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. INTRODUCTION

The North American Electric Reliability Corporation (“NERC”) submits this filing in
compliance with the directives in the Commission’s Order issued October 21, 2010 in this
docket.! In the October 21, 2010 Order, the Commission conditionally approved a revised pro
forma Amended and Restated Delegation Agreement between NERC and the eight Regional
Entities, revised Delegation Agreements between NERC and each of the eight Regional Entities,?
numerous amendments to the NERC Rules of Procedure (“ROP’), and proposed amendments to
the Bylaws of FRCC and MRO, to be effective January 1, 2011.3> However, the Commission
also directed that further revisions be made to the pro forma and individua Delegation
Agreements, to certain provisions of the ROP, and to the Bylaws of FRCC and MRO. The
Commission directed that the revised documents be submitted in a compliance filing to be made
within 120 days following the October 21, 2010 Order. Finaly, the Commission directed NERC
to include certain additional explanatory information in the compliance filing.

Section I11.A of thisfiling identifies the revisions to the Delegation Agreements that have
been made, and provides additional explanatory material required, in response to the October 21,

2010 Order.

! Order Conditionally Approving Revised Pro Forma Delegation Agreement, Revised Delegation
Agreements with Regional Entities, Amendments to Rules of Procedure and Certain Regional
Entity Bylaws, 133 FERC {61,061 (2010) (“October 21, 2010 Order”).

% The eight Regional Entities are Florida Reliability Coordinating Council (“FRCC”), Midwest
Reliability Organization (“MRO”), Northeast Power Coordinating Council (“NPCC"),
ReliabilityFirst Corporation (“ReliabilityFirst”), SERC Reliability Corporation (“SERC”),
Southwest Power Pool Regional Entity (“SPP RE”), Texas Reliability Entity (“Texas RE”), and
Western Electricity Coordinating Council (“WECC”).

3 NERC had filed the proposed revised Delegation Agreements, amended ROP and amended
FRCC and MRO Bylaws for approval on June 9, 2010. Petition for Approval of Revised Pro
Forma Delegation Agreement, Revised Delegation Agreements with the Eight Regional Entities,
and Amendments to the NERC Rules of Procedure (“June 9, 2010 Petition™).



Section I11.B identifies the amendments that have been made to the FRCC Bylaws and

the MRO Bylaws in response to the October 21, 2010 Order.

Section I11.C identifies amendments to Exhibit D of the NERC-WECC Delegation

Agreement for the purpose of adding to the WECC Hearing Procedures the shortened hearing

procedure included in Paragraph 1.3.2 of the NERC pro forma Hearing Procedures, in

accordance with a commitment previously made by NERC and WECC.*

Section [11.D identifies several non-substantive corrections and revisions that have been

made to the SPP, Texas RE and WECC Delegation Agreements submitted with thisfiling.

Section IV identifies the amendments that have been made to the ROP, including to

Appendix 4A and Appendix 4C, and provides additional explanatory material required, in

response to the October 21, 2010 Order.

This compliance filing includes the following Attachments:

Attachments 1A and 1B: Clean and redlined versions of the revised pro forma
Delegation Agreement.

Attachments 2A/2B through 9A/9B: Clean and redlined versions of the revised
Delegation Agreements with each of the eight Regional Entities. The revised
Delegation Agreements with FRCC and MRO (Attachments 2A/2B and 3A/3B) also
contain, in Exhibit B to the respective Delegation Agreements, the amended Bylaws
of FRCC and MRO. The revised Delegation Agreement with WECC (Attachments
9A/9B) aso contains the revisions to Exhibit D and the WECC Hearing Procedures.

Attachments 10A and 10B: Clean and revised versions of amended Sections 100
through 1600 of the NERC ROP.

Attachments 11A and 11B: Clean and revised versions of amended Appendix 4A to
the NERC ROP, Audit of Regional Entity Compliance Programs.

* Report of the North American Electric Reliability Corporation and Western Electricity
Coordinating Council in Response to August 29, 2009 Commission Order, filed December 23,
2010 in Docket No. RR06-1-026 (“NERC-WECC Report”).



o Attachments 12A and 12B: Clean and revised versions of amended Appendix 4C to
the NERC ROP, Uniform Compliance Monitoring and Enforcement Program.

[I. NOTICESAND COMMUNICATIONS

Notices and communications with respect to this filing may be addressed to:

Gerald W. Cauley Owen E. MacBride*

President and Chief Executive Officer Debra Ann Palmer

David N. Cook* Schiff Hardin LLP

Senior Vice President and Genera Counsel 1666 K Street, N.W., Suite 300

North American Electric Reliability Washington, DC 20036-4390
Corporation (202) 778-6400

116-390 Village Boulevard (202) 778-6460 —facsimile

Princeton, NJ 08540-5721 omacbride@schiffhardin.com

(609) 452-8060 dpalmer@schiffhardin.com

(609) 452-9550 — facsimile

david.cook@nerc.net Rebecca J. Michaal, Assistant General Counsel

North American Electric Reliability Corporation
1120 G Street, N.W., Suite 990

Washington, D.C. 2005-3801

(202) 393-3998

(202) 393-3995 —facsimile

Rebecca michael @nerc.net

*Persons to be included on the
Commission’s official servicelist.

1. REGIONAL DELEGATION AGREEMENTS

A. Responsesto October 21, 2010 Order

Revisions have been made to the pro forma Delegation Agreement and to the eight
individual Delegation Agreements in response to P 19 and P 25 of the October 21, 2010 Order.
There were no unique revisions required to any of the individual Delegation Agreements by the
October 21, 2010 Order; the revisions that have been made to the pro forma Delegation

Agreement have also been made to the individual Delegation Agreements.” The Board of

> Subsequent to the October 21, 2010 Order, NERC has made two filings with the Commission
that included amended Delegation Agreements with a total of three Regional Entities. (1) On
January 10, 2011, in Docket No. RR10-7-002, NERC filed the Compliance Filing of the North
American Electric Reliability Corporation in Response to July 12, 2010 and December 1, 2010
Commission Orders Relating to Compliance Monitoring and Enforcement Agreements Between
SERC Reliability Corporation and Florida Reliability Coordinating Council and Southwest
Power Pool Regional Entity and Related Amendments to Delegation Agreements (“CMEP

-3



Directors or other governing body of each Regional Entity has approved the revisions to its
respective Delegation Agreement, either by direct board action or by authorizing management of
the Regiona Entity to enter into amendments necessary to comply with the Commission’s
directives® The NERC Board of Trustees approved the revisions to the pro forma Delegation
Agreement and to the individual Delegation Agreements on February 17, 2011.”

In addition, P 28 of the October 21, 2010 Order directed NERC to submit information on
its plans for completing the first round of audits, and for conducting the second round of audits,
of the Regional Entities. Thisinformation is provided in this8l11.A, below.

October 21, 2010 Order, P 19:

19.  Asdrafted, proposed Section 8 [of the revised Delegation Agreements] does not address
whether the Commission and its staff would have access to information withheld from the
public. We do not believe that the intent of proposed Section 8 is to facilitate the withholding of
information from the Commission, and NERC has explicitly stated that rules-based limitations
do not apply to the Commission in other instances. [Footnote omitted.] However, NERC has not
made such a statement in proposed Section 8. In addition, section 39.2(d) of the Commission’s
regulations, 18 C.F.R. 8§ 39.2(d) (2010), requires NERC and each Regional Entity to provide the

Agreements Compliance Filing”). Thisfiling included amendmentsto 89(j), and to 85 of Exhibit
E, of the NERC-FRCC Delegation Agreement (in Attachments 5 and 6 of that filing) and
amendments to 89(j), and to 85 of Exhibit E, of the NERC-SPP RE Delegation Agreement (in
Attachments 7 and 8 of that filing). (2) On January 24, 2011, in Docket No. RR10-13-002,
NERC filed a Petition of the North American Electric Reliability Corporation for Approval of
Amendment to the 2011 Business Plan and Budget of Texas Reliability Entity, Inc. and
Amendment to Exhibit E to Delegation Agreement with Texas Reliability Entity, Inc. This
Petition included a proposed amendment to 86 of Exhibit E to the NERC-Texas RE Delegation
Agreement to describe Texas RE's proposed expanded non-statutory activities. All of these
amendments are reflected as existing text (i.e., not redlined) in the revised FRCC, SPP RE and
Texas RE Delegation Agreements that are being submitted with this compliance filing, in order
to highlight only the additional revisions to the Delegation Agreements that are being presented
in thisfiling.

® Additionally, the FRCC Board of Directors approved the amendment to the FRCC Bylaws on
December 15, 2010, and the MRO Board of Directors approved the amendment to the MRO
Bylaws on December 2, 2010.

" The NERC Board approved the amendment to the FRCC Bylaws on January 7, 2011, and
approved the amendment to the MRO Bylaws on February 17, 2011.



Commission with such information as is necessary to implement section 215 of the FPA.
Accordingly, we require NERC and the Regional Entities to clarify that the Commission and its
staff will have full access to information made non-public under proposed Sections 8(a)(iii),
(o)(iv), and (d) of the revised Pro Forma Delegation Agreement (and the revised Delegation
Agreements with the Regional Entities that adopt the relevant portions of proposed Section 8).2

8 This access would not relate to information from or about a Canadian or Mexican
entity or reliability regulator in the absence of any agreement authorizing such access.

NERC Response:

Section 8(a)(iii) of the revised Delegation Agreements specifies that the President of
NERC may request a Regional Entity to develop, submit for NERC approval, and implement
action plans to address areas of the Regional Entity’s performance that are reasonably
determined by NERC, based on anaysis of the Regional Entity’s performance against
performance goals, measures and parameters, or performance of specific activities, to be
unsatisfactory; and that the Regional Entity’s final action plan is to 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.” Section 8(c) of the revised Delegation Agreements
specifies that NERC may issue directives to the Regional Entity concerning the manner in which
it shall perform its delegated functions and related activities under the Delegation Agreement;
88(c)(iv) specifies a procedure for determining if a particular directive issued by NERC shall be
made public or maintained as non-public. Finally, §88(d) of the revised Delegation Agreements
specifies that the NERC Board, or a Board committee with delegated authority, may issue
guidance or directions as to the manner in which one or more Regiona Entities shall perform
delegated functions and related activities, and that any such guidance or directions 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.



In response to P 19 of the October 21, 2010 Order, the following new subsection 8(g) has
been added to the pro forma Delegation Agreement and the individual Delegation Agreements:

(@9 The Commission and the Commission staff shall have full access to 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.

October 21, 2010 Order, PP 24-25:

24. Proposed Section 8 of Exhibit E does not clearly authorize NERC to review all
underlying financial records [of the Regional Entity]. Instead, under the proposal, NERC may
only review the financial statements and the supporting documents used to produce financial
statements. It isimportant that NERC continue to have the ability to review underlying financial
records of the Regional Entities. In Order No. 672, the Commission stated that, in general, the
Commission oversees the ERO and the ERO oversees any approved Regiona Entity. The
Commission required that the ERO periodically audit each Regiona Entity’s ongoing
compliance with the relevant statutory and regulatory criteria and performance in enforcing
Reliability Standards.®® For it to effectively execute its responsibility as the ERO, NERC must
have the ability to review the underlying financial records of the Regiona Entities to make
certain that income, revenue and expenses from non-statutory activities are properly segregated;
to ensure that funds are adequately controlled; and to guarantee compliance with the
requirements established in section 215 of the FPA and Part 39 of the Commission’s regulations.

13 Order No. 672, FERC Stats. & Regs. 31,204 at P 772-773.

25.  Thus, we direct NERC to revise Section 8 of the Pro Forma Delegation Agreement (and
the revised Delegation Agreements with the Regional Entities that adopt the relevant portions of
proposed Section 8 of Exhibit E) to provide that NERC may review al financial records of the
Regional Entities, including records not used to prepare financial satements.™

" For the same reasons, the Commission’s directive applies to NERC's proposed

deletion of nearly identical language in Section 1104.3 of the ROP.

NERC Response:

Section 8 of Exhibit E of the pro forma Delegation Agreement and the individual
Delegation Agreements has been revised as follows:
8. NERC Review of Regional Entity Financial Staterments Records

Upon a request made to [Regional Entity] with reasonable notice, NERC shall
have access to and may review all financia records of [Regiona Entity],
including records used to prepare [Regional Entity’s] financial statements. NERC
shall conduct reviews of the quarterly and annual financial statements submitted
by [Regional Entity] pursuant to Section 9(h) and (i) of the Agreement. [Regional

-6-



Entity] shal provide supporting documentation for the quarterly and annual
financia statements as reasonably requested by NERC based-on-itsreviews.

Additionally, in response to footnote 14 in the October 21, 2010, Order, §1104.3 of the ROP,
which NERC had proposed to delete in its entirety, has been restored to the ROP. The text of
81104.3 isasfollows:

3. NERC shall also have the right to review from time to time, in reasonable
intervals but no less frequently than every three years, the financial books and
records of each regional entity having delegated authority in order to ensure
that the documentation fairly represents in all material respects appropriate
funding of delegated functions.

October 21, 2010 Order, P 28:

28. NERC has completed only five of eight audits of the Regional Entities, and these audits
focused on process, not quality of output.'” We are therefore concerned that extending the audit
period will delay NERC's review of the Regional Entities performance quality for as many as
five years. Accordingly, we direct NERC to submit a plan for timely auditing the Regional
Entities, explaining: (i) when it will complete the first round of audits;*® and (ii) when it will
perform the second round of audits.

7 NERC June 9, 2010 Filing at 65.
18 As explained below, it is our expectation that NERC will complete such initial audits
by the end of calendar year 2011.

NERC Response:

On December 23, 2010, NERC made an Informational Filing in Docket Nos. RR09-7-
000 and RR10-11-000 in response to P 773 of Order No. 672 regarding NERC’ s initial audits of
the Regional Entities and its plan for future audits® In the December 23, 2010 Informational
Filing, NERC reported that it had completed the initial audit activities of five of the eight

Regional Entities and expects to complete the initial audit activities for the remaining three

8 Informational Filing of the North American Electric Reliability Corporation in Response to
Paragraph 773 of Order No. 672 Regarding the Initial Three Year Regional Entity Audits and
Plan for Future Audits, filed December 23, 2010 (“*December 23, 2010 Informational Filing”).
Order No. 672 is Rules Concerning Certification of the Electric Reliability Organization; and
Procedures for the Establishment, Approval, and Enforcement of Electric Reliability Sandards,
114 FERC 1 61,104 (2006).



Regional Entities by December 31, 2011.° Specific, NERC reported that the initial audit
activities have been completed for MRO, NPCC, ReliabilityFirst, SERC and SPP RE;* and that
the audit activities for FRCC, Texas RE and WECC would be completed by December 31,
2011."" With respect to the second round of audits of the Regional Entities, NERC stated that it
intends to conduct the second round of audits commencing in the third quarter of 2011 and
expects to conclude them by the end of calendar year 2016.*

The December 23, 2010 Informational Filing contains detailed discussion of (1) the
initial audit activities that were performed for MRO, NPCC, ReliabilityFirst, SERC and SPP RE,
(2) the initial audit activities that are planned for FRCC, Texas RE and WECC, and (3) NERC's
plans to move to a performance-based Regiona Entity Audit Program that will be used for the
second round of audits of the Regional Entities and will include continuous oversight of the
Regional Entities’ activities through a series of Spot Checks. NERC intends to submit a further
informational filing to the Commission on the restructured Regiona Entity Audit Program by

December 31, 20115

® December 23, 2010 Informational Filing at 1.

19 The reports of the audits of these five Regional Entities are posted on NERC's website at
http://www.nerc.com/page.php?cid=3|26|349.

" December 23, 2010 Informational Filing at 1, footnote 2.
12 December 23, 2010 Informational Filing at 1, footnote 2.

13 December 23, 2010 Informational Filing at 10.



B. Amendmentsto FRCC and M RO Bylaws Directed by October 21, 2010 Order

1. Florida Reliability Coordinating Council Bylaws

October 21, 2010 Order, PP 32-33:

32. The amendment to Section 5.4 [of the FRCC Bylaws as filed for approval in the June 9,
2010 Petition] represents an improvement but should be consistent with the recommendations
made as a result of the Commission’s order accepting the Commission staff’s audit report of
FRCC. The audit report, accepted by the Commission after NERC filed its present petition for
approval of the revised Delegation Agreement with FRCC, recommended that FRCC “[r]evise
its bylaws to clarify that: () the FRCC RE is responsible for the operations of the RE and the
effective and efficient implementation of the CMEP to meet the guidance of NERC and the
Commission.” In response to the audit report, FRCC provided clarification and concurred with
the recommendations.®

%2 Florida Reliability Coordinating Council, Inc., 131 FERC 1 61,262 at P 18.
33. We direct NERC and FRCC to revise Section 5.4 of Exhibit B to include language
specifying FRCC's authority over the CMEP, as recommended in the FRCC audit report and
consistent with FRCC’ s concurrence.

NERC-FRCC Response:

Section 5.4 of the FRCC Bylaws has been amended as shown below:

Section 5.4 Compliance Committee. The FRCC Regional Entity
compliance staff is responsible for the effective and efficient implementation of
the NERC Compliance Monitoring and Enforcement Program to meet the
guidance of NERC and FERC. The Compliance Committee is charged with the
responsibility of promoting reliability of the bulk power system within the FRCC
region through compliance related activities. Each Voting Member may appoint

one (1) representative, empowered to vote on behalf of the Voting Member, to
serve on the Compliance Committee. A representative may, if unable to attend a
meeting, designate, in writing, an alternate to act on behalf of the representative.
Quorum and Voting Rights shall be as defined in Sections 5.7 and 5.8. The
Complrance Commlttee shaII report drrectly to the Board and rsehargedwr%h—the

' 3 is separate
and digti nct from the Board Compllance Comm|ttee WhICh is primarily a“hearing
body” and has a different voting structure as outlined in Exhibit D of the
Delegation Agreement between the North American Electric Reliability
Corporation and FRCC. The Compliance Committee may establish
subcommittees and task forces as deemed necessary by its membership.




The Bylaws amendment was approved by the FRCC Board of Directors on December 15, 2010,
and was approved by the NERC Board on January 7, 2011. The amended FRCC Bylaws are
included in Exhibit B to the NERC-FRCC Delegation Agreement in Attachments 2A (clean
version) and 2B (redlined version).'*

2. Midwest Reliability Organization Bylaws

October 21, 2010 Order, P 36:

36. The Commission approves the proposed amendments to MRO'’s Bylaws [as filed for
approval in the June 9, 2010 Petition] with the following exception. The amendment to Section
18.1 eliminates enforcement of regiona criteria which MRO refers to as “Organizational
Standards.” However, as amended, Section 18.1 reads, “ The Corporation shall be responsible for
making final determinations regarding whether a Member has violated a Reliability Standard in
accordance with the NERC Rules of Procedure.” All registered entities must adhere to
Reliability Standards, however, whether they are MRO members or not. There are no
differences between the enforcement procedures for members and non-member registered
entities in the United States as they pertain to Reliability Standards. We, therefore, direct NERC
and MRO to clarify Section 18.1 or replace “Member” with “Registered Entity.”

NERC-MRO Response:

In accordance with P 36, § 18.1 of the MRO Bylaws has been amended as shown below:

Section 18.1 Hearing. Except as otherwise provided in applicable
agreements and/or law governing a Member’s membership in the Corporation, the
Corporation shal be responsible for making final determinations regarding
whether a member—Registered Entity has violated a Reliability Standard in
accordance with the NERC Rules of Procedure.

The Bylaws amendment was approved by the MRO Board of Directors on December 2, 2010,
and was approved by the NERC Board on February 17, 2011. The amended MRO Bylaws are
included in Exhibit B to the NERC-MRO Delegation Agreement in Attachments 3A (clean

version) and 3B (redlined version).

 The amendment to §5.4 of the FRCC Bylaws was also included in Exhibit B to the NERC-
FRCC Delegation Agreement that was submitted in Attachments 5 and 6 to the CMEP
Agreements Compliance Filing.

-10-



C. WECC Hearing Procedur es

On December 23, 2010, NERC and WECC filed the NERC-WECC Report, in which
NERC and WECC stated that WECC would amend the WECC Hearing Procedures (which are
included in Exhibit D to the NERC-WECC Delegation Agreement) to add the shortened hearing
procedures found in paragraph 1.3.2 of the NERC pro forma Hearing Procedures.”> The NERC-
WECC Report also stated that WECC needed to complete internal corporate actions, including
obtaining formal approval of its Board, to revise the WECC Hearing Procedures to incorporate
the shortened hearing procedures; thereafter, the revised WECC Hearing Procedures would need
to be submitted to NERC for approval by the NERC Board.'®* The NERC-WECC Report stated
that in the interests of efficiency and to reduce the number of WECC and NERC Board actions
and Commission filings otherwise needed, the revision to the WECC Hearing Procedures would
be approved by the WECC and NERC Boards and filed with the Commission for approval in
conjunction with the amendments to the NERC-WECC Delegation Agreement required by the
October 21, 2010 Order.”

The revised WECC Hearing Procedures, incorporating the shortened Hearing Procedures,
are included in Exhibit D to the revised NERC-WECC Delegation Agreement being submitted

with this compliance filing (Attachments 9A and 9B). The following revisions have been made

> NERC-WECC Report at 4. The NERC pro forma Hearing Procedures are Attachment 2 to the
NERC Compliance Monitoring and Enforcement Program, Appendix 4C to the NERC ROP.
The issue as to whether the WECC Hearing Procedures should include the shortened hearing
procedures originated in the Compliance Filing of the North American Electric Reliability
Corporation in Response to April 19, 2007 Order, filed October 30, 2007, at 42-45, and the
Commission ‘s March 30, 2008 Order Addressing Revised Delegation Agreements, 122 FERC
61,245 (2008), at P 230.

® NERC-WECC Report at 4.

" NERC-WECC Report at 4-5.

-11-



to the WECC Hearing Procedures:

In Paragraph 1.4.2, Other Discovery Procedures, in item (7) (renumbered from item
(6) to correct a previous typographical error), a cross-reference has been changed
from “Paragraph 1.5.2" to “Paragraph 1.5.3" to reflect subsequent renumbering of

paragraphs.

Also in Paragraph 1.4.2, a new item (8) has been added to authorize the Hearing
Officer to establish an appropriate discovery schedule in the event the shortened
hearing procedure is used in a proceeding. The text of new item (8) corresponds to
the text of item (j) of Paragraph 1.5.8 of the NERC pro forma Hearing Procedures.

A new Paragraph 1.5.1, Shortened Hearing Procedure, has been added to incorporate
the shortened hearing procedures. The text of Paragraph 1.5.1 corresponds to the text
of Paragraph 1.3.2 of the NERC pro forma Hearing Procedures.

The paragraphs of the WECC Hearing Procedures formerly numbered as 1.5.1
through 1.5.5 have been renumbered as Paragraphs 1.5.2 through 1.5.6.

The title of Paragraph 1.5.2 (formerly Paragraph 1.5.1) has been changed from
“Genera” to “General Hearing Procedures.”

Additionally, 81.0 of Exhibit D to the NERC-WECC Delegation Agreement has been

revised as follows:

WECC 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 WECC’ s geographic or electrical boundaries, and such other scope,
set forth on Exhibit A of this Agreement; provided, however, that Section 5.3(vii)
of the WECC Compliance Monitoring and Enforcement Program dees-net refers
to Section 1.5.1 in Attachment 2, Hearing Procedures rather than Section

1.3.2shortened hearing procedures.

The revised text of 81.0 is necessary to reflect the different organization and numbering of

provisions in the WECC Hearing Procedures than in the NERC pro forma Hearing Procedures,

including the insertion of the shortened hearing procedure (which is Paragraph 1.3.2 of the

NERC pro forma Hearing Procedures) as Paragraph 1.5.1 of the WECC Hearing Procedures.
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D. Non-substantive Corr ections and Revisionsto Certain Delegation Agreements

The following non-substantive corrections and revisions have been made to certain of the
individual Delegation Agreements submitted with thisfiling:

1. In 819, Notice, of the NERC-SPP Delegation Agreement (Attachments 7A and
7B), the name of the addressee for notices to SPP RE has been changed.

2. In 819, Notice, of the NERC-Texas RE Delegation Agreement (Attachments 8A
and 8B), the address for Texas RE has been changed to reflect its current office location.

3. In 81 of Exhibit E to the NERC-WECC Delegation Agreement (Attachments 9A
and 9B), the words “funded through the ERO funding mechanism” erroneously appeared twice;
this scrivener’s error has been corrected.

V. NERC RULES OF PROCEDURE

A. Process for Development of Proposed Revisions

Following receipt of the October 21, 2010 Order, NERC worked with the Regional
Entities to develop revisions to the ROP that would be responsive to directivesin the Order. The
proposed revisions were posted on NERC’ s website, in redlined format, for stakeholder comment
on January 7, 2011, for acomment period through February 8, 2011. The posting identified the
provision in the October 21, 2010 Order that each proposed revision was intended to address.
Comments on the proposed revisions were submitted by two entities and pertained only to
proposed revisions to Appendix 4C of the ROP.* As discussed below, the comments led to

several changes being made to the proposed revisions to Appendix 4C from those originally

'8 The NERC Board approved posting the proposed revisions for a comment period shorter than
the usual 45-day comment period for proposed revisions to the ROP.

19 Comments were submitted by Progress Energy Carolinas, Inc. and Progress Energy Florida,
Inc. (“Progress Energy”) and by Manitoba Hydro. The comments are posted at
http://www.nerc.com/page.php?cid=1|8|169.
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posted for comment, prior to submission of the final package of proposed revisions to the ROP
that were submitted to the NERC Board of Trustees for approval. The NERC Board approved
the ROP revisions that are being submitted with this compliance filing on February 17, 2011.

In addition, P 50 of the October 21, 2010 Order directed NERC to provide further
explanation and justification for the proposed amendment to 8402.1.3.2 of the ROP to eliminate
the requirement to perform validations of Regional Entities audits of registered entities. This
additional information is provided in 8VI.B, below.

B. Amendmentsto NERC Rules of Procedur e Sections 100 — 1600

Clean and redlined versions of Sections 100 — 1600 of the ROP are provided as
Attachments 10A and 10B, respectively, of this compliance filing.

October 21, 2010 Order, P 50:

50. Regarding NERC' s proposal to eliminate its requirement to perform an audit validation
as part of its audit of a Regional Entity, NERC has not provided a sufficient explanation to
support its contention that Regional Entity audit validation is “a burden to the registered entities
that were re-audited.”® NERC offers no evidence that Regional Entity audit validation requires
significant participation by registered entities that would make the process unduly burdensome to
such entities. Indeed, the audit validation’s purpose is to test the audit techniques and robustness
of the Regional Entity’s audit program —it is not to review the compliance of aregistered entity.
Accordingly, we direct NERC to provide in its compliance filing a further explanation and
justification for eliminating the audit validation requirement, including an explanation of what
other tools NERC has that it believes are sufficient to monitor the effectiveness of the Regional
Entities Compliance Enforcement Programs. **

% NERC June 9, 2010 Filling at 66.

3 We note that contrary to NERC's statement that “an initial round of NERC audits has
been conducted,” NERC has, in fact, to date only audited five Regional Entities.
NERC June 9, 2010 Filing at 65. The Commission expects NERC to complete the
initial auditing process by the end of calendar year 2011.

NERC Response:

Paragraph 50 of the October 21, 2010 Order concerns the proposed elimination of
8402.1.3.2 of the ROP, which required NERC to perform an audit validation of Regional Entity

compliance audits of registered entities. In developing the proposed revisions to the ROP,
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several Regional Entities expressed the strong opinion that the NERC audit validation processes
had imposed burdens on registered entities in their Regions that had undergone compliance
audits which were then used for audit validations by NERC. However, despite the elimination of
8402.1.3.2, NERC believes that “audit validation” is an important tool to assess performance of
the Regional Entities in carrying out the compliance audit function and, ultimately, to improve
consistency among the Regional Entities in conducting compliance audits of registered entities.
Going forward, NERC intends to conduct audit validation in a more focused manner than the
previous audit validation process. As described in the December 23, 2010 Informational
Filing,®® NERC will maintain an oversight of compliance audits conducted by Regional Entities
through more focused components of NERC's restructured Regiona Entity audit program.
Audit validation will be one of severa modules in which NERC will assess performance of, and
enhance consistency among, the Regional Entities through a more continuous audit process of
the Regional Entities. Validation of a Regional Entity’s compliance audits will be conducted in a
more focused manner through focused Spot Checks of the Regional Entity’s auditing of key
reliability standards (e.g., standards on the current list of actively-monitored standards, or
standards that have been identified as critical to reliability of the bulk-power system) and of key
registered functions. Validation of the Regional Entity’s Spot Checks of registered entities will
also be conducted. The key reliability Spot Check program has been initiated with a Spot Check
focused on Reliability Standard PRC-005, Transmission and Generation Protection System
Maintenance and Testing. The substantive work of this first key reliability Spot Check has been

completed, and the initial results were presented to the NERC Board of Trustees Compliance

20 See the NERC Response to P 28 in §l11.A, above.
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Committee in January 2011 and to stakeholders at the BOTCC open meeting on February 16,
2011. Thefinal public report istargeted for public release in March 2011.

With respect to footnote 34 of the October 21, 2010 Order, as stated in 8lI1.A above in
the response to P 28 of the October 21, 2010 Order, NERC expects to complete the initial round
of audit activities for FRCC, Texas RE and WECC by December 31, 2011.

October 21, 2010 Order, P 25:

25.  Thus, we direct NERC to revise Section 8 of the Pro Forma Delegation Agreement (and
the revised Delegation Agreements with the Regional Entities that adopt the relevant portions of
proposed Section 8 of Exhibit E) to provide that NERC may review all financial records of the
Regional Entities, including records not used to prepare financial statements.**

14 For the same reasons, the Commission’s directive applies to NERC's proposed

deletion of nearly identical language in Section 1104.3 of the ROP.

NERC Response:

With respect to the directive in footnote 14, as stated above in 8lI1.A of this filing in
response to PP 24-25 of the October 21, 2010 Order, 81104.3 of the ROP, which NERC had
proposed to delete in its entirety, has been restored to the ROP.

October 21, 2010 Order, P 74, footnote 48:

“*8 The Commission believes that the language in proposed Section 1208.6 [of the ROP)|
should be edited as follows to correct atypographical error: “. . . that FERC order amendments to
the delegation agreements of the two registered regional entities to effectuate the proposed
transfer.

NERC Response:

Footnote 48 of the October 21, 2010 Order correctly identifies a typographical error in
proposed §1208.6 of the ROP. Section 1208.6 has been corrected as follows:

6. If the NERC Board of Trustees disapproves a proposed transfer presented to
it pursuant to either section 1208.3 or 1208.4, the regional entity or entities
that believe the transfer is appropriate may, if requested to do so by the
registered entity, file a petition with FERC pursuant to 18 C.F.R. section
39.8(f) and (g) requesting that FERC order amendments to the delegation
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agreement of the two registered regional entities to effectuate the proposed

transfer.

October 21, 2010 Order, P 92:

92. ... [W]e note that ROP Section 401.11 (as compared to 401.11.3) does not alert
the reader that settlements which do not result in a*“Confirmed Violation” are among the
permissible public postings to be discussed in the subsections of 401.11 (specifically,
401.11.3). Although not raised by the 1SOs, this omission could cause confusion and we
direct NERC to remedly it.

NERC Response:

Section 401.11 of the ROP has been revised as follows:

11. Public Posting — When the affected bulk power system owner, operator, or
user either agrees with a possible or alleged violation(s) of a reliability
standard(s) or a report of a compliance audit or compliance investigation,_or
enters into a settlement agreement concerning a possible or alleged

violation(s), or the time for submitting an appeal is passed, or al appeals
processes are complete, NERC shall, subject to the confidentiality
requirements of these rules, publicly post each confirmed violation, penalty or
sanction, settlement agreement, and final compliance audit or compliance
investigation report, on its Web site.

111

112

11.3

Each bulk power system owner, operator, or user may provide
NERC with a statement to accompany the violation or report to be
posted publicly. The statement must be on company letterhead and
include a signature, as well as the name and title of the person
submitting the information.

In accordance with Section 1500, information deemed by a bulk
power system owner, operator, or user, regional entity, or NERC as
critical energy infrastructure information (NERC Security
Guidelines for the Electricity Sector — Protecting Potentially
Sensitive Information may be used as a guide) or other confidential
information shall be redacted in accordance with Section 1500 and
not be released publicly.

Subject to redaction of critical energy infrastructure information or
other confidential information, for each confirmed violation or
settlement relating to a possible violation or an aleged violation,
the public posting shall include the name of any relevant entity, the
nature, time period, and circumstances of such possible, alleged or
confirmed violation, any mitigation plan to be implemented by the
entity in connection with the violation or settlement, and sufficient
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facts to assist owners, operators and users of the bulk power
system to evaluate whether they have engaged in or are engaging
insimilar activities.

C. Amendmentsto Appendix 4A to the NERC Rules of Procedure

Appendix 4A to the ROP is Audit of Regional Entity Compliance Programs. Clean and
redlined versions of Appendix 4A are provided as Attachments 11A and 11B, respectively, of
this compliance filing.

October 21, 2010 Order, PP 77-78:

77.  Although this section [the “Planning or Pre-Audit” section of Appendix 4A] does not
state at what point within the 60 days the NERC ATL [Audit Team Leader] will send the pre-
audit questionnaire and request(s) for information, the Regional Entity is required to provide its
responses 30 days before the on-site audit. The proposed language is silent regarding the length
of time a Regional Entity has to respond to the pre-audit questionnaire and request(s) for
information once it receives the documents. Potentially, NERC could send the pre-audit
guestionnaire and information request(s) 31 days before the start date of the on-site audit,
thereby normally giving the Regional Entity just one day to respond if it must respond 30 days
before the on-site audit.

78.  We therefore direct NERC to revise its language to state, instead, the minimum amount
of time the audited Regional Entity is given to respond after it receives the pre-audit
guestionnaire and information request(s).

NERC Response:

The first paragraph of the section captioned “Planning or Pre-Audit” in Appendix 4A has
been revised as shown below:

At least sixty (60) days prior to the on-site audit, #the NERC ATL shall send a
Notification of Intent to Audit letter to the CEO of the regiona entity to be

audited, at least sixty (60) days prior to the on-site audit. The letter will
containing the scope of the audit and key audit dates;—Altsewithin-the same-sixty

{60)—day-timeperiod—the NERC-ATL; and shall send to the audited regional
entity: (i) pre-audit questionnaire(s), and (ii) request(s) for information. The

audited regional entity returns a complete questionnaire to NERC, along with the
requested reports and other documentation, thirty (30) days prior to the on-site
audit.
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Under this revision, the NERC ATL will be required to send the pre-audit questionnaire and
information request(s) to the Regiona Entity at least 60 days before the on-site audit, with
responses due at least 30 days before the on-site audit, thereby giving the Regional Entity a
“minimum amount of time” of at least 30 days to prepare and submit its responses to the pre-
audit questionnaire and information request(s) before the start of the on-site portion of the audit.
This timing will be consistent with the timing of the process steps in compliance audits of
registered entities. (See 83.1.1 of Appendix 4C, Compliance Monitoring and Enforcement
Program, to the ROP, provided in Attachment 12A to this compliance filing.)

October 21, 2010 Order, PP 79-80:

79. In the last paragraph of the section entitled “Reporting,” NERC proposes the following
language: “If there are exceptions to the identified audit scope, the regional entity shall develop a
corrective action plan to resolve the exceptions noted by the audit and provide quarterly updates
to NERC on the status of the corrective actions until completed.” [footnote omitted.]

80. The Commission directs NERC to clarify the meaning of the proposed language in this
section. Specifically, it is unclear whether the term “exceptions’ relates to problems with the
scope of the NERC audit or, instead, to failures by the Regiona Entity that are identified in the
course of the NERC audit.>

2 |n the context of Appendix 4A, “exceptions’ appears to refer to ways in which the
audited Regional Entity faills to meet its requirements for implementing the
Compliance Monitoring and Enforcement Program and other NERC Rules of
Procedure.

NERC Response:

The purpose of the paragraph in Appendix 4A referred to in PP 79-80 of the October 21,
2010 Order is to require the Regional Entity to develop a corrective action plan for the audit

findings. Accordingly, this paragraph has been revised as follows for clarification:

H-there-are-exceptions-to-the-tdentified—audit-scope—tThe regiona entity shall

develop a corrective action plan to resolve the findings, if any, of exeeptions
neted-by the audit report and shall provide quarterly updates to NERC on the
status of the corrective actions until completed.
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D. Amendmentsto Appendix 4C to the NERC Rules of Procedure

Appendix 4C to the ROP is the Compliance Monitoring and Enforcement Program
(“CMEP”). Clean and redlined versions of Appendix 4C are provided as Attachments 12A and
12B, respectively, of this compliance filing.

October 21, 2010 Order, P 106:

106. [W]e are concerned about the use of the proposed phrase “and is enforceable” in Sections
1.1.22 and 5.1, which could be misinterpreted as granting a Compliance Enforcement Authority
discretion to determine whether a particular reliability standard is enforceable. A Reliability
Standard’s enforceability in the United States is solely determined by Commission approval of
the standard pursuant to section 215(d) of the FPA. [Footnote omitted.] The Compliance
Enforcement Authority, rather, must determine whether an entity it finds to be registered is
obligated to comply, based on any of its registered functions, as described in the Reliability
Standard requirement(s) at issue. In thisway, NERC or a Regional Entity can determine whether
the requirement(s) may be enforced as to the registered entity. For example, if an entity is
registered as a transmission provider, and an applicable Reliability Standard requirement
obligates a transmission provider to perform a duty or to take an action, that requirement is
enforceable as to the entity. Accordingly, subject to this interpretation, we approve CMEP
Sections 1.1.22 and 5.1.

NERC Response:

Although the Commission, in P 106, approved proposed 8§1.122 and 85.1 of the CMEP
subject to the Commission’s interpretation, NERC is proposing revisions to these sections to
address the ambiguities discussed by the Commission in P 106. Specifically, NERC proposes to
revise §1.1.22 and 85.1 as follows:

1.1.22 Preliminary Screen: Aninitial evaluation of evidence indicating potential
noncompliance with a Reliability Standard has occurred or is occurring,
conducted by the Compliance Enforcement Authority for the purpose of
determining whether a Possible Violation exists, and consisting of an
evaluation of whether (1) the entity alegedly involved in the potential
noncompliance is registered, and (2) the Reliability Standard requirement
to which the evidence of potential noncompliance relates is applicable to a
reliability function for which the entity and is registeredenforceable.
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51 Preliminary Screen

If the Compliance Enforcement Authority identifies or obtains evidence of
potential noncompliance with a Reliability Standard, the Compliance
Enforcement Authority shall perform a Preliminary Screen to determine whether
there is a Possible Violation. A Preliminary Screen shall be limited to
determining whether:

(i) the entity allegedly involved in the potential noncompliance is a
Registered Entity; and

(i)  the Reliability Standard requirement to which the evidence of
potential noncompliance relates is applicable to a reliability
function for which the entity;-and is registeredenferceable.

With these clarifying changes, any alegation or evidence of potential noncompliance
with aReliability Standard will pass through the Preliminary Screen stage and become a Possible
Violation unless either (1) the entity involved in the allegation or evidence of potential
noncompliance is not a registered entity, or (ii) the Reliability Standard requirement involved in
the evidence or allegation of noncompliance is not applicable to a reliability function for which
the entity is registered. All other allegations or evidence of noncompliance with a Reliability
Standard will pass through the Preliminary Screen, become a Possible Violation (and be reported
by the Regional Entity to NERC and by NERC to the Commission, in accordance with 88.0 of
the CMEP), and be further investigated as to whether it is an Alleged Violation. Pursuant to §85.1
and 88.0 of the CMEP, no alegation or evidence of nhoncompliance with a Reliability Standard
that involves an alleged noncompliance with a Reliability Standard requirement that is applicable
to the entity involved in the allegation or evidence will fail to pass the Preliminary Screen, fail to
become a Possible Violation, and fail to be reported by the Regional Entity to NERC and by
NERC to the Commission. With these changes, as stated in the June 9, 2010 Petition, 81.1.22
and 85.1 establish a clear, consistent, early, bright-line demarcation of the point at which all

Regional Entities must enter a potential noncompliance matter into the NERC compliance
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reporting and tracking system and report it to NERC, and NERC will report it to the
Commission.?

October 21, 2010 Order, P 107:

107. The CMEP does not require a registered entity to retain records relating to a Possible
Violation until it receives a Notice of Possible Violation pursuant to revised CMEP Section 5.1.
This provision, as proposed by NERC, does not establish any time period for completing the
Preliminary Screen that NERC describes as essentially a ministerial process. To increase the
probability that data and records relating to a Possible Violation remain available to a
Compliance Enforcement Authority after completion of a Preliminary Screen, we direct NERC
in its responsive filing to establish in Section 5.1 a reasonable maximum time period for
completion of a Preliminary Screen.

NERC Response:

The following text is being added in 85.1, Preliminary Screen, of the CMEP, immediately
following the text quoted above in the response to P 106:
The Compliance Enforcement Authority shall complete the Preliminary Screen

within five (5) business days after identifying or obtaining evidence of potential
noncompliance with a Reliability Standard.

The proposed revision to 85.1 as posted for comment on January 7, 2011 specified that
the Compliance Enforcement Authority shall complete the Preliminary Screen within 30 days
after identifying or obtaining evidence of potential noncompliance with a Reliability Standard.
However, based on ongoing discussions among NERC and the Regional Entities, it was
determined that the 30-day period specified in the posted version should be changed to 5
business days. Thirty days was deemed to be an excessively long period to alow for completion
of a Preliminary Screen in light of the limited and non-substantive nature of the review to be
performed as the Preliminary Screen (i.e., the Preliminary Screen is not intended to encompass

review or analysis of the evidence of potential noncompliance).

2! June 9, 2010 Petition at 109-110 and 117-119.
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October 21, 2010 Order, P 110:

110. The Commission rejects NERC's proposal to allow representatives of other registered
entities to attend Compliance Audits. We recognize that there might be some potential benefits
from, for example, faster dissemination of lessons learned from Compliance Audits. The
Commission, nevertheless, finds that this proposal could reduce the overall effectiveness of the
Compliance Audits. The frank exchange of information and views, particularly confidential
information, between the Regional Entity auditors and the registered entity being audited may be
hindered by the presence of another registered entity. It also is not clear to us how a possible
violation that is discovered during a Compliance Audit attended by representatives of other
registered entities could remain non-public until NERC files a Notice of Penalty with the
Commission, as required by section 39.7(b)(4) of the Commission’s regulations.®® For these
reasons, the Commission rejects NERC’'s proposal to allow, at the request of the registered
entity, representatives of other registered entities to attend the audit for educational purposes.
Moreover, NERC and the Regional Entities have other, more appropriate tools at their disposal
to educate registered entities without potentially introducing a disruptive element that may, in
fact, hinder the Regional Entities in the performance of their compliance duties.**

% 18 C.F.R. § 39.7(b)(4) (2010).
%! Such relevant tools include compliance workshops, seminars, and the dissemination of
“lessons learned” information.

NERC Response:

Section 3.1.5.3 of the CMEP has been revised as follows:

In any Regiona Entity Compliance Audit of a Registered Entity: (i) NERC Staff
(which may include contractors to NERC) may participate either as observers or
as audit team members; (ii) members of the Regional Entity’s Compliance staff,
in addition to the audit team, may participate as observers, (iii) with the
permission of the Regiona Entity, compliance staff members of other Regional
Entities may participate either as observers or as audit team members;_and (iv)
representatives of FERC and of other Applicable Governmental Authorities may
participate either as observers or as audit team members so long as the Registered
Entity is subject to the Appllcable Governmental Authorlty s rellablllty
jUI’ISdICtIOh' nd (v

educational purposes. In addltlon at the requeﬂ of the Remstered Entltv be| ng

audited, the Regional Entity may allow attendance at the Compliance Audit by:
(1) representatives of corporate affiliates of the Registered Entity being audited
that are Registered Entities or that provide compliance services, support or
oversight to the Registered Entity being audited, and (2) representatives of
Registered Entities whose compliance activities are conducted by the Registered
Entity being audited or by the same corporate entity that conducts the compliance
activities of the Registered Entity being audited (e.q., representatives of other
members of a Joint Registration Organization or of participants in a Coordinated
Functional Registration pursuant to Section 500 of the Rules of Procedure). Each
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such additional attendee must execute a confidentiality agreement approved by
the Regional Entity.

The Compliance Audit team leader or other staff of the Regiona Entity

conducting the Compliance Audit will communicate in advance with any

observers or other attendees to ensure there are no undue disruptions to the audit,

such as space limitations, no conflicts of interest, and no other considerations that

in the judgment of the Compliance Audit team leader may be detrimental to the

conduct and quality of the audit. If the Compliance Audit team leader identifies

any such issues, he/she shall work with the proposed observers or attendees to

facilitate observation in a less disruptive manner; or, aternatively, the Regional

Entity Compliance staff will work with the proposed observers or attendees to

schedule their participation in, observation of, or attendance at a different

Compliance Audit in which such issues are not presented.

The text proposed to be added at the end of the first paragraph of 83.1.5.3 is the result of
a comment submitted by Progress Energy to the proposed revisions that were posted for
comment. Progress Entity pointed out severa scenarios in which entities other than the
Registered Entity being audited could have a legitimate interest (or even role) in the Compliance
Audit and should be allowed to attend the Compliance Audit. These scenariosinclude: (1) where
an affiliate of the Registered Entity being audited, such as its parent holding company or an
affiliated services company, provides compliance-related services, support or oversight to the
Registered Entity being audited;? (2) where an affiliate of the Registered Entity being audited is
also a Registered Entity; and (3) where the Registered Entity being audited is responsible for the
compliance activities of other entities through a Joint Registration or a Coordinated Functional
Registration pursuant to Section 500 of the ROP.

With respect to the situation in which one or more affiliates of the Registered Entity
being audited are also Registered Entities, the Commission has recently directed NERC

expressly to consider the compliance record and performance of affiliates of a Registered Entity

22 |n such scenarios, participation by representatives of the affiliate may actually be necessary to
the conduct of the Compliance Audit, i.e., to the presentation of the audited Registered Entity’s
evidence of compliance.
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when evauating the history of violations for purposes of assessing penalties for non-
compliances, in accordance with the NERC Sanction Guidelines (Appendix 4B to the ROP).?
More generally, NERC believes it is important that affiliated Registered Entities share their
compliance information and experiences with the objective that the same or similar non-
compliances are not repeated by different Registered Entities within the same corporate
organization. For these reasons, NERC believes that it is appropriate to alow, at the request of
the Registered Entity being audited, attendance at the Compliance Audit by representatives of
affiliates that are aso Registered Entities, and by representatives of affiliates that provide
compliance-related services, support and oversight for the Registered Entity being audited (and
possibly for other Registered Entities in the corporate organization).

In each of the scenarios contemplated by the text added to 83.1.5.3 based on Progress
Energy’s comment, the attendee would have a direct, substantive, legitimate interest in the
Compliance Audit. However, the scope of the additional attendees permitted by this additional
text is much more limited than the additional attendees that would have been alowed by the text
to which the Commission objected in the October 21, 2010 Order (“[a]t the request of the
Registered Entity, the Regional Entity may allow representatives of other Registered Entities to
attend the audit for educational purposes’). Given the direct and substantive interest that the
types of attendees permitted by the proposed revised text would have in the Compliance Audit,

their presence should not hinder the free exchange of information and views between the

23 North American Electric Reliability Corporation, Notice of No Further Review and Guidance
Order, 132 FERC 9 61,182(2010), at P 7 (“Future Notices of Penalty should explain how NERC
and the Regional Entities assessed whether the instant violations may reflect recurring conduct
by the same registered entity or by an affiliate or department that is operated by the same
corporate entity or whose compliance activities may be conducted by that entity”).
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Regional Entity auditors and the Registered Entity being audited.?*

In all cases, any such additional attendees would be required to execute confidentiality
agreements approved by the Regional Entity, thereby addressing the disclosure concerns
expressed by the Commission in P 110 of the October 21, 2010 Order.

October 21, 2010 Order, P 111:

111. Although NERC does not indicate that the audit team leader would have discretion to
limit the participation of NERC or Commission observers in a Compliance Audit, the lack of
such language could result in confusion. CMEP Section 3.1.5.4 currently provides, “Nothing in
this paragraph shall be read to limit the participation of NERC or FERC staff in a Compliance
Audit conducted in the United States.” To address our concern, we direct NERC to amend this
sentence to replace the phrase “this paragraph” with “ Section 3.1.”

NERC Response:

Section 3.1.5.4 of the CMEP has been revised as follows:

A Registered Entity subject to a Compliance Audit may object to any member of
the audit team on grounds of a conflict of interest or the existence of other
circumstances that could interfere with the team member’s impartial performance
of his or her duties. Any such objections must be provided in writing to the
Compliance Enforcement Authority no later than fifteen (15) days prior to the
start of on-site audit work. This fifteen (15) day requirement shall not apply (i)
where an audit team member has been appointed less than twenty (20) days prior
to the start of on-site audit work, in which case the Registered Entity must provide
any objections to the Compliance Enforcement Authority within five (5) business
days after receiving notice of the appointment of the Compliance Audit team
member; and (ii) in the case of an unscheduled Compliance Audit pursuant to
Section 3.1.3, in which case the Registered Entity must provide any objections to
the Compliance Enforcement Authority at least five (5) business days prior to the
start of on-site audit work for the unscheduled Compliance Audit. The
Compliance Enforcement Authority will make a final determination on whether
the member will participate in the Compliance Audit of the Registered Entity.
Nothing in Section 3.1 thisparagraph shall be read to limit the participation of
NERC er—FERC staff in the Compliance Audit_or to limit the participation of
FERC dtaff in a Compliance Audit of a Registered Entity, or involving a portion
of the Bulk Power System, over which FERC has jurisdiction.

24 October 21, 2010 Order at P 110.
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Therevision in the last sentence of 83.1.5.4 to add the text “or to limit the participation of
FERC staff in a Compliance Audit of a Registered Entity, or involving a portion of the Bulk
Power System, over which FERC has jurisdiction” is based on a comment submitted by
Manitoba Hydro on the revisions to Appendix 4C as posted for stakeholder comment. Manitoba
Hydro pointed out that the Commission should have unlimited participation in Compliance
Audits only in the United States. The added text, “in a Compliance Audit of a Registered Entity,
or involving a portion of the Bulk Power System, over which FERC has jurisdiction,” is
consistent with the text used to address this jurisdictional issue elsewhere in Appendix 4C, for
example in §2.0, §3.1.6 and §8.0.* Further, the added text is consistent with the Commission’s

reference to “in the United States’ in P 111 of the October 21, 2010 Order.

October 21, 2010 Order, P 113:

113.  While we approve NERC' s proposed changes to CMEP Sections 3.3 and 3.3.1, we direct
NERC to revise its Spot Checking process so that Regional Entities are required to submit their
spot check reports to NERC in the same manner as they do Compliance Audit Reports.®?
Currently, Regional Entities are not required to submit spot check reports to NERC under either
CMEP Section 3.3 or Section 8.0 (Reporting and Disclosure). However, Spot Checking, as
defined in CMEP Section 1.1.29 and described in Section 3.3, is similar to a targeted
Compliance Audit because it is used to assess compliance with particular Reliability Standards
or in response to a specific event or operating problem. Section 3.3.1 further establishes a
process for Spot Checking that is similar to the process for conducting Compliance Audits in
CMEP section 3.1.6. We believe that requiring Regional Entities to submit spot check reports to
NERC, and requiring NERC to provide them on a non-public basis to the Commission, will
further NERC's and the Commission’s oversight into whether enforcement of the Reliability
Standards is conducted consistently and accurately. As such, NERC is directed to revise Section
3.3 and/or Section 3.3.1 to include a reporting component for spot check reports similar to that
included in the second paragraph of Section 3.1.6 for Compliance Audit Reports. However, Spot
Checks aso are similar in nature to Compliance Investigations because they focus on compliance

% For example, §3.1.6, Compliance Audit Reports, of Appendix 4C states in pertinent part:
“Regional Entities will provide the final report to NERC, which will in turn provide the report to
FERC if the report pertains to a Registered Entity or to a portion of the Bulk Power System over
which FERC has jurisdiction and/or to another Applicable Governmental Authority if the report
pertains to a Registered Entity or to a portion of the Bulk Power System over which the other
Applicable Governmental Authority has jurisdiction.”
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with respect to specific situations and events. Just as there is no provision in CMEP Section 3.4
for the public disclosure of documents relating to Compliance Investigations, we see no reason
for a public posting of spot check reports.

%2 NERC June 9, 2010 Filing, Attachment 14A at Section 3.1.6.

NERC Response:

The directives in P 113 necessitate that the Spot Checking process steps in §3.1 and
83.3.1 of the CMEP be revised (i) “so that Regional Entities are required to submit their spot
check reports to NERC in the same manner as they do Compliance Audit Reports’ and (ii) to
provide a reporting component for Spot Checks to the Commission “similar to that included in
the second paragraph of Section 3.1.6 for Compliance Audit Reports.” Finaly, P 113 also states
that the Commission “seg[s] no reason for a public posting of spot check reports.”

Accordingly, 83.3.1, Spot Checking Process Steps, of the CMEP has been revised as
shown below. The text of the first new bullet point is taken from the second paragraph of §3.1.6
of the CMEP.

3.3.1 Spot Checking Process Steps
The process steps for Spot Checking are as follows:®

. The Compliance Enforcement Authority notifies the Registered Entity that
Spot Checking will be performed and the reason for the Spot Checking
within the advance notice period specified by the Reliability Standard. If
the Reliability Standard does not specify an advance notice period, any
information submittal request made by the Compliance Enforcement
Authority will alow at least twenty (20) days for the Registered Entity to
submit the information or make it available for review.

. The Compliance Enforcement Authority, during the advance notice
period, notifies the Registered Entity of the names and employment
histories of the persons who will be conducting the Spot Checking. The
Registered Entity may object to inclusion of any individual on the Spot
Checking team in accordance with Section 3.1.5.4. Any such objections
must be submitted by the later of (i) five (5) business days before the
information being requested by the Compliance Enforcement Authority is
submitted and (ii) five (5) business days after the Registered Entity is
notified of the persons on the Spot Checking team. Nothing in this step
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shall be read to limit the participation of NERC or FERC staff on the Spot
Checking team.

The Spot Checking may require submission of data, documentation, or
possibly an on-site review.

The Registered Entity provides the required information to the
Compliance Enforcement Authority in the format specified in the request.

The Compliance Enforcement Authority reviews the information to
determine compliance with the Reliability Standards and may request
additional data and/or information if necessary for a complete assessment
of compliance.

The Compliance Enforcement Authority reviews its draft assessment of
the Registered Entity’s compliance with the Registered Entity and
provides an opportunity for the Registered Entity to comment on the draft
assessment.

The Compliance Enforcement Authority completes and documents the
assessment of the Registered Entity for compliance with the Reliability
Standard and provides a report to the Registered Entity indicating the
results of the Spot Checking.

If the Compliance Enforcement Authority is a Regional Entity, the

Regional Entity provides the final report to NERC. NERC provides the
report to FERC if the report pertains to a Registered Entity or to a portion
of the Bulk Power System over which FERC has jurisdiction and/or to
another Applicable Governmental Authority if the report pertains to a
Reqistered Entity or to a portion of the Bulk Power System over which the
other Applicable Governmental Authority has jurisdiction. Provided, that
NERC will not disclose non-public U.S. compliance information that is
subject to 18 C.F.R. 839.7(b)(4) to Applicable Governmental Authorities
other than FERC without first obtaining permission from FERC for such
disclosure and subject to such limitations as FERC may place on such
disclosure; and NERC will not disclose non-public non-U.S. compliance
information to an Applicable Governmental Authority (including FERC)
without first obtaining permission for such disclosure from the Applicable
Governmental Authority with jurisdiction over the Registered Entity or the
portion of the Bulk Power System to which such non-public information
pertains and subject to any limitations placed on such disclosure by such
Applicable Governmental Authority or by other law of the applicable

jurisdiction.

The report will not be publicly posted, or otherwise made publicly

available, by the Regional Entity or by NERC.
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. If the Compliance Enforcement Authority concludes, after completing a
Preliminary Screen(s), that there is a Possible Violation of a Reliability
Standard, it shall send the Registered Entity a Notice of Possible

Violation.

% If no Possible Violations are found, this process normally completes within
ninety (90) days of the Compliance Enforcement Authority’s receipt of data.

V. CONCLUSION

The North American Electric Reliability Corporation respectfully requests that the

Commission (1) accept this compliance filing and Attachments 1A/1B through 12A/12B as

compliance with the directives in the October 21, 2010 Order, and (2) approve the revised pro

forma and individual Delegation Agreements in Attachments 1A/1B through 9A/9B, the

amendments to the FRCC and MRO Bylaws included in Exhibit B to the FRCC Delegation

Agreement and the MRO Delegation Agreement in Attachments 2A/2B and Attachments

3A/3B, respectively, the amendment to Exhibit D of the WECC Delegation Agreement in

Attachments 9A/9B, and the amendments to the NERC Rules of Procedure, including to

Appendix 4A and Appendix 4C of the ROP, in Attachments 10A/10B, 11A/11B and 12A/12B.
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ATTACHMENT 1A

NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION

REVISED PRO FORMA DELEGATION AGREEMENT

CLEAN VERSION



2-17-2011

AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION
AND [REGIONAL ENTITY]

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 [REGIONAL ENTITY], 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 [REGIONAL ENTITY] 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[REGIONAL ENTITY] 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 Regional 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, [REGIONAL ENTITY] [ig/is not] organized on an Interconnection-wide

basis and therefore [is/is not] entitled to the rebuttable presumptions accorded such an entity;

WHEREAS, NERC will work through [REGIONAL ENTITY] to carry out certain of

its activities in furtherance of its responsibilities as the ERO under the Act;
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WHEREAS, NERC has concluded that [REGIONAL ENTITY] 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 [REGIONAL ENTITY], having operated under a predecessor
agreement to this Agreement, have negotiated this amended and restated Agreement so asto
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 [REGIONAL ENTITY] 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 [REGIONAL
ENTITY] 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 functionsin
accordance with the Act, the ERO Regulations and this Agreement.

2. Representations.
@ For purposes of its Delegated Authority, [REGIONAL ENTITY] hereby
represents and warrants to NERC that:

Amended and Restated Pro Forma Regiona Delegation Agreement Page 3 of 26



2-17-2011

(1) [REGIONAL ENTITY] 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. [REGIONAL ENTITY] is
governed in accordance with its bylaws by [select appropriate: an independent board/a balanced
stakeholder board/ a combination independent and balanced stakeholder board]. Pursuant to
these bylaws, no two industry sectors can control any [REGIONAL ENTITY] decision and no
single industry sector can veto any [REGIONAL ENTITY] decision. The relevant 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 [REGIONAL ENTITY].

(i)  Assetforthin Exhibit C hereto?, [REGIONAL ENTITY] has developed
a standards development procedure, which provides the process that [REGIONAL ENTITY]]
may use to develop Regiona Reliability Standards [and Regional Variances, if the regional

entity is organized on an Interconnection-wide basis] that are proposed to NERC for adoption.

(iii)  Assetforthin Exhibit D hereto, [REGIONAL ENTITY] 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 [REGIONAL
ENTITY]’ s geographic boundaries as shown on Exhibit A.

(b) NERC hereby represents and warrants to [REGIONAL ENTITY] 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 [REGIONAL ENTITY] shall meet the requirements contained in
Exhibit B to this Agreement.
2The Exhibit C from [REGIONAL ENTITY] shall meet the requirements contained in
Exhibit C to this Agreement.
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3. Covenants.

@ During the term of this Agreement, [REGIONAL ENTITY] shall maintain and
preserve its qualifications 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 a Regional 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 [REGIONAL ENTITY] under this Agreement
without first obtaining the consent of [REGIONAL ENTITY], which consent shall not be
unreasonably withheld or delayed.

(© During the term of this Agreement, NERC and [REGIONAL ENTITY]
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 [REGIONAL
ENTITY] in Sections 2 and 3 above, the corporate governance documents set forth in Exhibit
B, the standards devel opment 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY] shall not
monitor and enforce compliance with Reliability Standards for [REGIONAL ENTITY] or an
affiliated entity with respect to reliability functions for which [REGIONAL ENTITY] or an
affiliate is a Registered Entity. Any exclusions from this delegation of authority to
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[REGIONAL ENTITY] within, or additions to this delegation of authority to [REGIONAL
ENTITY] beyond, the geographic boundaries set forth on Exhibit A are stated on Exhibit A.

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

(© Nothing in this Agreement shall prohibit [REGIONAL ENTITY] from entering
into an arrangement between one or more other Regional Entities to perform compliance
monitoring and enforcement activities outside of its region, on behalf 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 is within 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 [REGIONAL ENTITY] 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, [REGIONAL ENTITY] shall comply with the applicable
provisions of NERC' s Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability

Standards, as from time to time adopted, approved, or amended.

5. Development and Proposal of Reliability Standards.
€) In connection with its Delegated Authority, [REGIONAL ENTITY] shall be
entitled to:

() 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 [REGIONAL ENTITY]

reasonable notice and opportunity to be heard; and
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(i) develop Regional Reliability Standards [and Regional Variances, if
Regional Entity is organized on an Interconnection-wide basis] through [REGIONAL
ENTITY] s process as set forth in Exhibit C. Proposals approved through [REGIONAL
ENTITY]’ s process shall be reviewed by the NERC Board after NERC provides notice and an
opportunity for interested persons to comment. In the case of a proposal 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 proposed Regional Reliability Standard or Regional
Variance, applying the rebuttable presumption described in subsection 5(b) of this Agreement if
the proposed Regiona 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
disapproveit in writing setting forth itsreasons. [REGIONAL ENTITY] may appeal any
disapproval of a proposed Regiona 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. Enfor cement of Compliance with Rdliability Standar ds.

@ In connection with its delegated authority pursuant to this Agreement,
[REGIONAL ENTITY] 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 [REGIONAL ENTITY] agree that this compliance monitoring and
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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. [REGIONAL ENTITY] 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, [REGIONAL ENTITY]
agrees to comply with the NERC Rules of Procedure, with any directives issued pursuant to
Section 8(c) of this Agreement, and with any guidance and directions issued by the NERC
Board or a Board committee pursuant to Section 8(d) of this Agreement, in implementing this
program.

(b) [REGIONAL ENTITY] shall report promptly to NERC any Possible Violation,
Alleged Violation, or Confirmed Violation of a Reliability Standard, and its eventual disposition
by [REGIONAL ENTITY]. 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 knowledgeable 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 [REGIONAL ENTITY] 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
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jeopardize the security of the Bulk-Power System if publicly disclosed shall remain nonpublic
unless the Commission directs otherwise.

(d) All dispositions by [REGIONAL ENTITY] 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 [REGIONAL ENTITY]' s dispositions based
on the following criteria:

(i) whether the disposition is supported by a sufficient record compiled by
[REGIONAL ENTITY] in accordance with the NERC Rules of Procedure, NERC
directives and Commission requirements, taking into account the nature of the Possible
Violation, Alleged Violation, or Confirmed Violation,

(i) 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,

(i) 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 [REGIONAL ENTITY] 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. [REGIONAL ENTITY] 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
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final approval of [REGIONAL ENTITY] s 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 appedls of penaltiesimposed by [REGIONAL ENTITY] asaresult of a
decision by [REGIONAL ENTITY] s Hearing Body shall be filed with, heard by and disposed
of by, NERC in accordance with the NERC Rules of Procedure.

()] [REGIONAL ENTITY] shall maintain the capability to conduct investigations of
Possible Violations and Alleged Violations of Reliability Standards and to conduct such
investigations in a confidential manner.

(9) [REGIONAL ENTITY] 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, [REGIONAL
ENTITY] shall maintain aconflict 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 determinations in compliance enforcement actions under Section 5.0 of the
NERC Compliance Monitoring and Enforcement Program. A Regional Entity 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 [REGIONAL ENTITY] s 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 consi stent 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.
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7. Delegation-Related Activities.

NERC will engage [REGIONAL ENTITY] on its behalf to carry out certain of its
activities that are in 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:

(&) Certification of Bulk-Power System Entities. The NERC Board shall set criteria
for certification in accordance with the NERC Rules of Procedure. [REGIONAL ENTITY]
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
dataand information provided by [REGIONAL ENTITY] and other Regional Entities.
[REGIONAL ENTITY] shall provide timely and accurate information relating to registrations
to NERC, on at least amonthly 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. [REGIONAL ENTITY] shal
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. [REGIONAL
ENTITY] shall aso develop and maintain, and collect datain support of the development and

maintenance of, reliability performance metrics and assessments of risks to the Reliable
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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 [REGIONAL ENTITY] and other Regional
Entitiesin carrying out their responsibilities under this subsection (c).

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

(e) Training and Education. [REGIONAL ENTITY] 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 Awarenessand Infrastructure Security.

(i) [REGIONAL ENTITY] 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) [REGIONAL ENTITY] shal 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 [REGIONAL ENTITY]’ s performance of its Delegated Authority and
related activities pursuant to this Agreement. It isthe intent of NERC and [REGIONAL
ENTITY] that matters relating to NERC’ s oversight of [REGIONAL ENTITY]’s performance
of its Delegated Authority and related activities shall be established or resolved by collaboration
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between NERC and [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY]’ s 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. [REGIONAL ENTITY] shall
provide data, information and reports to NERC, in accordance with established schedules, to
enable NERC to calculate [REGIONAL ENTITY]’ s performance to the agreed-upon goals,
measures and parameters.

(i) NERC shall use the performance goals, measures and parameters and
performance reports to evaluate [REGIONAL ENTITY]’ s performance of its delegated
functions and related activities and to provide advice and direction to [REGIONAL ENTITY]]
on performance improvements. The performance goals, measures and other parameters and the
values of such goals, measures and parameters, shall be reviewed by NERC, [REGIONAL
ENTITY] 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
Aqgreement.

(ii1) At therequest of the President of NERC, [REGIONAL ENTITY] 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 [REGIONAL
ENTITY]’ s performance against the performance goals, measures and parameters, or
performance of specific activities, to be unsatisfactory, provided, that prior to requiring
[REGIONAL ENTITY] to adopt and implement an action plan or other remedial action, NERC
shall issue anoticeto [REGIONAL ENTITY] of the need and basis for an action plan or other
remedial action and provide an opportunity for [REGIONAL ENTITY] to submit awritten
response contesting NERC'’ s evaluation of [REGIONAL ENTITY]'s performance and the need
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for an action plan. [REGIONAL ENTITY] 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 [REGIONAL ENTITY] shall work collaboratively as needed in the development
and implementation of [REGIONAL ENTITY] saction plan. A final action plan submitted by
[REGIONAL ENTITY] 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 [REGIONAL ENTITY] standardized training and
education programs, which shall be designed taking into account input from [REGIONAL
ENTITY] and other Regional Entities, for [REGIONAL ENTITY] personnel on topics relating
to the delegated functions and related activities.

(c) (i) NERC may issue directivesto [REGIONAL ENTITY] concerning the manner in
which [REGIONAL ENTITY] 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 [REGIONAL ENTITY] and, if applicable, other
Regional Entities to which the 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 [REGIONAL ENTITY] 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 adirective pursuant to this paragraph (i), [REGIONAL ENTITY] 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, [REGIONAL ENTITY], subject to reasonable time
periods for adoption, implementation, and funding of any necessary resources. Upon request by
[REGIONAL ENTITY], the NERC Board (or a committee of the Board to which the Board
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delegates appropriate authority) shall review and shall confirm, revise or revoke any directive
that was issued by the NERC President without [REGIONAL ENTITY]' s agreement, provided,
that [REGIONAL ENTITY] 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 [REGIONAL ENTITY] and, if applicable, other Regional
Entities, shall collaborate in deciding whether a directive (whether issued pursuant to paragraph
(it) 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) Inaddition to the issuance of directives pursuant to subsection (c), the NERC Board
(or aBoard committee to which the Board has del egated authority) may issue guidance or
directions as to the manner in which [REGIONAL ENTITY], 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 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. [REGIONAL ENTITY], 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 [REGIONAL ENTITY], either
individually or in conjunction with one or more other Regional Entities, that provide for the
exchange of information on practices, experiences, and lessons |earned in the implementation of
the delegated functions.

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

(g) The Commission and the Commission staff shall have full access to 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. [REGIONAL ENTITY] 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:

(@ [REGIONAL ENTITY] shall 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.
[REGIONAL ENTITY]' s proposed business plan and budget shall describe the activities
necessary for, and provide a budget with adequate resources for, [REGIONAL ENTITY] 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. [REGIONAL ENTITY]’ s 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.

(b) [REGIONAL ENTITY] and NERC agree that the portion of [REGIONAL
ENTITY] s 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 a
formula based on Net Energy for Load, or through such other formula as is proposed by
[REGIONAL ENTITY] and approved by NERC and the Commission. If [REGIONAL
ENTITY] proposesto use aformula other than Net Energy for Load beginning in the following
year, [REGIONAL ENTITY] 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
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budget submitted by NERC and [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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 [REGIONAL
ENTITY], 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 [REGIONAL ENTITY] s performance of its Delegated
Authority and related activitiesin accordance with [REGIONAL ENTITY] s Commission-
approved business plan and budget, in the amount of [REGIONAL ENTITY]’ s assessments to
end users approved by the Commission. Exhibit E sets forth the procedures and timing for
billing and collecting [REGIONAL ENTITY]’ s approved assessments from end users and other
entities and payment of the approved assessment amount to [REGIONAL ENTITY], unless
otherwise modified and approved by NERC and the Commission. NERC shall not impose any
material obligation or requirement regarding the Delegated Authority upon [REGIONAL
ENTITY] that has not been provided for in an approved business plan and budget or an
approved amended or supplemental business plan and budget, without [REGIONAL
ENTITY] s 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
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each Commission-approved NERC and [REGIONAL ENTITY] fiscal year budget with the
actual results at the NERC and Regional Entity levels. [REGIONAL ENTITY] 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) [REGIONAL ENTITY] shall submit unaudited quarterly interim financial
statements in 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).

(i) [REGIONAL ENTITY] shall submit audited financial 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
[REGIONAL ENTITY] shall offset penalty monies it receives (other than penalty monies
received from an operational function or division or affiliated entity of [REGIONAL ENTITY])
against its next year’s annual budget for carrying out functions under this Agreement, and the
mechanism by which [REGIONAL ENTITY] shall transmit to NERC any penalty monies
received from an operational function or division or affiliated entity of [REGIONAL ENTITY].
Provided, that, subject to approval by NERC and the Commission, [REGIONAL ENTITY] 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. [REGIONAL ENTITY] may not delegate in whole or in
part its Delegated Authority to any other entity without NERC'’ s express consent; provided,
however, that nothing in this provision shall prohibit [REGIONAL ENTITY] from contracting
with other entitiesto assist it in carrying out its Delegated Authority, provided [REGIONAL
ENTITY] retains control and responsibility for such Delegated Authority.
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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 is not cured as provided
in this Section 11, or if a Breach 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. Tem 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
[REGIONAL ENTITY] continues to meet all applicable statutory and regulatory requirements
necessary to maintain its eligibility for delegation. If [REGIONAL ENTITY] 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 an audit pursuant to subsection 6(i) to ensure
that [REGIONAL ENTITY] 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
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to termination for any reason, the Parties shall work to provide for atransition of [REGIONAL
ENTITY] s 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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. [REGIONAL ENTITY] 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 [REGIONAL
ENTITY] shall not be liable to one another for any damages whatsoever, including without
limitation, direct, indirect, incidental, special, multiple, consequentia (including attorneys’ fees
and litigation costs), exemplary, or punitive damages arising out of or resulting from any act or
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omission associated with the performance of the [REGIONAL ENTITY] sor 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 [REGIONAL ENTITY] or NERC isfound liable for
gross negligence or intentional misconduct, in which case [REGIONAL ENTITY] 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 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 (@) 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
[REGIONAL ENTITY] under this Agreement without first obtaining the consent of
[REGIONAL ENTITY], which consent shall not be unreasonably withheld or delayed. To the
extent [REGIONAL ENTITY] 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 [REGIONAL ENTITY] under this Agreement, [REGIONAL ENTITY] 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
[REGIONAL ENTITY] to NERC and the Commission, or at such other time as may be
mutually agreed by [REGIONAL ENTITY] and NERC.

18. Dispute Resolution. In the event a dispute arises under this Agreement between NERC
and [REGIONAL ENTITY] (including disputes relating to NERC’ s performance of its
obligations under this Agreement and/or disputes relating to [REGIONAL ENTITY]'s

performance of its obligations under this Agreement) which cannot be resolved through
discussions between representatives of the Parties in the normal course of operations, the Parties
shall use the following procedures (“ Dispute Resolution”) to attempt to resolve the dispute.
[REGIONAL ENTITY] 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 procedure is separate from and in addition to all

other processes provided for in this Agreement.
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(@) 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
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 memoriaizedin 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
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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 isthe intent of the Parties that unresolved disputes shall be
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 [REGIONAL ENTITY]:

North American Electric
Reliability Corporation
116-390 Village Blvd.
Princeton, NJ 08540-5721
Attn: General Counsel Attn:
Facsimile: (609) 452-9550 Facsimile:

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
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in New Jersey for the purpose of hearing and determining any action not heard and determined

by the Commission.

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. Nothingin this Agreement shall be construed to preempt or limit any
authority that [REGIONAL ENTITY] 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.

Amended and Restated Pro Forma Regiona Delegation Agreement Page 25 of 26



2-17-2011

NOW THEREFORE, the parties have caused this Agreement to be executed by its duly
authorized representatives, effective as of the Effective Date.

NORTH AMERICAN

ELECTRIC RELIABILITY CORPORATION [REGIONAL ENTITY]
By: By:

Name: Name:

Title: Title:

Date: Date:
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Exhibit A— Regional Boundaries

Exhibit A to the delegation agreement for each Regional Entity receiving Delegated
Authority shall describe the geographic or electrical boundaries covered by the proposed
delegation of authority. Exhibit A for each Regional Entity shall reflect coordination

with neighboring Regiona Entities, as appropriate, to ensure that all relevant areas are

either included within the geographic boundaries of a Regional Entity or specifically

identified as not being within the geographic boundaries of any Regional Entity. Any
exclusions of geographic or electrical areas or of Registered Entities from the scope of the
Regional Entity’s Delegated Authority within the geographic or el ectrical boundaries shown on
Exhibit A, and any additions of geographic or electrica areas or of Registered Entities |ocated
outside the boundaries shown on Exhibit A to the scope of the Regional Entity’s Delegated
Authority, shall be specifically stated or described in Exhibit A.
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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. (Federa 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 operators of 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).)
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Exhibit C — Regional Standard Development Procedure

Exhibit C shall set forth the Regional Entity’s standar ds development procedure, which
NERC agrees meetsthe 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 [add reference to any applicable authoritiesin Canada and Mexico]. No
regional reliability standard shall be effective within the [Regional Entity Name] area unless
filed by NERC with FERC [and applicable authorities in Canada and Mexico] and approved by
FERC [and applicable authorities in Canada and Mexico].

COMMON ATTRIBUTE 2

[Regional Entity Name] 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 [Regional Entity Name] 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
aphysical 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 generaly be
acceptable.

COMMON ATTRIBUTE 3

[Regional Entity Name] regional reliability standards, when approved by FERC [add 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
[Regional Entity Name] 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 [Regional Entity Name], or group
within [Regional Entity Name] shall be allowed to request that a regional reliability standard be
developed, modified, or withdrawn. Additionaly, 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 [Regional Entity Name] area shall be allowed to request aregiona
reliability standard be developed, modified, or withdrawn.
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COMMON ATTRIBUTE 5

[Standardsor other named] committee— The [Regional Entity Name] [standards]
committee manages the standards development process. The [standards] committee will
consider which requests for new or revised standards shall be assigned for development (or
existing standards considered for deletion). The [standards] committee will advise the
[Regional Entity Name] board on standards presented for adoption.

COMMON ATTRIBUTE 6

[Alternative 6A: For a Regional Entity that chooses to vote using a balanced stakehol der
committee.]

The [standards] committee is a balanced stakeholder committee, inclusive of al stakeholder
interests that provide for or are materially impacted by the reliability of the bulk power system.
[ The [standards] committee votes to approve standards.] See Appendix A for the representation
model of the [standards] committee.

[Alternative 6B: For a Regional Entity that chooses to vote using a balanced ballot body of
stakeholders.]

[Registered ballot body — The registered ballot body comprises all entities or individuals that
qualify for one of the stakeholder segments; are registered with [Regional Entity Name] 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 a ballot
pool.] The representation model of the registered ballot body is provided in Appendix A.]

COMMON ATTRIBUTE 7

[Regional Entity Name] will coordinate with NERC such that the acknowledgement of receipt
of astandard 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 [Regional
Entity Name] 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.
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COMMON ATTRIBUTE 9

Within [no greater than 60] days of receipt of a completed standard request, the [standards]
committee shall determine the disposition of the standard request.

COMMON ATTRIBUTE 10

\ The [standards] committee may take one of the following actions:

e Accept the standard request as a candidate for development of anew standard, revision
of an existing standard, or deletion of an existing standard. The [standards] committee
may, at its discretion, expand or narrow the scope of the standard request under
consideration. The [standards] committee shall prioritize the devel opment of standard in
relation to other proposed standards, as may be required based on the volume of requests
and resources.

e Rgect the standard request. If the [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 [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
[standards] committee.

COMMON ATTRIBUTE 11

Any standard request that is accepted by the [standards|] committee for development of a
standard (or modification or deletion of an existing standard) shall be posted for public viewing
on the [Regional Entity Name] 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
[standards] committee. The [standards] committee shall approve the drafting team membership
within 60 days of accepting a standard request for devel opment, modifying the
recommendations of the standards process manager as the committee deems appropriate, and
assign development of the proposed standard to the drafting team.
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COMMON ATTRIBUTE 13

At the direction from the [standards] committee, the standards process manager shall facilitate
the posting of the draft standard on the [Regional Entity Name] 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 [Regional Entity Name] stakeholders and
other potentially interested entities, both within and outside of the [Regional Entity Name] 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 [Regional Entity Name] website no later than the next posting of the proposed
standard.

COMMON ATTRIBUTE 15

Upon recommendation of the drafting team, and if the [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 vote isissued.

COMMON ATTRIBUTE 16

The standards process manager shall schedule avote by the [Regional Entity Name] [registered
ballot body/[standards] committee]. 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

[Alternative 17A: For an RE that chooses to vote using a balanced stakeholder committee.]

The [standards] committee shall give 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 for submittal to the [Regional Entity Name] board. The [standards]
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committee may vote to approve or not approve the standard. Alternatively, the [standards]
committee may remand the standard to the drafting team for further work or form a new
drafting team for that purpose.

[Alternative 17B: For an RE that chooses to vote using a balanced ballot body of stakeholders.]

The [Regional Entity Name] registered ballot body shall be able to vote on the proposed
standard during a period of [not less than 10] days.

COMMON ATTRIBUTE 18

[Alternative 18A: For an RE that chooses to vote using a balanced stakeholder committee.]

The [standards] committee may not itself modify the standard without issuing a new notice to
stakeholders regarding a vote of the modified standard.

[Alternative 18B: For an RE that chooses to vote using a balanced ballot body of
stakeholders.]

All members of [Regional Entity Name] 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

[Alternative 19A: For an RE that chooses to vote using a balanced stakeholder committee.]

\ Actions by the committee shall be recorded in the regular minutes of the committee.

[Alternative 19B: For an RE that chooses to vote using a balanced ballot body of
stakeholders.]

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 gquorum 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.
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COMMON ATTRIBUTE 21

Once aregional reliability standard is approved by the board, the standard will be submitted to
NERC for approval and filing with FERC [and applicable authorities in Canada and Mexico.]

COMMON ATTRIBUTE 22

Open - Participation in the development of aregional reliability standard shall be open
to all organizations that are directly and materially affected by the [Regional Entity
Name] bulk power system reliability. There shall be no undue financial barriersto
participation. Participation shall not be conditioned upon membership in [Regional
Entity Name], 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 [Regional Entity Name] members and others.

COMMON ATTRIBUTE 23

Balanced - The [Regional Entity Name] 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
[Regional Entity Name] area shall have aright to participate by: a) expressing a position
and its basis, b) having that position considered, and ¢) having the right to appeal.

COMMON ATTRIBUTE 25

Fair due process— 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 aballot of interested stakeholders.
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COMMON ATTRIBUTE 26

e Transparent — All actions material to the development of regional reliability standards
shall be transparent. All standards devel opment meetings shall be open and publicly
noticed on the regional entity’s Web site.

COMMON ATTRIBUTE 27

e Does not unnecessarily delay development of the proposed reliability standard.

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.

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 e ectricity 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 elements identified in this section of the procedure. These elements are intended
to apply a systematic discipline in the development and revision of standards. Thisdisciplineis
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.
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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 [Regiona Entity Name]
area, then a clear identification of the portion of the
bulk power system to which the standard applies.
Any limitation on the applicability of the standard
based on electric facility requirements should be
described.

COMMON ATTRIBUTE 33

M easur &(s)

Each requirement shall be addressed by one or more
measures. Measures are used to assess performance
and outcomes for the purpose of determining
compliance with the requirements stated above. Each
measure will identify to whom the measure applies
and the expected level of performance or outcomes
required demonstrating compliance. Each measure
shall be tangible, practical, and as objective asis
practical. Itisimportant to realize that measures are
proxies to assess required performance or outcomes.
Achieving the measure should be a necessary and
sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s)
towhich it applies.

COMMON ATTRIBUTE 34

Compliance
Monitoring
Process

Defines for each measure:

¢ The specific data or information that is required to
measure performance or outcomes.

e The entity that is responsible for providing the data
or information for measuring performance or
outcomes.

e The process that will be used to evaluate data or
information for the purpose of assessing
performance or outcomes.

e The entity that is responsible for evaluating data or

Amended and Restated Pro Forma Regiona Delegation Agreement

2-17-2011

Page 8 of 9



2-17-2011

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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EXHIBIT D — COMPLIANCE MONITORING AND ENFORCEMENT PROGRAM

1.0 REGIONAL COMPLIANCE MONITORING AND ENFORCEMENT
PROGRAM

[REGIONAL ENTITY] 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 [REGIONAL ENTITY]'s
geographic or electrical boundaries, and such other scope, set forth on Exhibit A of this
Aqgreement.

20 REGIONAL HEARING OF COMPLIANCE MATTERS

[REGIONAL ENTITY] shall establish and maintain a hearing body with authority to conduct
and render decisions in compliance hearings in which a Registered Entity may contest a finding
of alleged violation, proposed penalty or sanction, or a proposed mitigation plan, which shall be
either [REGIONAL ENTITY]' s board or a balanced compliance panel reporting directly to
[REGIONAL ENTITY] sboard. [REGIONAL ENTITY] shearing body is[its board] [if not
the board, insert the name of the committee or group serving as the hearing body].

[If the hearing body is a compliance panel other than the board, provide here a description of
how the members of the compliance panel are selected and the qualifications to be selected for
the compliance panel.]

[REGIONAL ENTITY] shall conduct all compliance hearings in which a Registered Entity
may contest a finding of aleged violation, proposed penalty or sanction, proposed Mitigation
Plan, or a proposed Remedia Action Directive, in accordance with Attachment 2, Hearing
Procedures, to the NERC Compliance Monitoring and Enforcement Program, subject to the
following deviations, if any: [Describe any deviations, or state “None”. If there are deviations
from the NERC pro forma Hearing Procedures, [REGIONAL ENTITY]’ s Hearing Procedures
shall be included as a separate attachment to this Exhibit D.]

3.0 OTHER DECISION-MAKING BODIES
If [Regional Entity] uses other decision-making bodies within its compliance program, provide
here a description of the function of that body to the extent not described elsewhere in the

Agreement or exhibits, how the members of that body are selected, and the qualifications to be
selected for that body.]
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Exhibit E — Funding
1. Scope of activities funded through the ERO funding mechanism

[Regional Entity] shall include in its annual budget submission to NERC amounts for costs
it 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 [Regional Entity], in conjunction with the other Regional Entities, shall
collaboratively develop an annual schedule for the development, submission, review and
approval of [Regional Entity’s] business plan and budget. The annual schedule for the
preparation of business plans and budgets shall require [Regional Entity] (i) to submit to
NERC draft(s) of [Regional Entity]’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 [Regiona Entity] Board of Trusteesto NERC by July
1 or such other agreed date as provides sufficient time for NERC' s review, approval and
submission of [Regional Entity]’ s business plan and budget to the Commission 130 daysin
advance of the beginning of each fiscal year. The [Regional Entity] business plan and
budget submission shall include supporting materials, including [Regional Entity]’s
complete business plan and organization chart, explaining the proposed collection of all
assessments, dues, fees and charges, and the proposed expenditure of the fundsto be
collected in sufficient detail to justify the requested budgeted expenditures and assessments.
[Regional Entity]’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 [Regiona Entity]’ 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 abovein Section 1 of
this Exhibit E, or shall direct [Regional Entity] to make such revisions as NERC deems
appropriate prior to approval. NERC shall submit [Regional Entity]’ 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 [REGIONAL ENTITY]’ s 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 allocating and calculating such
assessments has been submitted to and approved by NERC and the Commission in
accordance with Section 9(b) of the Agreement. [Regional Entity] shall submit to NERC
annually at the same time it submits its budget request alist of the load-serving entities or
designees within its geographic boundaries that shall be responsible for paying [Regional
Entity’ s| assessment and the load-serving entities' proportionate Net Energy for Load, and
such other data and information as is necessary to allocate and calculate the allocation of
[Regional Entity’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

[IF NERC WILL BILL AND COLLECT ASSESSMENTS DIRECTLY FROM LOAD-
SERVING ENTITIES IN REGIONAL ENTITY'S REGION, USE THE FOLLOWING
TEXT FOR SECTION 4(a)]]

(8 NERC shall submit invoices to the load-serving entities or designees identified by
[Regional Entity] covering the NERC and [Regional Entity] assessments approved for
collection.

[IF THE REGIONAL ENTITY WILL ACT AS THE BILLING AND COLLECTION
AGENT ON BEHALF OF NERC TO BILL AND COLLECT ASSESSMENTS FROM
LOAD-SERVING ENTITIES IN REGIONAL ENTITY’S REGION, USE THE
FOLLOWING TEXT FOR SECTION 4(a);]

(8 NERC and [Regional Entity] agree that [Regional Entity] shall act as the billing and
collection agent on behalf of NERC to bill and collect [Regional Entity]’s assessments from
load-serving entities and designees (or such other entities as agreed by NERC and [Regional
Entity]). [Regional Entity] agreesthat it shall (i) issue all invoices to load-serving entities
and other entities in a prompt and timely manner after receipt from NERC of the
information needed to issue the invoices; (ii) exercise commercially reasonable efforts to
collect invoices that are not paid as of the due date(s); and (iii) transfer all funds collected to
NERC in atimely manner, as follows: Prior to the start of each calendar quarter, and once
per week thereafter until al billings for the quarter are collected, [Regional Entity] will
electronically transfer to NERC, in immediately available funds, all payments received by
[Regional Entity] from load-serving entities or other entities for payment of invoices. On
the same day that [Regional Entity] makes each electronic transfer of fundsto NERC,
[Regional Entity] shall send an e-mail to the Chief Financial Officer or Controller of NERC
detailing the collections being transmitted, including a listing of the load-serving entities or
other entities from which payments were collected and the amount collected from each
entity. [Note: If NERC and Regiona Entity have a different collection and payment
arrangement, the preceding two sentences will be modified accordingly to describeit.]
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[Regional Entity] agreesthat it shall not in any way use its position as billing and collection
agent for NERC to attempt to influence NERC’ s policies or decisions on matters relating to
adoption of Reliability Standards (including Regional Reliability Standards and Regional
Variances), administration of the compliance monitoring and enforcement program and
other compliance and enforcement matters, determination and imposition of penalties and
sanctions, budgeting matters including review and approval of [Regional Entity’ s| budgets
and business plans, or any other NERC decisions, including by issuing invoices, engaging in
collection activities or transferring funds collected to NERC in an untimely manner or other
than in accordance with this Agreement.

(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, [Regional Entity] shall assist NERC in pursuing and
collecting any non-payments. Notwithstanding the foregoing, [Regional Entity] 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 [REGIONAL ENTITY]’ sregion, that
are reasonably determined to be uncollectible, to NERC’ s assessments for a subsequent year
with the amount of such non-payments to be allocated to end-users within [Regional

Entity]’ sregion.

(c) Upon approval by ERO Governmental Authorities of [Regional Entity]’ s annual
assessment to fund the costs of its delegated functions and related activities, NERC shall pay
[Regional Entity’ s] annual assessment to Regional Entity 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 [Regional
Entity], other than penalty monies received from an operational function or division or
affiliated entity of [Regional Entity], shall be applied as a general offset to [Regional
Entity]’ s 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 [Regional Entity] shall be transmitted to or retained by NERC and shall
be used by NERC as a genera offset to NERC' s budget for its activities as the ERO under
the Act for the following year.

6. Budget and Funding for [Regional Entity’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’), [Regional Entity] performs
the following other functions and activities (such other functions and activities being
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referred to in this Section 6 as "non-statutory activities"): [List and describe all non-statutory
activities performed by Regional Entity, or state “None”.]

[Regional Entity] shall employ the following methods and proceduresto (i) keep its funding
mechanisms for its statutory activities separate from its funding mechanisms for its non-
statutory activities, and (ii) record the costs it incurs in the performance of its non-statutory
functions separately from the costsit incurs in the performance of its statutory functions:
[List and describe the methods and procedures Regional Entity employs to keep costs and
funding of statutory activities separate from costs and funding of non-statutory activities,
including at a minimum a description of how Regiona Entity’s bank accounts and
receivables/payables procedures are set up for both statutory and non-statutory functions, a
description of how Regional Entity ensures each employee involved in both statutory and
non-statutory functions keeps accurate time records reflecting his’her activities, and a
description of how Regional Entity’s general and administrative costs are allocated between
statutory activities and non-statutory activities. If the necessary descriptions are lengthy
they may be provided in a separate attachment labeled “ Attachment E-1", and state here
“See Attachment E-1.” If Regional Entity has listed no non-statutory functionsin the
preceding paragraph, state here “Not applicable.”]

[Regional Entity] shall provide its budget for such non-statutory activitiesto NERC at the
same time that [Regional Entity] submitsits proposed annual business plan and budget for
statutory activitiesto NERC pursuant to Section 9 of the Agreement. [Regional Entity's]
budget for non-statutory activities that is provided to NERC shall contain adetailed list of
[Regional Entity's| non-statutory activities and a description of the funding sources for the
non-statutory activities. [Regional Entity] agrees that no costs (which shall include a
reasonable allocation of [Regional Entity]’s general and administrative costs) of non-
statutory activities are to be included in the calculation of [Regional Entity's] assessments,
dues, fees, and other charges for its statutory activities.

7. Amended or Supplemental Business Plans and Budgets

During the course of the fiscal year, if [Regional Entity] determinesit does not or will not
have sufficient funds to carry out its delegated functions and related activities, [Regional
Entity] 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 [Regional Entity]’s approved
business plan and budget for the fiscal year. NERC shall review and approve the proposed
amended or supplemental business plan and budget and proposed supplemental assessment,
or shall direct [Regiona Entity] to make such revisions as NERC deems appropriate prior
to approval. NERC shall submit [Regional Entity]’ s approved amended or supplemental
business plan and budget and proposed supplemental assessment to the Commission for
approval.

8. NERC Review of Regional Entity Financial Records

Upon arequest made to [Regional Entity] with reasonable notice, NERC shall have access
to and may review all financial records of [Regional Entity], including records used to
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prepare [Regional Entity’s] financial statements. NERC shall conduct reviews of the
quarterly and annual financial statements submitted by [Regional Entity] pursuant to Section
9(h) and (i) of the Agreement. [Regional Entity] shall provide supporting documentation for
the quarterly and annual financial statements as reasonably requested by NERC.
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REVISED PRO FORMA DELEGATION AGREEMENT
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4-14-20102-17-2011

AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION
AND [REGIONAL ENTITY]

AMENDED AND RESTATED DELEGATION AGREEMENT (“Agreement”) made
as of fJanuary 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 [REGIONAL ENTITY], 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 [REGIONAL
ENTITY] may beindividually 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[REGIONAL ENTITY] 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 Regional 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, [REGIONAL ENTITY] [ig/is not] organized on an Interconnection-wide

basis and therefore [is/is not] entitled to the rebuttable presumptions accorded such an entity;

WHEREAS, NERC will work through [REGIONAL ENTITY] to carry out certain of

its activities in furtherance of its responsibilities as the ERO under the Act;
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WHEREAS, NERC has concluded that [REGIONAL ENTITY] 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 [REGIONAL ENTITY], having operated under a predecessor
agreement to this Agreement, have negotiated this amended and restated Agreement so asto
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 [REGIONAL ENTITY] 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 [REGIONAL
ENTITY] 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 functionsin
accordance with the Act, the ERO Regulations and this Agreement.

2. Representations.
@ For purposes of its Delegated Authority, [REGIONAL ENTITY] hereby
represents and warrants to NERC that:
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(1) [REGIONAL ENTITY] 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. [REGIONAL ENTITY] is
governed in accordance with its bylaws by [select appropriate: an independent board/a balanced
stakeholder board/ a combination independent and balanced stakeholder board]. Pursuant to
these bylaws, no two industry sectors can control any [REGIONAL ENTITY] decision and no
single industry sector can veto any [REGIONAL ENTITY] decision. The relevant 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 [REGIONAL ENTITY].

(i)  Assetforthin Exhibit C hereto?, [REGIONAL ENTITY] has developed
a standards development procedure, which provides the process that [REGIONAL ENTITY]]
may use to develop Regiona Reliability Standards [and Regional Variances, if the regional

entity is organized on an Interconnection-wide basis] that are proposed to NERC for adoption.

(iii)  Assetforthin Exhibit D hereto, [REGIONAL ENTITY] 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 [REGIONAL
ENTITY]’ s geographic boundaries as shown on Exhibit A.

(b) NERC hereby represents and warrants to [REGIONAL ENTITY] 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 [REGIONAL ENTITY] shall meet the requirements contained in
Exhibit B to this Agreement.
2The Exhibit C from [REGIONAL ENTITY] shall meet the requirements contained in
Exhibit C to this Agreement.
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3. Covenants.

@ During the term of this Agreement, [REGIONAL ENTITY] shall maintain and
preserve its qualifications 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 a Regional 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 [REGIONAL ENTITY] under this Agreement
without first obtaining the consent of [REGIONAL ENTITY], which consent shall not be
unreasonably withheld or delayed.

(© During the term of this Agreement, NERC and [REGIONAL ENTITY]
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 [REGIONAL
ENTITY] in Sections 2 and 3 above, the corporate governance documents set forth in Exhibit
B, the standards devel opment 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY] shall not
monitor and enforce compliance with Reliability Standards for [REGIONAL ENTITY] or an
affiliated entity with respect to reliability functions for which [REGIONAL ENTITY] or an
affiliate is a Registered Entity. Any exclusions from this delegation of authority to
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[REGIONAL ENTITY] within, or additions to this delegation of authority to [REGIONAL
ENTITY] beyond, the geographic boundaries set forth on Exhibit A are stated on Exhibit A.

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

(© Nothing in this Agreement shall prohibit [REGIONAL ENTITY] from entering
into an arrangement between one or more other Regional Entities to perform compliance
monitoring and enforcement activities outside of its region, on behalf 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 is within 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 [REGIONAL ENTITY] 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, [REGIONAL ENTITY] shall comply with the applicable
provisions of NERC' s Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability

Standards, as from time to time adopted, approved, or amended.

5. Development and Proposal of Reliability Standards.
€) In connection with its Delegated Authority, [REGIONAL ENTITY] shall be
entitled to:

() 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 [REGIONAL ENTITY]

reasonable notice and opportunity to be heard; and
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(i) develop Regional Reliability Standards [and Regional Variances, if
Regional Entity is organized on an Interconnection-wide basis] through [REGIONAL
ENTITY] s process as set forth in Exhibit C. Proposals approved through [REGIONAL
ENTITY]’ s process shall be reviewed by the NERC Board after NERC provides notice and an
opportunity for interested persons to comment. In the case of a proposal 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 proposed Regional Reliability Standard or Regional
Variance, applying the rebuttable presumption described in subsection 5(b) of this Agreement if
the proposed Regiona 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
disapproveit in writing setting forth itsreasons. [REGIONAL ENTITY] may appeal any
disapproval of a proposed Regiona 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. Enfor cement of Compliance with Rdliability Standar ds.

@ In connection with its delegated authority pursuant to this Agreement,
[REGIONAL ENTITY] 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 [REGIONAL ENTITY] agree that this compliance monitoring and
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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. [REGIONAL ENTITY] 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, [REGIONAL ENTITY]
agrees to comply with the NERC Rules of Procedure, with any directives issued pursuant to
Section 8(c) of this Agreement, and with any guidance and directions issued by the NERC
Board or a Board committee pursuant to Section 8(d) of this Agreement, in implementing this
program.

(b) [REGIONAL ENTITY] shall report promptly to NERC any Possible Violation,
Alleged Violation, or Confirmed Violation of a Reliability Standard, and its eventual disposition
by [REGIONAL ENTITY]. 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 knowledgeable 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 [REGIONAL ENTITY] 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
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jeopardize the security of the Bulk-Power System if publicly disclosed shall remain nonpublic
unless the Commission directs otherwise.

(d) All dispositions by [REGIONAL ENTITY] 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 [REGIONAL ENTITY]' s dispositions based
on the following criteria:

(i) whether the disposition is supported by a sufficient record compiled by
[REGIONAL ENTITY] in accordance with the NERC Rules of Procedure, NERC
directives and Commission requirements, taking into account the nature of the Possible
Violation, Alleged Violation, or Confirmed Violation,

(i) 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,

(i) 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 [REGIONAL ENTITY] 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. [REGIONAL ENTITY] 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
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final approval of [REGIONAL ENTITY] s 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 appedls of penaltiesimposed by [REGIONAL ENTITY] asaresult of a
decision by [REGIONAL ENTITY] s Hearing Body shall be filed with, heard by and disposed
of by, NERC in accordance with the NERC Rules of Procedure.

()] [REGIONAL ENTITY] shall maintain the capability to conduct investigations of
Possible Violations and Alleged Violations of Reliability Standards and to conduct such
investigations in a confidential manner.

(9) [REGIONAL ENTITY] 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, [REGIONAL
ENTITY] shall maintain aconflict 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 determinations in compliance enforcement actions under Section 5.0 of the
NERC Compliance Monitoring and Enforcement Program. A Regional Entity 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 [REGIONAL ENTITY] s 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 consi stent 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.
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7. Delegation-Related Activities.

NERC will engage [REGIONAL ENTITY] on its behalf to carry out certain of its
activities that are in 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:

(&) Certification of Bulk-Power System Entities. The NERC Board shall set criteria
for certification in accordance with the NERC Rules of Procedure. [REGIONAL ENTITY]
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
dataand information provided by [REGIONAL ENTITY] and other Regional Entities.
[REGIONAL ENTITY] shall provide timely and accurate information relating to registrations
to NERC, on at least amonthly 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. [REGIONAL ENTITY] shal
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. [REGIONAL
ENTITY] shall aso develop and maintain, and collect datain support of the development and

maintenance of, reliability performance metrics and assessments of risks to the Reliable
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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 [REGIONAL ENTITY] and other Regional
Entitiesin carrying out their responsibilities under this subsection (c).

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

(e) Training and Education. [REGIONAL ENTITY] 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 Awarenessand Infrastructure Security.

(i) [REGIONAL ENTITY] 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) [REGIONAL ENTITY] shal 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 [REGIONAL ENTITY]’ s performance of its Delegated Authority and
related activities pursuant to this Agreement. It isthe intent of NERC and [REGIONAL
ENTITY] that matters relating to NERC’ s oversight of [REGIONAL ENTITY]’s performance
of its Delegated Authority and related activities shall be established or resolved by collaboration
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between NERC and [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY]’ s 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. [REGIONAL ENTITY] shall
provide data, information and reports to NERC, in accordance with established schedules, to
enable NERC to calculate [REGIONAL ENTITY]’ s performance to the agreed-upon goals,
measures and parameters.

(i) NERC shall use the performance goals, measures and parameters and
performance reports to evaluate [REGIONAL ENTITY]’ s performance of its delegated
functions and related activities and to provide advice and direction to [REGIONAL ENTITY]]
on performance improvements. The performance goals, measures and other parameters and the
values of such goals, measures and parameters, shall be reviewed by NERC, [REGIONAL
ENTITY] 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
Aqgreement.

(ii1) At therequest of the President of NERC, [REGIONAL ENTITY] 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 [REGIONAL
ENTITY]’ s performance against the performance goals, measures and parameters, or
performance of specific activities, to be unsatisfactory, provided, that prior to requiring
[REGIONAL ENTITY] to adopt and implement an action plan or other remedial action, NERC
shall issue anoticeto [REGIONAL ENTITY] of the need and basis for an action plan or other
remedial action and provide an opportunity for [REGIONAL ENTITY] to submit awritten
response contesting NERC'’ s evaluation of [REGIONAL ENTITY]'s performance and the need
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for an action plan. [REGIONAL ENTITY] 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 [REGIONAL ENTITY] shall work collaboratively as needed in the development
and implementation of [REGIONAL ENTITY] saction plan. A final action plan submitted by
[REGIONAL ENTITY] 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 [REGIONAL ENTITY] standardized training and
education programs, which shall be designed taking into account input from [REGIONAL
ENTITY] and other Regional Entities, for [REGIONAL ENTITY] personnel on topics relating
to the delegated functions and related activities.

(c) (i) NERC may issue directivesto [REGIONAL ENTITY] concerning the manner in
which [REGIONAL ENTITY] 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 [REGIONAL ENTITY] and, if applicable, other
Regional Entities to which the 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 [REGIONAL ENTITY] 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 adirective pursuant to this paragraph (i), [REGIONAL ENTITY] 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, [REGIONAL ENTITY], subject to reasonable time
periods for adoption, implementation, and funding of any necessary resources. Upon request by
[REGIONAL ENTITY], the NERC Board (or a committee of the Board to which the Board
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delegates appropriate authority) shall review and shall confirm, revise or revoke any directive
that was issued by the NERC President without [REGIONAL ENTITY]' s agreement, provided,
that [REGIONAL ENTITY] 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 [REGIONAL ENTITY] and, if applicable, other Regional
Entities, shall collaborate in deciding whether a directive (whether issued pursuant to paragraph
(it) 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) Inaddition to the issuance of directives pursuant to subsection (c), the NERC Board
(or aBoard committee to which the Board has del egated authority) may issue guidance or
directions as to the manner in which [REGIONAL ENTITY], 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 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. [REGIONAL ENTITY], 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 [REGIONAL ENTITY], either
individually or in conjunction with one or more other Regional Entities, that provide for the
exchange of information on practices, experiences, and lessons |earned in the implementation of
the delegated functions.

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

(g) The Commission and the Commission staff shall have full access to 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. [REGIONAL ENTITY] 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:

(@ [REGIONAL ENTITY] shall 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.
[REGIONAL ENTITY]' s proposed business plan and budget shall describe the activities
necessary for, and provide a budget with adequate resources for, [REGIONAL ENTITY] 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. [REGIONAL ENTITY]’ s 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.

(b) [REGIONAL ENTITY] and NERC agree that the portion of [REGIONAL
ENTITY] s 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 a
formula based on Net Energy for Load, or through such other formula as is proposed by
[REGIONAL ENTITY] and approved by NERC and the Commission. If [REGIONAL
ENTITY] proposesto use aformula other than Net Energy for Load beginning in the following
year, [REGIONAL ENTITY] 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
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budget submitted by NERC and [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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 [REGIONAL
ENTITY], 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 [REGIONAL ENTITY] s performance of its Delegated
Authority and related activitiesin accordance with [REGIONAL ENTITY] s Commission-
approved business plan and budget, in the amount of [REGIONAL ENTITY]’ s assessments to
end users approved by the Commission. Exhibit E sets forth the procedures and timing for
billing and collecting [REGIONAL ENTITY]’ s approved assessments from end users and other
entities and payment of the approved assessment amount to [REGIONAL ENTITY], unless
otherwise modified and approved by NERC and the Commission. NERC shall not impose any
material obligation or requirement regarding the Delegated Authority upon [REGIONAL
ENTITY] that has not been provided for in an approved business plan and budget or an
approved amended or supplemental business plan and budget, without [REGIONAL
ENTITY] s 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
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each Commission-approved NERC and [REGIONAL ENTITY] fiscal year budget with the
actual results at the NERC and Regional Entity levels. [REGIONAL ENTITY] 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) [REGIONAL ENTITY] shall submit unaudited quarterly interim financial
statements in 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).

(i) [REGIONAL ENTITY] shall submit audited financial 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
[REGIONAL ENTITY] shall offset penalty monies it receives (other than penalty monies
received from an operational function or division or affiliated entity of [REGIONAL ENTITY])
against its next year’s annual budget for carrying out functions under this Agreement, and the
mechanism by which [REGIONAL ENTITY] shall transmit to NERC any penalty monies
received from an operational function or division or affiliated entity of [REGIONAL ENTITY].
Provided, that, subject to approval by NERC and the Commission, [REGIONAL ENTITY] 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. [REGIONAL ENTITY] may not delegate in whole or in
part its Delegated Authority to any other entity without NERC'’ s express consent; provided,
however, that nothing in this provision shall prohibit [REGIONAL ENTITY] from contracting
with other entitiesto assist it in carrying out its Delegated Authority, provided [REGIONAL
ENTITY] retains control and responsibility for such Delegated Authority.

Amended and Restated Pro Forma Regional Delegation Agreement Page 18 of 26



4-14-20102-17-2011

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 is not cured as provided
in this Section 11, or if a Breach 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. Tem 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
[REGIONAL ENTITY] continues to meet all applicable statutory and regulatory requirements
necessary to maintain its eligibility for delegation. If [REGIONAL ENTITY] 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 an audit pursuant to subsection 6(i) to ensure
that [REGIONAL ENTITY] 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
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to termination for any reason, the Parties shall work to provide for atransition of [REGIONAL
ENTITY] s 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 [REGIONAL ENTITY] 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 [REGIONAL ENTITY] 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. [REGIONAL ENTITY] 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 [REGIONAL
ENTITY] shall not be liable to one another for any damages whatsoever, including without
limitation, direct, indirect, incidental, special, multiple, consequentia (including attorneys’ fees
and litigation costs), exemplary, or punitive damages arising out of or resulting from any act or

Amended and Restated Pro Forma Regional Delegation Agreement Page 20 of 26



4-14-20102-17-2011

omission associated with the performance of the [REGIONAL ENTITY] sor 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 [REGIONAL ENTITY] or NERC isfound liable for
gross negligence or intentional misconduct, in which case [REGIONAL ENTITY] 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 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 (@) 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
[REGIONAL ENTITY] under this Agreement without first obtaining the consent of
[REGIONAL ENTITY], which consent shall not be unreasonably withheld or delayed. To the
extent [REGIONAL ENTITY] 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 [REGIONAL ENTITY] under this Agreement, [REGIONAL ENTITY] 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
[REGIONAL ENTITY] to NERC and the Commission, or at such other time as may be
mutually agreed by [REGIONAL ENTITY] and NERC.

18. Dispute Resolution. In the event a dispute arises under this Agreement between NERC
and [REGIONAL ENTITY] (including disputes relating to NERC’ s performance of its
obligations under this Agreement and/or disputes relating to [REGIONAL ENTITY]'s

performance of its obligations under this Agreement) which cannot be resolved through
discussions between representatives of the Parties in the normal course of operations, the Parties
shall use the following procedures (“ Dispute Resolution”) to attempt to resolve the dispute.
[REGIONAL ENTITY] 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 procedure is separate from and in addition to all

other processes provided for in this Agreement.
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(@) 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
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 memoriaizedin 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
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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 isthe intent of the Parties that unresolved disputes shall be
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 [REGIONAL ENTITY]:

North American Electric
Reliability Corporation
116-390 Village Blvd.
Princeton, NJ 08540-5721
Attn: General Counsel Attn:
Facsimile: (609) 452-9550 Facsimile:

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
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in New Jersey for the purpose of hearing and determining any action not heard and determined

by the Commission.

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. Nothingin this Agreement shall be construed to preempt or limit any
authority that [REGIONAL ENTITY] 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

ELECTRIC RELIABILITY CORPORATION [REGIONAL ENTITY]
By: By:

Name: Name:

Title: Title:

Date: Date:
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Exhibit A— Regional Boundaries

Exhibit A to the delegation agreement for each Regional Entity receiving Delegated
Authority shall describe the geographic or electrical boundaries covered by the proposed
delegation of authority. Exhibit A for each Regional Entity shall reflect coordination

with neighboring Regiona Entities, as appropriate, to ensure that all relevant areas are

either included within the geographic boundaries of a Regional Entity or specifically

identified as not being within the geographic boundaries of any Regional Entity. Any
exclusions of geographic or electrical areas or of Registered Entities from the scope of the
Regional Entity’s Delegated Authority within the geographic or el ectrical boundaries shown on
Exhibit A, and any additions of geographic or electrica areas or of Registered Entities |ocated
outside the boundaries shown on Exhibit A to the scope of the Regional Entity’s Delegated
Authority, shall be specifically stated or described in Exhibit A.
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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. (Federa 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 operators of 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).)
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Exhibit C — Regional Standard Development Procedure

Exhibit C shall set forth the Regional Entity’s standar ds development procedure, which
NERC agrees meetsthe 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 [add reference to any applicable authoritiesin Canada and Mexico]. No
regional reliability standard shall be effective within the [Regional Entity Name] area unless
filed by NERC with FERC [and applicable authorities in Canada and Mexico] and approved by
FERC [and applicable authorities in Canada and Mexico].

COMMON ATTRIBUTE 2

[Regional Entity Name] 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 [Regional Entity Name] 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
aphysical 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 generaly be
acceptable.

COMMON ATTRIBUTE 3

[Regional Entity Name] regional reliability standards, when approved by FERC [add 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
[Regional Entity Name] 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 [Regional Entity Name], or group
within [Regional Entity Name] shall be allowed to request that a regional reliability standard be
developed, modified, or withdrawn. Additionaly, 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 [Regional Entity Name] area shall be allowed to request aregiona
reliability standard be developed, modified, or withdrawn.
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COMMON ATTRIBUTE 5

[Standardsor other named] committee— The [Regional Entity Name] [standards]
committee manages the standards development process. The [standards] committee will
consider which requests for new or revised standards shall be assigned for development (or
existing standards considered for deletion). The [standards] committee will advise the
[Regional Entity Name] board on standards presented for adoption.

COMMON ATTRIBUTE 6

[Alternative 6A: For a Regional Entity that chooses to vote using a balanced stakehol der
committee.]

The [standards] committee is a balanced stakeholder committee, inclusive of al stakeholder
interests that provide for or are materially impacted by the reliability of the bulk power system.
[ The [standards] committee votes to approve standards.] See Appendix A for the representation
model of the [standards] committee.

[Alternative 6B: For a Regional Entity that chooses to vote using a balanced ballot body of
stakeholders.]

[Registered ballot body — The registered ballot body comprises all entities or individuals that
qualify for one of the stakeholder segments; are registered with [Regional Entity Name] 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 a ballot
pool.] The representation model of the registered ballot body is provided in Appendix A.]

COMMON ATTRIBUTE 7

[Regional Entity Name] will coordinate with NERC such that the acknowledgement of receipt
of astandard 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 [Regional
Entity Name] 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.
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COMMON ATTRIBUTE 9

Within [no greater than 60] days of receipt of a completed standard request, the [standards]
committee shall determine the disposition of the standard request.

COMMON ATTRIBUTE 10

\ The [standards] committee may take one of the following actions:

e Accept the standard request as a candidate for development of anew standard, revision
of an existing standard, or deletion of an existing standard. The [standards] committee
may, at its discretion, expand or narrow the scope of the standard request under
consideration. The [standards] committee shall prioritize the devel opment of standard in
relation to other proposed standards, as may be required based on the volume of requests
and resources.

e Rgect the standard request. If the [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 [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
[standards] committee.

COMMON ATTRIBUTE 11

Any standard request that is accepted by the [standards|] committee for development of a
standard (or modification or deletion of an existing standard) shall be posted for public viewing
on the [Regional Entity Name] 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
[standards] committee. The [standards] committee shall approve the drafting team membership
within 60 days of accepting a standard request for devel opment, modifying the
recommendations of the standards process manager as the committee deems appropriate, and
assign development of the proposed standard to the drafting team.
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COMMON ATTRIBUTE 13

At the direction from the [standards] committee, the standards process manager shall facilitate
the posting of the draft standard on the [Regional Entity Name] 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 [Regional Entity Name] stakeholders and
other potentially interested entities, both within and outside of the [Regional Entity Name] 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 [Regional Entity Name] website no later than the next posting of the proposed
standard.

COMMON ATTRIBUTE 15

Upon recommendation of the drafting team, and if the [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 vote isissued.

COMMON ATTRIBUTE 16

The standards process manager shall schedule avote by the [Regional Entity Name] [registered
ballot body/[standards] committee]. 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

[Alternative 17A: For an RE that chooses to vote using a balanced stakeholder committee.]

The [standards] committee shall give 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 for submittal to the [Regional Entity Name] board. The [standards]
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committee may vote to approve or not approve the standard. Alternatively, the [standards]
committee may remand the standard to the drafting team for further work or form a new
drafting team for that purpose.

[Alternative 17B: For an RE that chooses to vote using a balanced ballot body of stakeholders.]

The [Regional Entity Name] registered ballot body shall be able to vote on the proposed
standard during a period of [not less than 10] days.

COMMON ATTRIBUTE 18

[Alternative 18A: For an RE that chooses to vote using a balanced stakeholder committee.]

The [standards] committee may not itself modify the standard without issuing a new notice to
stakeholders regarding a vote of the modified standard.

[Alternative 18B: For an RE that chooses to vote using a balanced ballot body of
stakeholders.]

All members of [Regional Entity Name] 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

[Alternative 19A: For an RE that chooses to vote using a balanced stakeholder committee.]

\ Actions by the committee shall be recorded in the regular minutes of the committee.

[Alternative 19B: For an RE that chooses to vote using a balanced ballot body of
stakeholders.]

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 gquorum 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.
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COMMON ATTRIBUTE 21

Once aregional reliability standard is approved by the board, the standard will be submitted to
NERC for approval and filing with FERC [and applicable authorities in Canada and Mexico.]

COMMON ATTRIBUTE 22

Open - Participation in the development of aregional reliability standard shall be open
to all organizations that are directly and materially affected by the [Regional Entity
Name] bulk power system reliability. There shall be no undue financial barriersto
participation. Participation shall not be conditioned upon membership in [Regional
Entity Name], 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 [Regional Entity Name] members and others.

COMMON ATTRIBUTE 23

Balanced - The [Regional Entity Name] 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
[Regional Entity Name] area shall have aright to participate by: a) expressing a position
and its basis, b) having that position considered, and ¢) having the right to appeal.

COMMON ATTRIBUTE 25

Fair due process— 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 aballot of interested stakeholders.
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COMMON ATTRIBUTE 26

e Transparent — All actions material to the development of regional reliability standards
shall be transparent. All standards devel opment meetings shall be open and publicly
noticed on the regional entity’s Web site.

COMMON ATTRIBUTE 27

e Does not unnecessarily delay development of the proposed reliability standard.

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.

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 e ectricity 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 elements identified in this section of the procedure. These elements are intended
to apply a systematic discipline in the development and revision of standards. Thisdisciplineis
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.
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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 [Regiona Entity Name]
area, then a clear identification of the portion of the
bulk power system to which the standard applies.
Any limitation on the applicability of the standard
based on electric facility requirements should be
described.

COMMON ATTRIBUTE 33

M easur &(s)

Each requirement shall be addressed by one or more
measures. Measures are used to assess performance
and outcomes for the purpose of determining
compliance with the requirements stated above. Each
measure will identify to whom the measure applies
and the expected level of performance or outcomes
required demonstrating compliance. Each measure
shall be tangible, practical, and as objective asis
practical. Itisimportant to realize that measures are
proxies to assess required performance or outcomes.
Achieving the measure should be a necessary and
sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s)
towhich it applies.

COMMON ATTRIBUTE 34

Compliance
Monitoring
Process

Defines for each measure:

¢ The specific data or information that is required to
measure performance or outcomes.

e The entity that is responsible for providing the data
or information for measuring performance or
outcomes.

e The process that will be used to evaluate data or
information for the purpose of assessing
performance or outcomes.

e The entity that is responsible for evaluating data or
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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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EXHIBIT D — COMPLIANCE MONITORING AND ENFORCEMENT PROGRAM

1.0 REGIONAL COMPLIANCE MONITORING AND ENFORCEMENT
PROGRAM

[REGIONAL ENTITY] 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 [REGIONAL ENTITY]'s
geographic or electrical boundaries, and such other scope, set forth on Exhibit A of this
Aqgreement.

20 REGIONAL HEARING OF COMPLIANCE MATTERS

[REGIONAL ENTITY] shall establish and maintain a hearing body with authority to conduct
and render decisions in compliance hearings in which a Registered Entity may contest a finding
of alleged violation, proposed penalty or sanction, or a proposed mitigation plan, which shall be
either [REGIONAL ENTITY]' s board or a balanced compliance panel reporting directly to
[REGIONAL ENTITY] sboard. [REGIONAL ENTITY] shearing body is[its board] [if not
the board, insert the name of the committee or group serving as the hearing body].

[If the hearing body is a compliance panel other than the board, provide here a description of
how the members of the compliance panel are selected and the qualifications to be selected for
the compliance panel.]

[REGIONAL ENTITY] shall conduct all compliance hearings in which a Registered Entity
may contest a finding of aleged violation, proposed penalty or sanction, proposed Mitigation
Plan, or a proposed Remedia Action Directive, in accordance with Attachment 2, Hearing
Procedures, to the NERC Compliance Monitoring and Enforcement Program, subject to the
following deviations, if any: [Describe any deviations, or state “None”. If there are deviations
from the NERC pro forma Hearing Procedures, [REGIONAL ENTITY]’ s Hearing Procedures
shall be included as a separate attachment to this Exhibit D.]

3.0 OTHER DECISION-MAKING BODIES
If [Regional Entity] uses other decision-making bodies within its compliance program, provide
here a description of the function of that body to the extent not described elsewhere in the

Agreement or exhibits, how the members of that body are selected, and the qualifications to be
selected for that body.]
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Exhibit E — Funding
1. Scope of activities funded through the ERO funding mechanism

[Regional Entity] shall include in its annual budget submission to NERC amounts for costs
it 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 [Regional Entity], in conjunction with the other Regional Entities, shall
collaboratively develop an annual schedule for the development, submission, review and
approval of [Regional Entity’s] business plan and budget. The annual schedule for the
preparation of business plans and budgets shall require [Regional Entity] (i) to submit to
NERC draft(s) of [Regional Entity]’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 [Regiona Entity] Board of Trusteesto NERC by July
1 or such other agreed date as provides sufficient time for NERC' s review, approval and
submission of [Regional Entity]’ s business plan and budget to the Commission 130 daysin
advance of the beginning of each fiscal year. The [Regional Entity] business plan and
budget submission shall include supporting materials, including [Regional Entity]’s
complete business plan and organization chart, explaining the proposed collection of all
assessments, dues, fees and charges, and the proposed expenditure of the fundsto be
collected in sufficient detail to justify the requested budgeted expenditures and assessments.
[Regional Entity]’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 [Regiona Entity]’ 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 abovein Section 1 of
this Exhibit E, or shall direct [Regional Entity] to make such revisions as NERC deems
appropriate prior to approval. NERC shall submit [Regional Entity]’ 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 [REGIONAL ENTITY]’ s 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 allocating and calculating such
assessments has been submitted to and approved by NERC and the Commission in
accordance with Section 9(b) of the Agreement. [Regional Entity] shall submit to NERC
annually at the same time it submits its budget request alist of the load-serving entities or
designees within its geographic boundaries that shall be responsible for paying [Regional
Entity’ s| assessment and the load-serving entities' proportionate Net Energy for Load, and
such other data and information as is necessary to allocate and calculate the allocation of
[Regional Entity’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

[IF NERC WILL BILL AND COLLECT ASSESSMENTS DIRECTLY FROM LOAD-
SERVING ENTITIES IN REGIONAL ENTITY'S REGION, USE THE FOLLOWING
TEXT FOR SECTION 4(a)]]

(8 NERC shall submit invoices to the load-serving entities or designees identified by
[Regional Entity] covering the NERC and [Regional Entity] assessments approved for
collection.

[IF THE REGIONAL ENTITY WILL ACT AS THE BILLING AND COLLECTION
AGENT ON BEHALF OF NERC TO BILL AND COLLECT ASSESSMENTS FROM
LOAD-SERVING ENTITIES IN REGIONAL ENTITY’S REGION, USE THE
FOLLOWING TEXT FOR SECTION 4(a);]

(8 NERC and [Regional Entity] agree that [Regional Entity] shall act as the billing and
collection agent on behalf of NERC to bill and collect [Regional Entity]’s assessments from
load-serving entities and designees (or such other entities as agreed by NERC and [Regional
Entity]). [Regional Entity] agreesthat it shall (i) issue all invoices to load-serving entities
and other entities in a prompt and timely manner after receipt from NERC of the
information needed to issue the invoices; (ii) exercise commercially reasonable efforts to
collect invoices that are not paid as of the due date(s); and (iii) transfer all funds collected to
NERC in atimely manner, as follows: Prior to the start of each calendar quarter, and once
per week thereafter until al billings for the quarter are collected, [Regional Entity] will
electronically transfer to NERC, in immediately available funds, all payments received by
[Regional Entity] from load-serving entities or other entities for payment of invoices. On
the same day that [Regional Entity] makes each electronic transfer of fundsto NERC,
[Regional Entity] shall send an e-mail to the Chief Financial Officer or Controller of NERC
detailing the collections being transmitted, including a listing of the load-serving entities or
other entities from which payments were collected and the amount collected from each
entity. [Note: If NERC and Regiona Entity have a different collection and payment
arrangement, the preceding two sentences will be modified accordingly to describeit.]
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[Regional Entity] agreesthat it shall not in any way use its position as billing and collection
agent for NERC to attempt to influence NERC’ s policies or decisions on matters relating to
adoption of Reliability Standards (including Regional Reliability Standards and Regional
Variances), administration of the compliance monitoring and enforcement program and
other compliance and enforcement matters, determination and imposition of penalties and
sanctions, budgeting matters including review and approval of [Regional Entity’ s| budgets
and business plans, or any other NERC decisions, including by issuing invoices, engaging in
collection activities or transferring funds collected to NERC in an untimely manner or other
than in accordance with this Agreement.

(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, [Regional Entity] shall assist NERC in pursuing and
collecting any non-payments. Notwithstanding the foregoing, [Regional Entity] 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 [REGIONAL ENTITY]’ sregion, that
are reasonably determined to be uncollectible, to NERC’ s assessments for a subsequent year
with the amount of such non-payments to be allocated to end-users within [Regional

Entity]’ sregion.

(c) Upon approval by ERO Governmental Authorities of [Regional Entity]’ s annual
assessment to fund the costs of its delegated functions and related activities, NERC shall pay
[Regional Entity’ s] annual assessment to Regional Entity 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 [Regional
Entity], other than penalty monies received from an operational function or division or
affiliated entity of [Regional Entity], shall be applied as a general offset to [Regional
Entity]’ s 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 [Regional Entity] shall be transmitted to or retained by NERC and shall
be used by NERC as a genera offset to NERC' s budget for its activities as the ERO under
the Act for the following year.

6. Budget and Funding for [Regional Entity’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’), [Regional Entity] performs
the following other functions and activities (such other functions and activities being
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referred to in this Section 6 as "non-statutory activities"): [List and describe all non-statutory
activities performed by Regional Entity, or state “None”.]

[Regional Entity] shall employ the following methods and proceduresto (i) keep its funding
mechanisms for its statutory activities separate from its funding mechanisms for its non-
statutory activities, and (ii) record the costs it incurs in the performance of its non-statutory
functions separately from the costsit incurs in the performance of its statutory functions:
[List and describe the methods and procedures Regional Entity employs to keep costs and
funding of statutory activities separate from costs and funding of non-statutory activities,
including at a minimum a description of how Regiona Entity’s bank accounts and
receivables/payables procedures are set up for both statutory and non-statutory functions, a
description of how Regional Entity ensures each employee involved in both statutory and
non-statutory functions keeps accurate time records reflecting his’her activities, and a
description of how Regional Entity’s general and administrative costs are allocated between
statutory activities and non-statutory activities. If the necessary descriptions are lengthy
they may be provided in a separate attachment labeled “ Attachment E-1", and state here
“See Attachment E-1.” If Regional Entity has listed no non-statutory functionsin the
preceding paragraph, state here “Not applicable.”]

[Regional Entity] shall provide its budget for such non-statutory activitiesto NERC at the
same time that [Regional Entity] submitsits proposed annual business plan and budget for
statutory activitiesto NERC pursuant to Section 9 of the Agreement. [Regional Entity's]
budget for non-statutory activities that is provided to NERC shall contain adetailed list of
[Regional Entity's| non-statutory activities and a description of the funding sources for the
non-statutory activities. [Regional Entity] agrees that no costs (which shall include a
reasonable allocation of [Regional Entity]’s general and administrative costs) of non-
statutory activities are to be included in the calculation of [Regional Entity's] assessments,
dues, fees, and other charges for its statutory activities.

7. Amended or Supplemental Business Plans and Budgets

During the course of the fiscal year, if [Regional Entity] determinesit does not or will not
have sufficient funds to carry out its delegated functions and related activities, [Regional
Entity] 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 [Regional Entity]’s approved
business plan and budget for the fiscal year. NERC shall review and approve the proposed
amended or supplemental business plan and budget and proposed supplemental assessment,
or shall direct [Regiona Entity] to make such revisions as NERC deems appropriate prior
to approval. NERC shall submit [Regional Entity]’ s approved amended or supplemental
business plan and budget and proposed supplemental assessment to the Commission for
approval.

8. NERC Review of Regional Entity Financia StatementsRecords

Upon arequest made to [Regiona Entity] with reasonable notice, NERC shall have access
to and may review all financial records of [Regional Entity], including records used to
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prepare [Regional Entity’s] financial statements. NERC shall conduct reviews of the

quarterly and annual financial statements submitted by [Regional Entity] pursuant to Section
9(h) and (i) of the Agreement. [Regional Entity] shall provide supporting documentation for
the quarterly and annual financial statements as reasonably requested by NERC-based-en-ts

FeVHEWS.
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AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION
AND FLORIDA RELIABILITY COORDINATING COUNCIL

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 Florida Reliability Coordinating Council (“FRCC”),
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
FRCC 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 FRCC 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 Regional 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, FRCC 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 FRCC 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 FRCC 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 FRCC, 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 FRCC 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 FRCC 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, FRCC hereby represents and warrants
to NERC that:
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(1) FRCC 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 prevents it from executing this Agreement
and fulfilling its obligations hereunder. FRCC is governed in accordance with its bylaws by [a
balanced stakeholder board. Pursuant to these bylaws, no two industry sectors can control any
FRCC decision and no single industry sector can veto any FRCC decision. The relevant
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 FRCC.

(i)  Assetforthin Exhibit C hereto?, FRCC has developed a standards
development procedure, which provides the process that FRCC may use to develop Regional
Reliability Standards that are proposed to NERC for adoption.

(iii)  Assetforthin Exhibit D hereto, FRCC 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 FRCC's

geographic boundaries as shown on Exhibit A.

(b) NERC hereby represents and warrants to FRCC 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 FRCC shall meet the requirements contained in Exhibit B to this
Agreement.
2The Exhibit C from FRCC shall meet the requirements contained in Exhibit C to this
Aqgreement.
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3. Covenants.

@ During the term of this Agreement, FRCC 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 FRCC under this Agreement without first obtaining
the consent of FRCC, which consent shall not be unreasonably withheld or delayed.

(c) During the term of this Agreement, NERC and FRCC
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 FRCC 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 FRCC for the purpose of proposing Reliability Standardsto 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 FRCC shall not monitor and enforce compliance with Reliability
Standards for FRCC or an affiliated entity with respect to reliability functions for which FRCC
or an affiliate is a Registered Entity. Any exclusions from this delegation of authority to FRCC
within, or additions to this delegation of authority to FRCC beyond, the geographic boundaries
set forth on Exhibit A are stated on Exhibit A.

(b) In circumstances where FRCC or an affiliated entity is a Registered Entity,
FRCC 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 FRCC' s or affiliate’ s compliance with
Reliability Standards. Such agreements are subject to NERC and Commission approval.

(© Nothing in this Agreement shall prohibit FRCC 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 FRCC 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, FRCC shall comply with the applicable provisions of NERC’s
Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability Standards, as from

time to time adopted, approved, or amended.

5. Development and Proposal of Reliability Standards.
@ In connection with its Delegated Authority, FRCC 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 FRCC reasonabl e notice and
opportunity to be heard; and

(i)  develop Regional Reliability Standards through FRCC's process as set
forth in Exhibit C. Proposals approved through FRCC' s process shall be reviewed by the
NERC Board after NERC provides notice and an opportunity for interested personsto
comment. In the case of a proposal 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 proposed Regional Reliability Standard or Regional Variance, applying the
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rebuttable presumption described in subsection 5(b) of this Agreement if the proposed Regional
Reliability Standard or Regional Variance is 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 disapproveit in writing
setting forth its reasons. FRCC 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 Reliability Standar ds.

@ In connection with its delegated authority pursuant to this Agreement, FRCC
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 FRCC 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. FRCC 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, FRCC agreesto
comply with the NERC Rules of Procedure, with any directives issued 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) FRCC shall report promptly to NERC any Possible Violation, Alleged
Violation, or Confirmed Violation of a Reliability Standard, and its eventual disposition by
FRCC. 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 FRCC 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 FRCC 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 FRCC' s dispositions based on the following criteria:

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

FRCC in accordance with the NERC Rules of Procedure, NERC directives and
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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 FRCC 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. FRCC 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
FRCC' s 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 penatiesimposed by FRCC as aresult of adecision by FRCC's
Hearing Body shall be filed with, heard by and disposed of by, NERC in accordance with the
NERC Rules of Procedure.

()] FRCC shall maintain the capability to conduct investigations of Possible
Violations and Alleged Violations of Reliability Standards and to conduct such investigationsin

aconfidential manner.
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(9) FRCC 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, FRCC 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. A Regional Entity 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 FRCC'’ s 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.

7. Delegation-Related Activities.

NERC will engage FRCC on its behalf to carry out certain of its activities that are in
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 (&) through (f), each of which shall be considered a statutory
activity:

(@) Certification of Bulk-Power System Entities. The NERC Board shall set criteria
for certification in accordance with the NERC Rules of Procedure. FRCC shall issue
certifications in accordance with the NERC Rules of Procedure.
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(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 FRCC and other Regional Entities. FRCC 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 decision in
any subsequent appeal of the decision by the Registered Entity to the Commission.

(c) Reiability Assessment and Performance Analysis. FRCC 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. FRCC 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 FRCC and other Regional Entities in carrying out their responsibilities under
this subsection (c).

(d) Event Analysisand Reliability Improvement. FRCC shall conduct event analysis
pursuant to the NERC Rules of Procedure and applicable governmental regulations. NERC and
FRCC 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.
In collaboration with NERC, FRCC shall disseminate to the electric industry lessons learned

and other information obtained or resulting from event analysis.
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(e) Training and Education. FRCC 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 Awarenessand Infrastructure Security.

(i) FRCC 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) FRCC 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 FRCC’ s performance of its Delegated Authority and related activities
pursuant to this Agreement. It isthe intent of NERC and FRCC that matters relating to NERC's
oversight of FRCC' s performance of its Delegated Authority and related activities shall be
established or resolved by collaboration between NERC and FRCC 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 FRCC 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 FRCC' s 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. FRCC shall provide data, information and reportsto NERC, in
accordance with established schedules, to enable NERC to calculate FRCC' s performance to the
agreed-upon goals, measures and parameters.
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(i) NERC shall use the performance goals, measures and parameters and
performance reports to evaluate FRCC' s performance of its delegated functions and related
activities and to provide advice and direction to FRCC on performance improvements. The
performance goals, measures and other parameters and the values of such goals, measures and
parameters, shall be reviewed by NERC, FRCC 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, FRCC 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 FRCC's
performance against the performance goal's, measures and parameters, or performance of
specific activities, to be unsatisfactory, provided, that prior to requiring FRCC to adopt and
implement an action plan or other remedial action, NERC shall issue a notice to FRCC of the
need and basis for an action plan or other remedial action and provide an opportunity for FRCC
to submit awritten response contesting NERC’ s evaluation of FRCC' s performance and the
need for an action plan. FRCC 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
FRCC shall work collaboratively as needed in the development and implementation of FRCC's
action plan. A fina action plan submitted by FRCC 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 FRCC standardized training and education programs,
which shall be designed taking into account input from FRCC and other Regional Entities, for
FRCC personnel on topics relating to the delegated functions and related activities.

(¢) (i) NERC may issue directives to FRCC concerning the manner in which FRCC
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 FRCC and, if applicable, other Regional Entities to which the
directive will apply. Any directive developed through the collaborative process shall be
approved by, and issued under the signature of, the NERC President.
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(i) If after aperiod of time that is reasonable under the circumstances, NERC
and FRCC 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), FRCC 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, FRCC, subject to reasonable time periods for adoption,
implementation, and funding of any necessary resources. Upon request by FRCC, 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 FRCC’ s agreement, provided, that FRCC 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 FRCC 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) Inaddition to the issuance of directives pursuant to subsection (c), the NERC Board
(or aBoard committee to which the Board has del egated authority) may issue guidance or
directions as to the manner in which FRCC, 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
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
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specific reason for maintaining particular guidance or directions as non-public. FRCC, 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 FRCC, 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 FRCC performed by NERC shall be limited to an examination of
FRCC' s compliance with this Agreement, NERC’ s Rules of Procedure, the Compliance
Monitoring and Enforcement Program, Commission requirements, and directivesthat arein
effect pursuant to Section 8(c)

(g) The Commission and Commission staff shall have full access to 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. FRCC 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:

(@ FRCC shall 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. FRCC’ s proposed
business plan and budget shall describe the activities necessary for, and provide a budget with
adequate resources for, FRCC 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.
FRCC'’ s 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.

(b) FRCC and NERC agree that the portion of FRCC' s 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
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boundaries described in Exhibit A and recovered through aformula based on Net Energy for
Load, or through such other formula asis proposed by FRCC and approved by NERC and the
Commission. If FRCC proposes to use aformula other than Net Energy for Load beginning in
the following year, FRCC 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 FRCC 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 FRCC 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 FRCC 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 FRCC, 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 FRCC'’ s performance of its Delegated Authority and related
activities in accordance with FRCC’ s Commission-approved business plan and budget, in the
amount of FRCC' s assessments to end users approved by the Commission. Exhibit E sets
forth the procedures and timing for billing and collecting FRCC'’ s approved assessments from
end users and other entities and payment of the approved assessment amount to FRCC, unless
otherwise modified and approved by NERC and the Commission. NERC shall not impose any
material obligation or requirement regarding the Delegated Authority upon FRCC that has not
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been provided for in an approved business plan and budget or an approved amended or
supplemental business plan and budget, without FRCC’ s consent.

(99 NERC shall 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 FRCC fiscal year budget with the actual results at the
NERC and Regional Entity levels. FRCC 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) FRCC shall submit unaudited quarterly interim financial 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).

(i) FRCC shall submit audited financial 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 FRCC
shall offset penalty moniesit receives (other than penalty monies received from an operational
function or division or affiliated entity of FRCC) against its next year’s annual budget for
carrying out functions under this Agreement, and the mechanism by which FRCC shall transmit
to NERC any penalty monies received from an operational function or division or affiliated
entity of FRCC. Provided, that, subject to approval by NERC and the Commission, FRCC 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. FRCC may not delegate in whole or in part its Delegated
Authority to any other entity without NERC' s express consent; provided, however, that nothing

in this provision shall prohibit FRCC from contracting with other entitiesto assist it in carrying
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out its Delegated Authority, provided FRCC 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 is not cured as provided
in this Section 11, or if a Breach 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.  Tem 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 FRCC

continues to meet al applicable statutory and regulatory requirements necessary to maintain its
eligibility for delegation. 1f FRCC 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
an audit pursuant to subsection 6(i) to ensure that FRCC continues to meet all applicable

statutory and regulatory requirements necessary to maintain its eligibility for delegation.
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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 FRCC's 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 FRCC 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 FRCC 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. FRCC 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 FRCC shall not be liable to one
another for any damages whatsoever, including without limitation, direct, indirect, incidental,
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
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performance of the FRCC’'s 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 FRCC or
NERC isfound liable for gross negligence or intentional misconduct, in which case FRCC 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 referenceto, 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 disclosureis 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 (a) 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 FRCC

under this Agreement without first obtaining the consent of FRCC, which consent shall not be
unreasonably withheld or delayed. To the extent FRCC 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 FRCC under this Agreement, FRCC 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 FRCC to NERC and
the Commission, or at such other time as may be mutually agreed by FRCC and NERC.

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

and FRCC (including disputes relating to NERC' s performance of its obligations under this
Agreement and/or disputes relating to FRCC' s performance of its obligations under this
Agreement) which cannot be resolved through discussions between representatives of the
Parties in the normal course of operations, the Parties shall use the following procedures
(“Dispute Resolution”) to attempt to resolve the dispute. FRCC 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 FRCC:

North American Electric Florida Reliability Coordinating
Reliability Corporation Council, Inc.

116-390 Village Blvd. 1408 N Westshore Blvd
Princeton, NJ 08540-5721 Tampa, FL 33607

Attn: General Counsel Attn: Sarah Rogers

Facsimile: (609) 452-9550 Facsimile: (813) 289- 5646

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 FRCC 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 FLORIDA RELIABILITY
ELECTRIC RELIABILITY CORPORATION COORDINATING COUNCIL, INC.

By: By:
Name: Name:
Title: Title:
Date: Date:
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Exhibit A— FRCC Boundaries

The FRCC physical boundaries are entirely within the State of Florida. The area of the State of
Floridathat is within the FRCC Region is peninsular Florida east of the Apalachicola River with
the exception of asmall section of Baker and Nassau counties in northeast Florida. Areas west
of the Apalachicola River in Florida are within the SERC Region. The entire FRCC Region is
within the Eastern Interconnection. The entire FRCC Region is under the direction of the
FRCC Reliability Coordinator.

The FRCC Region interconnects with the SERC Region via 10 transmission lines. The 10 lines
consist of two 500 kV, four 230 kV and four 115 kV lines. These lines are referred to as the
“Horida/ Southern Interface”.

The areas of Baker and Nassau counties that are not part of the FRCC Region are part of the
SERC Region. These sections are part of the Okefenoke Rural Electric Membership
Corporation (OREMC) that is headquartered in Nahunta, GA or facilities owned by Georgia
Transmission Corporation (GTC) that is headquartered in Tucker Georgia. Roughly two thirds
of OREMC load isin Georgiaand onethird isin Florida. The majority of the OREMC load in
Floridais connected directly to the Southern Company Balancing Areain the SERC Region.
Part of OREMC load is connected to both the Southern Company Balancing Area and FPL
Balancing Area by a Georgia Transmission Corporation 115kV transmission line and
Macedonia Switching Station in Baker County. A small portion of the OREMC load, about five
(5) MW to twenty five (25) MW, is supplied as aradial feed from FPL West Nassau Substation.
Georgia Transmission Corporation has secured firm transmission service from JEA and/or FPL
on the Florida/ Southern Interface to supply thisload. The OREMC schedules energy on an
hourly basisto cover thisload. SERC will be responsible for registration and compliance
monitoring of the Georgia Transmission Corporation facilities in Baker County, Florida and of
OREMC.

Within the FRCC Region, compliance monitoring and enforcement functions with respect to
reliability functions for which the FRCC is aregistered entity are performed by SERC
Reliability Corporation (SERC) pursuant to a contract between FRCC and SERC dated as of
July 12, 2010.
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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. (Federa 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 operators of 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).)
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BYLAWS OF
FLORIDA RELIABILITY COORDINATING COUNCIL, INC.

ARTICLE I

Member ship
Section 1.1  Eligibility.

@ Membership in the Florida Reliability Coordinating Council, Inc. (“FRCC”) is
open to any entity, without cost, that: (i) has a material interest in the reliability of the bulk
power system in the FRCC region; (ii) satisfies the criteria for membership specified in this
Section 1.1; (iii) qualifies for eligibility in one or more of the Sectors identified in Section 1.2;
(iv) submits a written request for membership; and (v) agrees to comply with and be bound by
these FRCC Bylaws (“Bylaws’) and other rules and regulations adopted by the FRCC Board of
Directors, by execution of the appropriate form of Member Agreement set forth in Appendix A
to these Bylaws (“Member Agreement”). Any person or entity that meets the foregoing
requirements shall become a“Member” of FRCC.

(b) FRCC shall engage in two categories of activities:

(i) FRCC shall engage in the “Regional Entity Activities” specified in Section
1 of Exhibit E of the Delegation Agreement between FRCC and the North American Electric
Reliability Corporation (“NERC”) dated May 2, 2007, as amended from time to time with the
agreement of NERC and the approval of the Federa Energy Regulatory Commission
(“Delegation Agreement”). Under the Delegation Agreement, FRCC is the Regiona Entity, as
defined in Sec. 215 of the Federal Power Act, with delegated authority to propose and enforce
Reliability Standards for the bulk power system in the FRCC Region. The FRCC Region is
defined as the geographic area of Florida east of the Apalachicola River.

(i)  FRCC shall engage in certain “Member Services Activities,” under which
it provides, coordinates or administers a variety of services relating to the planning and operation
of the bulk power system in the FRCC Region for or on behalf of entities meeting the criteriain
Section 1.1(c)(ii) and participating in the funding of such services as specified in these Bylaws.
The “Member Services” are specified in the business plan and budget approved by the Board of
Directors in accordance with these Bylaws for submission to NERC under the Delegation
Agreement, and as approved by NERC and the Federa Energy Regulatory Commission
(“Business Plan and Budget”). Member Services are funded as specified in Section 6.2 of these
Bylaws.



(c) FRCC shall have two types of Members:

(i)  All Members of FRCC shall be “Regional Entity Members.” Regional
Entity Members shall be eligible to participate in the Regional Entity Activities of FRCC. Such
participation shall be in accordance with these Bylaws, the Member Agreement, and the
Delegation Agreement, as from time to time adopted or amended and approved, and such other
requirements as govern FRCC as a Regional Entity.

@it)  All Members that participate in the generation, marketing, transmission or
purchase for resale of electric energy, ancillary services or capacity on, from or to the bulk power
system in the FRCC Region may choose to be “ Services Members,” and may participate in FRCC
Member Services Activities as specified in these Bylaws. Subject to the requirements of Section
1.2, only Members that are Services Members shall be eligible to participate in decisions
governing the Member Services of FRCC, or the voting rights and funding obligations of Services
Members.

Section 1.2 Voting Member. A Voting Member is a Member that is not an Affiliate
Member or an Adjunct Member. All Voting Members shall be eligible to vote on questions
governing Regional Entity Activities. Only Voting Members that are Services Members shall be
eligible to vote on questions governing Member Services or Member Services Activities. For
purposes of the following Sector classifications, “Load Serving Entity,” whether standing alone
or as part of another specified term, shall mean an entity that provides electric service to persons
or entities other than the Load Serving Entity itself that purchase such service for their own use
and not for resale. Voting Members shall be classified into one of the following Sectors, based
on the primary nature of its activities in the FRCC Region relevant to Regional Entity Activities:

@ Suppliers Sector - any entity engaged in wholesale power marketing transactions
in the FRCC Region; or a generating entity that is included in the NERC Compliance Registry as
a generation owner or generation operator for a facility in the FRCC Region, or that owns or is
developing generation greater than 20 MW located within the FRCC Region and meets any of
the following: (1) an entity with FERC-approved market-based rate authority, or (2) an exempt
wholesale generator, or (3) afacility selling any output pursuant to a power purchase agreement
(including fuel conversion arrangements), or (4) a FERC approved Qualifying Facility.

(b) Non-Investor Owned Utility Wholesale Sector - generation and transmission
cooperatives and municipal joint action agencies that sell electricity to non-investor owned Load
Serving Entities with native load in the FRCC Region.

(© Load Serving Entity Sector - any Load Serving Entity that is not investor owned
and that generates less than 25% of its energy requirements for retail sales or has an annual Full
Requirements Energy for Load (FREL) of 1800 GWH or lessin the FRCC Region.

(d) Generating Load Serving Entity Sector - any Load Serving Entity that is not
investor owned and that generates at least 25% of its energy requirements for retail sales, and
that has an annual Full Requirements Energy for Load (FREL) greater than 1800 GWH in the
FRCC Region.



(e Investor Owned Utility Sector - investor owned utilities generating and
serving retail native load greater than 15,000 GWH in the FRCC Region.

()] General Sector - persons or entities that take delivery of energy within the FRCC
Region that is not purchased for resale; agents or associations representing groups of such
entities that are commercial or industrial entities; agents or advocate groups representing small
customers; and other persons or entities owning assets or engaging in commercial activities in
the FRCC Region.

Section 1.3 Affiliate Member. An Affiliate Member is defined as an entity that (i)
otherwise qualifies as a Voting Member pursuant to Section 1.1 and 1.2 and (ii) is an Affiliate of
a Voting Member. For purposes of these Bylaws, being an “Affiliate” shall mean that (1) a
Voting Member controls, is controlled by or is under common control with, such Affiliate
Member, and (2) for any exempt wholesale generator, as defined the Public Utility Holding
Company Act of 2005, as amended, the meaning provided in Section 214 of the Federal Power
Act. Affiliate Members shall have no right to vote on any matter, nor any right to be elected or
appointed to the Board. Except as to funding, Affiliate Members shall be bound by the same
obligations as Voting Members and Adjunct Members of FRCC. Questions as to whether an
entity is an Affiliate of aVoting Member shall be resolved by the Board.

Section 1.4 Adjunct Member. A person or entity may be approved as an Adjunct
Member by the Board if such entity has a material interest in the reliability of the bulk power
system in the FRCC region but does not meet the definitions and requirements to join as a
Voting Member or Affiliate Member. Adjunct Members shall have no right to vote on any
matter, nor any right to be elected or appointed to the Board. Except as to funding, Adjunct
Members shall be bound by the same obligations as Voting Members and Affiliate Members of
FRCC.

Section 1.5 New Members. The Board shall review and act upon membership
applications. Prior to membership, the Board shall certify that an applicant complies with the
eligibility requirements.

Section 1.6 Membership Commitment. Each Member of the FRCC shall be
required to execute, in counterpart, a Member Agreement, as applicable, in the form shown in
Appendix A to these Bylaws.

Section 1.7 Obligations.

@ Each Member of the FRCC shall promote, support and comply with the purposes
and policies of the FRCC as set forth in its Certificate of Incorporation and Bylaws, and the other
documents governing the activities of FRCC identified in the Bylaws.

(b) Each Member of the FRCC shall appoint a representative as provided herein to
receive notices from the FRCC and shall give to the FRCC Chief Executive Officer (*CEQ”) in
writing (signed by a duly authorized representative of the Member) the name, business address
and electronic address of the person thus appointed. An appointed representative of a Member
who is unable to attend a meeting may designate, in writing, an aternate to act on behalf of the
Member.



Section 1.8 Participation.

@ For purposes of these Bylaws, an entity and all of its Affiliates shall be considered
one "Entity.” No Entity shall smultaneously hold more than one Voting Member status or have
more than one voting representative on a Standing Committee, or more than one seat on the
Board.

(b) An Entity may join FRCC in any Sector in which it qualifies for Membership,
provided that an Entity may join as a Voting Member in only one Sector. In the event that an
Entity qualifies for more than one Sector, such Entity may join such other Sectors as an Affiliate
Member upon payment of any applicable Affiliate Member Annual Fees in accordance with
Article VI Section 6.2(b)(ii) for each Sector in which such Entity desires to participate as an
Affiliate Member. Once an Entity has elected to be a Voting Member of one Sector, the Entity
must continue to vote in that Sector for a minimum of one (1) year. If, a any point, it is
determined that an Entity no longer meets the qualifications for the Sector it selected, the Entity
may not vote in that Sector; however, that Entity may then immediately elect to become a Voting
Member in any Sector for which it does qualify. Questions as to whether an Entity meets the
gualifications of a Sector shall be resolved by the Board.

(c) Subject to the requirements of these Bylaws and the Articles of Incorporation,
each Voting Member in good standing is entitled to vote on each matter submitted to a vote of
the Voting Members. A Member in good standing is one that (i) meets al qualifications for
membership as provided in these Bylaws, (ii) is not in arrears for payment of any applicable
annual fees for membership or payment of any other fees owed to FRCC unless such payment is
being disputed in good faith, and (iii) has not been found by a court to be in breach of any
contract with FRCC. Voting Members that are not in good standing are not entitled to vote on
any matter until they have regained good standing.

ARTICLE I

M eetings of Voting Members

Section 2.1  Annual Meeting of Voting Members. Voting Members shall meet at
least annually on a date and at a place to be established by the Board (“Annual Meeting”). The
Voting Members from each Sector shall elect, by majority vote, each Voting Member having one
(1) vote, Directors to the Board who will represent their Sector. The Voting Members shall
conduct such other business as may be properly brought before them. Meetings may be held by
telephone conferencing, video conferencing or by other means enabling al participants in the
meeting to communicate with each other. The Annual Meeting shall be open to Affiliate
Members and Adjunct Members, and such other invitees as the Board may deem appropriate,
provided that the Services Members, along with Affiliate and Adjunct Members that have paid
the fees specified in Section 6.2(b)(ii) or (iii), may meet separately to consider matters relating to
Member Services.

Section 2.2 Special Meetings. Specia meetings of the Voting Members, for any
purpose or purposes, unless otherwise prescribed by the laws of the State of Florida, or by the



Articles of Incorporation, may be called by the Chair of the Board. Special meetings of the
Regional Entity Members shall be called upon request of six (6) or more Voting Members
representing three (3) or more Sectors. Special meetings of the Services Members shall be called
upon request of six (6) or more Voting Members that are Services Members representing three
(3) or more Sectors. Notice of a special meeting stating the place, date, hour and agenda for the
special meeting shall be given to the Voting Members not less than three (3) business days
before the meeting. Such request for a special meeting shall state the purpose or purposes of the
proposed special meeting, which shall be included as part of an agenda to be distributed to the
Voting Members not less than three (3) business days before the meeting. Meetings may be held
by telephone conferencing, video conferencing or by other means enabling all participants in the
meeting to communicate with each other.

Section 2.3  Place of Meeting. All meetings shall be held at or near the principal
office of the FRCC in Tampa, Florida, or at such other place within or outside the State of
Florida as shall be determined from time to time by the Board.

Section 2.4  Notice of Meetings.

@ Notice of the Annual Meeting or any regular or special meeting of the Voting
Members shall be sent by mail or electronic means to each Member’s representative at the
business or electronic address specified in accordance with Section 1.7(b) at least ten (10)
business days before the date of the meeting. The notice shall set forth a proposed agenda for the
meeting, but any matter may be considered and acted upon at any meeting, whether or not the
matter was listed in the proposed agenda, if addition of the item to the agenda is approved at the
meeting by the vote of the eligible Voting Members whose votes equal sixty percent (60%) or
more of the total weighted sector vote of the eligible Voting Members; provided, however, that
at least three (3) Sectors are represented in the affirmative. Meetings may be held at any time
without notice if all of the eligible Voting Members are present, or if those not present waive
notice in writing either before or after the meeting.

(b) The record date for determining Members entitled to notice shall be one month
prior to the meeting date.



Section 2.5 Quorum. Representation at any meeting of the Regional Entity Members
of more than 50% of the Voting Members, or representation at any meeting of the Services
Members of more than 50% of the Voting Members that are Services Members, shall constitute a
guorum for the transaction of business at such meeting; provided, however, that in each case at
least four (4) eligible Sectors are represented.

Section 2.6  Voting. Voting by Voting Members shall be by the six (6) Sectors as
defined in Section 1.2, except as otherwise provided herein. Each Voting Member within a
Sector has one non-divisible vote. Each Sector shall have a “ Sector Vote” in proportion to the
voting rights specified in Section 3.2(e), which is to be split into an affirmative and a negative
component, in the proportion that each component bears to the total votes of the Voting
Members within that Sector. Action by the Voting Members shall require affirmative Sector
Votes greater than 6.50.

Section 2.7  Action without Meeting. Any action that may be taken at a meeting of
the Regional Entity Members or the Services Members may be taken without a meeting if
consent in writing, setting forth the action so to be taken, shall be signed by all Voting Members
eligible to vote in such meeting before the action is taken.

Section 2.8 Remote Attendance. Any Member otherwise eligible may participate in
any meeting by telephone, videoconference communications equipment, or other means enabling
all persons participating in the meeting to communicate with each other. A Member
participating in a meeting by such means shall be deemed present in person at such meeting.

Section 2.9 Termination of Members.

@ A Member may be terminated for non-payment of fees or monies due FRCC as
provided in Section 6.3, or for a significant violation of obligations as set forth in Section 1.7.
The Board may, by resolution, establish afair and reasonable procedure to terminate a Member.

(b) A Member whose membership has been terminated shall be liable to FRCC for
fees and any other monies due FRCC as a result of obligations incurred or commitments made
prior to termination.



Section 2.10 Withdrawal. Any other provision of these Bylaws notwithstanding, any
Member may withdraw from participation in the activities of FRCC at any time upon written
notice to the CEO, whereupon it shall cease to be a Member and shall cease to be entitled or
obligated to participate in the activities of the Board, Standing Committees, or any
subcommittees, and shall have no further obligations as a Member; provided, however, that if
such notice is given more than thirty (30) days after such Member's receipt of its statement of
fees and expenses for a fiscal year, the Member shall be obligated to pay its fees and other
monies due to FRCC for the full fiscal year within which such termination is effective.

Section 2.11 Reinstatement. A former Member shal be required to apply for
Membership as set forth in Section 1.1. The Board may reinstate Membership on any reasonable
terms that the Board deems appropriate.

Section 2.12 Property Ownership and Control. Subject to applicable laws, rules,
regulations, agreements, and FRCC protocols, each Member shall retain sole control of its own
facilities and the use thereof, and nothing in these Bylaws shall require a Member to construct or
dedicate facilities for the benefit of any other electric system or allow its facilities to be used by
any other Member or to construct or provide any facilities for its own use, and nothing herein
shall be deemed to impair the ability or right of any Member to take such actions or to fail to act,
as it deems necessary or desirable, with respect to the management, extension, construction,
maintenance and operation of its own facilities, present and future. A Member has no interest in
the property of FRCC and waives the right to require a partition of any FRCC property.

ARTICLE I11

Board of Directors

Section 3.1 Powers. The affairs of FRCC shall be managed by the Board of
Directors (“Board”). The Board may exercise all such powers of the FRCC and do all such
lawful acts and things as are not prohibited by the laws of the State of Florida, by the Federal
Power Act, by the Articles of Incorporation or by these Bylaws.

Section 3.2 Number, Election, Tenure and Gover nance.

@ Number. The Board shall include (16) Directors allocated among the Sectors as
follows, and such other Directors as provided in by Section 3.2(b)(4):

D Suppliers Sector- three (3) Directors

(2) Non-Investor Owned Utility Wholesale Sector - two (2) Directors

(3 Load Serving Entity Sector-
- Municipal - one (1) Director
- Cooperative - one (1) Director

(4) Generating Load Serving Entity Sector - three (3) Directors



(5) Investor Owned Utility Sector - Three (3) Directors
(6) General Sector - Two (2) Directors
(7) The CEO of FRCC - an ex-officio non-voting Director.

(b) Election.

(1) Directors, with the exception of the CEO, shall be elected as described
herein.

2 Within each Sector, only Voting Members from a given Sector may elect
Directorsfor that Sector.

3 Within the Load Serving Entity Sector, Director(s) representing 0.5 votes
shall all be from a municipa and Director(s) representing 0.5 votes shal be from a
cooperétive.

(4)  Within each Sector, Voting Members from a given Sector may, by majority
vote, elect additional Directors subject to a maximum of five (5) Directors representing
such Sector. The total votes of the Directors for such Sector shall not exceed the total
votes of the Directors of such Sector specified in Section 3.2(a).

(© Alternate Director. Any Director unable to attend a meeting may designate, in
writing, an alternate to act on behalf of the Director.

(d) Term. The term for all Directors shall be two (2) years. Any Director may be
reelected for consecutive terms, without limitation. Directors within a Sector shall have
staggered terms as determined by the Sector.

(e Voting Rights.

(1)  Except as provided for in subsections (2) and (3) below, each Sector shall
have the number of votes as specified below:

e Suppliers Sector 2.5Votes
¢ Non-Investor Owned Utility Wholesale Sector 2.0 Votes
e Load Serving Entity Sector
- Municipal 0.5Votes
- Cooperative 0.5Votes
e Generating Load Serving Entity Sector 3.0Votes
e Investor Owned Utility Sector 3.5Votes
e Genera Sector 1.0Vote
Total 13.0 Votes

(2) Each Director, as defined in Section 3.2(a) and 3.2 (b), shall have an equal
proportional vote of that Sector's total voting strength. This provision shall



apply separately to the municipal and cooperative Directors of the Load
Serving Entity Sector.

(3) If the mgjority of the Voting Members of a Sector are Services Members,
Directors elected by that sector shall be deemed “Services Member
Directors.” Only Services Member Directors shall be eligible to vote on
guestions governing Member Services or Member Services Activities.
Deliberations on such matters may be limited to Services Member
Directors, Voting Members that are Services Members, and Affiliate and
Adjunct Members that have paid the fees specified in Section 6.2(b)(ii) or
(iii), upon the vote of the Services Member Directors.

(4)  The CEO of FRCC shall not have avote.

()] Limitations. Each person or aternate serving on the Board shal be a
representative of a Voting Member. Unless otherwise provided in these Bylaws, if a
representative of a Voting Member is elected to serve on the Board, such person shall only be
eligible to serve in such capacity so long as such person remains the representative of said
Voting Member. A Voting Member shall not have more than one (1) officer, employee or agent
serving as aDirector.

Section 3.3 Mestings. Regular meetings of the Board shall be held at such times and
places, within or outside the State of Florida, as may be determined by the Board. Special
meetings of the Board may be called by the Chair. Special meetings shall be called upon request
of six (6) or more Directors. Regular or Special Meetings may be held by telephone
conferencing, video conferencing or by other means enabling all participants in the meeting to
communicate with each other. Except as specified in Section 3.2(e)(3), the meetings of the
Board shall be open to all Members, and such other invitees as the Board may deem appropriate.
The Board may meet in closed session to discuss matters of a confidential nature, including but
not limited to personnel matters, litigation, or commercialy sensitive information of any person
or entity.

Section 3.4  Notice of Meetings. Notice of any regular or specia meeting of the
Board shall be sent by mail or electronic means to each Director, and to each Member, at such
Director's and Member's usual place of business at least (ten) 10 business days, in the case of a
regular meeting, or (five) 5 business days, in the case of a special meeting, before the date of the
meeting. Such notice shall also be sent to the observers of the Board specified in Section 8.1.
The notice shall set forth a proposed agenda for the meeting. Subject to the requirements of
Section 3.2(e)(3), no agenda item may be added to the agenda at any meeting of the Board which
requires action by the Board unless all Directors are present and all agree to allow such an item
to be put to avote. Meetings may be held at any time without notice if all of the Directors of the
Board are present, or if those not present waive notice in writing either before or after the
meeting.

Section 3.5 Quorum. The presence at a meeting of the Directors whose votes equal
sixty percent (60%) or more of the total voting strength of the Board, or in the case of matters
governed by Section 3.2(e)(3), votes equal to sixty percent (60%) or more of the total voting



strength of the Directors eligible to vote, shall constitute a quorum for any action of the Board,
provided, however, that in each case at least one Director from at least four (4) Sectors are
present. If at any meeting a quorum shall fail to attend, a majority of those Directors present at
the meeting may adjourn that meeting without further notice until a quorum shall attend. Once a
guorum is present, any business may be transacted which might have been transacted at the
meeting as originally called.

Section 3.6 Voting. Action by the Board shall require approval of sixty percent
(60%) or more of the total eligible voting strength of the Board.

Section 3.7 Remote Attendance. Directors shall be deemed present and voting at a
meeting of the Board if participating in the meeting by means of a conference telephone, video
conferencing, or other means enabling all persons participating in the meeting to communicate
with each other.

Section 3.8  Action without Meeting. Any action that may be taken at a meeting of
the Board may be taken without a meeting if consent in writing, setting forth the action so to be
taken, shall be signed before the action by al Directors eligible to participate in such action.

Section 3.9 Vacancies and Removal. A Director may be removed with cause at any
time by an affirmative vote of 60% of the Voting Members of the Sector that elected that
Director. In addition, the Board may remove a Director for cause, upon at least seventy-five
percent (75%) affirmative votes of the remaining total voting strength of the Board. Theright to
elect Directors may not be assigned, sold, pledged or transferred in any manner. A vacancy may
be filled only by the Voting Members of the Sector in which the vacancy occurs. Any Director
so chosen shall hold office until his or her successor is duly elected and qualified or until his or
her earlier resignation, ineligibility or removal.

Section 3.10 Officers. At the Board of Directors meeting following the Annual
Meeting of the Voting Members, the Board shall elect a Chair, Vice Chair, and Secretary-
Treasurer, who shall be the officers of the FRCC. No two officers of FRCC shall be officers,
employees or agents of Voting Members of the same Sector or its Affiliates. The CEO of FRCC
may not be elected to act as Chair, Vice-Chair or Secretary/Treasurer.

@ Term of Office. Each officer of the Board of Directors shall hold office for two
(2) fiscal years, and until his or her successor is duly elected and qualified.

(b) Removal of Officers. Any officer of the Board of Directors may be removed
with or without cause at any time by the affirmative vote of seventy percent (70%) of the total
voting strength of the Board.

(© Compensation. There shall be no compensation paid to any officer of the Board
of Directors of FRCC, provided that an officer serving on the staff of FRCC may be
compensated for their services on the staff of FRCC.
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Section 3.11 Responsibilities of Board of Director Officers

@ Chair. The Chair shall serve asthe Chair of the Board. The Chair shall preside at
all meetings of the Members and Board, provided that, if the Chair is not eligible to vote in a
meeting governed by Section 3.2(€)(3), the Directors that are eligible shall select one of the
number to preside at such meeting. The Chair shall be responsible for the preparation of the
agenda for al meetings of the Members and Board. The Chair shall be a member of and preside
over a Personnel and Compensation Committee, which shall have responsibilities for such
matters relating to staff.

(b) Vice Chair. The Vice Chair shdl, in the absence or disability of the Chair,
perform the duties and exercise the powers of the Chair, subject to the provisions of Section
3.11(a), and shall perform such other duties and have such other powers as the Board may from
time to time prescribe. The Vice Chair shall be a member of a Personnel and Compensation
Committee, which shall have responsibilities for such matters relating to staff.

(©) Secretary-Treasurer. The Secretary-Treasurer shall be responsible to assure that
the FRCC staff has adequate procedures to distribute the agenda of the meetings of the Voting
Members and the Board, keep the minutes of the proceedings of said meetings, and maintain the
financia books and records of the FRCC, including disbursement of the funds of the FRCC in
accordance with the authorized annual budget. The Secretary-Treasurer shall be a member of the
Personnel and Compensation Committee, which shall have responsibilities for such matters
relating to staff.

Section 3.12 Vacancy. Any vacancy in a Board of Director Officer occurring for any
reason shall befilled as specified in Section 3.9.

ARTICLE IV

Chief Executive Officer

Section 4.1 CEO. The Board shal hire the CEO who, under the Board's direction,
shall carry on the general affairs of the FRCC. The CEO shall be amember of the staff of FRCC
and shall be a non-voting Director. It shall be the CEO's duty to approve the expenditure of the
monies appropriated by the Board in accordance with the Budget approved by the Board. The
CEO shall make an annual report and periodic reports to the Board concerning the activities of
FRCC. The CEO shall serve as President of FRCC. The CEO shall comply with all directives of
the Board. All agents and employees shall report, and be responsible, to the CEO. The CEO
shall perform such other duties as may be determined from time to time by the Board.

ARTICLEV

Standing Committees

Section 5.1 Standing Committees. There shall be a Planning Committee, an
Operating Committee, a Compliance Committee, and such other committees, subcommittees,
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and task forces as the Board may appoint, when deemed necessary to carry out the purposes of
the FRCC.

Section 5.2 Planning Committee. Each Voting Member may appoint one (1)
representative, empowered to vote on behalf of the Voting Member, to serve on the Planning
Committee. A representative may, if unable to attend a meeting, designate, in writing, an
alternate to act on behaf of the representative. Affiliate Members and Adjunct Members may
appoint a non-voting representative to serve on the Planning Committee. Quorum and Voting
Rights shall be as defined in Sections 5.7 and 5.8. The Planning Committee shall report directly
to the Board and is charged with the responsibility of promoting the reliability of the bulk power
system in the FRCC Region, and assessing and encouraging generation and transmission
adequacy. The Planning Committee may establish subcommittees and task forces as deemed
necessary by its membership.

Section 5.3 Operating Committee. Each Voting Member may appoint one (1)
representative, empowered to vote on behalf of the Voting Member, to serve on the Operating
Committee. A representative may, if unable to attend a meeting, designate, in writing, an
alternate to act on behalf of the representative. Affiliate Members and Adjunct Members may
appoint a non-voting representative to serve on the Operating Committee. Quorum and Voting
Rights shall be as defined in Sections 5.7 and 5.8. The Operating Committee shall report directly
to the Board and is charged with responsibility for the coordination, operations planning,
operation and maintenance of the bulk power system in the FRCC Region. The Operating
Committee may establish subcommittees and task forces as deemed necessary by its
membership.

Section 54 Compliance Committee. The FRCC Regiona Entity compliance
staff is responsible for the effective and efficient implementation of the NERC
Compliance Monitoring and Enforcement Program to meet the guidance of NERC and
FERC. The Compliance Committee is charged with the responsibility of promoting
reliability of the bulk power system within the FRCC region through compliance related
activities. Each Voting Member may appoint one (1) representative, empowered to vote on
behalf of the Voting Member, to serve on the Compliance Committee. A representative may, if
unable to attend a meeting, designate, in writing, an aternate to act on behalf of the
representative. Quorum and Voting Rights shall be as defined in Sections 5.7 and 5.8. The
Compliance Committee shall report directly to the Board and is separate and distinct from the
Board Compliance Committee which is primarily a “hearing body” and has a different voting
structure as outlined in Exhibit D of the Delegation Agreement between the North American
Electric Reliability Corporation and FRCC. The Compliance Committee may establish
subcommittees and task forces as deemed necessary by its membership.

Section 5.5 Rules of Procedure. Each Standing Committee shall set its rules of
procedure, provided that quorum, voting rights and voting shall be as specified in Sections 5.7
and 5.8. Such Rules of Procedure shall be as approved by the Board. All action by any Standing
Committee shall be reported as prescribed herein and shall be subject to revision, alteration and
approval by the Board.
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Section 5.6 Quorum. Representation at any meeting of a Standing Committee of
sixty percent (60%) or more of the total voting strength of the Standing Committee shall
constitute a quorum for the transaction of business at such meeting; provided, however, that
action on matters dealing with the scope or funding of Member Services shall require sixty
percent (60%) or more of the total voting strength of members of the Standing Committee
representing Voting Members that are Services Members; and provided further that a quorum
shall require that at least three (3) Sectors are represented, al three of which shall be Sectors a
majority of the members of which are Services Members in the case of a quorum for action on
matters governing Member Services.

Section 5.7 Voting. Voting is by Sector. Each voting representative present at a
meeting is assigned a vote equal to the voting strength of his or her Sector, as provided in this
section, divided by the number of voting representatives present in that Sector, except that no
voting representative present at a meeting shall have more than one (1) vote, except an Investor
Owned Utility Sector voting representative who may have up to 1.167 votes. Action by a
Standing Committee shall require an affirmative vote equal to or greater than sixty percent (60%)
of thetotal eligible voting strength of the Standing Committee.

Sector Votes

(1) Suppliers Sector 2.5 Votes
(2) Non-Investor Owned Utility Wholesale Sector 2.0 Votes
(3) Load Serving Entity Sector

Municipal 0.5Vote
Cooperative 0.5Vote
(4) Generating Load Serving Entity Sector 3.0Votes
(5) Investor Owned Utility Sector 3.5Votes
(6) General Sector 1.0 Vote
Total 13.0 Votes

Only representatives of Voting Members that are Services Members shall be eligibleto
vote on questions governing Member Services.
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Section 5.8 Meetings. Regular meetings of the Standing Committees shall be held at
such times and places, within or outside the State of Florida, as may be determined by the
Standing Committees. Specia meetings of the Standing Committees may be called by the Chair
or upon the request of representatives from three (3) different Sectors. Regular or Specia
Meetings may be held by telephone conferencing, video conferencing, or by other means
enabling all participants in the meeting to communicate with each other. The meetings of the
Standing Committees shall be open to all Members, and such other invitees as the Board may
deem appropriate.

ARTICLE VI

General Provisions

Section 6.1 Budget. The Board shall annualy adopt a budget for the FRCC for
administrative expenses of the FRCC, including saaries, and for the costs associated with the
various committees, subcommittees, professional services, projects and studies. The Board shall
approve the scope and funding of Member Services, in accordance with the provisions of these
Bylaws. The funding for Member Services special projects approved by the Board may be based
on a specia funding, with an equitable allocation of the costs for the special project as approved
by the Board. The budget may be amended from time to time during the fiscal year as
determined by the Board, subject to the filing and approval requirements applicable to FRCC as
aRegional Entity under the Delegation Agreement.

Section 6.2  Funding.

@ The funding of FRCC’ s Regional Entity Activities shall be in accordance with the
provisions of Exhibit E and the section numbered eight (8) of the Delegation Agreement.

(b) The Member Services of FRCC shall be funded through an allocation of their
costs to all Members that are Services Members in accordance with the provisions of subsections
6.2(b)(i) - (iii) below. The funding of all Member Services shall be kept separate from the
funding of Regional Entity Activities as specified in the Business Plan and Budget.

(i)  Services Members. The allocation for Voting Members that are Services
Members shall be based on the following calculation; provided, however, that in no event shall
the allocation be less than $20,000 per annum.

Services Member Allocation = 0.25 (I/N) + 0.25 (B/C) + 0.25 (D/E) + 0.25 (F/G)

N Total number of voting Services Members

B Voting Services Member's previous-year Full Requirements Energy for
Load (FREL) within the FRCC

C Total of factor B for all voting Services Members

D Voting Services Member's Net Summer Generating Capacity within the
FRCC Region as of December 31 of the previous year, as defined in the
FRCC Load and Resource Plan
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E Total of factor D for all voting Services Members

F Sum of Circuit Miles of Transmission Facilities (69kV and above) of
voting Services Members within the FRCC Region times the respective
operating voltage as of December 31 of the previous year

G Total of factor F for all voting Services Members

Full Requirements Energy for Load (FREL) The net electrical energy
requirements of the Services Member's electric system, and the net electric
energy requirements of all full requirements customers of the Services
Member, except if a full requirements customer of a Services Member
joins FRCC. In such case, the electrical energy requirements of such full
requirements customer will only be counted for the funding calculation for
that Services Member who is the full requirements customer, and not for
the Services Member who is the supplier of the full requirements. There
should be no double counting of FREL between Services Members.
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Net Summer Generating Capacity The maximum summer rated capacity,
modified for ambient limitations, that a generating unit can sustain over a
specified period, less the capacity used to supply the demand of station
service or auxiliary needs. For jointly owned units, the Net Capacity will
be allocated based on the ownership share of each Services Member who is
a joint owner, unless otherwise mutually agreed by the joint owner
Services Members.

Circuit Miles of Transmission Facilities The distance (following the path of
transmission facility) in miles between substations or switching stations
times the number of circuits at the same voltage level. For jointly owned
transmission facilities, the Circuit Miles of Transmission Facilities will be
allocated based on the ownership share of each Services Member who is a
joint owner, unless otherwise mutually agreed by the joint owner Services
Members.

(i)  Affiliate Members. The fee for an Affiliate Member that wishes to
participate in Member Services activities shall be $5,000 per annum. The fee for an Affiliate
Member, only participating in Regional Entity Activities, shall be waived.

(@iii)  Adjunct Members. The fees for an Adjunct Member that wishes to
participate in Member Services activities shall be $5,000 per annum. The fee for an Adjunct
Member, only participating in Regional Entity Activities, shall be waived.

16



Section 6.3 Fees. The Member Services membership fee shall be due and payable
concurrent with the submission of the written application for membership. The initia
membership fee will be prorated on an annual basis depending upon the quarter in which a
Member joins. Thereafter, membership fees shall be due and payable on or before January 1st of
each year or in installments as determined by the Board. The FRCC shall notify, in writing, any
Member who is delinquent in the payment of any applicable membership fee. The notice shall
provide a time certain, not to exceed thirty days (30) days from the date of the written notice,
during which any such delinquency may be cured. Failure to cure a delinquency within the
stated time will result in the loss of all membership rights and designations. In the event of an
uncured lapse in the payment of a fee, membership in the FRCC shall be terminated.

Section 6.4  Staff. The FRCC shall employ a staff, including the CEO, to carry out the
objectives of the organization. The CEO shall be a non-voting Director of the Board. The duties
of the CEO are as defined in Article 1V, Section 4.1.

Section 6.5 Expenses. The persona expenses of each Member and Director
participating in the activities of the FRCC and its committees and subcommittees shall be borne
by the Member on whose behalf such person is acting, unless determined otherwise by the
Board.

Section 6.6  Minimum Sector Membership. If the number of Voting Members of a
Sector is not greater than one (1), such Sector shall not be entitled to a vote at the Voting
Members meetings, Board of Directors meetings, or the Standing Committee meetings.

Section 6.7  Indemnification. The FRCC shall indemnify and hold harmless, to the
maximum extent permitted by law, any Member, Director, Member representative, agent, officer
or employee of the FRCC and the heirs, estates, successors or assigns of any of them, from any
and all claims or liabilities, including costs or attorneys fees for defending against assertion of
any such claim or liability, arising from any act or failure to act of such person for, on behalf of,
or at the direction of the FRCC, unless such act or failure to act constituted a willful violation of
state, federal or local law, willful misconduct, or gross negligence. With the approval of the
Board, the FRCC may reimburse costs, attorneys fees, and other expenses for defending against
assertions of any such claims or liabilities prior to the final disposition of any such proceeding.
The foregoing rights to be indemnified, held harmless, or reimbursed shall not operate in
derogation or prohibition of any other rights which the person indemnified, held harmless or
reimbursed may have. The FRCC, by vote of the Board, shall purchase insurance against all or
any part of the liabilities which may be incurred by the FRCC and may cause the FRCC to
indemnify and hold harmless as and to the extent it may deem appropriate such other person or
persons as it may deem appropriate.

Section 6.8 Fiscal Year. The fiscal year of the FRCC shall be the twelve (12) month
period of January 1% through December 31% .

Section 6.9 Depositories. All funds of the FRCC shall be deposited in the name of
the FRCC in such bank, banks or other financia institutions as the CEO shall from time to time
designate and shall be drawn out on checks, drafts or other orders signed on behalf of the FRCC
by such person or persons as the Board shall from time to time designate.
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ARTICLE VII

Amendments

Section 7.1 Amendments. Subject to the provision that no amendment to these
Bylaws may limit the rights of a Member to resign from Membership, subject to the provisions
of Section 1.2, and subject to the requirements for approval by NERC and the Federal Energy
Regulatory Commission applicable to the FRCC as a Regional Entity, these Bylaws may be
amended, altered, or repealed through the following procedure:

@ Any Voting Member or Director may suggest amendments to these Bylaws. Such
suggestions must include a proposed amendment, and any necessary supporting documents.
They should be sent to the CEO of FRCC for placement on the agenda for a Board meeting in
the time and manner prescribed by the Board.

(b) If the proposal is approved by the Board of Directors, the Board shall place the
proposal on the agenda of either the next Annual Meeting of the Voting Members, or pursuant to
Board discretion, at a Special Meeting of the Voting Members called for that purpose.

(c) Voting Members shall vote to enact the Board-approved amendment in
accordance with Sections 2.5 and 2.6, and subject to the provisions of Section 1.2 of the Bylaws.

Section 7.2  Review of Governance. The Board shall appoint a task force to review
these Bylaws, and to submit recommendations to the Board on necessary amendments, at the
discretion of the Board or if any of the following events occurs. Such task force shall include
representation from each Sector.

€)) The number of Voting Membersin a Sector is not greater than one (1).

(b) A Regiona Transmission Organization of any type is approved by the Federal
Energy Regulatory Commission to operate in the FRCC Region.

(© Any federal or state legidation or regulatory action that significantly alters the
functions of the FRCC.

(d) Any new entity that has or is expected to have financia transactions in the
wholesale electric market in the FRCC Region wishes to join the FRCC, and does not otherwise
meet the membership requirements as then defined in these Bylaws.
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ARTICLE VIII

Observers of the Board

Section 8.1 Observers of the Board. The Chairman of the Florida Public Service
Commission, or designee, shall be invited to attend meetings of the Board. The Board shall
invite other observers as the Board deems appropriate.

ARTICLE IX

Section 9.1 Board Compliance Committee. FRCC shall establish and maintain a
hearing body with authority to conduct and render decisions in compliance hearings in which a
Registered Entity may contest a finding of alleged violation, proposed penalty or sanction, or a
proposed mitigation plan, which shall be the FRCC Board Compliance Committee (BCC), a
balanced compliance panel reporting directly to the FRCC’ s Board of Directors.

The BCC will consist of one (1) Voting Member from each of the six (6) sectorsin the FRCC,
who shall be amember of the Board of Directors. Each year, two (2) members from each Sector
of the FRCC Board of Directorswill volunteer to servein aBCC pool. At the time a hearing
request is received, the Chair of the FRCC Board of Directors will appoint one member from
each Sector to form the BCC for that hearing. The Board Member from the Registered Entity
that has requested the hearing will not be selected for that BCC. In the event one (1) Sector of
the FRCC declines to participate on the BCC, the Chair of the Board of Directors shall randomly
select one (1) additional BCC member from the remaining five (5) Sectorsto constitute the BCC.
The Chair of the FRCC Board of Directors will appoint a Chair and Vice-Chair of the BCC.
Terms of BCC members will be equivalent to the time it takes to complete the hearing for which
they were selected. Members may be re-appointed to subsequent terms without any limits to the
number of terms they serve.

FRCC Industry Sectors are as follows:

One (1) Member from the Investor Owned Utility Sector

e One (1) Member from the Suppliers Sector

e One (1) Member from the Non-Investor Owned Utility Wholesale Sector
e One(1) Member from the Load Serving Entity Sector

e One (1) Member from the Generating Load Serving Entity Sector

One (1) Member from the General Sector

Each member of the BCC shall be afull voting member. There will be no alternates or proxies
for the BCC members. Decisions of the BCC shall require (i) a quorum to be present requiring
at least fifty (50) percent of the number of members assigned to the BCC provided, however, that
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in each case at least four (4) eligible Sectors are represented and (ii) a mgjority vote of the
members of the BCC voting on the decision.

ARTICLE X

Audit

Section 10.1 Audit. The Board shall engage a certified public accounting firm to audit
the books and accounts of the FRCC for each fiscal year.

ARTICLE XI

M iscellaneous Provisions

Section 11.1 Headings. The headings used in these Bylaws are for convenience and
may not be considered in construing these Bylaws.

Section 11.2 Number and Gender. All singular words include the plural, and all
plural words include the singular. All pronouns of one gender include reference to the other
gender.

Section 11.3 Parties Bound. These Bylaws will bind and inure to the benefit of any
Members, Director, Member representative, agent, officer, or employee of the FRCC and their
respective administrators, legal representatives, successors, and assigns except as these Bylaws
otherwise provide.

Section 11.4 Minority Positions. Any Voting Member or Standing Committee
Representative who has a minority opinion on any significant issue may present the minority
opinion to the Board in a manner as prescribed by the Board.

Amended: February 6, 2009
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APPENDIX A

Voting Member Agreement - Division

, hereby agrees to comply with and be bound by, and

to
(Voting Member)
promote and support, the Florida Reliability Coordinating Council Articles of Incorporation and

Bylaws, and al acts, decisions or obligations of the Florida Reliability Coordinating Council

applicable to Voting Member taken or entered into in accordance with the foregoing documents.

(Name)

DATE:

WITNESS:

21



APPENDIX A

Affiliate Member Agreement — Division

, hereby agrees to comply with and be bound by, and

to
(Affiliate Member)
promote and support, the Florida Reliability Coordinating Council Articles of Incorporation and

Bylaws, and al acts, decisions or obligations of the Florida Reliability Coordinating Council
applicable to Affiliate Member taken or entered into in accordance with the foregoing
documents.

(Name)

DATE:

WITNESS:

22



APPENDIX A

Adjunct Member Agreement — Division

, hereby agrees to comply with and be bound by, and

to
(Adjunct Member)
promote and support, the Florida Reliability Coordinating Council Articles of Incorporation and

Bylaws, and al acts, decisions or obligations of the Florida Reliability Coordinating Council
applicable to Adjunct Member taken or entered into in accordance with the foregoing documents.

(Name)

DATE:

WITNESS:
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January, 1998

Amended December 19, 2001
Amended March 2, 2006
Amended September 25, 2007
Amended June 27, 2008
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Amended May 5, 2010
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Exhibit C — Regional Standard Development Procedure

Exhibit C shall set forth the Regional Entity’s standar ds development procedure, which
NERC agrees meetsthe 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 [add reference to any applicable authoritiesin Canada and Mexico]. No
regional reliability standard shall be effective within the [Regional Entity Name] area unless
filed by NERC with FERC [and applicable authorities in Canada and Mexico] and approved by
FERC [and applicable authorities in Canada and Mexico].

COMMON ATTRIBUTE 2

[Regional Entity Name] 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 [Regional Entity Name] 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
aphysical 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 generaly be
acceptable.

COMMON ATTRIBUTE 3

[Regional Entity Name] regional reliability standards, when approved by FERC [add 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
[Regional Entity Name] 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 [Regional Entity Name], or group
within [Regional Entity Name] shall be allowed to request that a regional reliability standard be
developed, modified, or withdrawn. Additionaly, 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 [Regional Entity Name] area shall be allowed to request aregiona
reliability standard be developed, modified, or withdrawn.
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COMMON ATTRIBUTE 5

[Standardsor other named] committee— The [Regional Entity Name] [standards]
committee manages the standards development process. The [standards] committee will
consider which requests for new or revised standards shall be assigned for development (or
existing standards considered for deletion). The [standards] committee will advise the
[Regional Entity Name] board on standards presented for adoption.

COMMON ATTRIBUTE 6

[Alternative 6A: For a Regional Entity that chooses to vote using a balanced stakehol der
committee.]

The [standards] committee is a balanced stakeholder committee, inclusive of al stakeholder
interests that provide for or are materially impacted by the reliability of the bulk power system.
[ The [standards] committee votes to approve standards.] See Appendix A for the representation
model of the [standards] committee.

[Alternative 6B: For a Regional Entity that chooses to vote using a balanced ballot body of
stakeholders.]

[Registered ballot body — The registered ballot body comprises all entities or individuals that
qualify for one of the stakeholder segments; are registered with [Regional Entity Name] 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 a ballot
pool.] The representation model of the registered ballot body is provided in Appendix A.]

COMMON ATTRIBUTE 7

[Regional Entity Name] will coordinate with NERC such that the acknowledgement of receipt
of astandard 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 [Regional
Entity Name] 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.
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COMMON ATTRIBUTE 9

Within [no greater than 60] days of receipt of a completed standard request, the [standards]
committee shall determine the disposition of the standard request.

COMMON ATTRIBUTE 10

\ The [standards] committee may take one of the following actions:

e Accept the standard request as a candidate for development of anew standard, revision
of an existing standard, or deletion of an existing standard. The [standards] committee
may, at its discretion, expand or narrow the scope of the standard request under
consideration. The [standards] committee shall prioritize the devel opment of standard in
relation to other proposed standards, as may be required based on the volume of requests
and resources.

e Rgect the standard request. If the [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 [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
[standards] committee.

COMMON ATTRIBUTE 11

Any standard request that is accepted by the [standards|] committee for development of a
standard (or modification or deletion of an existing standard) shall be posted for public viewing
on the [Regional Entity Name] 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
[standards] committee. The [standards] committee shall approve the drafting team membership
within 60 days of accepting a standard request for devel opment, modifying the
recommendations of the standards process manager as the committee deems appropriate, and
assign development of the proposed standard to the drafting team.
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COMMON ATTRIBUTE 13

At the direction from the [standards] committee, the standards process manager shall facilitate
the posting of the draft standard on the [Regional Entity Name] 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 [Regional Entity Name] stakeholders and
other potentially interested entities, both within and outside of the [Regional Entity Name] 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 [Regional Entity Name] website no later than the next posting of the proposed
standard.

COMMON ATTRIBUTE 15

Upon recommendation of the drafting team, and if the [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 vote isissued.

COMMON ATTRIBUTE 16

The standards process manager shall schedule avote by the [Regional Entity Name] [registered
ballot body/[standards] committee]. 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

[Alternative 17A: For an RE that chooses to vote using a balanced stakeholder committee.]

The [standards] committee shall give 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 for submittal to the [Regional Entity Name] board. The [standards]
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committee may vote to approve or not approve the standard. Alternatively, the [standards]
committee may remand the standard to the drafting team for further work or form a new
drafting team for that purpose.

[Alternative 17B: For an RE that chooses to vote using a balanced ballot body of stakeholders.]

The [Regional Entity Name] registered ballot body shall be able to vote on the proposed
standard during a period of [not less than 10] days.

COMMON ATTRIBUTE 18

[Alternative 18A: For an RE that chooses to vote using a balanced stakeholder committee.]

The [standards] committee may not itself modify the standard without issuing a new notice to
stakeholders regarding a vote of the modified standard.

[Alternative 18B: For an RE that chooses to vote using a balanced ballot body of
stakeholders.]

All members of [Regional Entity Name] 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

[Alternative 19A: For an RE that chooses to vote using a balanced stakeholder committee.]

\ Actions by the committee shall be recorded in the regular minutes of the committee.

[Alternative 19B: For an RE that chooses to vote using a balanced ballot body of
stakeholders.]

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 gquorum 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.
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COMMON ATTRIBUTE 21

Once aregional reliability standard is approved by the board, the standard will be submitted to
NERC for approval and filing with FERC [and applicable authorities in Canada and Mexico.]

COMMON ATTRIBUTE 22

Open - Participation in the development of aregional reliability standard shall be open
to all organizations that are directly and materially affected by the [Regional Entity
Name] bulk power system reliability. There shall be no undue financial barriersto
participation. Participation shall not be conditioned upon membership in [Regional
Entity Name], 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 [Regional Entity Name] members and others.

COMMON ATTRIBUTE 23

Balanced - The [Regional Entity Name] 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
[Regional Entity Name] area shall have aright to participate by: a) expressing a position
and its basis, b) having that position considered, and ¢) having the right to appeal.

COMMON ATTRIBUTE 25

Fair due process— 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 aballot of interested stakeholders.
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COMMON ATTRIBUTE 26

e Transparent — All actions material to the development of regional reliability standards
shall be transparent. All standards devel opment meetings shall be open and publicly
noticed on the regional entity’s Web site.

COMMON ATTRIBUTE 27

e Does not unnecessarily delay development of the proposed reliability standard.

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.

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 e ectricity 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 elements identified in this section of the procedure. These elements are intended
to apply a systematic discipline in the development and revision of standards. Thisdisciplineis
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.

Amended and Restated FRCC Regional Delegation Agreement Page 7 of 9




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 [Regiona Entity Name]
area, then a clear identification of the portion of the
bulk power system to which the standard applies.
Any limitation on the applicability of the standard
based on electric facility requirements should be
described.

COMMON ATTRIBUTE 33

M easur &(s)

Each requirement shall be addressed by one or more
measures. Measures are used to assess performance
and outcomes for the purpose of determining
compliance with the requirements stated above. Each
measure will identify to whom the measure applies
and the expected level of performance or outcomes
required demonstrating compliance. Each measure
shall be tangible, practical, and as objective asis
practical. Itisimportant to realize that measures are
proxies to assess required performance or outcomes.
Achieving the measure should be a necessary and
sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s)
towhich it applies.

COMMON ATTRIBUTE 34

Compliance
Monitoring
Process

Defines for each measure:

¢ The specific data or information that is required to
measure performance or outcomes.

e The entity that is responsible for providing the data
or information for measuring performance or
outcomes.

e The process that will be used to evaluate data or
information for the purpose of assessing
performance or outcomes.

e The entity that is responsible for evaluating data or
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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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I. Introduction and Background

Purpose

This manual establishes the process for development, revision, withdrawal and approval of
FRCC Regional Reliability Standards for the FRCC Region. FRCC Regional Reliability
Standards apply to the reliability planning and reliable operation of the Bulk Power System in
the FRCC Region. Proposed FRCC Regional Reliability Standards shall be subject to approval
by the North American Electric Reliability Corporation (NERC), as the electric reliability
organization, and by the Federal Energy Regulatory Commission (FERC) before becoming
mandatory and enforceable under Section 215 of the Federal Power Act. FRCC Regional
Reliability Standards, when approved by FERC, 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 FRCC Region, regardless of membership in the region.

The FRCC Regional Reliability Standards Development Process is based on providing an open
and fair process that ensures all interested and affected parties have an opportunity to participate
in the development of FRCC Regional Reliability Standards. Any entity (person, organization,
company, government agency, individual, etc.) with a direct and material interest in the
reliability of the FRCC Bulk Power System has a right to participate by: a) expressing a position
and its basis, b) having that position considered, c) voting on and d) having the right to appeal.

FRCC Regional Reliability Standard Principles

FRCC Regional Reliability Standards go beyond, add detail to, or implement NERC Reliability
Standards, or cover matters not addressed in NERC Reliability Standards. FRCC Regional
Reliability Standards shall not be inconsistent with or less stringent than NERC Reliability
Standards.

FRCC Regional Reliability Standards are based on NERC's Reliability Principles and Market
Interface Principles. Each FRCC Regional Reliability Standard shall enable or support one or
more of NERC's Reliability Principles and must accommodate competitive electricity markets by
being consistent with NERC's Market Interface Principles.

The FRCC Regional Reliability Standard Development Process defines the fair and open process
for development, revision, withdrawal and approval of FRCC Regional Reliability Standards for
the FRCC Region and has the following characteristics:

e Due Process — Any interested party, or any entity that is directly and materially affected
by the reliability of the FRCC Bulk Power System has a right to participate in this
process as indicated in this manual.

e Openness — Participation is open to any interested party or any entity that is directly and
materially affected by the reliability of the FRCC Bulk Power System. Participation shall
not be conditional upon membership in the FRCC. All FRCC Regional Reliability
Standard development meetings will be open and noticed on the FRCC website.



e Balance — The FRCC Regional Reliability Standard Development Process shall have a
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.



I1. FRCC Regional Reliability Standard Definition, Characteristics, and
Elements

Definition

A FRCC Regional Reliability Standard defines certain obligations or requirements of all owners,
operators and users of the FRCC Bulk Power System regardless of membership in the FRCC.
The obligations or requirements must be material to reliability and measurable. Each obligation
and requirement shall support one or more of the NERC reliability principles and shall be
consistent with all of the NERC reliability and market interface principles.

FRCC Regional Reliability Standards go beyond, add detail to, or implement NERC reliability
standards, or cover matters not addressed in NERC reliability standards. FRCC Regional
Reliability Standards shall not be inconsistent with or less stringent than NERC reliability
standards.

Characteristics

A FRCC Regional Reliability Standard shall have the following characteristics:

e Material to Reliability - A FRCC Regional Reliability Standard shall be material to
the reliability of the FRCC Bulk Power System. If the reliability of the FRCC Bulk
Power System could be compromised without a particular standard or by a failure to
comply with that standard, then the standard is material to reliability.

e Measurable - A FRCC Regional Reliability Standard shall establish technical or
performance requirements that can be practically measured.

e Relative to NERC Reliability Standards - A FRCC Regional Reliability Standard
must go beyond, add detail to, or implement NERC reliability standards, or cover
matters not addressed in NERC reliability standards.

Although FRCC Regional Reliability Standards have a common format and process, several
types of Reliability Standards may exist, each with a different approach to measurement:

e Technical standards related to the provision, maintenance, operation, or state of Bulk
Power System will likely contain measures of physical parameters and will often be
technical in nature.

e Performance standards related to the actions of entities providing for or impacting the
reliability of the FRCC Bulk Power System will likely contain measures of the results
of such actions, or the nature of the performance of such actions.

e Preparedness standards related to the actions of entities to be prepared for conditions
that are unlikely to occur but are critical to reliability will likely contain measures of
such preparations or the state of preparedness.



Elements

A FRCC Regional Reliability Standard shall consist of the elements identified in this section of
this manual. These elements are intended to apply a systematic discipline in the development and

revision of Reliability Standards. The format allows a clear statement of the purpose,
requirements, measures, and compliance elements associated with each Reliability Standard.

Supporting documents to aid in the implementation of a Reliability Standard may be referenced

by the Reliability Standard but are not part of the Reliability Standard itself.

Performance Elements of a FRCC Regional Reliability Standard

Identification

A unique identification number assigned in accordance with an

Number administrative classification system to facilitate tracking and
reference.

Title A brief, descriptive phrase identifying the topic of the Reliability
Standard.

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 FRCC, 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.

Effective Date
and Status

The effective date of the Reliability Standard or, the proposed
effective date.

Purpose

The purpose of the Reliability Standard. The purpose shall explicitly
state what outcome will be achieved or is expected by this Reliability
Standard.

Requirement(s)

Explicitly stated technical, performance, and preparedness
requirements. Each requirement identifies what entity is responsible
and what action is to be performed or what outcome is to be achieved.
Each statement in the requirements section shall be a statement for
which compliance is mandatory. Any additional comments or
statements for which compliance is not mandatory, such as
background or explanatory information should be placed in a separate
document and referenced.

Risk Factor(s)

The potential reliability significance of each requirement, designated
as a High, Medium or Lower Risk Factor in accordance with the
criteria listed below:

A Lower Risk Factor requirement is administrative in nature and (a) is
a requirement that, if violated, would not be expected to affect the
electrical state or capability of the FRCC Bulk Power System, or the
ability to effectively monitor and control the FRCC Bulk Power
System; or (b) is a requirement in a planning time frame that, if
violated, would not, under the emergency, abnormal, or restorative
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conditions anticipated by the preparations, be expected to affect the
electrical state or capability of the FRCC Bulk Power System, or the
ability to effectively monitor, control, or restore the FRCC Bulk
Power System.

A Medium Risk Factor requirement (a) is one that, if violated, could
directly affect the electrical state or the capability of the FRCC Bulk
Power System but is unlikely to lead to FRCC Bulk Power System
instability, separation, or cascading failures; or (b) is a requirement in
the planning time frame that , if violated, could under emergency,
abnormal, or restorative conditions anticipated by the preparations,
directly affect the electrical state or capability of the FRCC Bulk
Power System, or the ability to effectively monitor and control the
FRCC Bulk Power System but is unlikely, under emergency,
abnormal, or restoration conditions anticipated by the preparations, to
lead to FRCC Bulk Power System instability, separation, or cascading
failures, nor to hinder restoration to a normal condition.

A High Risk Factor requirement (a) is one that, if violated, could
directly cause or contribute to FRCC Bulk Power System instability,
separation, or a cascading sequence of failures, or could place the
FRCC Bulk Power System at an unacceptable risk of instability,
separation, or cascading failures, or (b) is a requirement in a planning
time frame that, if violated, could under emergency, abnormal, or
restorative conditions anticipated by the preparations, directly cause or
contribute to FRCC Bulk Power System instability, separation, or a
cascading sequence of failures, or could place the FRCC Bulk Power
System at an unacceptable risk of instability, separation, or cascading
failures, or could hinder restoration to a normal condition.

Measure(s)

Each requirement shall be addressed by one or more measures.
Measures that will be used to assess performance and outcomes for
the purpose of determining compliance with the requirements stated
above. Each measure identifies to whom the measure applies and the
expected level of performance or outcomes required to demonstrate
compliance. Each measure shall be tangible, practical, and as
objective as is practical. 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.

Compliance
Monitoring
Process

The compliance elements define:
e The specific data or information that is required to measure
performance or outcomes.

e The entity that is responsible to provide 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.

Violation Defines the degree to which compliance with a requirement was not
Severity Levels | achieved. The violation severity levels, are part of the standard and
are approved with the standard.




I11. Roles in the FRCC Regional Reliability Standard Development Process

Nomination, Modification, or Withdrawal of A Regional Standard

Any member of the FRCC, or group (i.e. committee, subcommittee, working group or task force)
within the FRCC, shall be allowed to request that a FRCC Regional Reliability Standard be
developed, modified, or withdrawn. Additionally, any interested party or any entity that is
directly and materially affected by the reliability of the FRCC Bulk Power System shall be
allowed to request that a FRCC Regional Reliability Standard be developed, modified, or
withdrawn.

Standard Development Process Roles

FRCC Board of Directors — The FRCC Board of Directors shall consider for adoption as FRCC
Regional Reliability Standards, those Standards that have been developed and approved by this
process. Once the Board adopts a FRCC Regional Reliability Standard, such Standard shall be
submitted to NERC for approval. When approved by NERC, it will be submitted to FERC for
approval.

Registered Ballot Body (RBB) — The registered ballot body votes to approve FRCC Regional
Reliability Standards. The RBB comprises all entities or persons that qualify for one of the
FRCC Industry Sectors as defined in Section 1.2 of the FRCC Bylaws, and are registered with
FRCC as potential ballot participants in the voting on standards. FRCC membership is not a
requirement to participate in the development of and voting on FRCC Regional Reliability
Standards. Any entity or person that has a material interest in the reliability of the FRCC Bulk
Power System shall be allowed to register as potential ballot participants in the RBB. (See
Appendix C)

Ballot Pool (BP) — Each standard action has its own BP formed of interested members of the
RBB. The BP comprises those members of the RBB that respond to a pre-ballot survey for that
particular standard that indicates their desire to participate in the ballot of that standard. The BP
will vote to approve each FRCC Regional Reliability Standard.

FRCC Operating Committee (OC) and FRCC Planning Committee (PC) — The FRCC OC
and the FRCC PC (both of which are balanced stakeholder committees, see Appendix C) shall
have the primary responsibility for the development, modification or withdrawal of FRCC
Regional Reliability Standards.

FRCC Standards Process Manager — The FRCC Regional Reliability Standard Development
Process shall be administered by the FRCC Standards Process Manager. The FRCC Standards
Process Manager will ensure the integrity of the process and the consistency of quality and
completeness of the FRCC Regional Reliability Standards. The FRCC Standards Process
Manager will facilitate all steps in this process, and will coordinate with NERC to ensure
required information is posted on both NERC and FRCC websites.

Standard Drafting Team — A team of technical experts, such as FRCC Subcommittees,
Working Groups, Task Forces, or the FRCC Staff, will be appointed by the FRCC OC and/or
PC, that will:



Develop the details of the FRCC Regional Reliability Standard,
Consider and respond to industry comments,

Participate in forums to help build consensus on draft FRCC Regional Reliability
Standards,

Assist in the implementation of approved FRCC Regional Reliability Standards,
Provide technical oversight in response to changing industry conditions,
Assist in the identification of the need for new FRCC Regional Reliability Standards.

FRCC Compliance Staff — The FRCC compliance staff provides input and comments during
the standard development process to ensure the requirements are not ambiguous, that measures
will be effective and that the compliance elements of a standard can be practically implemented.



IV. Steps in Developing a FRCC Regional Reliability Standard

Step 1 — Request a new FRCC Regional Reliability Standard or modification to, or
withdrawal of an existing FRCC Regional Reliability Standard

A request to develop, modify or withdraw a FRCC Regional Reliability Standard shall be
submitted to the FRCC Standards Process Manager (via email to FRCCStandard@frcc.com) by
any member of the FRCC, or group (i.e. committee, subcommittee, working group or task force)
within the FRCC, or any interested party or any entity that is directly and materially affected by
reliability of the FRCC Bulk Power System. The FRCC Standards Process Manager will
acknowledge receipt of the request within fifteen (15) calendar days of its receipt.

Step 2 — Assignment of FRCC Regional Reliability Standard Request

The FRCC Standards Process Manager will assign the request to the FRCC OC, the FRCC PC,
or both as appropriate.

Step 3 — Posting of FRCC Regional Reliability Standard Request

The request for standard development, modification or withdrawal will be posted for notification
and comment on the FRCC public website for a period of fifteen (15) calendar days, and will be
reviewed by the FRCC OC and/or PC. A notice of the posting for comment will be sent to (1)
the Registered Ballot Body, (2) the FRCC standing committees, subcommittees and working
groups, (3) the Florida Public Service Commission, and (4) the SERC Southern Sub-region
Reliability Coordinator to seek input on the proposed request.

Step 4 — Acceptance of a FRCC Regional Reliability Standard Request

The FRCC OC and/or the PC will review the request and any comments submitted to determine
if the request received will be accepted or rejected within sixty (60) days of its submission. The
decision will be posted and, if accepted, the OC and/or the PC will assign and direct a Standard
Drafting Team to develop the draft Regional Reliability Standard. If the request is rejected, the
FRCC Standards Process Manager will send notification to the entity making the request and to
all entities that received the notice in Step 3 above.

Step 5 - Drafting and Posting of a FRCC Regional Reliability Standard

The FRCC OC and/or PC will assign a Standard Drafting Team, within 60 days of acceptance of
the request, to develop, in a timely manner, a draft FRCC Regional Reliability Standard that will
address the accepted request. The FRCC OC and/or PC may provide a timeframe that is desired
for completion of the standard development.

Under the direction of the FRCC OC and/or PC, the Standard Drafting Team, will consider all
comments received on the posting of the standard request and will develop a draft FRCC
Regional Reliability Standard and corresponding implementation plan.

The draft FRCC Regional Reliability Standard, implementation plan and any supporting
documents shall be posted for comments on the FRCC public website for a period of fifteen (15)
calendar days, or such longer period as determined by the drafting team or as directed by the
FRCC OC and/or the PC. Notice of the posting will go outto (1) the Registered Ballot Body,
(2) the FRCC standing committees, subcommittees and working groups, (3) the Florida Public

9



Service Commission, and (4) the SERC Southern Sub-region Reliability Coordinator to seek
comments.

Comments shall be submitted (via email) to the FRCC Standards Process Manager
(FRCCStandard@frcc.com). All comments are due by the close of business on the 15" calendar
day of posting, or such later date as determined by the drafting team or as directed by the FRCC
OC and/or PC. If the comment due date falls on a weekend or nationally recognized holiday, the
comments shall be due by the close of business on the next regularly scheduled business day.

Step 6 — Standards Drafting Team Review of Comments

All comments should be submitted electronically to the FRCC Standards Process Manager who
will forward to the Standard Drafting Team for consideration. All timely comments will be
considered.

Under the direction given by the FRCC OC and/or the PC, the Standard Drafting Team will
review the comments received and revise the draft FRCC Regional Reliability Standard and/or
implementation plan as needed. The Standard Drafting Team will develop written responses to
each comment received.

All responses to the submitted comments will be documented and posted on the FRCC public
website. If needed, a second draft of the FRCC Regional Reliability Standard will be posted for
another comment period. Such comment period shall be fifteen (15) calendar days, or such
longer period as determined by the drafting team or as directed by the FRCC OC and/or PC.

Notice of the posting will go out to (1) the Registered Ballot Body, (2) the FRCC standing
committees, subcommittees and working groups, (3) the Florida Public Service Commission, and
(4) the SERC Southern Sub-region Reliability Coordinator to seek comments.

Based on comments received to the posting, Step 6 will be repeated as necessary until the
Standards Drafting Team believes the draft FRCC Regional Reliability Standard is ready to
submit to the Ballot Pool for approval.

Step 7 —Establishment of Ballot Pool

The Standard Drafting Team shall submit the final draft of the proposed FRCC Regional
Reliability Standard, along with any minority opinions, and all comments and written responses
received during the posting(s), to the FRCC Standards Process Manager. The FRCC Standards
Process Manager shall establish a Ballot Pool for standard action at least fifteen (15) calendar
days prior to the start of a ballot. A pre-ballot survey will be sent to each entity of the RBB to
determine their desire to be placed in the Ballot Pool. Once the ballot period opens, the Ballot
Pool will be closed and changes to the Ballot Pool participation will not be allowed.

Step 8 — Ballot of the new or revised FRCC Regional Reliability Standard

The FRCC Standards Process Manager will post the final draft of the standard on the FRCC
website at least fifteen (15) calendar days before a ballot can begin. The Ballot Pool shall have a
minimum of ten (10) calendar days to vote on a standard. The Ballot Pool may vote to approve
or not approve the standard. If approved, the FRCC Standards Process Manager will submit the
FRCC Regional Reliability Standard, proposed implementation plan, and any supporting
documents to the FRCC Board of Directors for adoption.
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If approval by the Ballot Pool is not obtained, the PC and/or OC will determine if the draft
standard is to be sent back to the standard drafting team to repeat step 6 to incorporate any
comments, or to take no further action.

If no further action is taken, the reason for such will be posted on the FRCC public website. A
notice of the posting will be sent to (1) the Registered Ballot Body, (2) the FRCC standing
committees, subcommittees and working groups, (3) the Florida Public Service Commission, and
(4) the SERC Southern Sub-region Reliability Coordinator.

Step 9 — Adoption of FRCC Regional Reliability Standards by the FRCC Board of
Directors

At a regular or special meeting, the FRCC Board of Directors may consider adoption of the
proposed FRCC Regional Reliability Standard that has been approved by the RBB Ballot Pool.
A FRCC Regional Reliability Standard submitted for adoption by the FRCC Board of Directors
must be posted for notification and comment on the FRCC public website at least ten (10)
calendar days prior to action by the FRCC Board of Directors. Notice of the posting will be sent
to (1) the Registered Ballot Body, (2) the FRCC standing committees, subcommittees and
working groups, (3) the Florida Public Service Commission, and (4) the SERC Southern Sub-
region Reliability Coordinator. The FRCC Board of Directors shall consider the comments
received, the responses provided, and any dissenting opinions. The FRCC Board of Directors
shall adopt or reject a FRCC Regional Reliability Standard as submitted, but may not modify the
proposed FRCC Regional Reliability Standard. If the FRCC Board of Directors chooses not to
adopt a FRCC Regional Reliability Standard, it shall provide its reasons for not doing so.

If the FRCC Board of Directors chooses not to adopt the proposed FRCC Regional Reliability
Standard, the reason for such decision will be posted on the FRCC public website. Notice of the
posting will be sent to (1) the Registered Ballot Body, (2) the FRCC standing committees,
subcommittees and working groups, (3) the Florida Public Service Commission, and (4) the
SERC Southern Sub-region Reliability Coordinator.

Step 10 — Submission to NERC and FERC

Once the FRCC Regional Reliability Standard is adopted by the FRCC Board of Directors, the
FRCC Standard Process Manager shall submit the FRCC Regional Reliability Standard to NERC
for approval. When approved by NERC, it shall be submitted by NERC to FERC for approval.

If NERC or FERC rejects the FRCC Regional Reliability Standard, the FRCC Board of Directors
will determine if the standard is to be sent back to the OC and/or PC to incorporate their
comments or to take no further action on the standard. A FRCC Regional Reliability Standard
that is adopted by the FRCC Board of Directors, approved by NERC and FERC, shall become
effective on a date designated by FERC.
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V. Special Procedures

Urgent Action

Under certain conditions, the entity making the request or the FRCC OC and/or the PC may
designate a proposed or revised FRCC Regional Reliability Standard as requiring urgent action.
Urgent action may be appropriate when a delay in implementing a proposed or revised FRCC
Regional Reliability Standard will materially impact reliability of the Bulk Power System in the
FRCC Region. The FRCC OC and/or the PC must use its judgment carefully to ensure an urgent
action is truly necessary and not simply an expedient way to change or implement a FRCC
Regional Reliability Standard.

The entity making the request, or the FRCC OC and/or the PC, will prepare a draft of the
proposed FRCC Regional Reliability Standard and submit it to the Standards Process Manager
for urgent action. The submission must include a justification for the urgent action. The
Standards Process Manager shall immediately post the draft as specified in Step 5. The posting
shall be a minimum of ten (10) calendar days before the RBB can consider the draft for approval.
All comments received during the posting will be considered. Once approved by the RBB, the
proposed urgent FRCC Regional Reliability Standard will be sent to the FRCC Board of
Directors for adoption.

A FRCC Regional Reliability Standard that is adopted by the FRCC Board of Directors, as an
urgent action shall have a termination date specified that shall not exceed 180 days from the
approved date. Should there be a need to make the FRCC Regional Reliability Standard
permanent, the replacement FRCC Regional Reliability Standard would be required to go
through the full standards development process.

An urgent action FRCC Regional Reliability Standard that expires may be renewed by the FRCC
Board of Directors using the urgent action process again, in the event a permanent FRCC
Regional Reliability Standard has not been adopted. In determining whether to authorize the
extension of an urgent action FRCC Regional Reliability Standard, the FRCC OC and/or the PC
shall consider the impact to the reliability of the FRCC Bulk Electric System of not continuing
the FRCC Regional Reliability Standard. In addition, consideration will be given to whether
expeditious progress is being made toward a permanent replacement.

The FRCC OC and/or the PC shall not request the FRCC Board of Directors to extend an urgent
action FRCC Regional Reliability Standard if there is insufficient progress toward adopting a
permanent replacement FRCC Regional Standard or if the FRCC OC and/or the PC lack
confidence that a reasonable completion date is achievable. The intent is to ensure that an urgent
action FRCC Regional Reliability Standard does not in effect take on a degree of permanence
due to the lack of an expeditious effort to develop a permanent replacement FRCC Regional
Reliability Standard. With these principles, there is no pre-determined limit on the number of
times an urgent action may be renewed. However, each urgent action FRCC Regional
Reliability Standard renewal shall be effective only upon adoption by the FRCC Board of
Directors, and approval by NERC and FERC.
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Interpretations of Standards

Any member of the FRCC, or group within the FRCC, or an entity that is directly and materially
affected by reliability of the FRCC Bulk Power System shall be permitted to request an
interpretation of a FRCC Regional Reliability Standard. The entity requesting an interpretation
shall send a request to the FRCC Standards Process Manager 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 possible incorrect interpretation of the FRCC Regional
Reliability Standard. The FRCC Standards Process Manager will assemble a team with the
relevant expertise to address the clarification.

As soon as practical (but not more than thirty (30) calendar days following the receipt of the
request), the team will draft a written interpretation of the FRCC Regional Reliability Standard
addressing the issues raised. The FRCC Standards Process Manager will submit the written
interpretation to the OC and/or PC for review and approval. If approved by the FRCC OC and/or
the PC, the interpretation is appended to the FRCC Regional Reliability Standard and is effective
immediately. The interpretation will stand until such time as the FRCC Regional Reliability
Standard is revised through the normal process, at which time the FRCC Regional Reliability
Standard will be modified to incorporate the clarifications provided by the interpretation.

Appeals

Any member of the FRCC, or group within the FRCC, or any entity that is directly and
materially affected by reliability of the FRCC Bulk Power System, and who feel they have been
or will be adversely affected by any substantive or procedural action or inaction related to the
development, approval, revision, or withdrawal of a FRCC Regional Reliability Standard shall
have the right to appeal. This appeals process applies only to the FRCC Regional Reliability
Standards Process as defined in this document

The burden of proof to show adverse effect shall be on the appellant. Appeals shall be made
within thirty (30) calendar days of the date of the action purported to cause the adverse effect.
The final decisions of any appeal shall be documented in writing and posted on the FRCC public
website. Notice of the posting will be sent to (1) the Registered Ballot Body, (2) the FRCC
standing committees, subcommittees and working groups, (3) the Florida Public Service
Commission, and (4) the SERC Southern Sub-region Reliability Coordinator .

The appeals process provides two levels, with the goal of expeditiously resolving the issue to the
satisfaction of the participants:

Level 1 Appeal

Level 1 is the required first step in this appeals process. The appellant submits to the
FRCC Standards Process Manager a complaint in writing that describes the substantive or
procedural action associated with a FRCC Regional Reliability Standard or the FRCC
Regional Reliability 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 FRCC Standards Process Manager shall prepare a written
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response addressed to the appellant as soon as practical but not more than forty-five (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 record associated with the FRCC Regional Reliability Standard.

Level 2 Appeal

If after the Level 1 Appeal, the appellant remains unsatisfied with the resolution,
notification shall be made in writing to the FRCC Standards Process Manager. Within
thirty (30) calendar days of receiving the notification, the FRCC Standards Process
Manager shall convene a Level 2 Appeals Panel. This panel shall consist of five
members appointed by the FRCC Board of Directors. In all cases, Level 2 Appeals Panel
members shall have no direct affiliation with the participants in the appeal.

The FRCC Standards Process Manager shall post on the FRCC public website the notice
of the Level 2 appeal and other relevant materials. Notice of the posting will be sent to
(1) the Registered Ballot Body, (2) the FRCC standing committees, subcommittees and
working groups, (3) the Florida Public Service Commission, and (4) the SERC Southern
Sub-region Reliability Coordinator. At least fifteen (15) calendar days notice of the
meeting of the Level 2 Appeals Panel will be made. In addition to the appellant, any
entity that is directly and materially affected by the reliability of the FRCC Bulk Power
System, and who is directly and materially affected by the substantive or procedural
action referenced in the complaint shall be heard by the panel.

The Level 2 Appeals Panel shall not consider any expansion of the scope of the appeal
that was not presented in the Level 1 Appeal. The Level 2 Appeals Panel may in its
decision find for the appellant and remand the issue to the FRCC OC and/or the PC for
resolution with a statement of the issues and facts in regard to which fair and equitable
action was not taken. The Level 2 Appeals 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 Level 2 Appeals Panel may not, however, revise, approve, disapprove, or adopt a
FRCC Regional Reliability Standard, as these responsibilities remain with the FRCC
Board of Directors. The actions of the Level 2 Appeals Panel shall be posted on the
FRCC public website. Notice of the posting will be sent to (1) the Registered Ballot
body, (2) the FRCC standing committees, subcommittees and working groups, (3) the
Florida Public Service Commission, and (4) the SERC Southern Sub-region Reliability
Coordinator.
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V1. Maintenance of the FRCC Regional Reliability Standards and Process

Requests to Revise the FRCC Regional Reliability Standard Development
Process

Any member of the FRCC, or group (i.e. committee, subcommittee, working group or task force)
within the FRCC, or any entity that is directly and materially affected by the reliability of the
FRCC Bulk Power System may submit a written request to modify the FRCC Regional
Reliability Standard Development Process Manual. The FRCC Standards Process Manager shall
oversee the handling of the request. The FRCC OC and/or the PC shall review the request and
submit recommendations to the FRCC Board of Directors for consideration. The FRCC Board
of Directors, on its own motion, may amend the FRCC Regional Reliability Standard Process.

Five-Year Review

Each FRCC Regional Reliability Standard shall be reviewed at least once every five (5) years.
The review date will be determined from the effective date or the latest revision date whichever
is later. The review process shall be conducted in accordance with Steps 1 through 10 of the

FRCC Regional Reliability Standard Development Process Manual. As a result of this review, a
FRCC Regional Reliability Standard shall be reaffirmed, revised, or withdrawn.

Filing of FRCC Regional Standards with Regulatory Agencies

All adopted FRCC Regional Reliability Standards will be filed with FERC.
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APPENDIX A
Email completed form to FRCCStandard @frcc.com

FRCC Regional Reliability Standard Request Form

Title of Proposed Standard

Request Date

Requestor Information TYPE (Check a box for each one that
applies)

Name [ ] New Standard

Primary Contact [ ] Revision to existing Standard

Telephone [ 1 withdrawal of existing Standard

Fax

Email [ ] Urgent Action

Purpose (Describe the purpose of the standard — what the standard will achieve in
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 a manner that can be easily understood by others)
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FRCC Regional Reliability Standard Request Form

| The Standard will Apply to the Following Functions (Check box for each one that applies) |

] Reliability Coordinator Ensures the reliability of the bulk transmission system
within its Reliability Authority area.

L] Balancing Authority Integrates resource plans ahead of time, and
maintains load-interchange-resource balance within
its metered boundary and supports system frequency
in real time

] Planning Authority Plans the Bulk Electric System

L] Resource Planner Develops a long-term plan for the resource adequacy
of specific loads within a Planning Authority area

] Transmission Planner Develops a long-term plan for the reliability of
transmission systems within its portion of the Planning
Authority area

[] Transmission Service Provides transmission services to qualified market

Provider agreements

[] Transmission Owner Owns transmission facilities

[] Transmission Operator Operates and maintains the transmission facilities,
and executes switching orders

L] Distribution Provider Provides and operates the “wires” between the
transmission system and the customer

L] Generator Owner Owns and maintains generation unit(s)

L] Generator Operator Operates generation units(s) and performs the
functions of supplying energy and Interconnected
Operations Services

] Purchasing-Selling Entity The function of purchasing or selling energy, capacity,
and all necessary Interconnected Operations Services
as required

] Load-Serving Entity Secures energy and transmission (and related
generation services) to serve the end user

17




FRCC Regional Reliability Standard Request Form

NERC Reliability Principles

Applicable Reliability Principles (Check box for all that apply.)

1. Interconnected bulk electric 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. The frequency and voltage of interconnected bulk electric 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 electric systems shall be
made available to those entities responsible for planning and operating the systems reliably.

4. Plans for emergency operation and system restoration of interconnected bulk electric 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 electric systems.

6. Personnel responsible for planning and operating interconnected bulk electric systems shall be
trained, qualified, and have the responsibility and authority to implement actions.

7. The security of the interconnected bulk electric systems shall be assessed, monitored, and maintained
on a wide-area basis.

NERC Market Interface Principles

Does the proposed Standard comply with all of the following Market Interface
Principles?

Recognizing that reliability is an essential requirement of a robust North American economy:

YES Or | 1. A reliability standard shall not give any market participant an unfair competitive advantage.

no

YES Or | 2. Areliability standard shall neither mandate nor prohibit any specific market structure.

no

YEes Or | 3. Areliability standard shall not preclude market solutions to achieving compliance with that standard.
no

Y€s Or | 4. A reliability standard shall not require the public disclosure of commercially sensitive information. All
no market participants shall have equal opportunity to access commercially non-sensitive information that

is required for compliance with reliability standards.
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FRCC Regional Reliability Standard Request Form

Related Standards

Standard No. Explanation
Proposed Implementation days after Board of Directors adoption or
On (date):
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APPENDIX C

Development of and Voting of the Registered Ballot Body

1. Regqistration Procedures
The Registered Ballot Body (RBB) comprises all entities' and persons that:

» Qualify for one of the FRCC Industry Sectors, and
» Are registered with the FRCC as potential ballot participants in the voting on FRCC
Regional Reliability Standards.

All registrations will be done electronically. All entities and persons will self-select to belong to
the RBB. The sectors shall be identical to those in Section 1.2 of the FRCC Bylaws.

All RBB members will have the ability to vote on a standard. Voting will be done in writing
(either email or facsimile) with each RBB member having one vote. The RBB representative
will have the right to register and participate in ballot pools to cast their vote on a standard being
considered for approval.

2. Sector Qualification Guidelines
The general guidelines are as follows:

> An entity or person may register in the RBB in any Sector in which it qualifies for
provided that an entity or person registers as a potential ballot participant in only one (1)
Sector.

» Any individual currently employed by an organization that is eligible to join one or
more of the other five (5) sectors, shall not be qualified to join as a General Sector RBB
member.

3. Ballot Pool Voting

A Ballot Pool will be established to vote on any proposed standards action. Each RBB member
choosing to belong to a Ballot Pool will have one individual vote. Two-thirds of the individual
votes of the Ballot Pool shall constitute a quorum.

Approval of a FRCC Regional Reliability Standard requires the affirmative vote of a two-thirds
majority of the weighted sector votes cast. The number of votes cast in each sector is the sum of
the affirmative and negative votes, excluding abstentions.

The following steps will be used to determine if there is sufficient affirmative votes:
1. The number of affirmative votes cast in each sector will be divided by the sum of
affirmative and negative votes cast to determine the fractional affirmative vote for each
sector. Abstentions will not be counted.

! An entity and all of its Affiliates (as defined in the FRCC Bylaws) shall be considered one entity for purposes of
registering as a potential ballot participant.
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2. The fractional affirmative vote for a sector will then be multiplied by the Sector Weight
Factor to determine the weighted fractional affirmative vote for a sector. The Sector
Weight Factors are:

Suppliers Sector: Weight Factor = 2.5

Non-Investor Owned Utility Wholesale Sector: Weight Factor = 2.0

Load Serving Entity Sector: Weight Factor = 1.0

Generating Load Serving Entity Sector: Weight Factor = 3.0

Investor Owned Utility Sector: Weight Factor = 3.5

General Sector: Weight Factor = 1.0

—~Po Q0o

3. The sum of the weighted fractional affirmative votes from all sectors divided by the sum
of the weights of the sectors voting will be used to determine if a two-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 negative vote.

4. A FRCC Regional Reliability Standard will be considered “approved” if the sum of the

weighted fractional affirmative votes from all sectors divided by the sum of the weights
of the voting sectors is two-thirds or greater.
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History of Revisions

Approved March 2, 2006
Amended July 25, 2006
Amended October 24, 2006
Amended September 25, 2007
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2-17-2011

EXHIBIT D — COMPLIANCE MONITORING AND ENFORCEMENT PROGRAM

1.0 REGIONAL COMPLIANCE MONITORING AND ENFORCEMENT
PROGRAM

FRCC will implement the NERC Compliance Monitoring and Enforcement Program, A ppendix
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 FRCC’s geographic or electrical
boundaries, and such other scope, set forth on Exhibit A of this Agreement.

20 REGIONAL HEARING OF COMPLIANCE MATTERS

FRCC shall establish and maintain a hearing body with authority to conduct and render
decisions in compliance hearings in which a Registered Entity may contest a finding of alleged
violation, proposed penalty or sanction, or a proposed mitigation plan, which shall be the FRCC
Board Compliance Committee (BCC), a balanced compliance panel reporting directly to the
FRCC’ s Board of Directors.

The BCC will consist of one (1) Voting Member from each of the six (6) sectorsin the FRCC,
who shall be amember of the Board of Directors. Each year, two (2) members from each
Sector of the FRCC Board of Directorswill volunteer to servein aBCC pool. Atthetimea
hearing request is received, the Chair of the FRCC Board of Directors will appoint one member
from each Sector to form the BCC for that hearing. The Board Member from the Registered
Entity that has requested the hearing will not be selected for that BCC. In the event one (1)
Sector of the FRCC declines to participate on the BCC, the Chair of the Board of Directors shall
randomly select one (1) additional BCC member from the remaining five (5) Sectorsto
constitute the BCC. The Chair of the FRCC Board of Directors will appoint a Chair and Vice-
Chair of the BCC. Terms of BCC members will be equivalent to the time it takes to complete
the hearing for which they were selected. Members may be re-appointed to subsequent terms
without any limits to the number of termsthey serve.

FRCC Industry Sectors are as follows:
e One (1) Member from the Investor Owned Utility Sector
e One (1) Member from the Suppliers Sector
e One (1) Member from the Non-Investor Owned Utility Wholesale Sector
e One(1) Member from the Load Serving Entity Sector
e One (1) Member from the Generating Load Serving Entity Sector

¢ One (1) Member from the General Sector
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Each member of the BCC shall be afull voting member. There will be no alternates or proxies
for the BCC members. Decisions of the BCC shall require (i) aquorum to be present requiring
at least fifty (50) percent of the number of members assigned to the BCC provided, however,
that in each case at least four (4) eligible Sectors are represented and (ii) amajority vote of the
members of the BCC voting on the decision.

FRCC shall conduct all compliance hearings in which a Registered Entity may contest a
finding 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

The FRCC has engaged the SERC Reliability Corporation (SERC) to oversee the compliance
monitoring and enforcement responsibility as related to FRCC’ s compliance with Reliability
Standard requirements that are applicable to the functions for which FRCC is a Registered
Entity.
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Exhibit E — Funding
1. Scope of activities funded through the ERO funding mechanism
FRCC shall include in 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 Réliability Standard Development

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 FRCC, in conjunction with the other Regional Entities, shall
collaboratively develop an annual schedule for the development, submission, review and
approval of [Regional Entity’s] business plan and budget. The annual schedule for the
preparation of business plans and budgets shall require FRCC (i) to submit to NERC draft(s)
of FRCC'’ 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 FRCC Board of Trusteesto NERC by July 1 or such other agreed date as
provides sufficient time for NERC’ s review, approval and submission of FRCC'’ s business
plan and budget to the Commission 130 days in advance of the beginning of each fiscal
year. The FRCC business plan and budget submission shall include supporting materials,
including FRCC’ 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. FRCC' 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 FRCC’ 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 abovein Section 1 of this Exhibit E, or
shall direct FRCC to make such revisions as NERC deems appropriate prior to approval.
NERC shall submit FRCC'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 FRCC' s 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 allocating 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. FRCC shall submit to NERC annually at the same time it
submits its budget request alist of the load-serving entities or designees within its
geographic boundaries that shall be responsible for paying [Regional Entity’s] assessment
and the load-serving entities' proportionate Net Energy for Load, and such other data and
information asis necessary to allocate and calculate the alocation of [Regional Entity’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

(& NERC shall submit invoices to the load-serving entities or designees identified by
FRCC covering the NERC and FRCC assessments approved for collection.

(b) NERC shall pursue any non-payments of assessment amounts and shall request
assistance from ERO Governmental Authorities as hecessary to secure collection. To the
extent reasonably practicable, FRCC shall assist NERC in pursuing and collecting any non-
payments. Notwithstanding the foregoing, FRCC 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 FRCC' s region, that are reasonably determined to be uncollectible, to NERC's
assessments for a subsequent year with the amount of such non-payments to be allocated to
end-users within FRCC'’ s region.

(c) Upon approva by ERO Governmental Authorities of FRCC's annual assessment to fund
the costs of its delegated functions and related activities, NERC shall pay FRCC’s annual
assessment to Regional Entity 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 FRCC,
other than penalty monies received from an operational function or division or affiliated
entity of FRCC, shall be applied as a general offset to FRCC’ s budget requirements for
U.S.-related activities under this Agreement for the subsequent fiscal year. Funds from
financia 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 FRCC 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 FRCC'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’), FRCC performs the
following other functions and activities (such other functions and activities being referred to
in this Section 6 as "non-statutory activities"):

Non-Statutory Activities

The Member Services division of the FRCC provides, coordinates or administers a variety
of servicesrelating to the reliable planning and operation of the bulk power system in the
FRCC Region. These services are carried out by the FRCC Planning Committee (PC) and
the FRCC Operating Committee (OC), and its various subcommittees, task forces and
working groups.

Planning Committee (PC)

The PC promotes the reliability of the bulk power system in the FRCC Region, and assesses
and encourages generation and transmission adequacy. The PC, through the FRCC
Regional Transmission Planning Process, provides a vehicle for ensuring that transmission
planning within the FRCC will provide for the development of a robust transmission
network within the FRCC Region. The activities of the PC include the activities of the
following Member Services working groups: the Stability Working Group, the Transmission
Working Group, the Resources Working Group, the ATC Working Group and the Fuel
Reliability Working Group. The activities of these working groups pertain to the facilitated
and coordinated effort for the running of engineering studies and communications in a cost
effective, open and transparent manner for the members to complete common tasks to
ensure future bulk power reliability. Thisincludes any transmission planning that allows
transmission owners to meet FERC’ s Order 890 requirement for wide area planning and
implementation of data and reporting to the Florida Public Service Commission on resource
adequacy and transmission reliability.

Operating Committee (OC)

The OC isresponsible for the coordination, planning, operation and maintenance of reliable
bulk power supply inthe FRCC. Its primary reliability goals are the continuous
improvement of the situational awareness of the operators interconnected within the FRCC,
and ensuring that adequate physical, operational and cyber security objectives arein place
for the Region’ s shared communications network. The OC ensures reliable operations are
maintained through the development and implementation of the Reliability Process for the
FRCC Bulk Electric System, formerly the FRCC Security Process.

Operating Reliability Subcommittee (ORYS)

The ORS provides overall administration for the development and implementation of
operating procedures and other reliability matters. The ORS reviews and assesses regional
import and export limits, scheduled transmission outages, real-time system reliability, events
analysis, information and data exchange and other reliability issues. The ORS provides
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formal oversight and implementation of the Reliability Process for the FRCC Bulk Electric
System, formerly the FRCC Security Process, which establishes the reliability
responsibilities of the various entities within the Region and specifically monitors the agents
responsible for performing the Reliability Coordinator and Operations Planning Coordinator
functions.

Data Exchange Working Group (DEWG)

The DEWG, subordinate to the ORS, supports the real-time data needs of the FRCC
Reliability Coordinator and other entitiesidentified by the FRCC ORS, and for developing
methodol ogies to facilitate the exchange of real-time, modeling, and other operational data
to help assure reliable electric power system operations. Within the FRCC, all entities
provide system data viathe FRCC Reliability DataLink (RDL). The FRCC RDL receives
all substation topology information, line flows, voltage levels, unit parameters, etc. from the
operating entities on areal-time basis. Dataisavailableto all.

FRCC Telecommunications Subcommittee (TS)

The TS provides formal oversight over the TS budget which is included in the OC budget.
The primary purpose of the TS isto ensure that adequate and redundant communications
facilities are made available to the operating entities within the FRCC. The TS administers
the FRCC hotline program, Satellite phone program, RDL program and also ensures that
reliable and redundant communi cations are maintained with NERCNet, from a Regional
communications perspective. All TS programs are in support of the RC function and are
therefore non-statutory, with the exception of the FRCC satellite phone program which isa
tool used by the Regional Entity to perform situational awareness and thusis budgeted as
statutory.

Non Statutory Situation Awareness and I nfrastructure Security Program

This program maintains and enhances the situational awareness of the operators of the
interconnected system by supporting the tools necessary to efficiently communicate
Electricity Sector Information Sharing and Analysis Center information within and outside
of the FRCC Region. The program also ensures that the FRCC entity shared
communications networks, include the appropriate physical, operational, and cyber security
protections in order to function reliably.

FRCC shall employ the following methods and proceduresto (i) keep its funding
mechanisms for its statutory activities separate from its funding mechanisms for its non-
statutory activities, and (ii) record the costsit incursin the performance of its non-statutory
functions separately from the costsit incurs in the performance of its statutory functions:

(i) Separation of funding sources for statutory activities and non-statutory activities. The
FRCC maintains a separate bank account for Statutory receivable collection. The
statutory billing is done at the beginning of each quarter and an invoiceis rendered to
NERC only for the statutory receivable. NERC wires monies due directly into the
Statutory bank account. All non-statutory receivables are deposited into a separate bank
account. Member Servicesinvoices are rendered to each member quarterly and
deposited into this separate account.
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(i) Separation of costs of statutory activities and non-statutory activities. FRCC has
adopted the NERC Chart of Accounts for Expenses and the NERC Rules of Procedure
Categories as well as Member Services Functional Categories and utilizes these in order
to correctly code each invoice received for all goods and services as well asfor staff to
specify where their timeis spent each day for their time accounting reports. These
methods are used to ensure that no statutory funds are used to pay for non-statutory
expenses and that no non-statutory funds are used to pay for statutory expenses.

Each employee and officer (with the exception of the President and CEO) turnsin atime
sheet with their time accounted for between statutory and non-statutory functions that
they personally spent their time on. Within statutory and non-statutory they further
break down their time by the function areas. Each employee and officer fills out their
time sheet daily and turns them in every two weeks to the Controller. The employees
use the department codes to split their time according to what they did that day. These
times are totaled by the Controller and Full-Time Equivalents (FTE’s) for each function
are calculated.

Accounting personnel route to the responsible department head all invoices pertaining to
their job responsibility. The department head assigns the functional category, signsthe
invoices and returnsit to accounting for payment processing. The accounting staff
evaluates and assigns the appropriate General Ledger account number based on the
Chart of Accounts and enters both the account number and the department number on
the accounts payable system. Expenses such as Facilities Rent, stationary, utilities and
other items of a general nature are split to each of the functions based on FTE's, on a
monthly basis. Only expenses that cannot be determined to be specifically for a
particular function are split on an allocated basis. Any expenses received that are for a
particular function within a particular area are charged directly to that area and are not

split.

All expenses are reviewed by a Department Head, an Accounting Assistant and the
Controller for accuracy of coding and assignment to particular functions whether that be
for Statutory or Non-statutory.

FRCC shall provideits budget for such non-statutory activities to NERC at the same time
that FRCC submitsits proposed annual business plan and budget for statutory activitiesto
NERC pursuant to Section 9 of the Agreement. FRCC'’ s budget for non-statutory activities
that is provided to NERC shall contain a detailed list of FRCC' s non-statutory activities and
adescription of the funding sources for the non-statutory activities. FRCC agrees that no
costs (which shall include a reasonable alocation of FRCC' s general and administrative
costs) of non-statutory activities are to be included in the calculation of FRCC's
assessments, dues, fees, and other charges for its statutory activities.

7. Amended or Supplemental Business Plans and Budgets

During the course of the fiscal year, if FRCC determinesit does not or will not have
sufficient fundsto carry out its delegated functions and related activities, FRCC shall submit
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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 FRCC’ s approved business plan and budget for the
fiscal year. NERC shall review and approve the proposed amended or supplemental
business plan and budget and proposed supplemental assessment, or shall direct FRCC to
make such revisions as NERC deems appropriate prior to approval. NERC shall submit
FRCC' s approved amended or supplemental business plan and budget and proposed
supplemental  assessment to the Commission for approval.

8. NERC Review of Regional Entity Financial Records

Upon arequest made to FRCC with reasonable notice, NERC shall have access to and may
review all financial records of FRCC, including records used to prepare FRCC' s financial
statements. NERC shall conduct reviews of the quarterly and annual financial statements
submitted by FRCC pursuant to Section 9(h) and (i) of the Agreement. FRCC shall provide
supporting documentation for the quarterly and annual financial statements as reasonably
requested by NERC.
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1215102-17-2011

AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION
AND FLORIDA RELIABILITY COORDINATING COUNCIL

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 Florida Reliability Coordinating Council (“FRCC”),
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
FRCC 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;

Amended and Restated FRCC Regional Delegation Agreement Page 1 of 25



1215102-17-2011

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 FRCC 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 Regional 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, FRCC 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 FRCC 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 FRCC 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 FRCC, 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 FRCC 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 FRCC 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, FRCC hereby represents and warrants
to NERC that:
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(1) FRCC 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 prevents it from executing this Agreement
and fulfilling its obligations hereunder. FRCC is governed in accordance with its bylaws by [a
balanced stakeholder board. Pursuant to these bylaws, no two industry sectors can control any
FRCC decision and no single industry sector can veto any FRCC decision. The relevant
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 FRCC.

(i)  Assetforthin Exhibit C hereto?, FRCC has developed a standards
development procedure, which provides the process that FRCC may use to develop Regional
Reliability Standards that are proposed to NERC for adoption.

(iii)  Assetforthin Exhibit D hereto, FRCC 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 FRCC's

geographic boundaries as shown on Exhibit A.

(b) NERC hereby represents and warrants to FRCC 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 FRCC shall meet the requirements contained in Exhibit B to this
Agreement.
2The Exhibit C from FRCC shall meet the requirements contained in Exhibit C to this
Aqgreement.
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3. Covenants.

@ During the term of this Agreement, FRCC 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 FRCC under this Agreement without first obtaining
the consent of FRCC, which consent shall not be unreasonably withheld or delayed.

(c) During the term of this Agreement, NERC and FRCC
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 FRCC 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 FRCC for the purpose of proposing Reliability Standardsto 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 FRCC shall not monitor and enforce compliance with Reliability
Standards for FRCC or an affiliated entity with respect to reliability functions for which FRCC
or an affiliate is a Registered Entity. Any exclusions from this delegation of authority to FRCC
within, or additions to this delegation of authority to FRCC beyond, the geographic boundaries
set forth on Exhibit A are stated on Exhibit A.

(b) In circumstances where FRCC or an affiliated entity is a Registered Entity,
FRCC 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 FRCC' s or affiliate’ s compliance with
Reliability Standards. Such agreements are subject to NERC and Commission approval.

(© Nothing in this Agreement shall prohibit FRCC 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 FRCC 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, FRCC shall comply with the applicable provisions of NERC’s
Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability Standards, as from

time to time adopted, approved, or amended.

5. Development and Proposal of Reliability Standards.
@ In connection with its Delegated Authority, FRCC 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 FRCC reasonabl e notice and
opportunity to be heard; and

(i)  develop Regional Reliability Standards through FRCC's process as set
forth in Exhibit C. Proposals approved through FRCC' s process shall be reviewed by the
NERC Board after NERC provides notice and an opportunity for interested personsto
comment. In the case of a proposal 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 proposed Regional Reliability Standard or Regional Variance, applying the
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rebuttable presumption described in subsection 5(b) of this Agreement if the proposed Regional
Reliability Standard or Regional Variance is 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 disapproveit in writing
setting forth its reasons. FRCC 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 Reliability Standar ds.

@ In connection with its delegated authority pursuant to this Agreement, FRCC
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 FRCC 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. FRCC 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, FRCC agreesto
comply with the NERC Rules of Procedure, with any directives issued 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) FRCC shall report promptly to NERC any Possible Violation, Alleged
Violation, or Confirmed Violation of a Reliability Standard, and its eventual disposition by
FRCC. 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 FRCC 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 FRCC 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 FRCC' s dispositions based on the following criteria:

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

FRCC in accordance with the NERC Rules of Procedure, NERC directives and
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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 FRCC 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. FRCC 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
FRCC' s 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 penatiesimposed by FRCC as aresult of adecision by FRCC's
Hearing Body shall be filed with, heard by and disposed of by, NERC in accordance with the
NERC Rules of Procedure.

()] FRCC shall maintain the capability to conduct investigations of Possible
Violations and Alleged Violations of Reliability Standards and to conduct such investigationsin

aconfidential manner.
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(9) FRCC 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, FRCC 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. A Regional Entity 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 FRCC'’ s 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.

7. Delegation-Related Activities.

NERC will engage FRCC on its behalf to carry out certain of its activities that are in
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 (&) through (f), each of which shall be considered a statutory
activity:

(@) Certification of Bulk-Power System Entities. The NERC Board shall set criteria
for certification in accordance with the NERC Rules of Procedure. FRCC shall issue
certifications in accordance with the NERC Rules of Procedure.
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