas traditionally system operators had many years of system operations experience before entering the profession, the data suggests this is no longer the case.  






Chart 3 - Experience in Position











This chart shows that 67 percent of system operators have five years or less experience in their current position.   Fifty percent of the population has three years or less experience performing their job.  The average experience is 4.8 years in the position.  







By total years in operations

Years: 0	Years:  1	Years:  2	Years:  3	Years:  4	Years:  5	Years:  6	Years:  7	Years:  8	Years:  9	Years:  10	Years:  11	Years:  12	Years:  13	Years:  14	Years:  15	Years:  16	Years:  17	Years:  18	Years:  19	Years:  20	Years:  21	Years:  22	Years:  23	Years:  24	Years:  25	Years:   25+	201	140	113	180	114	165	93	69	91	94	175	69	86	46	33	55	27	31	35	27	78	23	26	31	23	21	292	



By total years on current position

Years:   0	Years:     1	Years:     2	Years:     3	Years:     4	Years:     5	Years:     6	Years:     7	Years:     8	Years:     9	Years:     10	Years:     11	Years:     12	Years:     13	Years:     14	Years:     15	Years:     16	Years:     17	Years:     18	Years:     19	Years:     20	Years:     21	Years:     22	Years:     23	Years:     24	Years:     25	Years:     25+	272	367	277	300	174	207	105	72	100	60	110	47	41	21	12	33	10	9	13	5	12	8	10	5	5	8	55	



By age bracket

 Age:   25 and younger	 Age:   26-35	 Age:   36-45	 Age:   46-55	 Age:   55 or older	141	829	1061	1584	785	
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Planning Committee Report



Action

None



Background 

The Planning Committee (PC) March 2011 meeting minutes, held in Phoenix, AZ are posted at http://www.nerc.com/filez/pcmin.html. The following is a summary of key activities:

New PC Activities – The PC initiated five activities as follows:

1. Whitepaper on SSR/SSCI: When series-compensated transmission lines were put into service, ERCOT recently experienced Sub-Synchronous Resonance (SSR) and Sub-Synchronous Control Instability (SSCI) which can damage generators, The Transmission Issues Subcommittee (TIS) was requested to develop a whitepaper on this system characteristic, as well as a compendium of technical references, to provide industry guidance.

2. PC Strategic Plan: As directed by the PC Chair Tom Burgess, Vice Chair Jeff Mitchell led an ad hoc team to develop a PC Strategic Plan for 2011 through 2016. The enhanced PC Strategic Plan and an updated PC work plan will be presented to the PC for approval in June.  This would serve as the foundation for overall long-term alignment of PC activities, as well as alignment with other technical committees and the NERC Board of Trustees (BOT) strategic direction.  

3. NERC Alert Process: The PC Executive Committee developed a draft proposal to provide technical input into NERC’s Alert documents, closely aligned with a NERC staff draft discussion proposal.  The goal is to develop a consolidated process integrated across the relevant technical committees to provide advice, technical foundation, and implementation suggestions in advance of Alert releases. PC members were asked to provide volunteers for an upcoming NERC geomagnetic disturbance Alert, and the proposed process will be exercised.  

4.  Adequate Level of Reliability refinement: A scope for the Adequate Level of Reliability Task Force (ALRTF) has been drafted. Launching this group awaits guidance from the MRC’s BES/ALR Policy Group.  In June, the ALRTF Scope will be shared with the standing committees to refine the definition of ALR.

5. Frequency Response: The PC Transmission Issues Subcommittee (TIS) is taking the lead in recruiting subject matter experts on frequency response and governor models, and developing the scope for a steering committee on frequency response analysis.  The overall objective is to provide insights and enhancements in planning aspects of frequency response. The scope of this effort is to be developed by early May, 2011. 




Joint OC/PC subgroups highlights:

1. Reliability Metrics Working Group (RMWG): The RMWG is developing an Integrated Reliability Index (IRI) and periodic system reliability reports to communicate the effectiveness of reliability improvement programs.  A proposal on reporting the IRI and the draft system reliability report will be provided to the Operating Committee and PC for review in June 2011.

2. Integration of Variable Generation Task Force (IVGTF):  As called for in the BOT approved work plan, the PC approved the report Methods to Model and Calculate Capacity Contributions of Variable Generation for Resource Adequacy.

3. Geomagnetic Disturbance Task Force (GMDTF):  This effort is a component of the Coordinated Action Plan and Strategic Roadmap for enhancing the bulk power system resilience from geomagnetic disturbances. The GMDTF is developing a list of prevention and mitigation steps to counteract the effects from geomagnetic disturbances. A workshop was held in April 2011. 

4. Event Analysis Working Group (EAWG): Phase I of the Field Trial ended in January 2011. Phase II begins April 15, 2011 and will be supported by a webinar on new procedures providing clarity on event notification/reporting timing, data hold expectations for Category 2 or above events, and Regional Entities processes for complete event analysis reports and compliance self-evaluations for Category 2 and above events.  The Phase II field trial will provide insights on events analysis processes, resulting in timely release of lessons learned that directly lead to improved reliability performance of the bulk power system. 



Other Subgroup Highlights

1. Reliability Assessment Subcommittee (RAS):  The RAS provided the PC a draft scope for a study addressing a Gas\Electric Interdependency Special Reliability Assessment.  The PC was asked to review the draft scope and study design. The RAS is also developing and prioritizing a list of specific emerging issues to be addressed in the 2011 Long-Term Reliability Assessment (LTRA). The PC will complete their risk ranking at the June meeting. The proposed schedule for the web conferences are: 2011 Summer Reliability Assessment (May 13, 2011); 2011 Long-Term Reliability Assessment (October 11, 2011); and 2011/2012 Winter Reliability Assessment (November 8, 2011).

2. Model Validation Task Force (MVTF):  A task team has been formed to review MOD-010 through MOD-015 and prepare recommendations for a SAR.  The team will partner with WECC on a modeling workshop in June, and hold two modeling workshops before the end of 2011.  

3. System Protection and Control Subcommittee (SPCS):  The SPCS is reviewing comments received on the guideline Transmission System Phase Backup Protection and will submit a document for approval at the June meeting. A SPCS sub-team reviewed breaker failure issues, based on the October 10, 2010 Lesson Learned, and related IEEE guides, and concluded that IEEE guidance on this subject is appropriate. The sub-team is drafting a report for consideration at the June 2011 PC meeting. The SPCS also provided technical support and proposed misoperation categories and cause codes to the ERO-RAPA Group, developing a common template for misoperation reporting. 

4. Generating Availability Data System Task Force: (GADSTF) The GADTF developed a report, Mandatory Reporting of Conventional Generation Performance Data, to address reliability-related generation data not currently being reported to Generation Availability Data System (GADS).  Approximately 300 GW of existing and 50 percent of generation added in 2000-2008 do not currently provide reliability-related information to GADS.  Enhancing this reliability data improves insights and assessments of BES reliability metrics and risk/severity. The PC approved the posting of this report for informal industry.  The GADSTF was requested to outline comments received and responses at the June meeting, to inform a potential Section 1600 mandatory data request proposal.

5. Transmission Availability Data System Working Group (TADSWG): The TADSWG is evaluating options for incorporating 100-199 kV data collection based on EIA’s intent to collect such data and anticipated revisions to the BES definition.   The approved timeline for a Rules of Procedure Section 1600 – Requests for Data or Information, may not be responsive to the EIA-411 2014 proposed timeline for collecting 100-199 kV data.  The TADSWG will bring a proposal on how to proceed to the June meeting.  Further, TADSWG will bring a proposal outlining additional analyses, potential additional data collection, and a change in scope to the June meeting.

6. Spare Equipment Database Task Force (SEDTF): This effort is a component of the Coordinated Action Plan and Strategic Roadmap for enhancing the bulk power system resilience from geomagnetic disturbances, along with coordinated cyber and physical attacks. The task force is developing a recommendation on a uniform approach to collecting, storing, and distributing information on long-lead time bulk power system spare equipment. If participation is less than 70 percent after one year, it may be necessary to pursue a Rules of Procedure – Section 1600 Request for Data or Information. 

7. Smart Grid Task Force (SGTF): The SGTF requested input on the modeling functions to support initial elements for distribution and bulk power system components.  The MVTF will be assisting in these areas.
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Standards Committee Report

Action 

None 


Background 

This report provides a summary of the key activities of the Standards Committee (SC) and its associated subcommittees in support of ERO Enterprise goals. The Standards Committee meets monthly and its meetings minutes are posted at http://www.nerc.com/filez/scmin.html.

Revisions to SC Charter and Election Procedure


The SC has proposed a set of changes to both its charter and election procedure. The most significant change to both documents is a modification to the staffing of the SC such that the chair and vice chair are elected to represent the ERO Enterprise as a whole, and not to represent the interests of specific Industry Segments in the Registered Ballot Body.  With this change the chair and vice chair will have no voting privileges within full committee meetings. This change will ensure that all Industry Segments have two SC members who represent their industry segment without any conflict of interest.  


Other changes to the SC Election Procedure are aimed at simplifying the process of filling vacant SC positions that occur outside of the annual election process.  Other changes to the SC Charter expand the scope of responsibilities to include membership on the Board of Trustee’s Standards Oversight and Technology Committee, and an expansion to include responsibility for coordinating with regional standards development.


Implementation of Revisions to Standard Processes Manual


The Standard Processes Manual included several revisions aimed at improving the standard development process, including revisions to project prioritization, modifying the balloting process to involve more stakeholders earlier in the standard development process, and adding a quality review of each proposed standard before it is posted for stakeholder review.


Project Prioritization: The Project Prioritization tool has been well received by stakeholders.  All drafting teams involved in the prioritization have been contacted and each team has been advised to update its project plan.  Teams working on highest priority projects have been directed to update their project schedules to reflect the ability to meet more frequently and move their projects forward more rapidly.  Teams working on projects that are not in the highest category have developed plans to identify whether each team will continue working on aspects of the project without full staff support or will bring its project to a logical stopping point.

Modifications to Balloting:  One of the goals of forcing balloting earlier in the process was to encourage balloters to submit meaningful comments during the early stages of standard development, allowing the drafting team to more fully incorporate industry concerns in the development of the standard.  Under the old process, many balloters did not raise concerns until much later in the process, when the standard was posted for formal ballot and approval. 

Under the new process the size of ballot pools has increased, and more balloters are submitting meaningful comments with their ballots. 


Quality Review: The quality review step that was added to the standard development process is still being ‘fine tuned’ and the SC is monitoring the process to continue to identify areas for additional improvement.  Stakeholder support for this process has been exceptional.  To date more than 80 people have been trained to serve as ‘quality reviewers’ and most of these reviewers are stakeholders who are either lawyers, members of the Compliance and Certification Committee (CCC), or stakeholders with backgrounds that provide an understanding of compliance and audit processes.  We have conducted about 30 quality reviews since the process was implemented, and the observations of the quality review volunteers have led to significant improvements in the standards posted for stakeholder comment. 

Communication Outreach

The Standards and Compliance workshop was held from March 30-April 1, 2011 and was well attended and well received.  The SC’s Communication and Planning Subcommittee assisted in planning the workshop, using feedback from prior workshops as a guide.  To support the goal of reaching out to smaller entities with limited budgets, the workshop was provided either in person or via the web, with 99 people participating through the web.  


The SC’s subcommittees are working with NERC staff to identify improvements to the web pages used to document standards information. 


Interpretations


The SC has developed a detailed procedure to support development of interpretations.  The new procedure provides greater transparency to the interpretation process and includes public posting of the interpretation drafting team roster and meeting agendas and associated notes.   The SC began moving some interpretations forward for processing, starting in April, in support of a goal to have no more than three interpretations posted for stakeholder comment at a time.  High priority is being given to interpretations related to cyber security and other high risk issues.

Adequate Level of Reliability (ALR)

The SC leadership is working with the leadership of other committees in support of an initiative to refine the definition of ALR and identify how to align standards activities to provide clear links to the ALR characteristics and associated metrics.  


Status of High Priority Projects


The chart shown below summarizes the current status of the SC’s High Priority standards projects, as identified in the Reliability Standards Development Plan: 2011-2014 which was approved by the Board on March 10, 2011. 

		Name

		Leadership

		NERC Staff

		Plan Finish

		Est. Finish

		SPM Step

		Status

		Related Standards



		Project 2009-01 Disturbance and Sabotage Reporting

		Robert D. Canada (SoCo)
Brian Evans-Mongeon (Util. Svcs.)

		Stephen Crutchfield

		12/29/11

		12/30/11

		Formal Comment

		The proposed EOP-004-2 standard has been posted for 30 day formal comment period which will end April 8, 2011.

		EOP-004, CIP-001 and CIP-008



		Project 2006-02 Assess Transmission Future Needs

		John Odom, FRCC

		Edward Dobrowolski

		2/23/12

		3/15/12

		Initial Ballot

		The SDT has submitted documents requesting the project be moved to ballot.

		TPL-001 through TPL-006



		Project 2007-03 Real-time Transmission Operations

		James S. Case (Entergy)

		Edward Dobrowolski

		1/26/12

		6/27/12

		Initial Ballot

		The SDT has finished the response to comments and is looking to move forward to ballot.  NERC staff returned the quality review output on 2/1/11 and the SDT is working through those comments. 
FERC staff requested another meeting with the SDT which delayed any move toward ballot pending the results of that meeting.  That meeting was held on December 15, 2010.  The SDT re-convened to discuss the issues raised and decided that no changes are necessary.

		PER-001 & TOP-001 through -008



		Project 2007-06 System Protection Coordination

		Philip Winston, Georgia Power Company

		Al McMeekin

		2/15/13

		3/15/13

		Standard Drafting

		The team met March 1-3 and completed the review of the Quality Review documents, made appropriate revisions, and forwarded the documents to NERC for an informational posting only. Included in the documents for a formal 30 day posting is the supplemental SAR that proposes to expand the scope of the standard to include the coordination of Protection Systems within the Transmission Owner’s own area.  The team received training on the Results-based standards and began drafting the 3rd revision of the standard.

		PRC-001



		Project 2007-17 Protection System Maintenance and Testing

		Charles W. Rogers, Consumers Energy

		Al McMeekin

		11/25/11

		12/16/11

		Successive Ballot

		The SDT submitted the required documents for Quality Review on March 10. 

The SDT met February 15-17 in Atlanta and completed most of the documentation required for submission to the Quality Review Team and eventual posting.  The documents should be forwarded by March 15th.

		PRC-005



		Project 2008-06 Cyber Security Order 706 

		John Lim (Consolidated Edison Co. of New York)

Philip Huff (Arkansas Electric Cooperative Corporation)

		Joe Bucciero

		4/25/12

		4/25/12

		Informal Comment

		The SDT completed its work on developing bright line criteria for Critical Asset identification and the CIP version 4 standards were approved by industry on December 31, 2010.  This set of standards was approved by the BOT in January and it is expected that they will be filed with FERC by February 9, 2011.  
The SDT continues its work on developing a new set of CIP standards in response to FERC Order 706.  This approach represents a significant shift in industry approach and strategy for cyber security.   The new standards were posted for informal industry comment as a package in early May 2010.  A technical workshop was held May 19-20, 2010 to provide the SDT with an opportunity to explain the drafts of the new standards and to gain initial industry input on the drafts.  Based on informal comments and workshop feedback, the team needs to continue working this next set of CIP standards.  At its December meeting the SDT was trained on Results Based Standards and plans to use this template for the next version of the CIP standards.

		CIP-002-2 Critical Cyber Asset Identification
CIP-003-2 Security Management Controls
CIP-004-2 Personnel & Training
CIP-005-2 Electronic Security Perimeter(s)
CIP-006-2 Physical Security of Critical Cyber Assets
CIP-007-2 Systems Security Management
CIP-008-2 Incident Reporting and Response Planning
CIP-009-2 Recovery Plans for Critical Cyber Assets



		Project 2007-09 Generator Verification

		Lee Taylor
Ken Stenroos
Dave Kral

		Stephen Crutchfield

		6/22/12

		2/20/13

		Standard Drafting

		The GVSDT met February 8-10 to revise the proposed standards based on Quality Review feedback.  The team also developed compliance elements and plans to proceed with a formal comment period rather than an informal comment period.  The GVSDT re-submited all documents for another Quality Review by March 25.  The team has a meeting scheduled for May 23-25.

		MOD-024-1
MOD-025-1
MOD-026-1
MOD-027-1
PRC-019-1
PRC-024-1



		Project 2007-02 Operating Personnel Communication Protocols

		Lloyd Snyder

		Joseph Krisiak

		6/8/10

		10/1/12

		Formal Comment

		The OPCP SDT was trained on Results Based standards development. The outcome of the RC SDT effort to define a new NERC Glossary term for "reliaiblity directive" is planned for initial ballot in December 2010. The OPCP SDT agreed to use the definition in its proposed new standard COM-003-1 upon finalization by the RC SDT.
The team is meeting 4-05-11 to draft responses to individual comments on the C of C form. They will also finalize the Standard changes and supporting document to prepare for the QR.

		COM-003-1
P# 2006-06 = COM 1-1, 2-2 SC
P# 2007-03 = PER 001, TOP 001 2,3,4-1,4-1,5,6,7,8 EDD



		Project 2007-12 Frequency Response

		Bill Herbsleb (PJM)

		Darrel Richardson

		5/10/12

		5/10/12

		Standard Drafting

		The formal comment period ended on March 7, 2011.  Compliance information was excluded from this posting.  The SDT met during the week of March 14, 2011 to address comments received from the formal posting.  The SDT is meeting on April 4th and 5th to continue addressing comments received.

		BAL-003-0 Frequency Response and Frequency Bias



		Project 2010-17 Definition of BES

		Pete Heidrich, FRCC
Vice Chair = Barry Lawson, NRECA

		Edward Dobrowolski

		1/2/12

		1/19/12

		Standard Drafting

		The SDT had their first meeting on February 9-11, 2011. A schedule was developed and a plan of action was agreed upon.  The SDT met again on March 2-4, 2011 to work on response to comments.

		CIP-002, COM-001, EOP-004, EOP-005, EOP-006, FAC-008, FAC-010, FAC-011, FAC-012, IRO-001, IRO-002, IRO-003, IRO-004, IRO-005, IRO-006, NUC-001, PER-001, PER-002, PER-003, PER-005, PRC-003, PRC-005, PRC-020, PRC-021, PRC-022, PRC-023, TOP-001, TOP-002, TOP-008, TPL-005, TPL-006; Regional Standards: FAC-501, PRC-004; Definitions: Burden, Critical Assets, Emergency, Facility, Flowgate, Interconnected Operations service, IROL, Nuclear Plant Interface Requirement, Regional Reliability Organization, Reliability Coordinator



		Project 2010-05 Protection Systems

		TBD

		Al McMeekin

		

		

		New

		Awaiting project initiation.

		



		Project 2010-07: Generator Requirements at the Transmission Interface

		Chair: Scott Helyer (Tenaska), Vice Chair: Louis Slade (Dominion)

		Mallory Huggins

		1/18/13

		1/25/13

		Informal Comment

		The team has completed a white paper outlining its plan for standard modifications, and that white paper has been posted on the NERC website for a 30-day informal comment period. The SDT has reached out to various industry groups (Generator Forum, Transmission Forum, EPSA, ELCON, EEI, etc.) to make sure that they know about the comment period. On March 24, Chair Scott Helyer, Vice Chair Louis Slade, Willie Phillips (NERC legal), Jim Hughes (NERC compliance), and I met with about 15 FERC staff, including Bob Snow, Keith O'Neal, and Jonathan First from OGC, to share the content of our white paper and get feedback on both our the technical basis for our proposed plan and the plan itself. FERC staff raised some helpful questions, but on the whole was supportive of our project. We will be doing our best to keep them involved as the project progresses.

		FAC-001, FAC-003, possibly PRC-001 and TOP-001, TOP-002, and TOP-003






	







Electricity Sub-sector Coordinating Council Report 



Action

None

Background 

This report summarizes key activities of the Electricity Sub-sector Coordinating Council (ESCC) in support of the NERC mission and corporate goals related to critical infrastructure. The ESCC consists of a member from the NERC Board of Trustees, NERC’s CEO, five CEO-level executives broadly representative of NERC member organizations, the chair of the NERC Critical Infrastructure Protection Committee (CIPC), and NERC’s Chief Security Officer. The ESCC fosters and facilitates the development of policy-related initiatives to improve the reliability and resilience of the electricity sector, including physical and cyber security. ESCC open meeting minutes are posted at: http://www.nerc.com/filez/escc.html.



Monitoring Progress to Implement the Critical Infrastructure Strategic Roadmap

The ESCC provides guidance and support to the Joint Steering Group[footnoteRef:1] (JSG) and Task Forces assigned under the NERC technical committees to implement the initiatives identified by the Coordinated Action Plan. Given the scope, complexity, and criticality of this work, the Joint Steering Group is coordinating with the Task Forces and the ESCC to monitor progress and keep the NERC Board of Trustees and stakeholders informed. A document, Implementing the Coordinated Action Plan, is available on the NERC website to inform Task Force leaders and their members describing how this work will be coordinated. Progress on the Coordinated Action Plan is a standing ESCC agenda item through 2011.  [1:  The Joint Steering Group (JSG) consists of senior NERC staff and the leadership of the Planning, Operating and Critical Infrastructure Protection technical committees.] 




March 15, 2011 Closed Meeting with Task Force Chairs and Joint Steering Group

On March 15, 2011 ESCC members discussed the status of efforts to implement the initiatives identified in the Coordinated Action Plan with the leadership of the Task Forces and NERC technical committees.

· Geomagnetic Disturbance Task Force

· Cyber Attack Task Force

· Spare Equipment Database Task Force

· Severe Impact Resilience Task Force



	Agenda Item 12h

	Board of Trustees Meeting

	May 11, 2011

The Task Force Chairs provided an overview of the scope of their work and outlined their work plan through 2011. ESCC members asked a number of clarifying questions and discussed approaches to address issues and challenges raised by the Task Forces. This first meeting of the ESCC with the Task Force and Technical Committee leadership demonstrated the ESCC has a process and framework in place to address issues that are raised as the Task Forces proceed with their work.

March 15, 2011 Closed Meeting with Senior Government Officials

During the March 15, 2011 ESCC meeting, ESCC members discussed the critical infrastructure initiatives underway by NERC and the electricity industry with senior officials from the U.S. Department of Energy, Department of Homeland Security, and Department of Defense. Government official expressed support for and appreciation of the extent to which NERC and the industry are taking action.



March 15, 2011 Open Conference Call

During a portion of its March 15 meeting, the ESCC held an open conference call to discuss the status of a number of current security-related issues and progress on the Coordinated Action Plan. Topics included:

· CIP-related legislation activities

· Night Dragon Alert

· NERC 2011 CIP-002 Sufficiency Review Program

· DOE/NIST/NERC Risk Management Framework

· ES-ISAC enhancement



ESCC minutes are available on the NERC web site at: http://www.nerc.com/docs/escc/1-ESCC_OPEN_Minutes_15March2011_draft.pdf



Outreach

In his role as NERC’s President & CEO and Chairman of the ESCC, Gerry Cauley has provided testimony at several recent hearings on matters related to critical infrastructure protection.

· “Priorities for Addressing Risks to the Reliability of the Bulk Power System” – FERC Technical Conference, Washington DC, February 8, 2011

· “What Should the Role of the Department of Defense in Cyber Be?” – House Armed Services Subcommittee on Emerging Threats and Capabilities, Washington DC, February 11, 2011

· “The Electric Infrastructure Security Summit”, Washington DC, April 11-12, 2011

· “The DHS Cybersecurity Mission: Promoting Innovation and Securing Critical Infrastructure” – House Committee on Homeland Security's Subcommittee on Cybersecurity, Infrastructure Protection and Security Technologies, Washington DC, April 15, 2011



Future 2011 ESCC conference calls and meetings are scheduled as follows:

· April 19, 2:00–3:00 pm OPEN conference call

· June 21, 2:00-4:00 pm CLOSED conference call

· August 16 (all-day in-person meeting, NERC’s Washington DC offices)

· October 18, 2:00-3:00 pm OPEN conference call

· November 15, 2:00-4:00 pm CLOSED conference call


MEMORANDUM





To:		NERC Board of Trustees



From:		Mark Bennett

		Chair, North American Generator Forum



Date:		April 26, 2011



Subject:	North American Generator Forum Report

		(May 11, 2011 Board Meeting)





     The North American Generator Forum (NAGF or Forum) appreciates the opportunity to provide this activity update to the NERC Board of Trustees (Board).  Since our last report in February, the NAGF Steering Committee has been focused on three distinct goals: (1) continuing to build on the framework we’ve established by conducting the Forum’s first national, all-members meeting; (2) developing and expanding our outreach and collaborative work; and (3) promoting broader member engagement by creating more opportunities for experience and information sharing.



First NAGF Annual All-Members Meeting



     

     This project presents significant challenges for an organization that, as yet, has no dues structure whose members have been communicating primarily via e:mail and webinars.  Presently, the Steering Committee’s planning discussions are focused on location, contending with facility, food/beverage and AV equipment costs, getting potential speakers and participants to come and supporting Forum member internal requests for travel approval.  To address the last issue, the Steering Committee is working on a brochure describing the Forum’s activities, and the benefits of Forum membership.  



     The brochure will also be used to justify the dues structure that the Forum needs to implement if it is to realize its full potential.  A task force of the Steering Committee is presently working on alternative dues proposals that will be presented and voted on at our annual meeting.  We are also developing ideas for panel discussions, and intend to conduct break-out sessions for newly established working groups in the following areas: solar/wind; compliance programs/cultures; the GOP/TOP project; and operational/reliability excellence.  



     Among the groups whose participation would help provide a meaningful event are regulators, consultants and technical experts, equipment manufacturers and company executives.  It appears that Las Vegas will provide relatively cost-effective conference room, refreshments and accommodations. The tentative dates for the meeting are September 20-21, 2011.







Outreach and Collaborative Work



     

     Don Benjamin of the North American Transmission Forum (NATF) and I have established a schedule of weekly telephone calls to keep ourselves abreast of each Forum’s activities and to discuss possible collaborative work.  Recently, eight NATF members joined the EPRI/NAGF Technical Focus Group, a partnership whose purpose is to monitor and develop assessments of standards under development.  Our objective is to provide updates to Forum members, along with suggested points that they can consider putting in comments.  Through the work of this group we hope to encourage broader participation in NERC’s standards development process, and help ensure that standards applicable to generators provide clear performance measures and reliability benefits.  A meeting of this group is scheduled for July 12 in Maple Grove, Minnesota. 



     On April 19 I provided a presentation on the NAGF to over seventy NATF members participating in their System Protection Workshop.  It was the first occasion when a NAGF member actually joined a NATF meeting.  On April 12 I represented the NAGF at the NERC Update and Consistency Collaborative meeting conducted by Michael Moon.  The participation of NERC staff, enforcement directors and presidents from many of the Regions, along with representatives from the trade associations and both Forums, provides valuable opportunities for meaningful discussions.  



     Finally, regarding our Regional collaboration, the NAGF met with the RFC Compliance User Group in conjunction with the RFC’s compliance conference on March 30.  The NAGF Steering Committee is currently preparing for a Forum meeting in conjunction with NPCC’s compliance workshop on May 10-11.  Also, we have been invited to join a panel during the opening session of NPCC’s workshop to present the generators’ perspective on reliability excellence.  It is our intention to expand to other Regions as well, resources permitting.





Promoting Information and Experience Sharing



     

     Among the initiatives the Steering Committee is committed to is for us to conduct monthly webinars to keep generators informed of current NERC and Regional developments.  Consistent with the Steering Committee’s goal to promote broader member engagement, on March 28 we conducted a webinar entitled “Upcoming Comment Opportunities”.  The topics included: the BES definition; the GO/TO White Paper; Impact Event Reporting and System Operator definition.  



     The co-chair of the BES drafting team and the chair of Project 2010-07, Generator Requirements at the Transmission Interface, joined to explain the status of their efforts and answer questions.  Ninety-three Forum members participated; eleven followed up and submitted comments.  Our next webinar is scheduled for May 16, and will address Critical Infrastructure Protection and Geomagnetic Disturbances.  We have invited Scott Mix and Don Benjamin to participate in the discussion. 



     Finally, last month an article about the NAGF appeared in several Platts publications, including Megawatt Daily. (See attached, reprinted with permission from the publisher).  The article mentions the developing working relationship of the NAGF with the NATF, as well as NERC and the Regions, and a supportive comment from Dave Nevius, which we very much appreciated.  
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   REMG

      REGIONAL ENTITY MANAGEMENT GROUP



		SARAH ROGERS – FRCC

		ED SCHWERDT – NPCC

		SCOTT HENRY – SERC

		LARRY GRIMM – TRE



		DAN SKAAR – MRO

		TIM GALLAGHER – RFC

		STACY DOCHODA – SPP

		MARK MAHER – WECC







Date:  			April 18, 2011



Memo to:		NERC Board of Trustees



From:			Tim Gallagher, REMG Chair



Subject:		Regional Entity Report for the May Board Meeting



BES DEFINITION



The Regional Entities strongly support NERC’s efforts to develop a single definition of the Bulk Electric System (BES) and the technical criteria associated with any exemptions via the standards development process as well as a process for exemptions via the NERC Rules of Procedure.  Regional staff members are chairing both efforts and we are pleased with the progress made to date.  Regions affected by the new definition will work with their registered entities to develop appropriate transition plans for impacted facilities to come into compliance. 



ADMINISTRATIVE CITATION PROCESS 


The Regional Entities are encouraged by the progress made in moving less serious, administrative violations of Reliability Standards through the enforcement process more quickly by making use of NERC’s Administrative Citation Process (ACP).  We continue to work together with NERC to fine tune the eligibility requirements for a violation to be considered for this new process.  The Regions are also working with NERC to seek even greater efficiency by driving the benefits of the ACP to not only the interface between NERC and FERC but also the early stages of interaction between the Regional Entities and the registered entities.   We also continue to work with NERC to seek additional gains in the efficiency of compliance and enforcement activities to better manage our caseloads and provide greater certainty to registered entities.

 

REGIONAL DELEGATION AGREEMENT METRICS



NERC and the Regional Entities have worked collaboratively on an initial draft set of metrics that are on the MRC agenda.  Within the ERO One Enterprise model, the Regional Entities are committed to the effective and efficient execution of their delegated responsibilities with the shared objective of enhancing overall international interconnected bulk power system reliability and we recognize the value and necessity of metrics to properly measure and report on the achievement of the same.  



RELAY MISOPERATION ANALYSIS



Relay misoperations and their analyses remain an issue of high import across the Regional Entities and NERC.  To better achieve consistent analysis, the Regions and NERC have collaborated on a common definition of what constitutes a relay misoperation for both reporting and analyses purposes.



FACILITY RATINGS ALERT



The Regions continue to provide support to NERC in reviewing and assessing plans submitted in response to NERC’s Alert regarding facility ratings.  The industry response has been very high to this Alert and there is much follow-up work to be completed.



2012-2015 BUDGETS AND BUSINESS PLANS	



The Regions collaborated with NERC on common assumptions for the 2012 business plans and budgets so that we may develop the different plans from a common foundation.  All Regions have developed initial drafts of their respective budgets and business plans for their Boards to consider.  These documents will be sent to NERC for public review and NERC consideration, with an anticipated final approval sometime later this summer.  
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Report to the NERC Board of Trustees

May 11, 2011

A summary of recent Forum activities that relate to NERC.

Forum Metrics Program in Tune with TADS

The Forum’s metrics program collects line and substation event data from all Forum members. For now, the Forum collects the same information as NERC’s TADS. Our database is compatible with NERC’s, and Forum members can easily transfer data from one to the other. The Forum’s metrics database allows all Forum members to see each other’s data. Our director of metrics, Chris Johnson, works one-on-one with our Forum members to help them enter their data into our webTracker, and, ultimately, into TADS.

Later this year, we plan to expand webTracker to include more types of equipment, but will continue to keep the TADS datasets in webTracker compatible with webTADS. That means that whenever NERC changes the database structure or features, the Forum must do the same, and we work closely with Jim Robinson on the NERC staff to make sure that happens.

[image: ]Staying Current with NERC Standards

Our practice groups (see list at right) hold monthly Web meetings, and always discuss the NERC standards under development. It’s common for one or more members of a NERC drafting team review the current drafts and schedule for comments and ballots, and the Forum provides areas in its Web site where members can post their comments for others to see.

The Forum per se does not comment on NERC standards, and our members are free to provide whatever comments they wish and cast their ballots as they chose. However, by providing our members time to discuss drafts with the drafting team members and a place to share their comments before they submit them to NERC, the Forum helps bring the “wisdom of crowds” to the standards process.

Geomagnetic Disturbances

With the 24th solar cycle underway and expected to peak in May 2013, NERC recently prepared an advisory on GMDs, and Mark Lauby asked the Forum for suggestions on the draft. We collected comments from 14 of our members, mostly those in the northern latitudes, and provided a “markup” of the most salient suggestions to Mark for his consideration. We hope NERC will continue to ask the Forum for suggestions on draft alerts, and will do our best to provide comments quickly.
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116-390 Village Blvd.

Princeton, NJ 08540

609.452.8060 | www.nerc.com



February 17, 2011 | 8:00 a.m.-12:00 p.m. MT

Hyatt Regency Phoenix

122 N. Second Street

Phoenix, AZ



Chairman John Q. Anderson called to order a duly noticed meeting of the North American Electric Reliability Corporation Board of Trustees on February 17, 2011 at 
8 a.m., local time, and a quorum was declared present.  The announcement, agenda, and list of attendees are attached as Exhibits A, B, and C respectively. He welcomed to the board newly elected independent trustee Roy Thilly. 



NERC Antitrust Compliance Guidelines

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



Executive Session

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



Consent Agenda 

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



Minutes

The board approved the following draft minutes (Exhibit D):

· January 24, 2011 – Conference Call

· January 7, 2011 – Action Without a Meeting

· December 16, 2010  – Conference Call

·  November 19, 2010 – Conference Call

· November 4, 2010 – Meeting, Atlanta, GA

	






Committee Membership Appointments and Charter Changes

The board approved the proposed nominations to the membership of the Personnel Certification Governance Committee, the Compliance and Certification Committee, and the Critical Infrastructure Protection Committee (Exhibit E).  



Future Meetings

The board approved February 22-23, 2012 in Phoenix, Arizona as a future meeting date and location.  

 

President’s Report

Mr. Cauley opened his report by addressing and clarifying his remarks regarding the LIDAR presentation from the Member Representatives Committee meeting.   Mr. Cauley believes the report was exceptional and that it was an exceptional response from the organization.  His enthusiasm towards the report is due to the responsiveness and aggressiveness to the issue at hand not stating the industry should be taking lines out of service.  Mr. Cauley stated his intention is to endorse sustainable maintenance inspections. 



In addition, Mr. Cauley stated that NERC continues to move toward better standards and better standards development processes.  NERC is on a solid platform with its collaboration efforts with the federal government and industry that will enhance the credibility of NERC and secure the North American grid, he said.   Mr. Cauley also provided an overview of the FERC February 8 technical conference on reliability noting the high value of the day-long conference.  



Mr. Cauley ended his report expressing his hope that there could be a “State of Reliability” update provided to the Commission by NERC and FERC’s Office of Energy Reliability on an annual basis. 



[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Status Report on NERC’s Relations in Canada

Mr. Ric Cameron, NERC’s Canadian affairs representative, gave a presentation highlighting activities in the eight Canadian provinces.  Mr. Cameron provided a background history for context, reported on the state of play on reliability and NERC priorities across Canadian jurisdictions, and ended his report addressing the issues presently at play in Canada.  Mr. Cameron’s presentation is attached here as Exhibit F.



Election and Appointment of Officers 

On the motion of Bruce Scherr, the board elected the following officers for 2011: John Q. Anderson as Chairman of the Board; Tom Berry as Vice Chairman; and Gerry Cauley as President and Chief Executive Officer.



On the recommendation of CEO Gerry Cauley and the motion of Ken Peterson, the board appointed the following additional officers:

· David Nevius, Senior Vice President

· Tom Galloway, Senior Vice President and Chief Reliability Officer



· David Cook, Senior Vice President, Corporate Secretary and General Counsel

· Michael Walker, Senior Vice President and Chief Financial and Administrative Officer

· Lynn Costantini, Vice President and Chief Information Officer

· Herb Schrayshuen, Vice President and Director of Standards

· Mark Weatherford, Vice President and Chief Security Officer

· Janet Sena, Vice President and Director of Policy and External Affairs

· Mark Lauby, Vice President and Director of Reliability Assessment and Performance Analysis 

· Julie Morgan, Assistant Secretary and Assistant Treasurer



ERO Enterprise Strategic Direction 

Gerry Cauley reviewed the ERO’s vision and strategic direction through 2015.  Mr. Cauley cited seven goals: 



Goal 1: The ERO will have clear, results-based reliability standards that provide for an adequate level of bulk power system reliability.



Goal 2: Bulk power system owners, operators, and users will demonstrate sustained cultures of learning and reliability excellence, built upon underlying foundations of compliance and effective risk management and mitigation.



Goal 3: The ERO will develop and maintain effective reliability performance measures and will continue to develop high quality reliability assessments based on long range and seasonal forecasts, as well as emerging issues.



Goal 4: Bulk power system owners, operators, and users will effectively manage risks from cyber and physical attacks and other high-impact, low-frequency events.



Goal 5: The ERO will balance the role of being a strong, independent enforcement authority, with one of providing owners, operators and users timely and transparent feedback on compliance and effective incentives for improving reliability.



Goal 6: NERC and the regional entities will execute statutory functions in a collaborative enterprise and thereby achieve efficiencies and effective process controls while leveraging the expertise of staff and reliability stakeholder resources.



Goal 7: The ERO will maintain an exceptional reputation as the trusted leader of the reliability community and instill a high degree of confidence in the reliability of the bulk power system.









Mr. Cauley stated that there are objectives assigned to each goal to provide direction and aid in successful achievement of each (full report attached here as Exhibit G).  



Chair Anderson asked the Trustees for comments. Several trustees provided comments and recommendations to Mr. Cauley ending with the consensus that it is a well thought out plan and good direction for NERC to follow.  



Reliability Standards

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



Project 2007-04 – Certifying System Operators

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



RESOLVED, that the board approves the proposed PER-003-1 – Operating Personnel Credentials Standard; 



FURTHER RESOLVED, that the board approves the associated implementation plan, which provides the following:



(1) The retirement of the PER-003-0 Reliability Standard upon the effectiveness of PER-003-1; and

 

(2) An effective date of the first calendar day of the first calendar quarter twelve months after applicable regulatory approval in those jurisdictions where regulatory approval is required, or, in those jurisdictions where no regulatory approval is required, the standard shall become effective on the first day of the first calendar quarter twelve months after Board of Trustees adoption;  



FURTHER RESOLVED, that the board approves the proposed Violation Risk Factors and Violation Severity Levels for the proposed PER-003-1 Reliability Standard;



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



Project 2009-17 – Interpretation of PRC-004-1 and PRC-005-1

On motion of Bruce Scherr, the board approved the following resolutions:



RESOLVED, that the board approves the proposed interpretations PRC-004-1 – Analysis and Mitigation of Transmission and Generation Protection System Misoperations, Requirements R1 and R3, and PRC-005-1 – Transmission and Generation Protection System Maintenance and Testing, Requirements R1 and R2, requested by Y-W Electric Association and Tri-State Generation and Transmission Association; 



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



Standards Development Program Prioritization for 2011-2013

Following extended discussion of the prioritization of standards development, the consensus of the board was to endorse the prioritization efforts and approach being following by the Standards Committee. The board will consider formal approval of the 2011-2013 standards development plan during a conference call meeting to be held in March 2011.



CIP-001-1 – Sabotage Reporting TRE Regional Variance 

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



RESOLVED, that the board adopts Texas Reliability Entity’s proposed regional variance to CIP-001-1 – Sabotage Reporting, Section E, that expands the applicability of the continent-wide standard to include Generator and Transmission Owners within the Texas Interconnection; 



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



Project 2010-11 – TPL Table 1, Footnote b 

On motion of Jan Schori, the board approved the following resolutions:



RESOLVED, that the board approves the following proposed reliability standards and associated documents:



(1) TPL-001-1 – System Performance Under Normal (No Contingency) Conditions (Category A); 



(2) TPL-002-1b – System Performance Following Loss of a Single Bulk Electric System Element (Category B); 



(3) TPL-003-1a – System Performance Following Loss of Two or More Bulk Electric System Elements (Category C); and 



(4) TPL-004-1 – System Performance Following Extreme Events Resulting in the Loss of Two or More Bulk Electric System Elements (Category D);



FURTHER RESOLVED, that the board approves the associated implementation plan, which includes:



(1) Retirement of TPL-001-0.1, TPL-002-0b, TPL-003-0a, and TPL-004-0 upon the effectiveness of TPL-001-1, TPL-002-1b, TPL-003-1a, and TPL-004-1; 





(2) The application of revised Footnote ‘b’ in Table 1 will take effect on the first day of the first calendar quarter, 60 months after applicable regulatory approval.  In those jurisdictions where no regulatory approval is required, the effective date will be the first day of the first calendar quarter, 60 months after Board of Trustees approval; 



(3) The existing Footnote b remains in effect until the revised Footnote b becomes effective; 



(4) All other requirements remain in effect in accordance with the effective date provisions of previous approvals;  



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



PRC-023 – Relay Loadability

Mr. Schrayshuen provided a status report on the relay loadability project, which will be presented to the board for action at a future meeting.



Bulk Electric Power System Definition – Policy Issues and Questions

Trustees engaged in a discussion of some of the policy issues and questions related to the proposed BES definition changes. Mr. Cauley advised the board of a creation of an MRC task force that will work on certain of the policy issues associated with the proposed change in definition.



Transmission Availability Data System (TADS) Event Type Data Collection 

Mr. Mark Lauby, vice president and director of reliability assessment and performance analysis reviewed the proposed expansion of the Transmission Availability Data System (TADS) Event Type data collection, as approved by the Planning Committee in December 2010.  On motion of Gerry Cauley, the board approved the following resolutions: 



RESOLVED, that the board approves the expansion of the Transmission Availability Data System (TADS) Event Type Data collection, which was approved by the Planning Committee in December 2010 and specific changes are detailed in the TADS Working Group letter to Planning Committee dated November 12, 2010 (http://www.nerc.com/docs/pc/tadswg/PC_Agenda_Item_6.i.1_-_TADSWG_letter_to_PC.pdf);



FURTHER RESOLVED, that the board directs that this enhanced data collection will commence on January 1, 2012. 



Nebraska Entities’ Request to Transfer Compliance Registration 

Mr. Cook reviewed the request of Nebraska Public Power District (NPPD), Omaha Public Power District (OPPD), City of Hastings, and City of Grand Island (collectively, Nebraska Entities) to transfer their compliance registration from the Midwest Reliability 



Organization (MRO) to Southwest Power Pool Regional Entity (SPP RE) stating possible outcomes would include approving the request for a transfer and amendment of the two delegation agreements that NERC has with SPP RE and MRO, approving the request with conditions, or denying the request. 



Representatives of SPP RE (Stacy Dochoda) and NPPD (Tim Arlt) then presented their views to the trustees orally in favor of amending the delegation agreements and approving the transfer request.  Representatives of MRO (Dan Skaar) and Lincoln Electric System (Doug Curry) then presented their views orally to the trustees in opposition to amending the delegation agreements and approving the transfer request. SPP RE also provided further comments in rebuttal.



Trustees then engaged in an extended discussion of the issues, including asking questions of the parties to further explain their positions. Following that extended discussion, Ken Peterson moved to approve the proposed transfer and the proposed amendments to the two delegation agreements, subject to the conditions contained in the draft decision previously circulated to the board. Five trustees voted in favor of the motion; six trustees voted against the motion. Roy Thilly recused himself from participation in the matter. The motion failed, and the board did not approve the proposed request for a transfer of registration or the proposed amendments to the delegation agreements with MRO and SPP RE.



Compliance Filing re Regional Delegation Agreements 

David Cook reviewed the Compliance Filing in Response to October 21, 2010 Order

Approving Revised Delegation Agreements.  On motion of Bruce Scherr, the board approved the following resolutions:



RESOLVED, that the board approves the compliance filing in response to the Federal Energy Regulatory Commission’s October 21, 2010 Order Approving Revised Amended and Restated Delegation Agreements, including revisions to the delegation agreements, to the bylaws of FRCC and MRO, and to NERC’s Rules of Procedure, substantially in the form set out in Attachments 1, 2, 3, 4, and 5 to the agenda background material; 



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



Amendment to WECC Compliance Monitoring and Enforcement Program

Mr. Cook then reviewed the proposed amendment to the WECC Compliance Monitoring and Enforcement Program for inclusion in the compliance filing in response to the October 21, 2010 Order approving the Revised Amended and Restated Delegation Agreements. On motion of Paul Barber, the board approved the following resolutions:



RESOLVED, that the board approves the proposed amendment to the WECC Compliance Monitoring and Enforcement Program for inclusion in the compliance filing in response 





to the October 21, 2010 Order approving the Revised Amended and Restated Delegation Agreements; 



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



Committee, Group, and Forum Reports 



Compliance and Certification Committee

Chair Clay Smith’s report summarized the key activities of the Compliance and Certification Committee (CCC) and its associated subgroups in support of the NERC mission and goals and the CCC charter.  Mr. Smith  reviewed that the CCC completed two spot checks at NERC’s Princeton headquarters and that applicable reports have been prepared, reviewed with NERC staff and submitted to the board.  Further, Mr. Smith reviewed that the CCC is developing criteria for two more spot checks this year.  The CCC and NERC will be meeting to discuss how the process is working and if the right categories are being identified and reviewed. Mr. Smith’s full report is attached as Exhibit H.

 

Critical Infrastructure Protection Committee

Barry Lawson, Chair, provided a brief overview of the summary report presented to the board in advance of the meeting (attached as Exhibit I).  Highlights of the CIPC activities are:

1. Business Continuity Guideline Task Force (BCGTF). The BCGTF is currently assigned the task of updating and combining three CIPC business continuity-related guidelines into one electricity sector-specific guideline for industry use.

2. Control Systems Security Working Group (CSSWG). The CSSWG is currently assigned the task of updating and combining nine CIPC control system-related guidelines into one or two electricity sector-specific guidelines for industry use. The CSSWG has also been assigned the work of the Cyber Attack Task Force under the Coordinated Action Plan mentioned above.

3. Protecting Sensitive Information Guideline Task Force (PSIGTF). The PSIGTF is currently assigned the task of updating the CIPC Protecting Sensitive Information Guideline to take into consideration recent developments and to make it more electricity sector specific.

4. Substation Guideline Task Force (SGTF). The SGTF is currently assigned the task of updating the CIPC Physical Security Substation Guideline to take into consideration recent developments and to make it more electricity sector-specific. 



Member Representatives Committee

Chair Ed Tymofichuk reported to the board a summary of the matters presented during the Member Representatives Committee.   





Operating Committee

Chair Sam Holeman provided a summary report on the key activities of the Operating Committee (OC) and its associated subcommittees in support of the NERC and OC mission and corporate goals.  The full report is attached as Exhibit J.



Personnel Certification Governance Committee 

The Personnel Certification Governance Committee written report is attached as Exhibit K.  



Planning Committee

Chair Tom Burgess reported on the key activities of the Planning Committee (PC) and its associated subcommittees in support of the NERC and PC mission and corporate goals.  The full report is attached as Exhibit L.



Regional Entity Management Group

Tim Gallagher, reported on the key activities of the Regional Entity Management Group highlighting such areas as Standards, Compliance, improving the Events Analysis process, implementation of the ERO Enterprise.  Mr. Gallagher stated The Regional Entities are committed to working with NERC to implement the ERO enterprise in

2011 for the purpose of improving reliability and better working with registered entities. 

Regional Entities and NERC will continue to drive toward a common understanding of their roles, responsibilities and relationships within “The ERO Enterprise”.  Mr. Gallagher stated the overarching goal is to seek consistency and efficiency where it makes sense for registered entities.  The full report is attached as Exhibit M.



Standards Committee

Chairman Allen Mosher provided a brief overview of the Standards Committee activities.  Mr. Mosher affirmed that the committee is striving to complete and improve the standards process while ensuring quality, technically sound standards.  Mr. Mosher thanked the board for its endorsement of the Standards Prioritization Tool and believes it is a step in the right direction. A draft work plan was submitted by the committee to the Standards Oversight and Technology Committee and received the board committee’s endorsement. Mr. Mosher reported that results-based standards are ongoing and will be submitted in 2011.   The Standards Committee also looks forward to increasing its working relationships with the Operating, Planning, and CIPC committees to ensure their technical products align with the standards. Finally, Mr. Mosher reported that the Standards Committee has an annual election of 2-year terms and currently there are two open vacancies, which are listed on the NERC website and open for nominations.  



Electricity Sub-Sector Coordinating Council

Chair Gerry Cauley summarized the key activities of the Electricity Sub-sector Coordinating Council (ESCC) in support of the NERC mission and corporate goals related to critical infrastructure. The ESCC’s full report to the board is attached as Exhibit N.





North American Transmission Forum

Mr. Don Benjamin reported on the North American Transmission Forum in the areas of Facility Ratings Alert, Cybersecurity, NERC Standards and Metrics.  Mr. Benjamin reviewed the Forum’s mission and that it now encompasses 65 members as of the end of January 2011.  The Forum is organized around four programs: Practices, Peer Reviews, Metrics, and Information Sharing.  The full report to the board is attached as Exhibit O.



North American Generator Forum

Mr. Mark Bennett provided the first report to the board of the North American Generator Forum.  Mr. Bennett reviewed that since its founding in August 2009, the NAGF has made substantial progress, thanks to the efforts of many individuals.  For its initial report, Mr. Bennett summarized the steps taken to launch the NAGF, explained the key aspects of their charter, the nature of their membership and activities, and their progress to date and objectives for 2011. The full report to the board is attached as Exhibit P.

  

Board Committee Reports 



Corporate Governance and Human Resources

Chair Janice Case provided a summary report of the meeting of the CGHRC on February 16. 



On the recommendation of the Corporate Governance and Human Resources Committee and the motion of Janice Case, the board approved the following board committee assignments for 2011, noting that Board of Trustees John Q. Anderson is 

		Ex officio to all.

		







		Finance and Audit Committee

Fred Gorbet, Chair

Tom Berry

Dave Goulding

Roy Thilly





		Compliance Committee

Bruce Scherr, Chair

Vicky Bailey

Paul Barber

Fred Gorbet

Ken Peterson

Jan Schori



		

Corporate Governance & Human Resources Committee

Janice Case, Chair

Vicky Bailey

Jan Schori

Roy Thilly

		

Standards Oversight & Technology Committee

Ken Peterson, Chair

Paul Barber

Tom Berry

Dave Goulding

Bruce Scherr



		







Nominating Committee

Dave Goulding, Chair

Vicky Bailey

Paul Barber

Tom Berry

Janice Case

Fred Gorbet

Roy Thilly



5 MRC Representatives



		





On motion of Janice Case, the board approved the proposed revisions to the mandate of the Board Compliance Committee, in the form attached as Exhibit Q.



On the recommendation of the Corporate Governance and Human Resources Committee and the motion of Janice Case, the board approved the following resolution:



RESOLVED, that on recommendation of the Corporate Governance and Human Resources Committee, the board authorizes the 2010 contribution equal to 10% of eligible compensation (salary and bonus) to the defined contribution plan for all eligible employees for the plan year ending December 31, 2010.



Compliance

Chair Paul Barber provided a brief report and overview of the activities of the Compliance Committee.  Chair Barber reported that it would be his last meeting as Chair of the Compliance Committee and he appreciated the full support of the board, NERC, and industry representatives.  Mr. Barber wished incoming Chair Bruce Scherr all the best and committed his continued support to the committee.  



Chair Anderson thanked Mr. Barber for his outstanding contributions to the committee and for its success to date. 


Finance and Audit

Chairman Fred Gorbet provided a summary report of the meetings of the Finance and Audit committee. 



On motion of Fred Gorbet, the board adopted the following resolution:



	RESOLVED, that the board accepts the Unaudited Year-End Financial Statements of NERC and the eight Regional Entities.










Standards Oversight and Technology

Chair Ken Peterson reported on the activities of the first meetings of the Standards Oversight and Technology Committee (SOTC).  The committee heard a report from Standards Committee Chair Allen Mosher on the Standards Committee Strategic Goals for 2011, as well as a report from Herb Schrayshuen on the Standards Program Prioritization Process and Results noting that this item was changed from discussion to acceptance and recommendation to the board, which as noted earlier in the meeting was approved. Chair Peterson also reported that the SOTC met in closed session where Ms. Lynn Costantini reported on NERC’s portal security and technology infrastructure planning.  Mr. Peterson noted there is a lot of work to do and the committee is committed to fulfilling its obligations.

 

Closing

Chair Anderson stated he and the entire board fully believe in and are committed to the ERO model and look forward to the continued collaboration with FERC and the industry. He reconfirmed that the policy input is beneficial to the board and is read and requests that the industry members continue to submit their comments.

 

Adjournment

There being no further business, Chair Anderson terminated the meeting at 11:56 a.m.



Submitted by,

[image: CookDavid]

David N. Cook

Corporate Secretary
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116-390 Village Blvd.

Princeton, NJ 08540

609.452.8060 | www.nerc.com



March 10, 2011 | 2 p.m. EST





Chairman John Q. Anderson convened a duly noticed open meeting by conference call 

of the Board of Trustees of the North American Electric Reliability Corporation on 

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]March 10, 2011 at 2:00 p.m., EST.  As required by the bylaws of the Corporation, dial-in listen-only access was provided to members of the Corporation and the public for the meeting.  The agenda is attached as Exhibit A.



Trustees present on the call in addition to Chairman Anderson were Vicky Bailey, Paul Barber, Tom Berry, Janice Case, Fred Gorbet, David Goulding, Ken Peterson, Bruce Scherr, Jan Schori, Roy Thilly and President and CEO Gerry Cauley. Also present were Allen Mosher, chair of the Standards Committee, and Dave Nevius, Tina McClellan, Herb Schrayshuen, Phil Tatro, David Taylor, Tom Galloway, Mallory Huggins, Holly Hawkins, and David Cook of NERC staff.  Additional attendees are listed in Exhibit B.  



Antitrust Compliance Guidelines

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



Standards Development Plan

Herb Schrayshuen presented the updated 2011-2013 Standards Development Plan. Following discussion among the trustees, on motion of Ken Peterson the board approved the updated plan and directed staff to file the updated plan with the Federal Energy Regulatory Commission and applicable governmental authorities in Canada for informational purposes.



Supplemental Violation Severity Level Modifications

Herb Schrayshuen presented supplemental modifications to NERC’s March 5, 2010 Violation Severity Level filing. On motion of Dave Goulding, the board approved the supplemental modifications for filing with FERC.






Critical Infrastructure Protection VRFs and VSLs

Herb Schrayshuen presented for approval the comprehensive list of violation risk factors (VRFs) and violation severity levels (VSLs) for the CIP Reliability Standards Versions 2, 3, and 4 for filing with the FERC and applicable governmental authorities in Canada. On motion of Fred Gorbet, the board approved the comprehensive list of VRFs and VSLs as presented.



PRC-023 – Relay Loadability and NERC Rules of Procedure Section 1700 – Challenges to Determinations

Herb Schrayshuen presented for approval the proposed PRC-023-2 — Transmission Relay Loadability Reliability Standard, associated implementation plan, and a proposed Section 1700—Challenges to Determinations section to be added to the NERC Rules of Procedure, as directed by the FERC in Order No. 733 and Order No. 733-A.  Following discussion among the trustees, on motion of Paul Barber, the board approved PRC-023-2, the associated implementation plan and proposed new Section 1700 to the NERC Rules of Procedure, as presented.



Response to FERC Order on Three-Year ERO Performance Assessment

Dave Nevius presented for approval the draft NERC response to FERC’s September 16, 2010 order on NERC’s three-year performance assessment. Following discussion among the trustees, on motion of Vicky Bailey the board approved the draft NERC response substantially in the form presented.



There being no further business, the call was terminated at 2:55 p.m.



Submitted by,

[image: CookDavid]

David N. Cook

Secretary



2



image2.png







image3.jpeg

NERRC

NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION







image1.jpeg

NERC

NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION








Agenda Item 2a

Board of Trustees Meeting

May 11, 2011







Compliance and Certification Committee Membership Change



Action

Approve the nomination to the Compliance and Certification Committee (CCC) of Mr. Jim Stanton to change his representation from the Merchant Electricity Generator sector to the Small End-Use Electricity Customer Sector for a three-year term beginning May 11, 2011.



Summary and Background

The CCC, a stakeholder Committee of NERC comprising 35 members representing various industry sectors, serves and reports directly to the NERC Board of Trustees.  The CCC is responsible for engaging with, supporting, and advising the NERC Board and NERC Compliance staff regarding all facets of the NERC Compliance Monitoring and Enforcement Program, the NERC Organization Registration Program, and the NERC Organization Certification Program.




		Agenda Item 2a

		Board of Trustees Meeting

		May 11, 2011





Planning Committee Membership Change



Action

Approve the nomination to the Planning Committee of Mr. David W. Weaver, Director of Transmission Operations & Planning for PECO, an Exelon Company, to represent the Investor Owned Utility sector for the remaining term of a member who resigned.  The remaining term will run through June 2012.



Summary and Background

Mr. Richard J. Kafka of Pepco Holdings, Inc. resigned as a member representing the Investor Owned Utility sector of the Planning Committee in December 2010 due to retirement.  Nominations were solicited in December 2010, and four candidates were nominated to fill the vacant position.  A special election was announced in January 2011 to be held in accordance with the procedures of the Planning Committee Charter, dated February 16, 2010, and the Operating Committee and the Planning Committee Member Selection Process, dated May 18, 2009.  Mr. Weaver was duly elected to fill the vacant position in February 2011.




	Agenda Item 2b

	Board of Trustees Meeting

	May 11, 2011





Standards Committee Charter Revisions



Action

Approve changes to the Standards Committee (SC) Charter.  

[Clean – Standards Committee Charter] [Redline to last approval]



Summary and Background

NERC is requesting the Board of Trustees (BOT) approval of the proposed changes to the SC Charter.  



NERC is proposing two substantive changes: 



1. Require the Chair and Vice Chair to serve as non-voting members of the SC for a two-year term and fill their vacant seats during the regular SC election.  The purpose of this change is to clarify that the SC’s officers are expected to act in support of the industry as a whole rather than in support of any particular industry segment. (This would eliminate any conflict of interest.)

2. Shorten the timeframe for public notice of actions without a meeting from 10 to three calendar days and shorten the timeframe for posting the results of the ballot from 10 days to five business days.   

a. The SC meets monthly, and limits its use of actions without a meeting to those items that require the prompt, full SC approval but don’t require discussion.  Shortening these timeframes would help the SC meet tight deadlines in situations where a prompt response from the full committee is needed.

Other minor changes are also being proposed to the Charter to more accurately reflect the SC’s activities.

The SC approved the revisions to its charter during its April 13-14, 2011 meeting. 

NERC Management recommends approval of the SC Charter.



If board members have questions or need additional information, they may contact Herb

Schrayshuen at herb.schrayshuen@nerc.net.


















		Agenda Item 2c

		Board of Trustees Meeting

		May 11, 2011





Member Representatives Committee Members to the
Board of Trustees Nominating Committee



Action

Accept Member Representatives Committee (MRC) recommendation



Background

On the MRC’s April 13, 2011 conference call, Chair Bill Gallagher invited members to volunteer to serve on the Board of Trustees Nominating Committee. 



This year, David Goulding will chair the Nominating Committee.  The other board members on the committee are: John Q. Anderson (ex-officio), Vicky Bailey, Paul Barber, Tom Berry, Janice Case, Fred Gorbet, and Roy Thilly. 



Current board members whose terms expire February 2012 are: Bruce Scherr (initially elected 2002), Ken Peterson (initially elected 2006), and Jan Schori (initially elected in 2009.)



In response to Bill Gallagher’s solicitation, several members of the MRC expressed interest in serving with MRC Chair Bill Gallagher and Vice Chair Scott Helyer on the Board of Trustees Nominating Committee. The following five MRC representatives are recommended to the Board for inclusion on the Nominating Committee.  



#1 Bill Gallagher (MRC Chair)

#2 Scott Helyer (MRC Vice Chairman)

#3 John A. Anderson (Large End-Use Customer)

#4 Carol Chinn (Investor-Owned Utility)

#5 Craven Crowell (Regional Entity)








		Agenda Item 3

		Board of Trustees Meeting

		May 11, 2011





Compliance and Certification Committee 2011 Work Plan
 and the CCCPP-008: Monitoring Stakeholder Perceptions





Action

Approve the Compliance and Certification Committee (CCC) 2011 Work Plan and the CCCPP-008: Monitoring Stakeholder Perceptions. 

Summary and Background

The CCC, a NERC Board-appointed stakeholder committee serving and reporting directly to the NERC board, is responsible for engaging with, supporting, and advising the NERC board and NERC Compliance staff regarding all facets of the NERC Compliance Monitoring and Enforcement, Organization Registration, and Organization Certification programs.

The purpose of this plan is to identify the anticipated activities of the CCC for 2011.  The plan is based on the responsibilities assigned to the CCC by the NERC Board of Trustees through programs and tasks identified by the CCC required to accomplish these responsibilities.

A component of the CCC 2011 Work Plan is the CCCPP-008: Monitoring Stakeholder Perceptions.  The document outlines the methods that the CCC will use to monitor the stakeholder perceptions of NERC and the Regions.


3. Reporting Processes	Effective:  















Program for Monitoring Stakeholder's Perceptions



CCC Monitoring Program — CCCPP–008–1



















Version 1.0
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		NERC Compliance and Certification Committee

		CCCPP-008-1



		Title:  Program for Monitoring Stakeholder's Perceptions of NERC’s CMEP



		Version:  1.0

		Revision Date:  

		Effective Date:  









Summary

The Compliance and Certification Committee (CCC) is a NERC Board of Trustees-appointed stakeholder committee serving and reporting directly to the NERC board and is responsible for engaging with, supporting, and advising the NERC board and NERC regarding all facets of the NERC Compliance Monitoring and Enforcement Program (Compliance program), Organization Registration program (Registration program), and Organization Certification program (Certification program).  





Revision History

		Date

		Version Number

		Comments
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[bookmark: _Toc190771120][bookmark: _Toc190772118][bookmark: _Toc284927194]Introduction

The Compliance and Certification Committee (CCC) is a NERC Board-appointed stakeholder committee serving and reporting directly to the NERC board and is responsible for engaging with, supporting, and advising the NERC board and NERC compliance staff regarding all facets of the NERC Compliance Monitoring and Enforcement Program (Compliance program), Organization Registration program (Registration program), and Organization Certification program (Certification program). 



Included in the duties of the CCC, as described in the CCC Charter, is the responsibility to provide comments to NERC with respect to stakeholders’ perception of the policies, practices, and effectiveness of the Compliance program, Registration program, and Certification program.  This document describes the program and associated processes to be utilized by the CCC in carrying out this responsibility.  Attributes to be considered include fairness, consistency, transparency, and timeliness.



This program is also intended to provide the NERC board and NERC compliance staff with input to be used in their efforts to evaluate the overall effectiveness of the Compliance Monitoring and Enforcement Program. 



[bookmark: _Toc190771121][bookmark: _Toc190772119]Terms

Consistency

The process shall apply the same review process and interpretation of rules across the industry and Regions.



Fairness

The process shall have an appropriate balance of promotion of reliability and enforcement of compliance.



Transparency

The process shall be transparent to the industry.



Confidentiality

1. Introduction	Effective:  

To maintain the integrity of the Compliance program, NERC and Regional Entity staff, audit team members, and committee members shall maintain the confidentiality of information shared per CCCPP-009: Confidentiality Protocol.

3
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[bookmark: _Toc190771122][bookmark: _Toc190772120][bookmark: _Toc284927195] Monitoring Processes

The CCC will provide comments to NERC with respect to stakeholders’ perception of the policies, practices, and effectiveness of the Compliance Program, Registration Program, and Certification Program using the processes described below.  Information received from these monitoring processes will be vetted by the CCC and shared with NERC.

ERO Effectiveness and Stakeholder Perceptions Survey

Annual CCC Sponsored Survey

The CCC will conduct a perceptions survey.

a. NERC staff and the ERO Monitoring Subcommittee (EROMS) will manage the logistics of conducting the stakeholder survey and assembling the results.

b. EROMS will release the survey in the fourth quarter of each year.  Participants will prepare and return their comments to the EROMS.

c. EROMS will analyze the stakeholder comments and ratings, compile the results in a survey report, and provide it to the CCC for review. 

d. CCC will finalize the survey report, approve it, and the CCC Chair will submit it to the NERC Board.

e. EROMS, CCC, and NERC staff will maintain confidentiality of all sensitive information.



[bookmark: _Toc190771126][bookmark: _Toc190772124]CCC Sponsored Panels or Workshops

CCC May Gather Inputs From Stakeholders in Concert with Regional Entity Compliance Workshops

a. CCC will coordinate with each Regional Entity in order to solicit input during the Compliance Workshop.

b. CCC will assign the EROMS to analyze the input and provide recommendations to the CCC.

CCC May Solicit Input from Stakeholders in Separate CCC-Sponsored Compliance Workshops.



[bookmark: _Toc190771128][bookmark: _Toc190772126]Direct Stakeholder Input

CCC may receive stakeholder input from free format open communication links, made available by NERC such as:

a. NERC hotline 

b. CCC mailbox 

c. NERC/Regional websites 



CCC Representative Input

CCC Representatives May Provide Other Members of the CCC and NERC with Direct Input.

[bookmark: _Toc190771132]CCC Members May Also Solicit or Receive Comments and Opinions from Constituents and Groups of Constituents or Trade Organizations Represented by the Member and Convey Them to the CCC and NERC. 

2. Monitoring Processes	Effective:  



[bookmark: _Toc190771156][bookmark: _Toc190772151][bookmark: _Toc284927196][bookmark: _Toc190771157][bookmark: _Toc190772152] Reporting Processes

The CCC will report to NERC the results of its program of monitoring stakeholder’s perceptions.

The CCC Will Routinely Report the Results of Its Program at CCC Meetings. 

The CCC Will Report the Results of the Annual Survey to the Board. A Version for Public Release May be Prepared.
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NERC
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2011 Work Plan


October 1, 2010

		NERC Compliance and Certification Committee



		Title:  2011 Work Plan



		Version:  1.0

		Revision Date: N/A

		Effective Date:  January 1, 2011





Summary:


The Compliance and Certification Committee (CCC) is a NERC Board-appointed stakeholder committee serving and reporting directly to the NERC Board of Trustees (BOT) and is responsible for engaging with, supporting, and advising the NERC BOT and NERC regarding all facets of the NERC Compliance Monitoring and Enforcement Program (compliance program), Organization Registration Program (registration program), and Organization Certification Program (certification program).  In order to support this endeavor, the CCC has developed this annual work plan to identify the activities that the CCC intends to perform in 2011 to achieve the responsibilities that the NERC Board has instructed and desires the CCC to accomplish. 

Revision History:


		Date

		Version Number

		Comments



		10/1//2010

		1.0
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1.
Purpose


The purpose of this plan is to identify the anticipated activities of the NERC Compliance and Certification Committee (CCC) for the year 2011.  The plan is based on the responsibilities assigned to the CCC by the NERC Board of Trustees through programs and tasks identified by the CCC required to accomplish these responsibilities.


2. 
Introduction




In the capacity of a NERC Board-appointed stakeholder committee serving and reporting directly to the NERC Board under a NERC Board-approved charter and as set forth in NERC’s Rules of Procedure (RoP), the Compliance and Certification Committee will engage with, support, and advise the NERC Board and NERC BOT Compliance Committee regarding all facets of the NERC Compliance Monitoring and Enforcement Program (compliance program), Organization Registration Program (registration program) and Organization Certification Program (Certification program).  As a committee providing support and advice but otherwise independent of the execution of these programs, the CCC will monitor NERC’s compliance with the RoP for these programs on an ongoing basis.  Also, and in a similar manner, as a committee independent of the NERC Reliability Standards development process, the CCC will be the body responsible for monitoring NERC’s compliance with the RoP regarding the NERC Reliability Standards development process with the exception of appeals of substantive or procedural action or inaction associated with a reliability standard or the standards process as defined in the appeals section of the NERC Reliability Standards Development Procedure. 


The Compliance and Certification Committee provides for balanced discussion, commentary, and recommendations on compliance issues by bringing together a wide diversity of opinions and perspectives from NERC member sector experts who have particular familiarity, knowledge, and experience in the area of compliance and NERC and Regional standards.  Members are appointed to the CCC by the NERC Board and serve on the committee at the pleasure of the board. 


Individuals deemed qualified to serve on the committee will generally include senior-level industry experts who have particular familiarity, knowledge, and experience in the area of compliance, compliance enforcement, compliance administration and management, organization responsibilities and registration, organization certification, and NERC and Regional standards.


These individuals should be involved with internal compliance programs within their respective organizations.  Committee members are expected to represent the interests of the sector they represent, to the best of their ability and judgment.


3. CCC Organization





In addition to certain core responsibilities, the CCC has established various subcommittees and a working group to perform certain tasks on behalf of and under the supervision of the CCC.


Key responsibilities of these subcommittees are as follows:

3.1
Organization Registration and Certification Subcommittee (ORCS)


To fulfill its mission, the CCC has established the Organization Registration and Certification Subcommittee to perform the following tasks on behalf of and under the supervision of the CCC: 


1. Advise and provide support to NERC and the Regional Entities with development and implementation of organization registration and certification processes (i.e., RoP 500 & Appendix 5); 


2.
Advise and provide ongoing support to NERC and the Regional Entities relating to approved organization registration and certification processes;

 3.
Evaluate the success and effectiveness of NERC and the Regional Entities’ administration of the organization registration and certification processes; and

 4.
Establish programs to monitor NERC’s and the Regional Entities’ implementation of the organization registration and certification processes.

3.2
Standards Interface Subcommittee (SIS)

To fulfill its mission, the CCC has established the Standards Interface Subcommittee to perform the following tasks on behalf of and under the supervision of the CCC: 


1.
Advise and prepare recommendations to the CCC to address any standard-related issues relevant to and within the scope of the NERC Compliance and Certification Committee (i.e., request from the Standards Committee, Standards Drafting Team, CCC, NERC Compliance Staff, etc);

2.
Act as liaison of the CCC to the NERC Standards Committee; 


3.
Implement CCC oversight, facilitate, and participate as needed in the development of the Compliance Administration Elements (CAEs) for new reliability standards under development or for revisions to existing reliability standards; 


4.
Identify personnel to serve on the Compliance Administration Element (CAE) drafting teams as needed; and 


5.
Prepare and maintain guidance and other related documents and materials for the benefit of Standards Drafting Teams regarding the development of CAEs. 

6.
Coordinate the CCC quality review responsibilities as established in the Standards Process Manual.


3.3
ERO Monitoring Subcommittee (EROMS)

To fulfill its mission, the CCC has established the ERO Monitoring Subcommittee to perform the following tasks on behalf of and under the supervision of the CCC: 

1.
Establish and implement programs to monitor NERC’s compliance with the reliability standards that apply to NERC; 


2.
Establish and implement programs to monitor NERC’s adherence to the RoP regarding the Compliance Monitoring and Enforcement Program as specified in Section 405 of NERC’s RoP; 


3.
Establish and implement programs to monitor NERC’s adherence to the RoP regarding the reliability standards development process with the exception of appeals of substantive or procedural action or inaction associated with a reliability standard or the standards process as defined in the appeals section of the Reliability Standards Development Procedure as specified in Section 405 of NERC’s RoP; and

4.
Develop criteria for use by NERC for the annual evaluation of the goals, tools, and procedures of each Regional Entity compliance enforcement program in the determination of the effectiveness of each Regional Entity program as specified in Section 402.1.2 of NERC’s RoP.

5.
Develop and implement methods to actively solicit information with respect to stakeholder perception of the procedures, policies, standards, rules, orders, etc. and the effectiveness of the NERC CMEP and Standards Development activities and provide this information to the CCC and applicable CCC subcommittees.  Final report will be provided to the NERC board. 

3.4
Procedures Subcommittee (PROCS)

To fulfill its mission, the CCC has established the Procedures Subcommittee to perform the following tasks on behalf of and under the supervision of the CCC: 


1.
Perform document review to promote consistency between multiple documents (procedures, policies, standards, rules, orders, etc.) that comprise the overall NERC Compliance Monitoring and Enforcement Program (CMEP) and to assure documents are clear, unambiguous, consistent and complementary; 


2.
Advise the CCC of any such unclear, ambiguous, or inconsistent portions of the CMEP documents and propose changes to the documents that it believes will clarify an unclear, ambiguous, or inconsistent situation; and

3.
Develop and maintain CCC operational procedures with respect to the CCC responsibilities under the CCC Charter. 

3.5   CCC Nominating Committee

The CCC annually appoints a Nominating Subcommittee.  The subcommittee consists of five members nominated by the committee chair and approved by the committee.  The chair of the subcommittee will be selected by the CCC chair from among the five 

subcommittee members.  Members of the Nominating Subcommittee prepare a slate of committee officer candidates for submission to the NERC Board for approval and prepare a slate of recommended individuals to fill designated committee vacancies as required.


For the year 2011, the Nominating Committee will continue to identify qualified candidates to submit to the NERC Board for approval for those industry sections that require representation.

3.6
Key Responsibilities Not Assigned to Subcommittees

In addition to tasks assigned to subcommittees on behalf of and under the supervision of the CCC, the overall committee, in general caucus, will continue to address certain key responsibilities.  These responsibilities include but are not limited to:


1.
Provide comments to NERC with respect to stakeholders’ perception of the policies, practices, consistency, and effectiveness of the compliance, registration, and certification programs;

2.
Recommend revisions of the NERC RoP related to the compliance, registration, and certification programs to the NERC Board;

3.
Establish hearing bodies, as directed by the NERC Board, for any contest regarding findings of, or penalties or sanctions for, violation(s) of reliability standard(s) where NERC is directly monitoring the entity for compliance with those standards (Registered Entity by agreement with a Regional Entity or absent a delegation agreement; the Region itself where approved standards are applicable to the Region) as described in the NERC RoP Section 409;

4.
Establish hearing bodies with respect to Registered Entities Certification Appeals;

5.
Serve as a mediator, as directed by the NERC Board, for any disagreements between NERC and the Regional Entities concerning NERC performance audits of Regional Entities’ compliance programs; and

6.   Participate in Regional Entity compliance program audits that are conducted at least 

      once every three years for each regional entity.


3.7.  Performance Measurement Working Group 


To fulfill its mission, the CCC has established the Performance Measures Working Group (PMWG) to perform the following on behalf of and under the supervision of the CCC:  Specific activities for the PMWG will include: 

1. Develop and improve compliance metrics for trend analysis and validation of compliance with NERC Reliability Standards;


2. Define and report performance measures and risk assessments including formulae or methods for identification and calculations; 


3. Define data collection and reporting guidelines;

4. Publish quarterly Website updates and annual reports on compliance performance measures;


5. Provide relevant prioritized feedback to enhance the performance under the compliance program and standards development programs, as well as enhance the reliability of the bulk power system; and

6. Provide an annual report assesses trends and recommendations. 

The Group will report its progress at each meeting of the CCC, and provide periodic updates to the Board of Trustees – Compliance Committee (BOTCC). 


4. CCC Programs




These programs will include specific monitoring activities such as periodic on-site audits/reviews, NERC self-certifications, CCC spot-checks, CCC Adverse Finding Investigations, NERC self-reporting, Periodic Data Submittals, and CCC Review of Stakeholder Complaints.

The programs are as follows:


4.1 CCCPP-001


Monitoring Program for NERC’s Adherence to NERC’s RoP


This program has been established so that the CCC can monitor NERC’s adherence to its RoP.  The NERC CCC EROMS will coordinate this effort. 

4.2 CCCPP-002


Compliance Monitoring Program for Reliability Standards Applicable to NERC




This program has been established so that the CCC can monitor NERC’s adherence to NERC Reliability Standards applicable to NERC.  The CCC will use a variety of activities to perform the monitoring. The NERC CCC EROMS will coordinate this effort.

4.3 CCCPP-003


Monitoring Program for NERC’s Reliability Standards Development Procedure



This program has been established so that the CCC can monitor NERC’s adherence to its RoP concerning Reliability Standards development.  The NERC CCC EROMS will coordinate this effort.

4.4 CCCPP-007


Monitoring Program for NERC’s Adherence to NERC’s RoP for Organization Registration and Certification



This program has been established so that the CCC can monitor NERC’s adherence to its RoP for Organization Registration and Certification.  The NERC CCC ORCS will coordinate this effort.

4.5 CCCPP-008 


Program for Monitoring Stakeholders’ Perceptions of NERC Compliance Program, Registration Program, and Certification Program



This program has been established so that the CCC can gather and report to the Board of Trustees stakeholder perceptions with respect to NERC’s CMEP, Organization Registration Program and Certification Program, and the way the programs are administered.  The NERC CCC EROMS will coordinate this effort.

4.6 CCCPP-010

Program for Developing/Reviewing the Criteria for Regional Entity Audits and CMEP Compliance Audits.

This program has been established to identify the criteria by which these audits are conducted, provide a guidance letter to NERC regarding these criteria, and document the process for the CCC to annually review and affirm these for use.  The NERC CCC EROMS will coordinate this effort. 


5.  2011 Implementation Activities for the CCC Programs




5.1
Self-Certifications

In accordance with CCCPP-001, the EROMS will review and modify (if necessary) the subset of performance items related to the RoP for the CMEP.  The CCC will then request that NERC self-certify adherence to RoP for the CMEP with respect to the subset of performance items by providing the CCC with a report at its first regularly scheduled meeting in 2011. 


In accordance with CCCPP-002, the EROMS will identify the Reliability Standards applicable to NERC.  The CCC will then request that NERC self-certify adherence to the Reliability Standards applicable to NERC by providing the CCC with a report at its first regularly scheduled meeting in 2011.  

In accordance with CCCPP-003, the SIS will review and modify (if necessary) a subset of performance items related to the Reliability Standards Development Procedure.  The CCC will then request that NERC self-certify adherence to the Reliability Standards Development Procedure with respect to the subset of performance items by providing the CCC with a report at its first regularly scheduled meeting in 2011.  

In accordance with CCCPP-007, the ORCS will review and modify (if necessary) a subset of performance items related to the RoP for Organization and Registration.  The CCC will then request that NERC self-certify adherence to the RoP for Organization Registration and Certification with respect to the subset of performance items by providing the CCC with a report at its first regularly scheduled meeting in 2011.  


The four reports described above will be in the form of a presentation provided by a NERC officer or equivalent responsible for ensuring adherence to the above identified four elements of the RoP.  The presentation will identify adherence to the rules as well as any areas of non-adherence.  The CCC will include the results of the self-certifications in these four areas in a report to the board.

5.2
Audits /Reviews

In accordance with CCCPP-001, the CCC will perform an audit/review of NERC’s adherence with the RoP for Compliance Monitoring and Enforcement every three years.  Additionally, an unscheduled audit/review may be initiated by the CCC if reasonably determined to be necessary to determine NERC’s adherence with the RoP for compliance enforcement.  The audit/review team will develop a draft audit/review report, review it with NERC, make any necessary changes, and then prepare a final report to be submitted to the CCC.  The CCC will review/assess the report and provide NERC a final copy.  The CCC will advise the NERC Board of any Adverse Findings and include the results of the audit/review in the report to the board. There is no audit/ review scheduled for the CMEP in 2011.

In accordance with CCCPP-002, the CCC will perform an audit/review of NERC’s compliance with reliability standards applicable to NERC every three years.  Additionally, an unscheduled audit/review may be initiated by the CCC if reasonably determined to be necessary to determine NERC’s compliance with reliability standards.   The audit/review team will develop a draft audit/review report, review it with NERC, make any necessary changes, and then prepare a final report to be submitted to the CCC.  The CCC will review/assess the report and provide NERC a final copy.  The CCC will advise the NERC Board of any Alleged Violations and include the results of the audit/review in the report to the board.  There is no audit/review scheduled for reliability standards in 2011.

In accordance with CCCPP-003, the CCC will perform an audit/review of NERC’s adherence with the Reliability Standards Development Procedure every three years.  Additionally, an unscheduled audit/review may be initiated by the CCC if reasonably determined to be necessary to determine NERC’s adherence with the Reliability Standards Development Procedure.  The audit/review team will develop a draft review report, review it with NERC, make any necessary changes, and then prepare a final report to be submitted to the CCC.  The CCC will review/assess the report and provide NERC a final copy.  The CCC will advise the NERC Board of any Preliminary Adverse Findings and include the results of the audit/review in the report to the board.  There is no audit/review scheduled for Reliability Standards development in 2011.


In accordance with CCCPP-007, the CCC will perform an audit/review of NERC’s adherence with RoP for Organization Registration and Certification every three years. Additionally, an unscheduled audit/review may be initiated by the CCC if reasonably determined to be necessary to determine NERC’s adherence with the Rules of Procedure for Organization Registration and Certification.  The audit/review team will develop a draft review report, review it with NERC, make any necessary changes, and then prepare a final report to be submitted to the CCC.  The CCC will review/assess the report and provide NERC a final copy.  The CCC will advise the NERC Board of any Alleged Adverse Findings and include the results of the audit/review in the report to the board.  There is no audit/review scheduled for Organization Registration and Certification in 2011.

5.3
Investigations

In accordance with CCCPP-001, the CCC may initiate an Adverse Finding Investigation at any time as directed by the Board of Trustees or based on an event, complaint, or other possible Adverse Finding identified by any other means.  Adverse Finding Investigations will follow the processes outlined in a Compliance Program Audit.


In accordance with CCCPP-002, the CCC may initiate a Reliability Standard Compliance Violation Investigation at any time as directed by the Board of Trustees or based on an event, complaint, or other possible violation of a Reliability Standard identified by any other means.  Reliability Compliance Violation Investigations will follow the processes outlined in a Compliance Program Audit.  

In accordance with CCCPP-003, the CCC may initiate a Standards Development Process Review Investigation at any time as directed by the Board of Trustees or in response to a complaint or evidence that NERC has not adhered to the Standards Development Process Procedures.  Standards Development Process Review Investigations will follow the processes outlined for a Standards Development Process Review.

In accordance with CCCPP-007, the CCC may initiate an Organization Registration and Certification Investigation as directed by the Board of Trustees or at any time in response to a complaint or evidence that NERC has not adhered to the RoP for Organization Registration and Certification.  Adverse Finding Investigations will follow the processes outlined for a Registration and Certification Program Audit.


5.4
Spot-Checks

In accordance with CCCPP-001, the CCC may from time to time perform spot-checks to determine whether NERC is adhering and/or has adhered to the RoP for compliance enforcement.  Spot-checking may also be initiated in response to a directive from the Board of Trustees or to events or a complaint.  Results of spot checks will be provided to NERC and will be reported to the NERC board.  A CCC spot-check will be scheduled for 2011.

In accordance with CCCPP-002, the CCC may from time to time perform spot-checks to determine whether NERC has complied and/or is complying with the reliability standards applicable to NERC.  Spot-checking may also be initiated in response to events or a complaint.  Results of spot-checks will be provided to NERC and will be reported to the NERC board.  A CCC spot-check will be scheduled for 2011.

In accordance with CCCPP-003, the CCC may from time to time perform spot- checks to determine whether NERC is adhering and/or has adhered to the Reliability Standards development process.  Spot-checking may also be initiated in response to a directive from the Board of Trustees or to events or a complaint.  Results of spot-checks will be provided to NERC and will be reported to the NERC board.


In accordance with CCCPP-007, the CCC may from time to time perform spot-checks to determine whether NERC is adhering and/or has adhered to the RoP for Organization Registration and Certification.  Spot-checking may also be initiated in response to a directive from the Board of Trustees or to events or a complaint.  Results of spot checks will be provided to NERC and will be reported to the NERC Board.

The need for CCC spot-checks will be determined at the discretion of the CCC and may be conducted through information requests or on- site visits.

5.5
NERC Audits of Regional Entities


A CCC member will participate in each audit of a Regional Entity by NERC. The EROMS has developed CCCPP-010 – Process for Developing/Reviewing the Criteria for Annual Regional Entity Audits and CMEP Compliance Audits.  The deliverables from the implementation of this program identify the criteria by which these audits are to be conducted, a guidance letter to NERC regarding these criteria, and documentation on the process for the CCC to annually review and affirm these for use.  These criteria are extracted from the underlying assumptions contained in the Compliance Process Audit Worksheets applicable to these types of audits and other materials. 

5.6
Monitoring Stakeholder Perceptions

As stated in the CCC Charter in Section 3, committee members are expected to represent the interests of the sector they represent, to the best of their ability and judgment.  Members are expected to solicit comments and opinions from constituents and groups of constituents or trade organizations represented by the member and convey them to the CCC.  During 2011, committee members will participate in documenting comments to the CCC, with respect to stakeholders’ perception of the policies, practices and effectiveness of the CMEP, Registration Program, and Certification Program. The EROMS will lead, direct, and initiate these reviews and surveys of CCC members and provide recommendations for consideration to NERC. 

The CCC has developed the Program for Monitoring Stakeholders’ Perceptions of NERC CMEP, Registration Program, and Certification Program.  An element of this program expected to be carried out in 2011, in addition to obtaining direct feedback from committee members, will include conducting surveys of stakeholders in the second half of the year.  Depending on the level and nature of the feedback gathered, additional elements of the program may include seeking stakeholder feedback in a CCC-sponsored segment contemporaneous with Regional Entity Compliance Workshops or in conjunction with existing stakeholder compliance working groups.  Part of the communication provided in advance would include the explanation of the roles/functions of the CCC, the survey elements being considered, and the manner for providing a feedback report to the Board of Trustees and the stakeholders.  Additional methods of communicating with stakeholders may include providing information regarding the survey in NERC News and direct e-mails to stakeholders. 

An important element of the program will be an annual report, presented to the CCC for approval to forward to NERC, the Board of Trustees, and the stakeholders, as well as quarterly stakeholder perceptions reports to the CCC.  In addition, an Annual Effectiveness Monitoring Plan for the subsequent year will be provided to NERC by October 1. 


Longer term activities, beyond 2011, may include mechanisms for the CCC to directly receive feedback from stakeholders following audits and any of the other effectiveness monitoring inputs or evaluations surrounding the effectiveness metrics endorsed in CCCPP-008.


6. 
CCC Projects/Subcommittee Activities




6.1. CCC Projects/Activities


1. CCC member audit training

2. 
CCC member hearing training

3. 
Perform a (ongoing) Self Assessment 

4. 
Develop an 2012 Annual Work Plan by October 2011

5. Review and act (if appropriate) upon reports and recommendations provided by NERC and its other subcommittees

6. Review and comment on FERC and NERC requests for information and comments

6.2. ORCS Activities


Review ROP for NERC Organization Registration and Organization Certification activities 

6.3. EROMS Activities


1. Implement the program for Monitoring Stakeholders’ Perceptions of  the NERC Compliance Program, Registration Program, and Certification Program


2. Develop spot-check criteria for reliability standards applicable to NERC during 2011

3. Review and summarize information received from stakeholders

a. Solicit survey input from the CCC members. 


b. Develop quarterly and annual reports for the CCC. 

c. Implement surveys, webinars, and conduct workshops as appropriate.

d. Review the Self Certifications for (1) Reliability Standards applicable to NERC (2) the Compliance Enforcement Program  (3) the Organization Registration and Certification Programs and (4) the Reliability Standards development activities as set forth in the Standards Processes Manual as set forth in the Rules of Procedure.


i. Prepare reports to the CCC.

e. Review the criteria for annual Regional Entity Evaluations and CMEP compliance audits in 2011.  Modify program and criteria as necessary.


i. Provide a guidance letter to NERC containing relevant criteria.

6.4. SIS Activities


1. Coordinate Reliability Standards Quality Reviews  on behalf of the CCC


2. Develop criteria for audit/review of NERC adherence to Standards Process Manual

6.5. PROCS Activities


1. Review and format new CCC Programs as needed


2. Assist EROMs in the annual Regional Entity Audit Criteria work


7.
Hearing/Mediation Responsibilities




7.1
The CCC will conduct hearings as necessary to fulfill its function of serving as the hearing body for any contest between NERC and a Regional Reliability 

Organization (RRO) or Regional Entity (RE) regarding NERC findings of or penalties or sanctions for violation(s) of reliability standard(s) by the RRO or RE as described in the NERC RoP Section 409. 


(Note: The CCC’s hearing procedures follow the hearing procedures mandated and approved by jurisdictional authorities for use by NERC and the Regional Entities in the compliance program.)


7.2
The CCC will conduct hearings as necessary to fulfill its function of serving as a hearing body for any Registered Entity appeal regarding the determination that a Registered Entity is not qualified to be certified to perform the functional activities that require certification by NERC.


(Note: The Certification Appeal Hearing will be conducted on an expedited basis.)


7.3
The CCC will conduct mediation activities when requested by the NERC Board.


The CCC hearing and mediation procedures are described in the documents identified below and have been approved by the Federal Energy Regulatory Commission:


· CCCPP-004


· CCC Hearing Procedures



· CCCPP-005


· CCC Hearing Procedures for Use in Appeals of Certification Matters


· CCCPP-006


· CCC Mediation Procedures


8.
Meetings (2011)




8.1
CCC Quarterly Meetings (Tentative)

· March 9–10, 2011 Baltimore, MD

· June 2011

· September 2011

· December 2011


8.2
CCC Subcommittee Meetings as Needed


9. 
NERC Board Assignments




The CCC undertakes assignments from the NERC board or the board’s Compliance Committee related to compliance, organization registration, and organization certification.


10. 
Logistics Requirements for CCC Activities





Listed below are items identified by the CCC that NERC should take into account with respect to costs NERC will incur concerning CCC activities for 2011 -2013.


· CCC Quarterly Meetings  (Cost to be determined by NERC)




Assumptions:


· NERC staff attendance

· NERC travel expenses


· Hotel (Conf Room and Food)


· Hearings  (Cost to be determined by NERC)



Assumptions: 


· Administrative Law Judge fee and travel costs

· Transcription costs


· Travel expenses

· Certification Appeal Hearings  (Cost to be determined by NERC) 



Assumptions:


· Administrative Law Judge fee and travel costs


· Transcription costs


· Travel expenses

· Mediation  (Cost to be determined by NERC)



Assumptions:


· Mediator fee and travel expenses

· CCC Program Audits/Review         




Assumptions:   


· No third party expenses anticipated in 2011


· 2012 Audit/Review Independent Contractor $100,000


· WebEx/Conference Calls  (Cost to be determined by NERC)



Assumptions:   


· CCC and CCC Subcommittees will utilize NERC’s Web-Ex
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Agenda Item 3

Board of Trustees Meeting

May 11, 2011



Future Meetings



Action

Approve a slate of meeting dates through the February 2014 Board of Trustees meeting.  Note: The February 2012 dates approved during the February 17, 2011 meeting have been changed and the revised dates are part of the slate below.



2012 Dates

February 8-9                 Phoenix, AZ

May 8-9                         	Baltimore/Washington, DC area

August 15-16              	Quebec City, Canada

November 6-7             	New Orleans, LA

2013 Dates

February 6-7                	San Diego, CA 

May 8-9                        	Philadelphia, PA

August 14-15             	Montreal, Canada

November 6-7             	Atlanta, GA



2014 Dates

February 5-6           	Phoenix, AZ       










Reliability Standards 





Action

Approve reliability standards and plans as follows:

a. Rules of Procedure Appendix 3B – Standards Committee Election Procedure — Approve

b. Rules of Procedure Appendix 3D – Registered Ballot Body Criteria — Approve

c. RFC Corporation Reliability Standards Development Procedure Version 3-b  — Approve

NERC Reliability Standards Development Procedure

Agenda Item 8

Board of Trustees Meeting

May 11, 2011





Version 4.0	- 36 -	Draft 2: Response to Comments: May 23, 2005

8



	

a. Rules of Procedure Appendix 3B – Election Procedure for Members of NERC Standards Committee  



Action	

Approve changes to Appendix 3B Election Procedure for Members of NERC Standards Committee (SC Election Criteria) in the NERC Rules of Procedure and direct staff to file with applicable regulatory authorities.

[Clean –Appendix 3B Election Procedure for Members of NERC Standards Committee] 

[Redline to last approval] [Consideration of Comments]



Summary and Background

NERC is requesting Board of Trustees approval of the proposed changes to Appendix 3B Election Procedure for Members of NERC Standards Committee that incorporates three substantive changes to the election procedure.  These changes, proposed by members of the Standards Committee, are described below.  Other minor, conforming changes are also included in the procedure.  

1. Require the Chair and Vice Chair to serve as non-voting members of the Standards Committee.  The purpose of this change is to clarify that the Standard Committee’s officers are expected to act in support of the industry as a whole rather than in support of any particular industry segment.  Fill the seats vacated by the election of officers during the next regular Standards Committee election. (Several times over the past year one of the officers was faced with a conflict of interest when determining whether to vote on behalf of the Industry Segment that elected him or on behalf of the industry as a whole.  The proposed change would eliminate this conflict of interest and would ensure that each Industry Segment had two representatives.)

2. Require a Canadian representative on the Standards Committee to be any company or association incorporated in Canada; any agency of a federal, provincial, or local government in Canada; or any person with Canadian citizenship who is residing in Canada. (Currently there is no requirement that this individual reside in Canada.)



3. Simplify the process of filling vacant Standards Committee positions by eliminating the need to collect petitions and hold a ratification vote. (This would improve efficiency and result in shorter vacancies.)



Other minor conforming changes are also being proposed to Appendix 3B. 



NERC posted the proposed changes for a 45-day public comment period from March 1, 2011 to April 15, 2011.  



NERC received 15 sets of comments on the proposed modifications.  Commenters were split on whether to adopt the proposed revisions. Many entities who submitted comments also proposed additional changes for improved clarity.  Two entities indicated that the revisions would destroy the balance amongst industry segments.  This is a difference of opinion that cannot be resolved.   



One commenter indicated that restraining the officers from voting was not necessary as all other NERC committees allow their officers to vote.  The change to the voting rights of officers is a change that was proposed by incumbent Standards Committee members who felt conflicted by trying to represent the industry segment that elected them at the same time they were trying to represent the industry as a whole.  



Three commenters suggested adding more stringent language into the criteria for Canadian representatives and these suggestions were not adopted.  If the criteria for representing Canada were made more stringent, by adding a minimum duration of two years to the time period for living in Canada, or by requiring that the Canadian representative have some minimum number of years of work experience in the Canadian electricity industry, this would present Canadians with a stricter threshold for Standards Committee eligibility than required for the United States representatives. 



There were several suggestions to add language for further clarity, and the following suggestions were adopted and are shown in the redline version of the proposed revisions to Appendix 3B:

· Clarified that the officers are elected from incumbent Standards Committee members.

· Extended the term of office to two years to mimic other NERC committees.

· Added language to clarify that the vacancies resulting from election of officers will be filled during the regular election of Standards Committee members.



NERC Management recommends approval of the proposed changes to the Appendix 3B Election Procedure for Members of NERC Standards Committee for filing with applicable regulatory authorities.  



If trustees have questions or need additional information, they may contact Herb

Schrayshuen at herb.schrayshuen@nerc.net.





































b. Rules of Procedure – Appendix 3D – Registered Ballot Body Criteria



Action

Approve Appendix 3D Registered Ballot Body Criteria for addition to the NERC Rules of Procedure and direct staff to file the changes with applicable regulatory authorities.  



[Clean – Appendix 3D Registered Ballot Body Criteria]  [Redline to last approval]

[Consideration of Comments]



Summary and Background

On September 3, 2010, the Federal Energy Regulatory Commission (FERC) approved NERC’s Standard Processes Manual to replace the previous FERC approved Reliability Standards Development Procedure Version 7, which was included as Appendix 3A to the NERC Rules of Procedure.  The previously approved Reliability Standards Development Procedure Version 7 included the Registered Ballot Body Criteria as part of the Rules of Procedure.  The new Standard Processes Manual excluded the Registered Ballot Body criteria, in the belief it was not necessary for the document. NERC has determined that these criteria need to be re-incorporated into the NERC Rules of Procedure.  NERC is proposing to include the Registered Ballot Body Criteria as a new Appendix 3D Registered Ballot Body Criteria to the NERC Rules of Procedure.  The proposed changes include the following: 

1. For clarity, the term “individuals” replaces the term “persons” (in addition to entities) in the criteria of potential Registered Ballot Body members. 

2. Several places in the criteria were clarified to include Independent System Operators (ISOs) to those areas that were previously limited to RTOs. 

3. In the Segment Qualification Guidelines, clarification was added to state that after members of each segment are selected, registered participants may apply to change these segments annually on a schedule determined by the Standards Committee. 

4. Segment 3: A new criterion was added allowing agents or associations to represent groups of Load-Serving Entities. 

5. Segment 5:  A new criterion was added allowing agents or associations to represent groups of electric generators; for clarity, the language was expanded to expressly include variable and other renewable resources. 

6. Segment 6: A new criterion was added allowing agents or associations to represent groups of electricity brokers, aggregators, or marketers; added a provision for inclusion of demand-side management providers. 

7. Segment 8: A provision was added to clarify that individuals or entities, such as consultants, vendors, or trade associations, providing products or services related to bulk power system reliability within the previous 12 months to another entity eligible to joint Segments 1 through 7 (and therefore eligible to join one of those segments) are not eligible to join Segment 8; clarified that individuals or entities that elect to participate in Segment 8 are not eligible to participate in multiple segments.  Clarified that individuals who are employed by an entity registered in another segment are not eligible to join Segment 8.

8. Regional reliability organizations were replaced in Segment 10 with regional entities. 



Other minor conforming changes are also being proposed to the Registered Ballot Body Criteria from the criteria included in the previously approved Reliability Standards Development Procedure Version 7. 



NERC posted the proposed Registered Ballot Body criteria for a forty-five day public comment period from March 1, 2011 to April 15, 2011.  



NERC received seven sets of comments on the proposed criteria.  Most of the comments indicated that the additional language added for clarity was not needed. However, the language was added specifically to address issues raised by entities and individuals with questions about joining the Registered Ballot Body.  Following the comment period, NERC made only minor changes to the segment criteria.  



NERC Management recommends approval of the proposed Appendix 3D Registered Ballot Body Criteria for addition to the NERC Rules of Procedure for filing with applicable regulatory authorities.  



If trustees have questions or need additional information, they may contact Herb

Schrayshuen at herb.schrayshuen@nerc.net.

















































c. RFC Corporation Regional Standards Development Procedure Version 3-b



Action 

Approve changes to ReliabilityFirst Corporation’s (RFC) Regional Standards Development Procedure and direct staff to file with FERC for approval. 

[Clean and Redline - Reliability Standards Development Procedure Version 3-b] 

[Consideration of Comments – see attached]



Summary

On January 14, 2011, NERC received a request from RFC to modify its Regional Standards Development Procedure approved by the RFC Board of Directors.  NERC has determined that RFC’s proposed regional standards development procedure meets the criteria included in Section 311.3.1 of the NERC Rules of Procedure (open, inclusive, balanced, due process, and transparent).  



Background

RFC is proposing modifications to its Regional Standards Development Procedure to improve the openness of the process, to increase the requirement on affirmative votes to align with the NERC process, to better align the RFC process with the NERC process, and to improve clarity and understanding of the process.  



FERC’s regulations require that NERC, as the Electric Reliability Organization, approve any modifications or revisions to the procedure, and submit any approved modifications or revisions to FERC for approval.  FERC’s regulations require that when NERC submits changes in Regional Entity Rules to the Commission, NERC must explain the basis and purpose for the Rule or Rule change, together with a description of the proceedings conducted by the Regional Entity to develop the proposal.  



The Basis and Purpose for the Revisions to the Procedure

RFC’s revisions to its regional standards development procedure (Procedure) include the following substantive revisions:

1. A Standards Authorization Request (SAR) comment step was added to assist the RFC Standards Committee (RFC SC) in determining whether the SAR should move into the standard drafting phase.

2. The Category Ballot approval percentage was made consistent with NERC super-majority vs. simple majority by changing the approval percentage to two-thirds or greater.

3. The voting and Ballot Pool structure was modified to further align with the NERC process.

4. The rules were changed to allow corporations or organizations the ability to cast one vote in each RFC registered voting category as long as a different individual is registered in each registered voting category.  If a corporation or organization is registered in each one of the RFC voting categories, the maximum number of votes possible is five including corporation and organization affiliates.




5. A Recirculation Ballot period was added that will be required if RFC receives any negative ballot comments during the initial 15-Day Category Ballot (the addition of a recirculation ballot will give stakeholders the opportunity to review the comments submitted by other entities during the initial Category Ballot to determine if they wish to reconsider their voting position).

6. An informal comment period was added to the Interpretation section which will increase the transparency of the Procedure and allow stakeholders to weigh in on interpretations developed by RFC.

7. Language was added referencing the use of NERC Standards Template to allow RFC standards and NERC standards to follow a consistent format and template.

8. Language was added to further clarify the effective dates for RFC standards.  

i. RFC standards are mandatory and enforceable without monetary penalties for non-compliance upon the effective date for applicable entities that are members of RFC. With respect to members, the effective date is upon approval by the RFC board.

ii. RFC standards are mandatory and enforceable with monetary penalties for non-compliance for all applicable registered entities within the RFC footprint upon approval by the Commission.



Additional changes were made to correct typographical errors and inconsistencies. 



RFC followed the current, FERC-approved, standards development procedure to develop the revisions submitted with this filing.  Specifically, on January 20, 2010, the RFC SC authorized a SAR to modify the first two items listed above.  On April 30, 2010, the RFC SC authorized a supplemental SAR to modify the scope to account for items three through eight identified above.



RFC posted its revised regional standards development procedure for one 30-Day Comment period (June 16, 2010 through July 15, 2010) in which a total of 17 commenters provided comments.  After responding to all comments and modifying the Procedure accordingly, RFC posted the Procedure for the required 15-day period prior to Category Ballot (August 17, 2010 through August 31, 2010) followed by the 15-Day Category Ballot (September 1, 2010 through September 15, 2010).  The Procedure passed the 15-Day Category Ballot, achieving quorum (97.2 percent), with an affirmative category vote of 100 percent.  Following the Category Ballot, the Procedure was publically posted for the required 30 days prior to RFC board action (September 24, 2010 through October 23, 2010).  The RFC Board of Directors unanimously approved the Procedure on December 15, 2010.



On January 14, 2011, NERC received a request from RFC to modify its regional standard development process changes approved by the RFC Board of Directors.  In accordance with Section 311 of the NERC Rules of Procedure, NERC publicly noticed and requested comments on RFC’s proposed changes for a forty-five day comment period, from March 1, 2011 to April 15, 2011.  






NERC received nine sets of comments. The principal issue raised in the comments was the addition of the language with respect to the effective date of standards for members of RFC. Commenters, most of whom are not members of RFC, objected to inclusion of the language, stating that standards cannot be made mandatory and enforceable under section 215 until they have been approved by NERC and FERC. The provision regarding the enforceability on RFC members is not new. The provision has been part of the bylaws of RFC since its inception. The only thing that is new is the language in the standards process that clarifies the issue. As demonstrated in the response to comments filed by RFC [see attached], there is no doubt that RFC only intends for the provision to be applicable to its members, in accordance with its bylaws. RFC has no intention of enforcing regional standards as to non-members until such time as they have been approved by FERC.  Further, RFC’s rules contain no enforcement mechanism that would apply to such standards. 



NERC Management recommends approval of the proposed RFC Corporation’s Regional Standards Development Procedure for filing with FERC.  As to the effective date provision, management does not wish to undercut voluntary arrangements by which entities bind themselves to adherence to reliability practices that would improve overall system reliability. 



If trustees have questions or need additional information, they may contact Herb

Schrayshuen at herb.schrayshuen@nerc.net.






Amendments to NPCC Bylaws, 

Regional Reliability Standards Development Procedure and

Compliance Monitoring and Enforcement Program –

Action Required





Action 

Approve amendments to the NPCC Bylaws (included in Exhibit B to the NPCC RDA), the NPCC Regional Reliability Standards Development Procedure (NPCC RSDP) (included in Exhibit C to the NPCC RDA), and Section 2.0 of Exhibit D, “Compliance Monitoring and Enforcement Program,” to the NPCC RDA (these amendments are shown in legislative style in Exhibits B, C and D to the NPCC RDA, Attachment 1 to this Agenda item) to be filed at the Federal Energy Regulatory Commission (FERC) for approval.



Background

In addition to approval for the new agreements and the related amendments to existing delegation agreements set forth in Agenda Item 10, approval is requested for unrelated amendments to the NPCC Bylaws (included in Exhibit B to the NPCC RDA), the NPCC RSDP (included in Exhibit C to the NPCC RDA), and Section 2.0 of Exhibit D, “Compliance Monitoring and Enforcement Program,” to the NPCC RDA (these amendments are shown in legislative style in the NPCC RDA, Attachment 3 to this Agenda item).  



The proposed amendments to the NPCC Bylaws are intended to enhance the NPCC governance structure by trimming the relatively large size of the current NPCC Board structure, combining a sparsely populated stakeholder section into another existing sector, introducing independent, outside perspectives from independent directors retained at the Board level thereby creating a hybrid board structure, and establishing a mechanism for populating the NPCC hearing body to meet the requirement for impartial resolution of any contested compliance matter.  This is accomplished by: reducing the number of Directors in each voting sector from 3 to 2; combining the Customer sector and Sub-Regional Councils and Other Regional Entities and Interested Entities sector into 1 voting sector (thereby reducing the number of stakeholder sections from eight to seven); and introducing 2 Independent Directors and having those Independent Directors serve on the Hearing Body instead of members of the Compliance Committee.  The Hearing Body would still include an Independent Hearing Officer.



The proposed amendments to the NPCC RSDP and to Section 2.0 of Exhibit D to the NPCC RDA are for the purposes of conforming the RSDP and Exhibit D to the amended Bylaws.  The amendments to the NPCC RSDP change two references to “eight sectors” to “seven sectors,” consistent with the Bylaws amendment.  In addition, a scrivener’s error is corrected in Section 3 of the NPCC RSDP.  The amendments to Section 2.0, “Regional Hearing of Compliance Matters,” of Exhibit D to the NPCC RDA revise the description of the composition of the NPCC Hearing Body to conform to the amended NPCC Bylaws, i.e., to establish that the Hearing Body will consist of an independent Hearing Officer and two Independent Directors.

Agenda Item 9

Board of Trustees Meeting

May 11, 2011





		



NERC management intends to make separate filings with FERC for approval of (i) the NPCC-WECC CEA Agreement, the NERC-WECC Termination Agreement and the related amendments to the NPCC RDA and the WECC RDA, and (ii) the unrelated amendments to the NPCC Bylaws, the NPCC RSDP and Exhibit D to the NPCC RDA.
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Introductions and Chair’s Remarks



NERC Antitrust Compliance Guidelines



Agenda 

	

1. Reliability Standards* — Approve

a. Reliability Standards Development Plan: 2011-2013 

b. Supplemental Violation Severity Level Modifications 

c. CIP Reliability Standards Versions 2, 3, and 4 Violation Risk Factors and Violations Severity Levels 

d. PRC-023 – Relay Loadability Reliability Standard and NERC Rules of Procedure Section 1700 - Challenges to Determinations 

2. Response to FERC Order on Three-Year ERO Performance Assessment* — Approve

















*Background materials enclosed.
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