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. INTRODUCTION

Pursuant to §215(e)(4) of the Federal Power Act' (“FPA”) and 18 C.F.R. §39.8 and
839.10, the North American Electric Reliability Corporation (“*NERC”) requests the
Commission’s approval of amendments to the Amended and Restated Delegation Agreement
between NERC and the SERC Reliability Corporation (“SERC”), one of the NERC Regional
Entities (the “SERC RDA”). The proposed amendments to the SERC RDA consist of (1)
amendments to Exhibit B, the SERC Bylaws, and (2) amendments to Exhibit C, the SERC
Regional Standards Development Procedure (“SERC RSDP”). The SERC Bylaws and RSDP
are “Regional Entity Rules” as defined in 18 C.F.R. 839.1; thus, in accordance with 18 C.F.R.
839.10, amendments to them require Commission approval. By approving the proposed
amendments to Exhibits B and C of the SERC RDA, the Commission will also be approving the
amendments to the SERC Bylaws and the SERC RSDP as “Regional Entity Rules.”

As described in greater detail in 8I11.A of this Petition, the principal purposes of the
amendments to the SERC Bylaws are (1) to clarify the respective composition and
responsibilities of the SERC Board of Directors and the Board Executive Committee; (2) to
conform to requirements of North Carolina law, as SERC is changing its state of incorporation
from Alabama to North Carolina; (3) to eliminate several duplicative or unnecessary provisions;
(4) to make terminology consistent throughout the Bylaws; and (5) to implement several other
changes not fitting into the above four categories (as more fully described in 8I11.A).

As described in greater detail in §l11.B of this Petition, the principal purposes of the
amendments to the SERC RSDP are (1) to address issues identified during NERC’s 2009 audit

of SERC; (2) to make revisions to the RSDP to improve process efficiency in standards

' 16 U.S.C. §8240 (2005).



development and reduce the time required to develop a Regional Reliability Standard; and (3) to

ensure alignment with the processes in the NERC Standard Processes Manual (Appendix 3A to

the NERC Rules of Procedure) and with the amended SERC Bylaws being presented for

approval in this Petition. In addition, the revisions satisfy the requirement of the SERC RSDP

for a three-year review and reapproval of the document. (The last revision to the SERC RSDP

became effective January 3, 2009.)

Attachment 1 to this Petition is a letter from SERC to NERC requesting approval of the

amendments to the SERC Bylaws and explaining the purposes of the amendments.

Attachments 2 and 3 are clean and redlined versions, respectively, of the proposed amended

SERC RDA. Attachment 3 shows, in legislative style, the proposed amendments to the SERC

Bylaws and RSDP (included in Exhibits B and C, respectively, of the SERC RDA).

1. NOTICES AND COMMUNICATIONS

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

Gerald W. Cauley

President and Chief Executive Officer

North American Electric Reliability Corporation
3353 Peachtree Road

Suite 600, North Tower

Atlanta, GA 30326

(404) 446-2560

(404) 467-0474 — facsimile

David N. Cook*

Senior Vice President and General Counsel

Rebecca J. Michael

Associate General Counsel for Corporate and
Regulatory Matters

North American Electric Reliability Corporation

1325 G Street, N.W., Suite 600

Washington, D.C. 20005

(202) 400-3000

(202) 644-8099 — facsimile

david.cook@nerc.net

rebecca.michael@nerc.net

Owen E. MacBride*

Debra Ann Palmer

Schiff Hardin LLP

1666 K Street, N.W., Suite 300
Washington, DC 20036-4390
(202) 778-6400

(202) 778-6460 — facsimile
omacbride@schiffhardin.com
dpalmer@schiffhardin.com

*Persons to be included on the Commission’s
official service list



I11. PROPOSED AMENDMENTS TO SERC DELEGATION AGREEMENT

A. Proposed Amendments to the SERC Bylaws — Exhibit B to the SERC Delegation
Agreement

As noted in 8l above, the proposed amendments to the SERC Bylaws fall into five
principal categories. The following paragraphs describe the proposed amendments to the SERC
Bylaws in each of these categories.” Attachment 1 contains additional explanation provided by
SERC.

1. Amendments concerning the respective composition and responsibilities of
the SERC Board of Directors and the Board Executive Committee. Section 4.13 of the
Bylaws is being amended to more clearly delineate the powers and responsibilities of the SERC
Board and the powers and responsibilities of the Board Executive Committee. As amended,
84.13 specifies which duties must be carried out by the Board (i.e., for which the Board has
“exclusive responsibility”) under the requirements of North Carolina law. Amended 86.3
clarifies that the Executive Committee cannot exercise those powers that are assigned to the
Board in 84.13 by North Carolina law; it states that except as limited by the North Carolina
Nonprofit Corporation Act and 84.13 of the Bylaws, the Executive Committee is empowered to
make all decisions and take such actions as are deemed necessary for operation of the
Corporation. The amendments also delete reference to those duties that may be carried out by
either the Board or the executive Committee.

Amended Article 1V, captioned “Board of Directors,” contains amended provisions
pertaining to the composition and functioning of the SERC Board. Section 4.2, “Composition

and Eligibility,” is amended to eliminate the cap on the number of Directors of no more than

2 Many sections in the amended Bylaws are renumbered due to the deletion of sections and
reorganization of topics within the Bylaws. References to sections of the Bylaws in this Petition
are to the sections as renumbered, unless otherwise indicated.



100, and to specify that the Board will be comprised of no fewer than three Directors and no
more than two Customer Advisors (formerly “Customer Representatives” — see the next
paragraph below). Section 4.2 is also amended to specify that a Director must be the principal
officer or other authorized employee of a Member Company or of a company that controls, is
controlled by, or is under common control with the Member Company, with a limit of one
Director appointed by each Member Company; and to provide that each Member Company may
designate one Alternate Director (with the same qualifications requirements as for the Member
Company’s Director), to serve in place of the Member Company’s Director at any meeting of the
Board. Amended 84.2 further provides that any vacancy among Directors or Alternate Directors
shall be filled by the applicable Member Company.

Additionally, 84.2 is amended to rename “Customer Representatives” as “Customer
Advisors,” with conforming changes made as needed. As amended, 84.2 states the qualifications
for the Customer Advisor positions on the Board, provides for two-year terms for Customer
Advisors, and provides that if the Board does not include two Customer Advisors, the Board may
elect Customer Advisors to fill the vacancy or vacancies (some of these provisions are
consolidated from other sections of the current Bylaws). Finally, amended 84.2 includes a
provision (moved from another section of the current Bylaws) that the Chair of the Commission
and the chair or president of any State Utility Commission in a state in which electric service is
provided by a Member Company shall be invited to designate an observer to attend meetings of
the SERC Board.

Article 4.5 is being amended to permit notices of special meetings of the Board to be
given by electronic mail. Section 4.6 is being amended to provide that no Director may serve in

more than one Board Officer position at the same time.



Amended Article VI, captioned “Executive Committee,” contains provisions pertaining
to the composition and functioning of the Board Executive Committee. In amended 86.1,
Executive Committee Representatives, the Executive Committee continues to be comprised of 12
Sector representatives from the Board, as in the current Bylaws. Amended 86.2 provides that the
Board Chair, Vice-Chair and Secretary-Treasurer shall be ex officio representatives on the
Executive Committee but shall not have voting rights unless such Board Officer has been elected
by a Sector to the Executive Committee. Finally, amended 86.4, Action, specifies that each
voting representative on the Executive Committee shall have one vote; that the presence of three-
quarters of the voting representatives on the Executive Committee shall constitute a quorum; and
that the positive vote of two-thirds of the Executive Committee voting representatives present
and voting is necessary to pass an action.

2. Amendments to conform to requirements of North Carolina law. SERC
previously moved its headquarters from Alabama to North Carolina, and for convenience is
changing its state of incorporation from Alabama to North Carolina. Although the requirements
of Alabama law and North Carolina law with respect to nonprofit corporations are similar,
several amendments to the Bylaws are necessary for consistency with North Carolina law.
Amendments made necessary by the change in state of incorporation to North Carolina include
the amendments found in the following sections:

e 84.13 (see discussion in the first category of amendments, above).

e 86.3 (see discussion in the first category of amendments, above).

e 87.1 (implementing a requirement of North Carolina law that a Board Committee
must have at least two Directors among its members).

e 811.1 (updating the provision on dissolution of the Corporation to be consistent with
North Carolina law).



e 812.1 (changing a reference from the Alabama NonProfit Corporation Act to the
North Carolina NonProfit Corporation Act).

e 813.1 (changing a reference from the Alabama NonProfit Corporation Act to the
North Carolina NonProfit Corporation Act; in addition, this section is amended to
include committee members and Alternate Directors in the persons indemnified by
the Corporation).

3. Deletion of duplicative and unnecessary provisions. The amendments to the
Bylaws delete several provisions that were duplicative or unnecessary. The deleted provisions
include the following:

Q) In amended Articles VII and VIII, Bylaws provisions on particular named
committees (other than provisions relating to the Executive Committee) have been
deleted, but provisions have been retained or modified to provide general guidance on
how committees are established and governed. These amendments eliminate the need for
future amendments to sections pertaining to specific committees (which have been
deleted); instead, the powers and responsibilities of Board committees and Standing
Committees will be addressed in scope documents that are approved by the Board.
Section 7.2, as amended, specifies that each committee shall adopt rules for its own
governance that are not inconsistent with the Bylaws, rules adopted by the SERC Board,
applicable NERC or Commission rules or regulations, or applicable state or federal laws,
and are approved by the SERC Board.

(i)  The “Conflict of Interest” provision previously located in the Compliance
Committee section of the Bylaws has been deleted there and moved to the
“Miscellaneous” section (amended Article VIII), as well as amended to codify SERC’s

practice that all Directors, Alternate Directors, Customer Advisors and Board committee

representatives are subject to the conflict of interest provisions.



(iti)) A provision on Reliability Standards Development (currently in Article

VIII) is being deleted as unnecessary because SERC’s process for development of

Regional Reliability Standards, including formation of the ballot pool, is governed by the

SERC RSDP.

4. Amendments to make terminology consistent throughout the SERC Bylaws.
Non-substantive amendments have been made throughout the SERC Bylaws to provide more
consistent use of frequently-used terms and to eliminate confusion in instances where
terminology was similar. These amendments result in consistency in the following areas: (1)
uniformly referring to SERC Members as “Member Companies” (see, e.g., amended 82.1); (2)
consistently referring to individual Directors and other representatives as “Directors,” “Alternate
Directors,” and “Customer Advisors;” and (3) consistent capitalization of terms.

5. Other amendments to the SERC Bylaws. Amendments to the following
sections and articles of the SERC Bylaws do not fit neatly into the four categories described
above.

Q) Section 2.2 is amended to specify that to be eligible for membership in

SERC, an entity must be in the SERC Region.

(i) Section 2.4 is amended to remove Customer Representatives from the

ISO-RTO Sector (formerly the ISO-RTO/Customer Sector) for Board voting purposes,

with conforming changes as needed. This amendment does not change the inclusion of

Customer input in the ISO/RTO Sector for purposes of the Regional Standards

Development process.

(iii)  In 83.2, the current description of the Geographic Area of the SERC

Region is deleted and replaced with a reference to Exhibit A to the SERC RDA.



(iv)  In amended 85.1 on Corporate Officers, a provision is added that the
Board may appoint such other officers and assistant officers (in addition to the officers
expressly provided for in the Bylaws) as it deems necessary.

(v) Article VIII of the Bylaws has been retitled “Miscellaneous.” The Article
has been amended to contain several provisions that are found in separate Articles in the
current Bylaws, including provisions on Conflicts of Interest, Contracts, Checks, Drafts,
etc., Deposits, Books and Records, (corporate) Seal, and Fiscal Year. A provision on
Gifts (which stated that the Board may accept on behalf of the Corporation any
contribution, gift, bequest or devise for the general purposes or any specific purposes of
the Corporation) has been deleted.

(vi)  Anew Article XIV has been created containing provisions on amendments
to the Bylaws. This provision states that a request by 20% of the Board, or by an
affirmative vote of the Executive Committee, to amend the Bylaws shall be placed before
the Board, and shall be adopted if approved by a Supermajority vote (as defined in the
Bylaws®) of the Board where a quorum is present.

B. Proposed Amendments to the SERC Regional Standards Development Procedure —
Exhibit C to the SERC Delegation Agreement

The SERC RSDP is being amended to (1) address issues identified during NERC’s 2009
audit of SERC; (2) improve efficiency of the standards development process and reduce the time
required to develop a SERC Regional Reliability Standard; and (3) ensure alignment with the

NERC Standard Processes Manual; and with the amended SERC Bylaws. The following

¥ The provisions of the existing Bylaws for determining Supermajority and Simple Majority
votes of the Board are maintained in §4.9 and 84.10 of the Bylaws, and preserve the requirement
that no two Sectors should be able to control any decision and no one Sector should be able to
veto a matter.



paragraphs describe the amendments to the SERC RSDP in each of these four areas. In addition,

the revisions to the SERC RSDP meet the requirement of the RSDP for a three-year review and

reapproval of the document.*

1.

Amendments to address issues identified during NERC’s 2009 audit of

SERC. The following changes to the SERC RSDP are being made based on NERC’s 2009 audit

of SERC:

2.

The notification requirements in Steps 4, 7, 8, 10 and 12 of the Process Steps and in
Appendix 2 are being revised to include all other Regional Entities. The current
version only requires notification to Regional Entities adjacent to SERC. Providing
notification to all other Regional Entities will aid the Regional Entities in determining
whether the scope of a proposed Regional Reliability Standard should be expanded to
an Interconnection-wide or a continent-wide basis.

A sentence is being added to Step 6 to require re-approval of the SERC Standards
Committee for any revision to the work plan of a Standard Drafting Team (“SDT”)
which delays the ballot by 60 days or more, to provide additional controls for the
project schedule.

Step 6 is also being modified to require completion of the work product of the
Responsible SERC Subgroup (“RSS”) prior to ballot. The modification also requires
that each document (item of the RSS work product) associated with a standard be
included in at least one formal comment period. This amendment will ensure that
stakeholders are given an opportunity to comment on all relevant documents.

Amendments to improve efficiency of the standards development process and

to reduce the time required to develop a Regional Reliability Standard:

The requirement for a periodic review and reapproval of the RSDP is being changed
from every three years to every five years. (See “Review and Reapproval
Requirements” section of the RSDP.)

The term and description of “Compliance Advisory Groups” is being deleted from the
Process Roles section, since the Compliance Advisory Groups are not included in any

* The project history and files concerning the development of the proposed amendments to the
SERC RSDP are available at:
http://serc.centraldesktop.com/standardhomepage/doc/13485845/w-

Revision20fSercReqionalStandardsDevelopment.




3.

process steps.

The required notice period for a meeting is being changed from 21 days to seven days
for a meeting by conference call or by WebEx. The notice period for an in-person
meeting continues to be 21 days. (See Step 6 of the Process Steps.)

Several of the Process Steps are amended to specify that certain actions required
under those Steps will be taken by the Executive Committee of the applicable SERC
Standing Committee, rather than by the full Standing Committee.

A new Step 11 is being added requiring that NERC be requested to post a proposed
Regional Reliability Standard for comment after it receives approval of the Ballot
Pool, but before adoption of the standard by the SERC Board of Directors. Step 13
(formerly Step 12) is amended to delete the current requirement for the NERC
posting to occur after approval of the standard by the SERC Board. These
amendments will avoid the situation in which the NERC posting identifies the need
for a change to the standard after it has been approved by the SERC Board.

Additionally, new Step 11 requires the RSS to develop responses to any comments
received on the proposed standard during the NERC posting, and to submit the
comments, along with any associated modifications to the standard, to the SERC
Standards Committee. The Standards Committee may approve minor editorial
modifications that do not have a substantive impact; however, if the RSS proposes
substantive modifications, the Standards Committee may (i) remand the standard to
the RSS for further consideration, or (ii) accept the proposed modifications and send
the standard back to Step 9 for re-ballot.

Step 12 (formerly Step 11) is being amended to provide that before the SERC Board
can consider approval of a proposed Regional Reliability Standard, the SERC
Standards Committee must approve of the resolution of any comments that were
received during the Step 11 posting.

Amendments to ensure alignment with the NERC Standard Processes Manual

and with the amended SERC Bylaws:

In Step 1 of the Process Steps, a requirement is added that the Requester (i.e., the
sponsor of the Standard Authorization Request (“SAR”)) must verify in the
Justification section of the SAR that the request meets one of the following criteria:
(i) the proposed Regional Reliability Standard covers a topic addressed in a continent-
wide standard, but the proposed standard will include requirements more stringent
than those in the continent-wide standard; (ii) the proposed Regional Reliability
Standard addresses matters that the continent-wide Reliability Standards do not; or
(iii) the proposed standard is necessitated by a physical difference in the Bulk Electric
System.

-10-



Correspondingly, Step 3 is being amended to specify that the Executive Committee(s)
of the assigned SERC Standing Committee(s) must verify that the Requester has
provided information to justify that the SAR meets one of the three specified criteria.

A requirement is being added to Step 4 to include with the SAR posting a comment
form and a nomination form to serve on the SDT.

Additionally, a requirement is being added to Step 4 that a response be developed to
comments received from the SAR posting, and for the Executive Committee(s) of the
assigned SERC Standing Committee(s) to approve any revisions to the SAR.

Step 8 is being amended to specify that after comments on postings of the draft
standard are resolved and the RSS and SERC Standards Committee determine that no
additional postings for comments are warranted, NERC regional standards staff will
be requested to arrange for a formal quality review of the draft standard. The RSS is
to develop responses to any recommendations from the quality review, including
developing revisions to the draft standard if appropriate. The SDT and the Standards
Committee must agree on the responses prior to taking one of the following actions:
(i) submit the draft standard for an additional comment posting period pursuant to
Step 7, or (ii) submit the draft standard to the SERC ballot body for approval (Step 9).
Additionally, the SERC Standards Committee is to determine if an additional formal
quality review by NERC should be requested for a draft standard which has been
revised based on responses received in an additional comments posting period.

Step 10 is being amended to specify that the ballot for a proposed standard must
include provisions for comments, and that the RSS shall develop a written response to
each comment received with a ballot.

In Appendix A of the RSDP, quotes from the SERC Bylaws are being deleted and
replaced with references to the Bylaws and to the scope documents for SERC
committees (the scope documents are provided for in amended §7.2 of the Bylaws).

In Appendix B, the process for development of Interpretations of Regional Reliability
Standards is being revised to include approval by the ballot body and by the
Commission.

In Appendix C, the names of several reliability functional entities are updated to be
consistent with the terms used in the NERC Function Model Version 5, and the
descriptions of many of the reliability functions have been simplified. Also, the
amendments to Appendix C eliminate Interpretations of “regional criteria.”

In Appendix D, “Elements of a SERC Regional Reliability Standard,” a statement
that Violation Severity Levels (“VSL”) are part of and balloted with the standard, is
being deleted. A sentence is added specifying that each requirement of a standard
must have at least one VSL.

-11-



4.

Also in Appendix D, the description of the element “Compliance monitoring process”
deletes the following two items from the items that are to be defined for each measure
in a standard: (i) the time period in which performance or outcomes is measured,
evaluated, and then reset; and (ii) VSLs.

Additionally in Appendix D, corresponding to the deletion of the time period item
from “Compliance monitoring process,” a separate element is added for “Time
horizon” (“the time period an entity has to mitigate an instance of violating the
associated requirement”), with five time horizons listed and defined.

All applicable references to “approval” by the NERC Board of Trustees are being
changed to “adoption;” and references to “adoption” by the SERC Board of Directors
are changed to *“approval.”

Other amendments to the SERC RSDP. The following additional amendments

to the SERC RSDP do not fall readily into one of the above-described categories:

V.

Throughout the RSDP, the term “bulk power system” is changed to the term “Bulk
Electric System,” which is defined in the NERC Glossary of Terms Used in
Reliability Standards.

Throughout the RSDP, defined terms (including terms defined in the SERC Bylaws
and in the NERC Glossary of Terms Used in Reliability Standards) are capitalized,
while terms that are currently capitalized but are not defined terms, are lower-cased.

In 8A.2 of Appendix A on SERC Regional Reliability Standard Voting Procedures,
the text is amended to provide that applications to join the Registered Ballot Body
shall be reviewed by the Executive Committee of the SERC Board or its designee to
determine whether the entity satisfies the criteria to belong to the Registered Ballot
Body sector that the entity has selected.

In the section of Appendix B on Maintenance of the SERC Regional Reliability
Standards Development Procedure, which states that “significant changes to this
procedure shall be addressed using the same procedure as a request to develop,
modify, or withdraw a SERC Regional Reliability Standard,” the following sentence
is added: “For any such changes to this procedure, the SERC Standards Committee
will assume the responsibilities normally assigned to the Executive Committee(s) of
the SERC Standing Committee(s) in Steps 3, 5, and 10.”

SERC AND NERC APPROVALS FOR THE PROPOSED AMENDMENTS

The proposed amendments to the SERC Bylaws were approved by the SERC Board of

Directors on October 26, 2011, and were approved by the NERC Board of Trustees on February

-12-



23, 2012. In making the determination to approve the proposed amendments to the SERC
Bylaws, NERC determined that the amended SERC Bylaws continue to satisfy the five
Governance criteria stated in Exhibit B to the SERC RDA.

The proposed amendments to the SERC RSDP were approved by the SERC Board
Executive Committee on December 14, 2011, and were approved by the NERC Board on
February 9, 2012. In making the determination to approve the proposed amendments to the
SERC RSDP, NERC determined that the amended SERC RSDP continues to conform to the
Common Attributes for a Reliability Standards development process stated in Exhibit C to the
SERC RDA.

V. CONCLUSION

The North American Electric Reliability Corporation respectfully requests that the
Commission approve the proposed amendments to its Delegation Agreement with SERC
Reliability Corporation shown in Attachment 3 to this Petition, including approving the
amendments to the SERC Bylaws (included in Exhibit B to the SERC RDA) and to the SERC

RSDP (included in Exhibit C to the SERC RDA) as amendments to Regional Entity Rules.

-13-
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ATTACHMENT 1

SERC RELIABILITY CORPORATION

LETTER TO NERC

EXPLAINING PROPOSED AMENDMENTS TO

THE SERC BYLAWS



‘ Marisa A. Sifontes, General Counsel
SERC Reliability Corporation

2815 Coliseum Centre Drive | Suite 500

SE RC Charlotte, NC28217

SERC Reliability Corporation 7043577372 | Fax: 704.357 7914 | wwu.serc l.org

January 18, 2012 VIA EMAIL
David N. Cook

Vice President and General Counsel

North American Electric Reliability Corporation
1325 G Street, NW, Suite 600

Washington, DC 20005-3801
david.cook@nerc.net

Re:  Amendments to the SERC Reliability Corporation Bylaws
Dear David:

In accordance with the Amended and Restated Delegation Agreement dated January 1, 2011
(“Delegation Agreement”) between the North American Electric Reliability Corporation (“NERC")
and SERC Reliability Corporation (“SERC"), | am providing you with amended SERC Bylaws,
which were approved by the SERC Board of Directors (“Board”) on October 26, 2011. The
nature of and reasons for the amendments are set forth below. The amendments do not affect
any of the qualifications for the delegation of authority from NERC to SERC, and will not have
any adverse impact on the ability of SERC to function as a Regional Entity under the Delegation
Agreement.

Accordingly, SERC requests that: (1) NERC approve the amended SERC Bylaws as consistent
with the Delegation Agreement; (2) the amended SERC Bylaws be forwarded to the Federal
Energy Regulatory Commission (“FERC") for approval; and (3) upon FERC approval, the
amended SERC Bylaws become effective as part of the Delegation Agreement.

l. Background

At its fall Board meeting, after a thorough review process, the SERC Board unanimously
approved amendments to the SERC Bylaws. The proposed amendments (1) clarify the
responsibilities of the Board and Board Executive Committee; (2) make changes necessary to
conform with the requirements of North Carolina law, as SERC intends to change its state of
incorporation from Alabama to North Carolina; and (3) make amendments to simplify and clarify
the Bylaws by eliminating duplicative or unnecessary provisions, and/or make amendments to
make terminology consistent throughout the Bylaws. Further details on the amendments to the
Bylaws are discussed below.

Clean and redlined versions of the amended Bylaws are provided as Attachments 1 and 2 to
this letter. Upon approval, the amended Bylaws would become Exhibit B to the Delegation
Agreement.
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1. Powers of the Board and the Executive Committee

SERC'’s current structure balances the responsibilities of the Board with those of the Executive
Committee. While the Board provides oversight and general direction to the corporation, it only
meets twice a year. In between meetings of the Board, the Executive Committee manages the
affairs of the corporation.

The prior Bylaws did not, however, clearly specify the relationship between the Board and the
Executive Committee. In addition, the duties of the Board in the amended Bylaws needed to be
consistent with North Carolina law. Section 4.13 of the Bylaws was amended to more clearly
delineate the powers and responsibilities of the Board and the Executive Committee. In
addition, the amendments specify which duties must be carried out by the Board, as required by
North Carolina law, and remove those duties that may be carried out by either the Board or the
Executive Committee.

[l Conforming to the Requirements of North Carolina Law

SERC is currently incorporated in Alabama but has its primary place of business in North
Carolina, and no longer has a substantial nexus with Alabama. Based on its review, the Board
has authorized a change to the state of incorporation, to move from Alabama to North Carolina,
and the revised Bylaws reflect that decision. These amendments have no significant effect on
the operation of SERC because the requirements of Alabama and North Carolina law for
nonprofit corporations are similar.

SERC is in the process of completing the change in its state of incorporation and expects to be
completed in the first quarter of this year.

Amendments made necessary by the change in the state of incorporation can be found in:

(1) Section 4.13 (as discussed above);

(2) Section 6.3 (clarifying that the Executive Committee cannot exercise the powers that are
assigned to the Board in Section 4.13 by North Carolina law);

(3) Section 7.1 (implementing a North Carolina requirement that Board committees must
have at least two Directors among its members);

(4) Section 11.1 (updating dissolution provision to require consistency with North Carolina
law);

(5) Section 12.1 (dealing with notice and waiver issues under North Carolina law); and

(6) Section 13.1 (amending indemnification provision to reference North Carolina law).

V. Eliminating Duplicative or Unnecessary Provisions
Several provisions in the prior Bylaws were identified that were duplicative or unnecessary, and
SERC has moved to delete those provisions. The amended Bylaws reflect these deletions, and

therefore no longer include the following items:

(1) Other than the Executive Committee, all committee sections have been removed from
the Bylaws, while maintaining general guidance on how committees are to be
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established and governed. This was done to treat all committees consistently and
eliminate the need to amend the Bylaws to address a change in a committee-specific
section. Instead, the powers and responsibilities of Board and Standing Committees will
be addressed in a scope document that is approved by the Board of Directors. This
amendment aligns the treatment of all Board and Standing Committees, other than the
Executive Committee, due to its role in corporate governance, and is consistent with
other Regional bylaws.

(2) The conflict of interest provision previously located in the Compliance Committee section
has been moved to the “Miscellaneous” Article and amended to codify and make clear
SERC'’s practice that all Directors, Alternate Directors, Customer Advisors, and Board
committee representatives are subject to the conflict of interest provisions.

(3) Removal of provision dealing with Reliability Standards development, which is no longer
needed, as SERC's process for Standards Development, including formation of the
ballot pool, is governed by Exhibit C to the Delegation Agreement.

V. Making Terminology Consistent

SERC made additional non-substantive amendments throughout the Bylaws in order to be more
consistent with frequently used terms and to eliminate confusion in cases where terminology
was similar. Examples of these amendments include:

(1) Changes to uniformly refer to SERC “Members” as “Member Companies;” and
(2) Clarification to refer to individual directors and other representatives as “Directors,”
“Alternate Directors,” and “Customer Advisors.”

These amendments should have no significant effect on the operation of SERC because they
are simply terminology changes intended to improve consistency in the use of frequently used
terms and thereby eliminate confusion.

VI. Other Changes

Several other important amendments do not neatly fit into the general categories laid out above.
These amendments include:

(1) Section 2.2 (clarifying change to specify SERC as the region);

(2) Section 2.4 (removing Customer Representatives from the ISO/RTO sector for Board
voting purposes, with conforming changes made as needed. This does not change the
inclusion of Customer input in the ISO/RTO sector for purposes of the Standards
Development process);

(3) Section 4.2 (renaming “Customer Representatives” as “Customer Advisors,” with
conforming changes made as needed. In addition, several provisions dealing with
Directors and Customer Advisors were consolidated in this Section in order to clarify
who can serve in each position, how to fill vacancies, etc.);

(4) Article VIII — Miscellaneous (expanding this Article to incorporate several stand-alone
Articles from the prior Bylaws); and

(5) Article XIV — Amendment of the Bylaws (creating this Article to provide clear instructions
for the process to propose amendments to the Bylaws).
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These amendments provide clarification to important aspects of the Bylaws or SERC'’s
corporate practice and consolidate related provisions in a single location in the Bylaws.
However, none of the amendments should affect SERC’s current operations.

VII. Conclusion

As detailed above, the amendments to the SERC Bylaws do not impact SERC'’s qualifications to
serve as a Regional Entity with delegated authority from NERC and do not affect the ability of
SERC to function as a Regional Entity under the Delegation Agreement. Accordingly, SERC
requests that NERC approve the amended Bylaws as consistent with the Delegation
Agreement, and forward the amended Bylaws to FERC for approval and adoption as a
replacement for Exhibit B to the Delegation Agreement.

Please contact me if you have any questions.

Sincerely,

Marisa A. Sifontes
Enclosures

cc: R. Scott Henry, SERC President and CEO
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AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION
AND SERC RELIABILITY CORPORATION

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 SERC Reliability Corporation (“SERC”), 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 SERC 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 |, 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;

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 SERC provided that:

(A) The Regional Entity is governed by —
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(i) an independent board;
(i) a balanced 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{ihe 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
basis is just, reasonable, and not unduly discriminatory or preferential, and in the public

interest;

WHEREAS, SERC 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 SERC to carry out certain of its activities in

furtherance of its responsibilities as the ERO under the Act;

WHEREAS, NERC has concluded that SERC 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 SERC, 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
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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 SERC 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:

(a) Breach means (i) the failure of a Party to perform or observe any material term,
condition or covenant of the Agreement or (ii) a representation 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.
(c) Delegated Authority means the authority delegated by NERC to SERC 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. Representations.

(a) For purposes of its Delegated Authority, SERC hereby represents and warrants
to NERC that:

(i) SERC 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 prevents it from executing this
Agreement and fulfilling its obligations hereunder. SERC is governed in accordance with its
bylaws by a balanced stakeholder board. Pursuant to these bylaws, no two industry sectors
can control any SERC decision and no single industry sector can veto any SERC 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
SERC.
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(i) As set forth in Exhibit C hereto?, SERC has developed a standards
development procedure, which provides the process that SERC may use to develop Regional
Reliability Standards [and Regional Variances, if the regional entity is organized on an

Interconnection-wide basis] that are proposed to NERC for adoption.

(iii) As set forth in Exhibit D hereto, SERC 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 SERC’s

geographic boundaries as shown on Exhibit A.

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

(i) 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 prevents it 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.

3. Covenants.

(a) During the term of this Agreement, SERC 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 (e)(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 SERC under this Agreement without first
obtaining the consent of SERC, which consent shall not be unreasonably withheld or delayed.

(c) During the term of this Agreement, NERC and SERC

' The Exhibit B from SERC shall meet the requirements contained in Exhibit B to this Agreement.
2 The Exhibit C from SERC shall meet the requirements contained in Exhibit C to this Agreement.
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shall adhere to and require that all participants in their respective activities under this

Agreement follow and comply with the NERC Antitrust Compliance Guidelines.

4, Delegation of Authority.

(a) Based upon the representations, warranties and covenants of SERC 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 SERC 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 SERC shall not monitor and enforce compliance with Reliability
Standards for SERC or an affiliated entity with respect to reliability functions for which SERC or
an affiliate is a Registered Entity. Any exclusions from this delegation of authority to SERC
within, or additions to this delegation of authority to SERC beyond, the geographic boundaries
set forth on Exhibit A are stated on Exhibit A.

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

(c) Nothing in this Agreement shall prohibit SERC 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 Authorities in Canada or Mexico
shall be governed by a separate agreement and is outside the scope of this Agreement;
provided, however, that both SERC and NERC shall endeavor to ensure that this Agreement
and such separate agreements are compatible.

(e) As a condition to this delegation of authority and subject to the provisions of

Section 17 of this Agreement, SERC shall comply with the applicable provisions of NERC’s
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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.

(a) In connection with its Delegated Authority, SERC shall be entitled to:

(i) 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 SERC reasonable notice and
opportunity to be heard; and

(i) develop Regional Reliability Standards [and Regional Variances, if
Regional Entity is organized on an Interconnection-wide basis] through SERC’s process as set
forth in Exhibit C. Proposals approved through SERC’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 as it 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
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 disapprove it in writing
setting forth its reasons. SERC 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 basis is 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'’s review of the proposal.
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6. Enforcement of Compliance with Reliability Standards.

(a) In connection with its delegated authority pursuant to this Agreement, SERC
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 SERC 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. SERC 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, SERC 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) SERC shall report promptly to NERC any Possible Violation, Alleged Violation,
or Confirmed Violation of a Reliability Standard, and its eventual disposition by SERC. 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 SERC 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.

(c) 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
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disclosure is required, 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 SERC 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 a disposition 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 SERC’s dispositions based on the following criteria:

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

(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 SERC 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. SERC may submit a disposition requiring NERC approval
that has been rejected by NERC, or a revised disposition following a rejection, 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 SERC’s

disposition of a Possible Violation, Alleged Violation, or Confirmed Violation shall be made by
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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 penalties imposed by SERC as a result of a decision by SERC’s
Hearing Body shall be filed with, heard by and disposed of by, NERC in accordance with the
NERC Rules of Procedure.

(f) SERC 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) SERC 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) As part of its compliance monitoring and enforcement program, SERC 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 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) As often as NERC deems necessary, but no less than every five years, NERC shall
review SERC’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.

() SERC may also perform compliance monitoring and enforcement activities outside
of the Region shown on Exhibit A, on behalf of NERC and/or other Regional Entities, such
activities to be undertaken pursuant to a contract between SERC and each such other

Regional Entity that is approved by NERC and by the Commission.
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7. Delegation-Related Activities.

NERC will engage SERC 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. SERC 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 criteria for registration of owners, operators,
and users of the Bulk-Power System as Registered Entities and shall apply the registration
criteria to register owners, operators and users of the Bulk-Power System as Registered
Entities.

(i) NERC shall maintain a registration database of Registered Entities, based
on data and information provided by SERC and other Regional Entities. SERC shall provide
timely and accurate information relating to registrations to NERC, on at least a monthly basis,
to enable NERC to maintain a registration 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) Reliability Assessment and Performance Analysis. SERC 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. SERC 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
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shall be used by SERC and other Regional Entities in carrying out their responsibilities under
this subsection (c).

(d) Event Analysis and Reliability Improvement. SERC shall conduct event analysis
pursuant to the NERC Rules of Procedure and applicable governmental regulations. NERC
and SERC 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, SERC shall disseminate to the electric industry lessons
learned and other information obtained or resulting from event analysis.

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

(f) Situation Awareness and Infrastructure Security.

(i) SERC 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) SERC 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 Performance 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 SERC’s performance of its Delegated Authority and related
activities pursuant to this Agreement. It is the intent of NERC and SERC that matters relating
to NERC’s oversight of SERC’s performance of its Delegated Authority and related activities
shall be established or resolved by collaboration between NERC and SERC 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.

(a) (i) NERC shall develop, in collaboration with SERC and other Regional Entities,

performance goals, measures and other parameters (including, without limiting the scope of
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such goals, measures and parameters, financial performance goals, measures and
parameters), and performance reports, which shall be used to measure NERC’s and SERC’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. SERC shall provide data, information and reports
to NERC, in accordance with established schedules, to enable NERC to calculate SERC’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 SERC’s performance of its delegated functions and related
activities and to provide advice and direction to SERC on performance improvements. The
performance goals, measures and other parameters and the values of such goals, measures
and parameters, shall be reviewed by NERC, SERC 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, SERC 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 SERC'’s
performance against the performance goals, measures and parameters, or performance of
specific activities, to be unsatisfactory, provided, that prior to requiring SERC to adopt and
implement an action plan or other remedial action, NERC shall issue a notice to SERC of the
need and basis for an action plan or other remedial action and provide an opportunity for SERC
to submit a written response contesting NERC’s evaluation of SERC’s performance and the
need for an action plan. SERC 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 SERC shall work collaboratively as needed in the development and implementation
of SERC'’s action plan. A final action plan submitted by SERC 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-pubilic.

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

(c) (i) NERC may issue directives to SERC concerning the manner in which SERC
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
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considered “directives.” NERC shall initiate the development of a directive through a
collaborative process with SERC 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 a period of time that is reasonable under the circumstances, NERC
and SERC 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), SERC 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 a directive by the NERC President, it shall be binding
upon, and shall be complied with by, SERC, subject to reasonable time periods for adoption,
implementation, and funding of any necessary resources. Upon request by SERC, the NERC
Board (or a committee of the Board to which the Board delegates appropriate authority) shall
review and shall confirm, revise or revoke any directive that was issued by the NERC President
without SERC’s agreement, provided, that SERC shall request such review within thirty (30)
days following issuance of the directive by the NERC President unless good cause can be
shown for a later request.

(iv) NERC and SERC 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 as to
whether the directive shall be made public, the NERC President shall decide whether the
directive will be made public, provided, that is the intent of the Parties that the NERC President
shall apply a presumption that directives should be made public, unless the NERC President
makes a written determination stating a specific reason for maintaining a particular directive as
non-public.

(d) In addition to the issuance of directives pursuant to subsection (c), the NERC Board
(or a Board committee to which the Board has delegated authority) may issue guidance or
directions as to the manner in which SERC, 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
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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. SERC, 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 SERC, 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 SERC performed by NERC shall be limited to an examination of
SERC’s compliance with this Agreement, NERC’s Rules of 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.

9. Funding.
SERC 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:

(a) SERC 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. SERC’s proposed
business plan and budget shall describe the activities necessary for, and provide a budget with
adequate resources for, SERC 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.
SERC'’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) SERC and NERC agree that the portion of SERC’s approved budget for the
functions and activities described in Sections 5, 6 and 7 and listed on Exhibit E that is to 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
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Load, or through such other formula as is proposed by SERC and approved by NERC and the
Commission. If SERC proposes to use a formula other than Net Energy for Load beginning in
the following year, SERC shall submit the proposed formula to 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 SERC to the Commission pursuant to the ERO
Regulations for such year.

(c) NERC shall determine that the assessments to fund the costs for its statutory
functions in its Commission-approved budget are first allocated fairly among the
Interconnections and regions according to the applicability of this work 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 SERC 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) SERC 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, as well as for all other activities of SERC, 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 SERC’s performance of its Delegated Authority and related
activities in accordance with SERC’s Commission-approved business plan and budget, in the
amount of SERC’s assessments to end users approved by the Commission. Exhibit E sets
forth the procedures and timing for billing and collecting SERC’s approved assessments from
end users and other entities and payment of the approved assessment amount to SERC,
unless otherwise modified and approved by NERC and the Commission. NERC shall not
impose any material obligation or requirement regarding the Delegated Authority upon SERC
that has not been provided for in an approved business plan and budget or an approved
amended or supplemental business plan and budget, without SERC’s consent.

(g) NERC shall develop, in consultation with the Regional Entities, a reasonable and

consistent system of accounts, with a level of detail and record keeping comparable to the
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Commission’s Uniform System of Accounts and sufficient to allow the Commission to compare
each Commission-approved NERC and SERC fiscal year budget with the actual results at the
NERC and Regional Entity levels. SERC 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) SERC 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) SERC shall submit audited financial statements annually, including supporting
materials, in a form provided by NERC no later than May 1 of the following year.

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

propose and implement an alternative use of penalty monies to 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. SERC 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 SERC from contracting with other entities to assist it in carrying out its
Delegated Authority, provided SERC 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
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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. Term and Termination.

(a) 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 SERC
continues to meet all applicable statutory and regulatory requirements necessary to maintain its
eligibility for delegation. If SERC 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 SERC 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 a term
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 a transition of SERC’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 SERC may

unilaterally terminate.
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(c) If any provision of this Agreement, or the application thereof to any person,
entity or circumstance, is held by a court or regulatory authority of competent jurisdiction to be
invalid, void, or unenforceable, or if a modification or condition to this Agreement is imposed by
a regulatory 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 SERC 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. SERC 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 a review of such action or inaction by the Commission. NERC and SERC shall not be
liable to one another for any damages whatsoever, including without limitation, direct, indirect,
incidental, special, multiple, consequential (including attorneys’ fees and litigation costs),
exemplary, or punitive damages arising out of or resulting from any act or omission associated
with the performance of the SERC’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
SERC or NERC is found liable for gross negligence or intentional misconduct, in which case
SERC 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.
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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 a court, administrative agency, or arbitration panel, in which event the recipient
hereby agrees to provide the Party that provided the Confidential Information with prompt
notice of such request or requirement in order to enable such issuing Party to (a) seek an
appropriate protective order or other remedy, (b) consult with the recipient with respect to
taking steps to resist or narrow the scope of such request or legal process, or (c) waive
compliance, in whole or in part, with the terms of this Section. 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 advises is legally required and to exercise best efforts to obtain assurance that
confidential treatment will be accorded to such Confidential Information. In addition, each Party
shall ensure that its officers, trustees, directors, employees, subcontractors and subcontractors’
employees, and agents to whom Confidential Information is exposed are under obligations of
confidentiality that are at least as restrictive as those contained herein. This confidentiality
provision does not prohibit reporting and disclosure as directed by NERC, as set forth in

Section 6 of this Agreement.
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. Amendments to 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 SERC
under this Agreement without first obtaining the consent of SERC, which consent shall not be
unreasonably withheld or delayed. To the extent SERC 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 SERC under this Agreement, SERC shall have the option,

exercisable no later than 60 days after issuance of such order, to terminate this Agreement.
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Such termination shall be effective one year following written notice by SERC to NERC and the

Commission, or at such other time as may be mutually agreed by SERC and NERC.

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

NERC and SERC (including disputes relating to NERC’s performance of its obligations under
this Agreement and/or disputes relating to SERC’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. SERC 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.

(a) 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 is invoking 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 a resolution 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
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(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 a resolution of the dispute is achieved by the Parties, it shall be memorialized in 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 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 is the 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 given in
writing to a Party at the address set forth below, or at such other address as a Party shall
designate for itself in writing in accordance with this Section, and shall be delivered by hand or

reputable overnight courier:

If to NERC: If to SERC:
North American Electric SERC Reliability Corporation
Reliability Corporation 2815 Coliseum Centre Drive
116-390 Village Blvd. Suite 500
Princeton, NJ 08540-5721 Charlotte, NC 28217
Attn: General Counsel Attn: President and CEO
Facsimile: (609) 452-9550 Facsimile: (704) 357-7914
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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.

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
SERC 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, as long 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 a lessening 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 as the 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 SERC RELIABILITY CORPORATION
RELIABILITY CORPORATION

By: By:

Name: Name:

Title: Title:

Date: Date:
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1.0 Regional Boundaries

The geographic boundaries of SERC Reliability Corporation (SERC) are determined by
the service areas of its membership, comprised of investor-owned utilities, municipal,
cooperative, state and federal systems, merchant electricity generators and power
marketers.

SERC covers an area of approximately 560,000 square miles in sixteen states: all of
Alabama, Georgia, Mississippi, North Carolina and South Carolina, and portions of
Arkansas, Florida, lllinois, lowa, Kentucky, Louisiana, Missouri, Oklahoma, Tennessee,
Texas and Virginia.

Service provided by SERC members in areas which overlap with neighboring regions:

e The area in southern lowa is served by N.E. Missouri Electric Power Cooperative, a
member of Associated Electric Cooperative, Inc., and N.W. Electric Power
Cooperative, a member of Associated Electric Cooperative, Inc.

e The area in eastern Oklahoma is served by KAMO Electric Cooperative, Inc., a
member of Associated Electric Cooperative, Inc.

e The area in Arkansas is served by Entergy Arkansas.

e The area in western Missouri is served by N.W. Electric Power Cooperative, a
member of Associated Electric Cooperative, Inc., and KAMO Electric Cooperative,
Inc., a member of Associated Electric Cooperative, Inc.

e The area in N.E. Florida (part of Baker and Nassau counties) served by Okefenoke
Rural Electric Membership Corporation (OREMC), a member of Georgia System
Operations Corporation, and facilities physically located in Baker County, Florida
owned by Georgia Transmission Corporation (GTC) are part of the SERC Region
and not the FRCC Region.

A regional map is shown in Section 1.1.

SERC may also perform compliance and enforcement activities outside of the Region,
on behalf of NERC and/or other Regional Entities, such activities to be undertaken
pursuant to a contract between the Regional Entities that is approved by the Board
Executive Committee, NERC and the Federal Energy Regulatory Commission.
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Regional Boundaries

1.1 SERC Regional Map
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Exhibit B — Governance

Exhibit B sets forth SERC Reliability Corporation’s bylaws, which NERC agrees
demonstrate that SERC meets the following criteria:

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

CRITERION 2: The Regional Entity has established rules that assure its independence
of the users and owners and operators of the bulk power system, while assuring fair
stakeholder representation in the selection of its directors. (Federal Power Act 8
215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order No. 672 at 1 699, 700.)

CRITERION 3: If the Regional Entity has members, the Regional Entity has established
rules that assure that its membership is open, that it charges no more than a nominal
membership fee and agrees to waive the fee for good cause shown, and that
membership is not a condition for participating in the development of or voting on
proposed Regional Reliability Standards. (Federal Power Act § 215(c)(2)(A) and (e)(4),
18 C.F.R. § 39.8(c)(2), Order No. 672 at 11 170-173.)

CRITERION 4: The Regional Entity has established rules that assure balance in its
decision-making committees and subordinate organizational structures and assure no
two industry sectors can control any action and no one industry sector can veto any
action. (Federal Power Act § 215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order No.
672 at 1 728.)

CRITERION 5: The Regional Entity has established rules that provide reasonable
notice and opportunity for public comment, due process, openness, and balance of
interests in exercising its duties. (Federal Power Act 8§ 215(c)(2)(D) and (e)(4), 18
C.F.R. 8 39.8(c)(2).)
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AMENDED AND RESTATED
BYLAWS
OF

SERC RELIABILITY CORPORATION
[Hereinafter referred to as the “Corporation”]

A North Carolina Nonprofit Corporation

ARTICLE I - OFFICES

1.1  Principal Office. The principal office of the Corporation shall be located
in the City of Charlotte, Mecklenburg County, North Carolina. The Board of Directors
may by resolution change the location of this office from time to time.

1.2 Other Offices. The Corporation may have other offices at such place or
places as the Board of Directors may from time to time appoint or the business of the
Corporation may require.

ARTICLE Il - MEMBERSHIP

2.1 General. The Corporation shall be a membership corporation. Entities
that meet the eligibility requirements and apply for membership in the Corporation shall
hereinafter be referred to individually as a “Member Company” and collectively as
"Member Companies".

2.2  Eligibility. Membership in the Corporation is open to any entity in the
SERC Region that is a user, owner or operator of the Bulk Power System and is subject
to the jurisdiction of the Federal Energy Regulatory Commission for the purpose of
complying with Reliability Standards established under Section 215 of the Federal
Power Act and all amendments thereto. Membership in the Corporation is voluntary;
however, membership is predicated on mandatory acceptance of the responsibility to
promote, support, and comply with Reliability Standards of the Corporation and the
North American Electric Reliability Corporation ("NERC"), and to assist the Corporation
in its compliance with the terms and provisions of a Delegation Agreement (a
“Delegation Agreement”) with NERC, by which NERC delegates authority to propose
and enforce Reliability Standards, pursuant to 16 U.S.C. § 8240 or the corresponding
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provisions of any subsequent U.S. Code revisions.

2.3 Termination. A Member Company may terminate its membership in the
Corporation by giving the Board of Directors at least thirty (30) days written notice of its
intent to terminate such membership (such Member Companies shall hereinafter be
referred to as "Terminated Member Companies”). Terminated Member Companies
shall nevertheless continue to be liable for any and all obligations incurred prior to the
end of the calendar year in which such notice is given, including, but not limited to, the
obligation to pay a pro rata share of any Corporation expense. In addition to termination
of membership by the Member Company, the Board of Directors, following notice to the
Member Company, may terminate the membership of a Member Company if in the
judgment of the Board of Directors that Member Company has violated its obligations
and responsibilities to the Corporation. The termination of the membership of a
Member Company by the Board of Directors shall require a Supermajority vote, as
defined in these Bylaws.

2.4  Sectors. Each Member Company shall be classified by the Executive
Committee in one of the following seven (7) Sectors (each a “Sector”, and collectively,
the “Sectors”):

(@) Investor-Owned Utility Sector — This Sector includes any investor-
owned entity with substantial business interest in ownership and/or
operation in any of the asset categories of generation, transmission
or distribution.

(b) Federal/State Sector — This Sector includes any U.S. federal entity
that owns and/or operates electric facilities and/or provides
balancing authority services, in any of the asset categories of
generation, transmission, or distribution; or any entity that is owned
by or subject to the governmental authority of a state and that is
engaged in the generation, delivery, and/or sale of electric power to
end-use customers primarily within the political boundaries of the
state.

(c) Cooperative Sector — This Sector includes any non-governmental
entity that is incorporated under the laws of the state in which it
operates, is owned by and provides electric service to end-use
customers at cost, and is governed by a board of directors that is
elected by the membership of the entity; and any non-governmental
entity owned by and which provides generation and/or transmission
service to such entities.

(d) Municipal Sector — This Sector includes any entity owned by or
subject to the governmental authority of a municipality, that is
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engaged in the generation, delivery, and/or sale of electric power to
end-use customers primarily within the political boundaries of the
municipality; and any entity, whose members are municipalities,
formed under state law for the purpose of generating or purchasing
electricity for sale at wholesale to their members.

(e) Marketer Sector— This Sector includes any entity that is engaged in
the activity of buying and selling of wholesale electric power in the
SERC Region on a physical or financial basis.

() Merchant Electricity Generator Sector — This Sector includes any
entity that owns or operates an electricity generating facility or
provides balancing authority services for such entities. This
includes, but is not limited to, small power producers and all other
non-utility producers such as exempt wholesale generators who sell
electricity at wholesale.

(9) ISO-RTO Sector — This Sector includes any entity that operates a
FERC approved ISO or RTO.

The Executive Committee’s classification of a Member Company in a particular Sector
may only be changed by the Executive Committee.

2.5 Transfer of Membership. A Member Company may not give or
otherwise transfer its membership, except to a successor that becomes a Member
Company in accordance with the terms and conditions of these Bylaws, and provided
that the successor continues to meet its predecessor’s obligations.

ARTICLE Ill - PURPOSES

3.1 General Purposes. The purpose of the Corporation is to promote
effective and efficient administration of Bulk Power System reliability in the SERC
Region, as defined in Section 3.2. In pursuit of this goal, the Corporation shall:

(@) enter into a Delegation Agreement to serve as a Regional Entity
pursuant to 16 U.S.C. § 8240 or the corresponding provisions of
any subsequent U.S. Code revisions;

(b) promote the development of reliability and adequacy arrangements
among the systems in the SERC Region;
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(c) participate in the establishment of Reliability Standards;

(d) participate in the measurement of performance relative to these
Reliability Standards;

(e) promote conformance to and compliance with these Reliability
Standards;

() develop and exchange information with respect to planning and
operating matters relating to the reliability and adequacy of the Bulk
Power System;

(9) review as necessary activities in the SERC Region on reliability and
adequacy in order to meet Reliability Standards;

(h)  provide a mechanism to resolve disputes on reliability issues in a
manner that meets the needs of the parties and the SERC Region;
and

0] provide information with respect to matters considered by the
Corporation, where appropriate, to the Federal Energy Regulatory
Commission ("FERC") and to other federal and state agencies
concerned with reliability and adequacy.

3.2 Geographic _Area. The Corporation accomplishes its purposes in a
geographic area (the “SERC Region”) that is defined in Exhibit A of the Amended and
Restated Delegation Agreement Between North American Electric Reliability
Corporation and SERC Reliability Corporation. .

3.3  Other Statutory Functions. The Corporation may also perform statutory
functions outside of the SERC Region, on behalf of NERC or other Regional Entities.
The Corporation may undertake such activities pursuant to a contract that is approved
by the Executive Committee.

ARTICLE IV - BOARD OF DIRECTORS

4.1 General Powers. The affairs of the Corporation shall be managed by its
Board of Directors except as otherwise provided in these Bylaws.

4.2 Composition and Eligibility. The Board of Directors shall be comprised
of no fewer than three (3) Directors and no more than two (2) Customer Advisors.
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Each Director shall be the principal officer or other authorized employee from a Member
Company or a company that controls, is controlled by, or is under common control with
such Member Company (an “affiliated entity”). Each Member Company may appoint
one (1) Director to the Board of Directors. Each Director shall serve until otherwise
replaced by the applicable Member Company. Each Member Company may designate
one (1) alternate Director, who shall be a principal officer or other authorized employee
from the Director's Member Company or an affiliated entity, to serve in the place of the
Member Company’s Director at any meeting of the Board of Directors (an “Alternate
Director”). Directors may not otherwise use proxy votes. Any vacancy occurring among
the Directors or Alternate Directors shall be filled by the applicable Member Company.

Each Customer Advisor shall be a person who is (i) employed by an entity that receives
service at retail and does not otherwise sell, purchase, or transmit power over the Bulk
Power System or own, operate or maintain, control or operate facilities or systems that
are part of the Bulk Power System; (ii) a state public utility commission representative;
or (iii) any other customer advocate. Should the Board of Directors not include two (2)
Customer Advisors, the Board of Directors may elect additional Customer Advisors to fill
such vacancies. The term of these Customer Advisors shall be for a two (2) year
period.

The Chair of FERC and the chair or president of any State Utility Commission in a state
in which electric service is provided by a Member Company of the Corporation shall be
invited to designate an observer to attend meetings of the Board.

4.3 Regular Meetings of the Board. Unless otherwise determined by the
Chair, a regular meeting of the Board of Directors shall be held without other notice than
these Bylaws on the fourth Wednesday in the months of April and October in each year.
Notwithstanding the foregoing, the Chair may elect to hold a regular semi-annual
meeting of the Board of Directors on another date provided that the Board receives at
least ten (10) days advance notice. If the day fixed for the meeting shall be a legal
holiday in the State of North Carolina, the meeting shall be held on the next succeeding
business day. The Board of Directors may designate any place as the place of meeting
for any meeting. The Board of Directors may provide by resolution the time and place
for the holding of additional regular meetings of the Board without other notice than the
resolution. Directors or any committee designated by the Board of Directors may
participate in such Board or committee meetings by means of a telephone conference,
webcast or any other communication by means of which all persons participating in the
meeting can hear each other at the same time, and participation by such means shall
constitute presence in person at such meeting.

4.4  Special Meetings of the Board. Special meetings of the Board of
Directors may be called at the request of the Chair, or by Directors holding twenty
percent (20%) or more of the Individual Votes. The Chair may fix any place as the
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place for holding any special meeting of the Board.

4.5 Notice of Special Meetings. Notice of any special meeting of the Board
of Directors shall be given at least two (2) days prior to the special meeting by written
notice delivered personally, or sent by mail or electronic mail to each Director at the
address as shown by the records of the Corporation. If mailed, such notice shall be
deemed to be delivered when deposited in the United States mail in a sealed envelope
so addressed, with postage prepaid. If sent by electronic mail, such notice shall be
deemed to be delivered when sent via electronic mail. Any Director may waive notice of
any meeting. The attendance of a Director at any meeting shall constitute a waiver of
notice of such meeting, except where a Director attends a meeting for the express
purpose of objecting to the transaction of any business because the meeting is not
lawfully called or convened. Neither the business to be transacted at, nor the purpose
of, any special meeting of the Board need be specified in the notice or waiver of notice
of such meeting, unless specifically required by law or by these Bylaws.

4.6 Election of Board Officers and Executive Committee. Biennially, at the
April meeting, the Board of Directors shall elect Board Officers from among the
Directors for the positions of Chair, Vice Chair, and Secretary-Treasurer, each for a
term of two (2) years beginning on July 1st after the election. No Director may serve in
more than one (1) Board Officer position at the same time. The Chair shall conduct all
meetings and shall be responsible for the preparation of the agenda. In the Chair's
absence, the Vice Chair shall serve as acting Chair. In the event that a Board Officer
cannot complete his or her term, the Board of Directors may hold a special election to
elect a replacement Board Officer for the remainder of the unexpired term.

At the same time, the Board shall also approve representatives to the Executive
Committee nominated by the Sectors to serve for a period of two (2) years. Each
Sector may also elect alternates to the Executive Committee, and, if a Sector has more
than one (1) representative on the Executive Committee, such Sector shall designate
the priority of succession by such alternates.

4.7 Agenda. As far in advance of each regular and special meeting as
practical, an agenda shall be distributed to each Director and Customer Advisor.

4.8 Voting Definitions.

(@  "Adjusted Weighted Vote" shall mean the number of votes of each
Director determined in the manner set forth in Section 4.9 hereof.

(b) "Simple Majority" shall require the presence of a quorum and the
(i) concurrence of Directors whose combined Individual Votes are
greater than fifty percent (50%) of the total Individual Votes of all
Directors present at the meeting and entitled to vote on the issue
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(the “Individual Vote Test"), (ii)) concurrence of Directors whose
combined Adjusted Weighted Votes are greater than fifty percent
(50%) of the total Adjusted Weighted Vote of all Directors at the
meeting and entitled to vote on the issue (the “Adjusted Weighted
Vote Test”), and (iii) for at least one of the Individual Vote Test or
the Adjusted Weighted Vote Test, on an individual Sector basis, the
positive vote shall outweigh the negative vote for at least three
Sectors.

(c) "Supermajority” shall require the presence of a quorum and the
concurrence of (i) Directors whose combined Individual Votes equal
or exceed two-thirds (2/3) of the total Individual Votes of all
Directors present at the meeting and entitled to vote on the issue,
provided that a quorum is present, and (ii) Directors whose
combined Adjusted Weighted Votes are greater than two-thirds
(2/3) of the total Adjusted Weighted Vote of all Directors present at
the meeting and entitled to vote on the issue.

(d) “Individual Vote" shall mean a single vote accorded to each
Director.

(e) "Given Year" shall mean the applicable fiscal year for which the
Adjusted Weighted Votes are calculated.

() "Reporting Year" shall mean the fiscal year immediately preceding
the Given Year.

(@) "Previous Year" shall mean the fiscal year immediately preceding
the Reporting Year.

4.9 Determination of Adjusted Weighted Vote. The Directors’ Adjusted
Weighted Votes for a Given Year shall be determined by the following formula:

V = 10(1/N) + 30(B/C) + 30(D/E) + 30(F/G)
V = % of Adjusted Weighted Vote
N = total number of Member Companies
B = Member Company’s Previous Year internal peak demand
C = total of factor B for all Member Companies

D = Member Company’s owned generating capacity as of January
Approved by the Board of Directors on October 26, 2011 7



1 of the Reporting Year

E = total of factor D for all Member Companies

F = Member Company’s sum of circuit miles of transmission times
the respective operating voltage for facilities of 69 kV and above as
of December 31 of the Previous Year

G = total of factor F for all Member Companies

4.10 Voting; Manner of Acting; Voting Rights: Quorum; Proxies.

@) Except as otherwise provided in these Bylaws, all actions by the
Board of Directors require approval by a Simple Majority vote.

(b) A motion shall be deemed to have passed if it passes either:

) the Individual Vote Test; or
(i) the Adjusted Weighted Vote Test;

and, for purposes of the failed test (any test that is not satisfied), on
an individual Sector basis, the positive votes outweigh the negative
votes in every Sector but one.

(c) Directors holding two-thirds (2/3) of the Individual Votes shall
constitute a quorum for action by the Board. If Directors holding
less than two-thirds (2/3) of the Individual Votes are present at the
meeting, a majority of the Directors present may adjourn the
meeting from time to time without further notice.

(d) The intent of Section 4.8(b)(iii) and Section 4.10(b) is to ensure that
no two Sectors should be able to control any decision and that a
single Sector should not be able to veto any matter, respectively
(other than amendments to these Bylaws). In the event that either
of the foregoing shall nevertheless occur, the Member Companies
shall promptly revise the provisions of these Bylaws so that no two
Sectors shall be able to control any decision and no single Sector
shall be able to veto any matter.

4.11 Compensation. Directors shall not receive any compensation from the
Corporation for their services to the Corporation.

4.12 Informal Action by Directors. Any action required by law to be taken at
a meeting of Directors, or any action which may be taken at a meeting of Directors, may
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be taken without a meeting if all of the Directors consent in writing to the action so
taken.

4.13 Duties. The Board of Directors shall have the exclusive responsibility to:
(@)  Authorize distributions;

(b) Recommend to members or approve dissolution, merger or the
sale, pledge or transfer of substantially all of the corporation’s
assets;

(c) Fill vacancies on any of the Board’s committees;
(d)  Adopt, amend, or repeal the Articles of Incorporation or Bylaws;

(e) Form or dissolve committees of the Board as it deems necessary to
carry out the business of the Corporation; and

() Resolve any disputes regarding the Member Companies and the
Corporation, if those issues cannot be resolved by the standing
committees or subcommittees of the Corporation and are not
otherwise subject to NERC'’s dispute provisions for non-compliance
with Reliability Standards.

ARTICLE V - CORPORATE OFFICERS

5.1 Corporate Officers. The Board of Directors shall appoint a President &
Chief Executive Officer, Vice President, Secretary, and Treasurer of the Corporation.
Two (2) or more of such offices may be held by the same person, except for the offices
of President & Chief Executive Officer and Secretary. The Board of Directors may
appoint such other officers and assistant officers as it deems necessary.

5.2 President & Chief Executive Officer. The President shall be the Chief
Executive Officer of the Corporation and shall manage the operations of the Corporation
to the end that its purposes shall be accomplished. The Board Officers shall determine
the compensation and benefits for the President & Chief Executive Officer (President).
The President shall:

(@) Attend all Board of Directors meetings of the Corporation and
NERC Stakeholder and Board of Trustees, meetings, as
appropriate;
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(b)  Assist and coordinate the preparation of testimony and reports;

(©) Coordinate subregional activities and interregional affairs, to include
data collection;

(d) Install and maintain an adequate system of accounts and records;
(e)  Arrange for meetings as directed;
() Assist the Corporation Committee Chairs as appropriate;

(9) Manage the business affairs of the Corporation, including the
Corporation staff;

(h) Maintain minutes of all the Corporation-related meetings; and

0] Provide other assistance to the Corporation and NERC, as
appropriate.

5.3 Vice President. The Vice President shall perform such duties and
exercise such powers as may be assigned to him or her from time to time by the Board
of Directors, the Executive Committee, or the President. In the absence of the
President, or in the case of the President’s inability to act, the Vice President shall
perform the duties and exercise the powers of the President, but subject to the control
of the Board of Directors and the Executive Committee. The Board Officers shall
determine the compensation and benefits of the Vice President.

5.4  Secretary. The Secretary shall be custodian of the records and of the
seal of the Corporation and in general shall perform all duties incident to the office of
Secretary and such other duties as may, from time to time, be assigned to him or her by
the Board of Directors, the Executive Committee, or the President.

5.5 Treasurer. The Treasurer shall have charge and custody of, and be
responsible for, all funds and securities of the Corporation and deposit all such funds in
the name of the Corporation in such banks, trust companies, or other depositaries as
shall be selected in accordance with the provisions of these Bylaws; and in general,
perform all of the duties incident to the office of Treasurer and such other duties as from
time to time may be assigned to him or her by the Board of Directors, the Executive
Committee, or the President.
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ARTICLE VI - EXECUTIVE COMMITTEE

6.1 Executive Committee Representatives. The Executive Committee shall
be comprised of twelve (12) Sector representatives from the Board of Directors,
consisting of:

(@ The Investor-Owned Utility Sector shall have three (3)
representatives;

(b)  The Federal/State Sector shall have two (2) representatives;
(c) The Cooperative Sector shall have two (2) representatives;
(d)  The Municipal Sector shall have two (2) representatives;

(e)  The Marketer Sector shall have one (1) representative;

) The Merchant Electricity Generator Sector shall have one (1)
representative; and

(@) The ISO-RTO Sector shall have one (1) representative.

It is the desire of the Board of Directors that the Cooperative and Municipal sectors
have representation from both transmission dependent and transmission owning
Members. Each Sector shall be responsible for nominating their representative(s)
and alternates from among the Directors. The Chair of the Board shall serve as Chair
of the Executive Committee and shall conduct all meetings and shall be responsible for
the preparation of the agenda. In the event that a representative on the Executive
Committee is unable to complete a term, the Sector’'s alternate shall replace such
representative.

6.2 Ex Officio Representatives. The Chair, Vice Chair, and Secretary-
Treasurer of the Board of Directors shall also be ex officio representatives on the
Executive Committee, but shall not have voting rights unless such Board Officer is also
elected by a Sector to the Executive Committee pursuant to Section 6.1 above.

6.3 Authority of Executive Committee. Except as limited by Section 55A-8-
25 of the North Carolina Nonprofit Corporation Act and Section 4.13 of these Bylaws,
the Executive Committee is empowered to make all such decisions and take such
actions as are deemed to be necessary for the operation of the Corporation.

6.4 Action. Each voting representative on the Executive Committee shall
have one vote. The presence of three-quarters (3/4) of the voting representatives on
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the Executive Committee shall constitute a quorum. The positive vote of two-thirds (2/3)
of Executive Committee voting representatives present and voting is hecessary to pass
a particular action.

ARTICLE VIl - OTHER COMMITTEES

7.1 Designation by Board. The Board of Directors, by resolution adopted by
a Simple Majority vote, may designate Board committees and standing committees, as
shall be necessary to address the purposes of the Corporation. Each Board committee
shall have at least two Directors among its members.

7.2 Rules for Governance. Each committee shall adopt rules for its own
governance that are not inconsistent with these Bylaws, rules adopted by the Board of
Directors, applicable NERC or FERC rules or regulations, or applicable state or federal
laws. Each committee shall maintain its rules for governance in a written scope
document that is approved by the Board of Directors.

7.3 Ad-Hoc Support Committees. The Board or its committees may, from
time to time, appoint ad-hoc committees to research and/or advise it on compliance or
technical issues or matters, among other things. Such ad-hoc committees may be
formed on an as-needed basis and may vary in makeup depending on the needs of the
Board or its committees.

ARTICLE VIII - MISCELLANEOUS

8.1 Conflicts of Interest. All Directors, Alternate Directors, Customer
Advisors, and Board committee representatives shall comply with the Corporation’s
Standards of Conduct policy that prohibits conflicts of interest, as such conflicts could
cast doubt on the ability of such persons to act with total objectivity with regard to the
overall interests of the Corporation.

8.2 Contracts. The Board of Directors may authorize any officer or agent of
the Corporation, in addition to the officers so authorized by these Bylaws, to enter into
any contract or execute and deliver any instrument in the name of and on behalf of the
Corporation, and such authority may be general or confined to specific instances.

8.3 Checks, Drafts, etc. All checks, drafts, or orders for the payment of
money, notes or other evidences of indebtedness issued in the name of the
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Corporation, shall be signed by an authorized officer or agent of the Corporation and in
such manner as shall from time to time be determined by resolution of the Executive
Committee. In the absence of such determination by the Executive Committee, such
instruments shall be signed by the Board's Secretary-Treasurer, the Corporation’s
President, or the Corporation’s Finance Director, as stipulated by the Executive
Committee. The Corporation’s Finance Director may arrange audits of financial
records, sign appropriate documents, and perform such duties normally performed by
the Board’s Secretary-Treasurer, except duties assigned to the Corporation’s President.

8.4 Deposits. All funds of the Corporation shall be deposited from time to
time to the credit of the Corporation in such banks, trust companies, or other
depositories as the Corporation’s President may select.

8.5 Books and Records. The Corporation shall keep correct and complete
books and records of account and shall also keep minutes of the proceedings of the
Board of Directors and committees having any of the authority of the Board of Directors,
and shall keep at its registered or principal office a record giving the names and
addresses of the Directors. All books and records of the Corporation may be inspected
by any Director, or agent or attorney representing any Director, for any proper purpose
at any reasonable time.

8.6 Seal. The corporate seal shall be in circular form and shall have inscribed
thereon the name of the Corporation, the words "Corporate Seal", and such other word
or words, if any, as may be determined by the Board of Directors to be inscribed
thereon.

8.7 FEiscal Year. The fiscal year of the Corporation shall begin on the first day
of January and end on the last day of December in each year.

ARTICLE IX - EXPENSES

9.1 Allocation of Specific Expenses. The expenses of Directors and Board
Officers shall be borne by that person's regular employer.

9.2  Statutory Functions. The Corporation anticipates that as a general rule
all of its expenses shall be incurred in the furtherance of statutory activities pursuant to
Section 215 of the Federal Power Act, and that all such expenses shall be funded by
NERC, subject to FERC approval.

9.3 Non-Statutory Functions. Notwithstanding Section 9.2, the Board of
Directors may from time to time authorize the Corporation to participate in non-statutory
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activities (i.e., activities not described in Section 215 of the Federal Power Act). In the
event that the Corporation proposes to engage in non-statutory activities, such activities
shall be identified in the Corporation’s annual business plan that is submitted to NERC
and, if approved by NERC, shall be submitted to FERC for approval in advance of
engaging in such non-statutory activities. The expenses incurred by the Corporation for
any such approved non-statutory activities shall be allocated by the Board of Directors
to the beneficiaries of such activities on a basis proposed in the business plan
submitted for NERC and FERC approval.

ARTICLE X - DISPUTE RESOLUTION PROCESS

10.1 Dispute Resolution. All disputes regarding non-compliance with
Reliability Standards shall be handled in accordance with the NERC Rules of
Procedure. The organizational units of the Corporation shall deal with all other disputes
within the framework of their respective organizations. For such other disputes,
Member Companies of the Corporation are encouraged to utilize the appropriate
Dispute Resolution Process within the Corporation prior to seeking resolution at NERC,
FERC, or with legal counsel.

ARTICLE Xl - DISSOLUTION

11.1 Dissolution. The Corporation may be voluntarily dissolved upon
unanimous consent of its Member Companies, and in accordance with Section 55A-14-
02 of the North Carolina Nonprofit Corporation Act, as amended from time to time.

11.2 Distribution of Assets. Upon dissolution of the Corporation as provided
in Section 11.1, the residual assets, after payment of all just obligations, shall be
distributed exclusively to organizations which are exempt from federal income tax under
Section 501(c)(3) of the Internal Revenue Code, or corresponding provisions of any
subsequent federal tax laws, as the Board of Directors shall determine, or to federal,
state, or local governments to be used exclusively for public purposes.
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ARTICLE Xl - WAIVER OF NOTICE

12.1 Waiver. Whenever any notice is required to be given under the provisions
of the North Carolina Nonprofit Corporation Act or under the provisions of the articles of
incorporation or the Bylaws of the Corporation, a waiver thereof in writing signed by the
person or persons entitled to such notice, whether before or after the time stated
therein, shall be deemed equivalent to the giving of such notice.

ARTICLE XIlII - INDEMNIFICATION

13.1 Indemnification of Directors, Committee Members, Officers,
Employees and Agents. Every person who is, or has served as, a Director, committee
member, Officer, Director by virtue of serving as an Alternate Director, employee, or
agent of the Corporation shall be indemnified by the Corporation in the manner and to
the extent authorized by the North Carolina Nonprofit Corporation Act. The foregoing
rights of indemnification shall be without prejudice to any other rights to which any such
Director, committee member, Officer, Alternate Director, employee, or agent may be
entitled as a matter of law.

ARTICLE XIV - AMENDMENT OF THE BYLAWS

14.1 Amendment of the Bylaws. After a request by twenty percent (20%) of
the Board of Directors or an affirmative vote of the Executive Committee, a proposal to
amend the Bylaws shall be put before the Board of Directors at any regular or special
meeting for a vote. Copies of the proposed amendments shall be distributed to the
Board of Directors at least thirty (30) days before the meeting at which they are to be
considered. An amendment to the Bylaws shall be adopted after being approved by a
Supermajority vote of the Board of Directors, provided that a quorum is present.
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Exhibit C — Regional Standard Development Procedure

Exhibit C sets forth SERC Reliability Corporation’s standards development
procedure, which NERC agrees meets the following common attributes:

COMMON ATTRIBUTE 1

Proposed regional reliability standards shall be subject to approval by NERC, as
the electric reliability organization, and by FERC before becoming mandatory and
enforceable under Section 215 of the FPA [add reference to any applicable
authorities in 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 a regional difference that addresses matters that the
continent-wide reliability standard does not, or shall be a regional difference
necessitated by a physical difference in the bulk power system. A regional
reliability standard that satisfies the statutory and regulatory criteria for approval
of proposed North American reliability standards, and that is more stringent than
a continent-wide reliability standard, would generally be acceptable.

COMMON ATTRIBUTE 3

[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 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.
Additionally, any entity (person, organization, company, government agency,
individual, etc.) that is directly and materially affected by the reliability of the bulk
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power system in the [Regional Entity Name] area shall be allowed to request a
regional reliability standard be developed, modified, or withdrawn.

COMMON ATTRIBUTE 5

[Standards or 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 6A [REGISTERED BALLOT BODY APPROACH]

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 has its 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 a standard request identified in step 1 [SERC
Step 4], notice of comment posting period identified in step 4 [SERC Step 7], and
notice for vote identified in step 5 [SERC Step 9] 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 detalil
to clearly define the purpose, scope, impacted parties, and other relevant
information of the proposed standard.

COMMON ATTRIBUTE 9

Within [no greater than 60] days of receipt of a completed standard request, the
[standards] committee shall determine the disposition of the standard request.
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COMMON ATTRIBUTE 10

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

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

¢ Reject 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 development, modifying the recommendations of the standards
process manager as the committee deems appropriate, and assign development
of the proposed standard to the drafting team.

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 a
no 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
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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 a result 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
concurs that 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 is issued.

COMMON ATTRIBUTE 16

The standards process manager shall schedule a vote 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

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] 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.

COMMON ATTRIBUTE 18

The [standards] committee may not itself modify the standard without issuing a
new notice to stakeholders regarding a vote of the modified standard.
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COMMON ATTRIBUTE 19

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

COMMON ATTRIBUTE 20

Under no circumstances may the board substantively modify the proposed
regional reliability standard.

COMMON ATTRIBUTE 21

Once a regional 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 a regional 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
barriers to 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 development 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 a direct and material interest in the bulk power system in the
[Regional Entity Name] area shall have a right to participate by: a) expressing a
position and its basis, b) having that position considered, and c) having the right
to appeal.

COMMON ATTRIBUTE 25
Fair due process — The regional 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
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standard, a public comment period on the proposed standard, due consideration
of those public comments, and a ballot of interested stakeholders.

COMMON ATTRIBUTE 26

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

COMMON ATTRIBUTE 27
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 a necessity
for electricity markets, and robust electricity markets can support reliability.
Recognizing that bulk power system reliability and electricity markets are
inseparable and mutually interdependent, all regional reliability standards shall
be consistent with NERC’s market interface principles. Consideration of the
market interface principles is intended to ensure that standards are written such
that they achieve their reliability objective without causing undue restrictions or
adverse impacts on competitive electricity markets.

COMMON ATTRIBUTE 30

To ensure uniformity of regional reliability standards, a regional 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. This discipline is necessary to achieving standards
that are measurable, enforceable, and consistent.

COMMON ATTRIBUTE 31
All mandatory requirements of a regional 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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COMMON ATTRIBUTE 32

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 [Regional 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

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 as is practical. It is important to realize that measures are
proxies to assess required performance or outcomes. Achieving the measure
should be a necessary and sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s) to which it applies.

COMMON ATTRIBUTE 34

Defines for each measure:

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

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

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

e The entity that is responsible for evaluating data or information to assess
performance or outcomes.

e The time period in which performance or outcomes is measured,
evaluated, and then reset.

e Measurement data retention requirements and assignment of
responsibility for data archiving.
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SERC Regional Reliability Standard Development Procedure

Revision History

Revision | Date Comments
0 October 25, 2006 Document Origination
1 October 10, 2007 Document revised to change to a registered ballot

body approach to approve standards, changed
“Manager of Reliability Services” to Manager of
Reliability Standards,” changed the RSS meeting
notice period to 21 days, changed the review period for
this procedure from five to three years, and moved
from the Standing Committee Executive Committees to
the SERC Standards Committee the ability to remand
a SAR back to the Requester for additional work.

2 Ballot pool approved: Update to 1) address document three-year review and
September 29, 2011 reapproval requirements; 2) address issues identified
SERC Board Executive dur_ln_g the S'ERC 2009 audit by !\IERC; 3) make

: , revisions to improve process efficiency and reduce the
Committee Approved: . . . )
December 14. 2011 time reqwreq to develop a regional standard; 4) ensure

’ alignment with the NERC Standard Processes Manual,

Revision 1 dated November 2010; and 5) changed the
review period for this procedure back from three to five
years.

Responsible SERC Group(s)
SERC Standards Committee (SC)

Review and Reapproval Requirements
This document will be reviewed every five years or as appropriate by the SERC
Standards Committee for possible revision

List of Appendices

Appendix A: Stakeholder Representation

Appendix B: Principles, Characteristics, and Special Procedures

Appendix C: SERC Regional Reliability Standard Authorization Request Form
Appendix D: Elements of a SERC Regional Reliability Standard

Appendix E: Comment Form for Draft SERC Regional Reliability Standard
Appendix F: SERC Consideration of Comments Form

Appendix G: SERC Process Flow Diagram
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SERC Regional Reliability Standard Development Procedure

Introduction

This procedure defines the process for development, revision, reaffirmation, and
withdrawal of a regional reliability standard by the SERC Reliability Corporation (SERC).
SERC is a regional entity authorized through an approved delegation agreement with
the North American Electric Reliability Corporation (NERC) to propose regional
reliability standards in accordance with Section 215 of the Federal Power Act (FPA), the
U.S. Federal Energy Regulatory Commission (FERC) Order No. 672, and Section 39 of
Title 18 of the U.S. Code of Federal Regulations (18 C.F.R. § 39).

SERC Regional Reliability Standards apply to the planning, operation, and critical
infrastructure protection of the Bulk Electric System in the SERC Region. Proposed
SERC 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. No SERC Regional Reliability Standard shall
be effective within the SERC Region unless filed by NERC with FERC and approved by
FERC.

SERC Regional Reliability Standards shall provide for as much uniformity as possible
with reliability standards across the interconnected Bulk Electric System of the North
American continent. A SERC Regional Reliability Standard shall be more stringent than
a continent-wide reliability standard, including a regional difference that addresses
matters that the continent-wide reliability standard does not, or regional difference
necessitated by a physical difference in the Bulk Electric System. A SERC Regional
Reliability Standard that satisfies the statutory and regulatory criteria for approval of
proposed North American reliability standards, and that is more stringent than a
continent-wide reliability standard, would generally be acceptable.

SERC 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
Electric System owners, operators, and users within the SERC Region, regardless of
membership in the Region.
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SERC Regional Reliability Standard Development Procedure

Process Roles

Requester: The Requester is the sponsor of the SERC Regional Reliability Standard
request and may assist in the development of the standard. Any Member Company of
SERC, or any group (or member of a group) within SERC (i.e., committee,
subcommittee, working group, study group, task force, or SERC staff), shall be allowed
to request that a SERC Regional Reliability Standard be developed, modified, or
withdrawn. Additionally, any entity that is directly and materially affected by the reliability
of the SERC Bulk Electric System shall be allowed to request that a SERC Regional
Reliability Standard be developed, modified, or withdrawn.

SERC Board of Directors: The SERC Board of Directors shall consider for approval as
SERC Regional Reliability Standards, those Standards that have been developed and
approved by this procedure. Once the Board approves a SERC Regional Reliability
Standard, such Standard shall be submitted to NERC for approval. When approved by
NERC, it shall be submitted to FERC for approval.

SERC staff: The SERC Manager of Reliability Standards is responsible for forwarding a
request for the development, modification or withdrawal of SERC Regional Reliability
Standards to the SERC Standards Committee. The SERC staff shall facilitate all steps
in this process.

SERC Standards Committee: The SERC Regional Reliability Standard Development
Procedure shall be administered by the SERC Standards Committee (SC). The SERC
SC is responsible for ensuring that the development, modification, or withdrawal of
SERC Regional Reliability Standards is in accordance with the steps in this procedure.
The SERC SC will ensure the integrity of the process and the consistency of quality and
completeness of the SERC Regional Reliability Standards.

SERC Standing Committees: The SERC Standing Committees will perform a high
level technical review of the SAR to determine which requests for new or revised
standards shall be assigned for development (or existing standards considered for
deletion). The Standing Committees will appoint the standard drafting team
(Responsible SERC Subgroup).

The current SERC Standing Committees are the Engineering Committee (EC),
Operating Committee (OC), and Critical Infrastructure Protection Committee (CIPC).
The Standing Committees are balanced stakeholder committees, inclusive of all
stakeholder interests that provide for or are materially impacted by the reliability of the
Bulk Electric System.

Responsible SERC Subgroup (RSS): Responsible SERC Subgroups are teams,
responsible for drafting the standard; they are also referred to as the Standard Drafting
Team (SDT). The RSS may include technical experts and be based around a
permanent SERC Standing Committee subgroup. An RSS is established expressly to
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SERC Regional Reliability Standard Development Procedure

draft the standard. Membership on an RSS will be assigned by the SERC EC, OC,
and/or CIPC. The Requester may act as the RSS, serve on the RSS, or otherwise
assist the RSS. SERC membership is not a prerequisite for serving on an RSS. The
RSS will:

e Develop the details of the SERC Regional Reliability Standard,

e Consider and respond to industry comments,

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

e Assist in the implementation of approved SERC Regional Reliability Standards,

e Provide technical oversight in response to changing industry conditions, and

e Assist in the identification of the need for new SERC Regional Reliability
Standards.

Registered Ballot Body (RBB): The RBB votes to approve standards. The RBB
comprises all entities or individuals that qualify for one of the SERC industry Sectors,
and are registered with SERC as potential ballot participants in the voting on standards.
SERC membership is not a prerequisite for registering with SERC as a potential ballot
participant. Any entity that is directly and materially affected by the reliability of the
SERC Bulk Electric System shall be allowed to register as a potential ballot participant.

Each member of the RBB is eligible to vote on standards. Each standard action has its
own ballot pool formed of interested members of the RBB.

Ballot Pool: Each standard action has its own ballot pool formed of interested members
of the RBB. The ballot pool comprises those members of the RBB that respond to a pre-
ballot survey for that particular standard action. The ballot pool will ensure, through its
vote, the need for and technical merits of a proposed standard action and the
appropriate consideration of views and objections received during the development
process. The ballot pool votes to approve each standards action.
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SERC Regional Reliability Standard Development Procedure

Process Steps
Note: The term “days” below refers to calendar days.

SERC will coordinate with NERC such that the acknowledgement of receipt of an
accepted standard request identified in Step 4, notice of comment posting period
identified in Step 7, and notice for vote identified in Step 9 below are concurrently
posted on both the SERC and NERC web sites.

Step 1. Request for a new SERC Regional Reliability Standard or
modification to, or withdrawal of an existing SERC Regional

Reliability Standard
A request to develop, modify, or withdraw a SERC Regional Reliability Standard shall
be submitted, using the SERC Regional Reliability Standard Authorization Request
(SAR) Form (see Appendix C), to the SERC Manager of Reliability Standards (via e-
mail to regstd@sercl.org) by any Member Company of SERC, or any group (or
member of a group) within SERC (i.e., committee, subcommittee, working group, study
group, task force, or SERC staff), or any entity that is directly and materially affected by
reliability of the SERC Bulk Electric System. The SERC SAR Form can be downloaded
from the SERC web site (www.sercl.org).

An acceptable SAR shall contain a description of the proposed regional reliability
standard subject matter with sufficient descriptive detail of the proposed standard to
clearly define the purpose, scope, impacted parties, and other relevant information. The
Requester must verify in the Justification section of the SAR that the request meets one
of the following criteria:

e The proposed standard covers a topic addressed in a continent-wide standard,
but the proposed standard will include requirements more stringent than those in
the continent-wide standard.

e The proposed standard addresses matters that the continent-wide reliability
standards do not.

e The proposed standard is necessitated by a physical difference in the Bulk
Electric System.

SERC staff shall verify that the SAR Form has been adequately completed. Within 15
days of receiving the SAR, the SERC Manager of Reliability Standards or his designee
will electronically acknowledge receipt of the SAR, and will forward the SAR to the
SERC Standards Committee. The SERC Manager of Reliability Standards may offer the
Requester suggestions regarding changes or improvements to enhance the clarity of
the proposed standards work and to assist the SERC Standards Committee in
understanding the Requester’s intent and objectives. The Requester is free to accept or
reject these suggestions.
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SERC Regional Reliability Standard Development Procedure

Step 2: Assignment of SERC Regional Reliability Standard Request
The SERC Standards Committee will review the SAR to ensure it is not in conflict with
or duplication of a current standard or a standards drafting effort already proposed or in
progress. Within 15 days after receiving the SAR from the SERC Manager of Reliability
Standards, the SERC Standards Committee will take one of the two following actions:

e Assign the SAR to the appropriate SERC Standing Committee(s). SERC staff will
forward the SAR to the Chair(s) and Executive Committee(s) of the appropriate
SERC Standing Committee(s).

e Remand the SAR back to the Requester for additional work. The SERC Manager
of Reliability Standards will make reasonable efforts to assist the Requester in
addressing the deficiencies identified by the SERC Standards Committee. The
Requester may then resubmit the modified SAR using the process above. The
Requester may choose to withdraw the SAR from further consideration.

Step 3: Acceptance of a SERC Regional Reliability Standard
Request
Within 60 days of receipt of a completed SAR, the Executive Committee(s) of the
assigned SERC Standing Committee(s) shall determine the disposition of the SAR. The
committee(s) shall verify that the SAR Requester has provided information to justify that
the request meets one of the following criteria:

e The proposed standard covers a topic addressed in a continent-wide standard,
but the proposed standard will include requirements more stringent than those in
the continent-wide standard.

e The proposed standard addresses matters that the continent-wide reliability
standards do not.

e The proposed standard is necessitated by a physical difference in the Bulk
Electric System.

The committee may take one of the two following actions:

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

e Reject the SAR. If the committee(s) rejects a SAR, a written explanation for
rejection will be delivered to the Requester within 30 days of the decision.

Deliberations and decisions of the Executive Committee(s) of the assigned SERC
Standing Committee(s) concerning requests shall be made and documented in
accordance with the SERC Standing Committee rules and procedures then in effect.
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Step 4: Posting of SERC Regional Reliability Standard Request
Any SAR that is accepted by the Executive Committee(s) of the assigned SERC
Standing Committee(s) for development of a standard (or modification or deletion of an
existing standard) shall be posted for public viewing on the SERC web site within 30
days of acceptance by the committee. A comments form and a nomination form to serve
on the drafting team (Responsible SERC Subgroup) will be included in the posting. A
notice of the posting for a 30-day comment period will be sent to all SERC Standing
Committees representatives and alternates. In addition, the notice will be sent (via e-
mail) to NERC, the regional standards area of the other Regional Entities, individuals
listed as entity contacts in the SERC Compliance Registry, and the SERC Registered
Ballot Body representatives to seek input on the proposed SAR. SERC staff will perform
this posting on the SERC web site and coordinate or send correspondences described
in this and other steps of the process. SERC staff will assist in developing a response to
any comments received. Any accompanying revision to the SAR based on comments
received must be approved by the Executive Committee(s) of the assigned SERC
Standing Committee(s).

Step 5: Formation of a Responsible SERC Subgroup
Within 60 days of accepting a SAR for development, the Executive Committee(s) of the
assigned SERC Standing Committee(s) shall assign and direct the proposal to the
appropriate Responsible SERC Subgroup (RSS) to develop the draft Regional
Reliability Standard. The RSS may be a permanent Standing Committee subgroup
(augmented by other persons as may be appropriate to address the subject matter of
the proposed standard), or a task force established expressly by the Executive
Committee(s) for drafting the standard. SERC membership is not a prerequisite for
serving on an RSS.

After consulting with the Executive Committee(s) of the assigned SERC Standing
Committee(s) as necessary, the SERC Standards Committee (SC) will assign a
preliminary date on which the RSS is expected to have ready a completed draft
Standard and associated supporting documentation available for consideration.

Step 6: Drafting of a SERC Regional Reliability Standard
The RSS shall develop a work plan for completing the regional reliability standard,
including the establishment of a milestone schedule for completing critical elements of
the work in sufficient detail to ensure that the RSS will meet the objectives established
by the SC. The RSS shall submit its work plan to the SC for its concurrence. Any
subsequent revision to the plan by the RSS which delays balloting the draft standard by
60 days or longer will be presented to the SC for its concurrence.

The RSS shall convene periodically, either in person or by electronic means as
necessary, establish work teams (made up of members of the RSS) as necessary, and
perform other activities to complete the proposed standard within the milestone date(s)
agreed upon by the SC. All in-person RSS meetings or portions of meetings associated
with development of the draft standard shall be open and publicly noticed on the SERC
web site for a minimum of twenty-one (21) calendar days prior to the meeting. All
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conference call and electronic (WebEx) RSS meetings or portions of meetings
associated with development of the draft standard shall be open and publicly noticed on
the SERC web site for a minimum of seven (7) calendar days prior to the meeting. All
RSS meeting attendees are required to register via the SERC web site.

The RSS shall consider all comments received on the posting of the SAR and shall
develop a draft SERC Regional Reliability Standard that will address the accepted SAR.
The RSS shall use the most current version of the approved NERC Reliability Standard
template and its associated elements posted on the NERC web site as the format for
the draft standard

The work product of the RSS will be completed before taking the draft standard to ballot
(Steps 9 and 10) and each item of the work product will be included as background
information for at least one comments posting period (Step 7). The work product will
consist of the following:

e A draft Standard consistent with the SAR on which it was based.

e An assessment of the reliability impact of the standard request within the Region
and in neighboring regions, including appropriate input from the neighboring
regions if the standard request is likely to impact any neighboring region.
Communications between neighboring regions may be through the regional
standard drafting teams, the regional standards development staff, or other
means as appropriate.

e Animplementation plan, including the nature, extent, and duration of field-testing,
if any.

e I|dentification of any existing Standard that will be deleted, in part or whole, or
otherwise impacted by the implementation of the draft Standard.

e Technical reports, white papers, and/or work papers that provide technical
support for the draft Standard under consideration.

e Documentation of the perceived reliability impact should the Standard be
approved.

The RSS shall regularly inform the SC, at a frequency determined by the SC (RSS shall
deliver a status report at every SC meeting at a minimum), of its progress in meeting a
timely completion of the draft standard. The RSS may, with justification, request of the
SC scope changes from the SAR at any point in the standard development process.

The RSS shall submit the draft SERC Regional Reliability Standard and supporting
documentation to the SC for review. The RSS will send any revised SERC Regional
Reliability Standard to the SC in both “Clean” and “Tracking” formats. The RSS shall
also send the SC an accompanying Comments Form which may include specific
guestions addressing the major issues associated with the new or revised standard. In
any event, the Comments Form must also allow for general comments on the standard
(see Appendix E for sample form). The SC will verify that the proposed standard is
consistent with the SAR on which it was based. The SERC Regional Reliability Draft
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Standards Comments Form can be downloaded from the SERC web site
(www.sercl.orqg).

Step 7: Posting of a Draft SERC Regional Reliability Standard
The SERC Standards Committee shall send to the SERC Manager of Reliability
Standards the draft SERC Regional Reliability Standard, along with a draft
implementation plan and supporting documents, for comments. SERC staff will post
these documents on the SERC web site for thirty (30) calendar days. A notice of the
posting for comment will be sent to all SERC Standing Committees representatives and
alternates. In addition, the request will be sent (via e-mail) to NERC, the regional
standards area of the other Regional Entities, individuals listed as entity contacts in the
SERC Compliance Registry, and the SERC Registered Ballot Body representatives to
seek input on the draft SERC Regional Reliability Standard. Comments shall be
submitted electronically (via e-mail) to regstd@sercl.org. All comments are due by the
close of business on the 30™ calendar day of posting. 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 8: Standard Drafting Team Review of Comments
SERC staff shall forward all comments received to the RSS. The RSS shall review the
comments received and revise the draft SERC Regional Reliability Standard as needed.
The RSS shall develop a written response to each comment received using the
Consideration of Comments Form Template (see Appendix F). The SERC
Consideration of Comments Form Template can be downloaded from the SERC
website (www.sercl.org). The completed Consideration of Comments Form will be
posted on the SERC web site.

The RSS shall summarize comments that were rejected by the RSS and the reason(s)
that these comments were rejected, in part or whole. The RSS shall submit to the SC
the summary of comments rejected, the completed Consideration of Comments form,
and any resulting revisions to the draft SERC Regional Reliability Standard.

If needed, a second draft of the SERC Regional Reliability Standard (along with the
summary of comments rejected and the Consideration of Comments from the previous
posting) will be posted for another comment period. Such comment period shall be for
thirty (30) calendar days. A notice of the posting for comment will be sent to all SERC
Standing Committees representatives and alternates. In addition, the notice will be sent
(via e-mail) to NERC, the regional standards area of the other Regional Entities,
individuals listed as entity contacts in the SERC Compliance Registry, and the SERC
Registered Ballot Body representatives to seek input on the revised draft SERC
Regional Reliability Standard.

Based on comments received to the posting, Step 7 will be repeated as necessary until
the RSS and the SC agree that no additional comments posting periods are warranted.
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The SERC Manager of Reliability Standards will then request the NERC regional
standards staff to make arrangements for a formal quality review of the draft standard.
The RSS will develop responses to any recommendations from that review, including
developing revisions to the draft standard if appropriate. The SDT and SC must agree
on those responses prior to taking one of the two following actions:

e Submit the draft standard for an additional comment posting period (Step 7); or
e Submit the draft standard to the SERC Ballot Body for approval (Step 9).

The SC will determine if an additional NERC formal quality review will be requested for
a draft standard which has been revised based on responses to an addition comments
posting period.

Step 9: Notice of Vote to Approve a SERC Regional Reliability

Standard
The Responsible SERC Subgroup shall submit the summary of comments rejected and
the Consideration of Comments document along with the final draft of the proposed
SERC Regional Reliability Standard (both “Tracking” and “Clean” versions for standard
revisions) to the SERC Manager of Reliability Standards for posting on the SERC web
site at least 15 days prior to requesting approval of the standard.

The SERC Manager of Reliability Standards 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 is issued.

Ballot pool: The SERC Manager of Reliability Standards shall establish a ballot pool for
a standard action at least 15 days prior to the start of a ballot. The SERC Manager of
Reliability Standards shall send a notice to every entity in the Registered Ballot Body.
The purpose of this notice is to establish a ballot pool to participate in the ballot of the
proposed standards action.

Any member of the Registered Ballot Body may join or drop out of a ballot pool until the
ballot period begins (Step 10). No Registered Ballot Body member may join or leave the
ballot pool once the first ballot starts. The SERC Manager of Reliability Standards shall

coordinate changes to the membership of the ballot pool and publicly post the standard

ballot pool for each standard action.

The SERC Manager of Reliability Standards shall schedule a vote by the ballot pool for
approval. The vote shall commence no sooner than 15 days and no later than 30 days
following the issuance of the notice for the vote.
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Step 10: SERC Ballot Pool of Registered Ballot Body Approval
The ballot pool shall have a minimum of ten (10) days to vote on a standards action.
The ballot pool should give due consideration to the work of the RSS, as well as the
comments of stakeholders and minority objections, in approving a proposed regional
reliability standard. The ballot pool may vote to approve or not approve the standard.
The ballot will include provisions for comments. The RSS shall develop a written
response to each ballot comment received.

If approval by the RBB is not obtained, the Standing Committee(s) will determine if the
draft SERC Regional Reliability Standard is to be sent back to the RSS to repeat Step 8
to incorporate any RBB or SERC Standing Committee(s) comments, form a new RSS
for that purpose, or to withdraw the proposed SERC Regional Reliability Standard.

If the standard is withdrawn, the reason for such will be posted on the SERC web site. A
notice of the posting will be sent to all SERC Standing Committee representatives and
alternates. In addition, the notice will be sent (via e-mail) to NERC, the regional
standards area of the other Regional Entities, individuals listed as entity contacts in the
SERC Compliance Registry, and the SERC Registered Ballot Body representatives.

Step 11: Submission of SERC Regional Reliability Standards to

NERC to post for comments
Once the SERC Regional Reliability Standard is approved by the SERC RBB, the
SERC Manager of Reliability Standards will forward it to NERC and request that they
post it for comments in accordance with the NERC Regional Reliability Standards
Evaluation Procedure.

The Responsible SERC Subgroup will develop a response to any comments received
and submit it along with any associated standard modifications to the SERC Standards
Committee for approval. The SERC Standards Committee may approve minor editorial-
type modifications that do not have a substantive impact. If the Responsible SERC
Subgroup proposes any substantive modifications, the SERC Standards Committee
may 1) remand it back to the Responsible SERC Subgroup for further consideration; or
2) accept the proposed modification and send it back to Step 9 to re-ballot the standard.

Step 12: Approval of SERC Regional Reliability Standards by the

SERC Board of Directors
The SERC Board of Directors shall consider approval of any SERC Regional Reliability
Standard that has been approved by the SERC RBB and has received SERC
Standards Committee approval of the resolution of comments received during the Step
11 posting. A SERC Regional Reliability Standard submitted for approval by the SERC
Board of Directors must be posted for notification on the SERC web site at least 15
days prior to action by the SERC Board of Directors. A notice of the posting will be sent
to all SERC Board of Directors representatives and alternates, and to all SERC
Standing Committee representatives and alternates. In addition, the notice will be sent
(via e-mail) to NERC, the regional standards area of the other Regional Entities and to
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any entity that is directly and materially affected by the reliability of the SERC Bulk
Electric System.

The SERC Board of Directors shall consider the comments received, the responses
provided, and any dissenting opinions. The SERC Board of Directors shall approve or
reject a SERC Regional Reliability Standard as submitted, but may not substantively
modify the proposed SERC Regional Reliability Standard.

If the SERC Board of Directors chooses to reject a SERC Regional Reliability Standard
as submitted, it shall provide its reasons for doing so. The reasons for such decision will
be posted on the SERC web site. A notice of the posting will be sent to all SERC
Standing Committees representatives and alternates. In addition, the notice will be sent
(via e-mail) to NERC, the regional standards area of the other Regional Entities,
individuals listed as entity contacts in the SERC Compliance Registry, and the SERC
Registered Ballot Body representatives. The assigned Standing Committee(s) will
determine if the draft standard should be resubmitted with modifications. If so, the draft
standard will be remanded back to the RSS in Step 8 above.

Step 13: Submission of SERC Regional Reliability Standards to

NERC and FERC
Once the SERC Regional Reliability Standard is approved by the SERC Board of
Directors, the SERC President, or the President’s designee shall submit the SERC
Regional Reliability Standard to NERC for adoption and filing with FERC. The SERC
Manager of Reliability Standards will ensure the record of the standard development
and any other documentation required for consideration by the NERC Board or FERC
are included in the submittal.

If the NERC Board rejects the SERC Regional Reliability Standard the SERC Board will
determine if the SERC Regional Reliability Standard is to be sent back to the assigned
SERC Standing Committee(s) to incorporate the NERC Board comments or to withdraw
the standard.

When adopted by the NERC Board, NERC will submit the SERC Regional Reliability
Standard to FERC for approval. If FERC rejects the SERC Regional Reliability
Standard, the SERC Board will determine if the SERC Regional Reliability Standard is
to be sent back to the assigned SERC Standing Committee(s) to incorporate the FERC
comments or to withdraw the standard.

Step 14: Implementation of SERC Regional Reliability Standards
A SERC Regional Reliability Standard that is approved by the SERC Board of Directors,
NERC, and FERC, shall become effective on a date designated by FERC. In developing
the standard, the RSS should consider the time needed for NERC and FERC approval
in the proposed implementation date.
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Appendix A: Stakeholder Representation

A.1 SERC Standing Committees and Member Representation

Membership in SERC is open to any entity in the SERC Region that is a user, owner, or
operator of the Bulk Electric System and subject to the jurisdiction of the Federal Energy
Regulatory Commission for the purpose of complying with Reliability Standards
established under Section 215 of the Federal Power Act and all amendments thereto.
SERC permits full and fair participation of all Member Companies through their
representatives including in the development of and voting on Regional Reliability
Standards. The SERC standing committees have a role in developing standards, a
ballot pool of the SERC Registered Ballot Body vote to approve Regional Reliability
Standards, and the SERC Board of Directors adopts all standards. Since each Member
Company is entitled to representation on both the Board and the Standing Committees,
SERC’s membership policy permits full and fair participation of its Member Companies.

The Standing Committees and their voting rights shall be established pursuant to the
SERC Bylaws. Refer to the committee scope documents and the Organization and
Procedures Manual for SERC Standing Committees for more specific details.

A.2 SERC Regional Reliability Standards Voting Procedures
The following are the voting procedures for the SERC Registered Ballot Body:

1. Registration Procedures
The Registered Ballot Body (RBB) comprises all organizations and entities that:

e Qualify for one of the SERC Sectors, and
e Are registered with SERC as potential ballot participants in the voting on
standards.

All registrations will be done electronically. Each participant, when initially
registering to join the RBB will self-select to belong to one of the Sectors and will
also name their RBB representative. The Executive Committee of the Board of
Directors or its designee will review all applications for joining the Registered
Ballot Body, and make a determination of whether the self-selection satisfies the
criteria to belong to that sector.

All registered organizations and entities that qualify for a Sector with SERC may
vote on a standard. Voting is in writing with each registered stakeholder (a

“stakeholder”) having one vote. The stakeholder's RBB representative will have
the right to register to participate in ballot pools and cast the stakeholder’s vote.

2. Sector Qualification Guidelines
The sector qualification guidelines are inclusive; i.e., any entity with a legitimate
interest in the reliability of the SERC Bulk Electric System that can meet the
criteria for a sector as defined in the SERC’s Bylaws is entitled to belong to and
vote in that sector. The general guidelines are:
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e Corporations or organizations with affiliates that qualify to belong to more
than one sector (e.g., Investor-Owned Utility and Merchant Electricity
Generator) may belong to each of the sectors in which they qualify,
provided that each sector is represented by a different representative.

e At any given time, affiliated entities may collectively be registered only
once within a sector.

e Any individual currently employed by an organization that is eligible to join
one of the other seven sectors, shall not be qualified to join as a
“customer” in the ISO-RTO/Customer sector.

3. Definitions
Individual Vote — shall mean a single vote accorded to each stakeholder.

4. Quorum
Two-thirds of the Individual Votes of the ballot pool shall constitute a quorum.

5. SERC Registered Ballot Body Voting Requirements
A ballot pool will be established to participate in the ballot of any proposed
standards action. Approval of a reliability standard or revision to a 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
affirmative and negative votes, excluding abstentions and non-response.

The following process is used to determine if there are sufficient affirmative
votes.

e 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 and non-responses will not
be counted for the purposes of determining the fractional affirmative vote
for a Sector.

e The fractional affirmative vote for a Sector is then multiplied by the Sector
weight factor, to determine the weighted fractional affirmative vote for a
Sector. The weight factors for the Sectors are:

= Investor-Owned Utility Sector: weight factor is 3.

» Federal/State Sector: weight factor is 2.

= Cooperative Sector: weight factor is 2.

= Municipal Sector: weight factor is 2.

= Marketer Sector: weight factor is 1.

= Merchant Electricity Generator Sector: weight factor is 1.
= |SO-RTO/Customer Sector: weight factor is 1.

e 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
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either an affirmative or a negative vote.)
e A standard will be approved if the sum of 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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Appendix B: Principles, Characteristics, and Special Procedures

Principles

SERC develops regional standards with due consideration of the following principles, in
accordance with the steps outlined in this procedure. This procedure has been designed
to ensure that any SERC Regional Reliability Standard is technically sound and the
technical specifications proposed will achieve a valuable reliability objective.

The SERC Regional Reliability Standards Development Procedure has the following
characteristics:

e Open: Participation in the development of a SERC Regional Reliability Standard
shall be open to all organizations that are directly and materially affected by the
SERC Bulk Electric System reliability. There shall be no undue financial barriers
to participation. Participation shall not be conditioned upon membership in SERC
and shall not be unreasonably restricted on the basis of technical qualifications or
other such requirements. Meetings of the Responsible SERC Subgroup assigned
to draft a standard shall be open to the SERC Member Companies and others.

e Balanced: The SERC Regional Reliability Standards Development Procedure
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.

e Inclusive: Any entity (person, organization, company, government agency,
individual, etc.) with a direct and material interest in the Bulk Electric System in
the SERC Region shall have a right to participate by a) expressing a position and
its basis, b) having that position considered, c) registering as a potential ballot
participant and voting on a proposed standard; and d) having the right to appeal.

e Fair due process: The SERC Regional Reliability Standards Development
Procedure provides for reasonable notice and opportunity for public comment.
This procedure includes public notice of the intent to develop a standard, a public
comment period on the proposed standard, due consideration of those public
comments, and a ballot of interested stakeholders.

e Transparent: All actions material to the development of SERC Regional
Reliability Standards shall be transparent. All standards development meetings
shall be open and publicly noticed on the SERC web site.

e Due course: Does not unnecessarily delay development of the proposed SERC
Regional Reliability Standard.

NERC has adopted reliability principles and market interface principles to define the
purpose, scope, and nature of reliability standards. These principles are to be used to
guide the development of reliability standards, including regional reliability standards.
The NERC Board of Trustees may modify these principles from time to time, as
necessary, to adapt its vision for reliability standards.
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e Each SERC Regional Reliability Standard shall enable or support one or more of
the reliability principles, thereby ensuring that each standard serves a purpose in
support of the reliability of the regional Bulk Electric System. Each standard shall
also be consistent with all of the reliability principles, thereby ensuring that no
standard undermines reliability through an unintended consequence.

e While reliability standards are intended to promote reliability, they must at the
same time accommodate competitive electricity markets. Reliability is a necessity
for electricity markets, and robust electricity markets can support reliability.
Recognizing that Bulk Electric System reliability and electricity markets are
inseparable and mutually interdependent, all SERC Regional Reliability
Standards shall be consistent with NERC’s market interface principles.
Consideration of the market interface principles is intended to ensure that
standards are written such that they achieve their reliability objective without
causing undue restrictions or adverse impacts on competitive electricity markets.

Regional Reliability Standard Characteristics and Elements

Characteristics of a SERC Regional Reliability Standard
The following characteristics describe objectives to be considered in the development of
SERC Regional Reliability Standards:

1.

Applicability: Each SERC Regional Reliability Standard clearly identifies the
functional classes of entities responsible for complying with the standard, with any
specific additions or exceptions noted. Such functional classes include: Reliability
Coordinators, Balancing Authorities, Transmission Operators, Transmission Owners,
Generator Operators, Generator Owners, Interchange Coordinators, Transmission
Service Providers, Planning Coordinators, Transmission Planners, Resource
Planners, Load-Serving Entities, Purchasing-Selling Entities, and Distribution
Providers. Each SERC Regional Reliability Standard identifies the geographic
applicability of the standard. A standard may also identify any limitations on the
applicability of the standard based on electric facility characteristics.

Reliability objectives: Each SERC Regional Reliability Standard has a clear
statement of purpose that describes how the standard contributes to the reliability of
the Bulk Electric System.

Requirement or outcome: Each SERC Regional Reliability Standard states one or
more requirements, which if achieved by the applicable entities, will provide for a
reliable Bulk Electric System, consistent with good utility practices and the public
interest.

Measurability: Each performance requirement is stated so as to be objectively
measurable by a third party with knowledge or expertise in the area addressed by
that requirement. Each performance requirement has one or more associated
measures used to objectively evaluate compliance with the requirement. If
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performance can be practically measured quantitatively, metrics are provided to
determine satisfactory performance.

5. Technical basis in engineering and operations: Each regional reliability standard
is based upon sound engineering and operating judgment, analysis, or experience,
as determined by expert practitioners in that particular field.

6. Completeness: Each SERC Regional Reliability Standard is complete and self-
contained. Supporting references may be provided with standards, but they are not
part of the standard and do not impose mandatory requirements.

7. Clear language: Each SERC Regional Reliability Standard is stated using clear and
unambiguous language. Responsible entities, using reasonable judgment and in
keeping with good utility practice, are able to arrive at a consistent understanding of
the required performance.

8. Practicality: Each SERC Regional Reliability Standard establishes requirements
that can be practically implemented by the assigned responsible entities within the
specified effective date and thereafter.

9. Consistent terminology: To the extent possible, SERC Regional Reliability
Standards use a set of standard terms and definitions that are approved through the
SERC Regional Reliability Standard Development Procedure.

Although regional reliability standards have a common format and process, several
types of standards may exist, each with a different approach to measurement:

e Technical standards are related to the provision, maintenance, operation, or state
of electric systems, and will likely contain measures of physical parameters that
are technical in nature.

e Performance standards are related to the actions of entities providing for or
impacting the reliability of the Bulk Electric System, and will likely contain
measures of the results of such actions or qualities of performance of such
actions.

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

Elements of a SERC Regional Reliability Standard

To ensure uniformity of SERC Regional Reliability Standards, a SERC Regional
Reliability Standard shall consist of the elements identified in Appendix D of this
procedure. However, the most current version of the approved NERC Reliability
Standard template and its associated elements posted on the NERC web site will be
used at the time of the development of the SERC Regional Reliability Standard if
different from the elements listed in Appendix D. This is to ensure all essential elements
are contained in the SERC standard to achieve consistency and uniformity and meet all
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statutory requirements. These elements are intended to apply a systematic discipline in
the development and revision of standards. This discipline is necessary to achieving
standards that are measurable, enforceable, and consistent.

All mandatory requirements of a SERC Regional 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.

Maintenance of the SERC Regional Reliability Standards Development
Procedure

Any Member Company of SERC, or group (or member of a group) within SERC (i.e.,
committee, subcommittee, working group, study group, task force, or SERC staff), or
any entity that is directly and materially affected by the reliability of the SERC Bulk
Electric System may submit a written request to modify the SERC Regional Reliability
Standard Development Procedure. The Manager of Reliability Standards shall oversee
the handling of the request.

Significant changes to this procedure shall be addressed using the same procedure as
a request to develop, modify, or withdraw a SERC Regional Reliability Standard. For
any such changes to this procedure, the SERC Standards Committee will assume the
responsibilities normally assigned to the Executive Committee(s) of the SERC Standing
Committee(s) in Steps 3, 5, and 10.

For any minor changes to this procedure, the SERC Standards Committee shall review
the request and submit recommendations to the SERC Board of Directors for
consideration. The SERC Board of Directors, on its own motion, may amend the SERC
Regional Reliability Standard Procedure.

Maintenance of SERC Regional Reliability Standards

Each SERC 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 14 of the SERC Regional Reliability Standard Development Procedure.
As a result of this review, a SERC Regional Reliability Standard shall be reaffirmed,
revised, or withdrawn.

Interpretations of Standards

Any Member Company of SERC, or group within SERC, or an entity that is directly and
materially affected by reliability of the SERC Bulk Electric System shall be permitted to
request an interpretation of a SERC Regional Reliability Standard. The entity requesting
an interpretation shall send a request to regstd@sercl.org 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.
SERC staff will forward requests for interpretations to the SERC Standards Committee,
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who will assign an Interpretation Drafting Team (IDT) with the relevant expertise to
address the clarification. The IDT should include appropriate industry stakeholder
representatives and members of the original Standard Drafting Team, consistent with
availability.

As soon as practical [but not more than forty-five (45) calendar days following
establishment of the IDT], the IDT will prepare a draft interpretation of the SERC
Regional Reliability Standard addressing the issues raised. SERC staff will post the
draft interpretation on the SERC web site for 30-day informal* stakeholder comment
period. A notice of the posting will be sent to all SERC Standing Committees
representatives and alternates; NERC; the regional standards area of the other
Regional Entities; individuals listed as entity contacts in the SERC Compliance Registry;
and the SERC Registered Ballot Body representatives by e-mail. Comments shall be
submitted electronically by e-mail to regstd@sercl.org. All comments are due by the
close of business on the 30" calendar day of posting. 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.

The IDT will review the stakeholder feedback and may revise the draft interpretation.
The IDT will then forward the draft interpretation to the SERC Standards Committee for
review. The Standards Committee will determine if the interpretation is consistent with
the standard and does not add additional requirements to the standard. The
interpretation will then be posted for public review and a ballot pool will be formed
consistent with the process steps to approve a draft standard as detailed in the body of
this procedure. The interpretation is then balloted and, if approved, will be submitted for
SERC Board of Directors approval and filing with NERC and FERC.

If approved by FERC, the interpretation is appended to the SERC Regional Reliability
Standard and is effective immediately. The interpretation will stand until such time as
the SERC Regional Reliability Standard is revised through the normal process, at which
time the SERC Regional Reliability Standard will be modified to incorporate the
clarifications provided by the interpretation.

Appeals

Any Member Company of SERC or any entity that is directly and materially affected by
the reliability of the SERC Bulk Electric System that believes it has been or will be
adversely affected by any substantive or procedural action or inaction related to the
development, approval, revision, or withdrawal of a SERC Regional Reliability Standard
shall have the right to appeal. This appeals process applies only to the SERC Regional
Reliability Standards Process as defined in this manual. 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 SERC

! An informal comment period does not require the IDT to respond to every stakeholder comment and is
only used to make potential changes for the final draft of the interpretation.
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Member Company website. A notice of the posting will be sent to all SERC Board of
Directors representatives and alternates, and to all SERC Standing Committees
representatives and alternates. In addition, the notice will be sent (via e-mail) to the
regional standards area of the other Regional Entities and to any entity that is directly
and materially affected by the reliability of the SERC Bulk Electric System.

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
SERC President a complaint in writing that describes the substantive or procedural
action associated with a SERC Regional Reliability Standard or the SERC Regional
Reliability Standards Process. The appellant must describe in the complaint the actual
or potential adverse impact to the appellant.

Assisted by any necessary staff and the SERC Standards Committee, the SERC
President, or the President’s designee shall prepare a written 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 SERC 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 SERC President within fifteen (15) calendar
days of the affected entity’s Level 2 Appeal to the SERC Executive Committee. In all
cases, no SERC Executive Committee members that have any direct affiliation with the
participants in the appeal will participate in the Level 2 Appeal.

SERC staff shall post on the SERC web site the notice of the Level 2 appeal and other
relevant materials at least fifteen (15) calendar days prior to consideration of the Level 2
appeal by the SERC Executive Committee.

In addition to the appellant, any entity that is directly and materially affected by the
reliability of the SERC Bulk Electric System, and who is directly and materially affected
by the substantive or procedural action referenced in the complaint shall be heard by
the SERC Executive Committee. The SERC Executive Committee shall not consider
any expansion of the scope of the appeal that was not presented in the Level 1 Appeal.

The Executive Committee may direct the SERC Standards Committee to research
and/or advise it on technical issues or matters related to the appeal. Each appellant,
any entity that is directly and materially affected by the reliability of the SERC Bulk
Electric System, and who is directly and materially affected by the substantive or
procedural action referenced in the complaint may request that an ad hoc committee be
formed to assist the Executive Committee in its review.
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The SERC Executive Committee may in its decision find for the appellant and remand
the issue to the SERC Standards Committee for resolution with a statement of the
issues and facts in regard to which fair and equitable action was not taken.

The SERC Executive Committee 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 actions of the SERC Executive Committee shall be posted on the SERC web site.
A notice of the posting will be sent to the appellant, all SERC Board of Directors
representatives and alternates, and all SERC Standing Committees representatives and
alternates. In addition, the notice will be sent (via e-mail) to the regional standards area
of the other Regional Entities and to any entity that is directly and materially affected by
the reliability of the SERC Bulk Electric System.
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Appendix C: SERC Regional Reliability Standard Authorization
Request Form (latest approved version of form is posted on the SERC

web site: www.sercl.org)

SERC to complete
ID

Authorized for
Posting

Authorized for
Development

Title of Proposed Standard:

Request Date:

SAR Oiriginator Information

SAR Type (Check box for one of these

Name selections.)

Company New Standard

Telephone Revision to Existing Standard
Fax Withdrawal of Existing Standard
E-mail

Purpose (Describe the purpose of the proposed 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.)
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Brief Description (Describe the proposed standard in sufficient detail to clearly define
the scope in a manner that can be easily understood by others.)

Justification (Provide a detailed statement justifying the need for the proposed

standard.)

Reliability Functions

The Standard May Apply to the Following Functions (Check box for each one that

applies.)

Reliability Coordinator

Responsible for the real-time operating reliability
of its Reliability Coordinator Area in coordination
with its neighboring Reliability Coordinator’s wide
area view.

Balancing Authority

Integrates resource plans ahead of time and
maintains load-interchange-resource balance
within a Balancing Authority Area and supports
Interconnection frequency in real time.

Interchange Coordinator

Ensures communication of interchange
transactions for reliability evaluation purposes and
coordinates implementation of valid and balanced
interchange schedules between Balancing
Authority Areas.

Planning Coordinator

Assesses the longer-term reliability of its Planning
Coordinator Area.

Transmission Service
Provider

Administers the transmission tariff and provides
transmission services under applicable
transmission service agreements (e.g., the pro
forma tariff).

Transmission Owner

Owns and maintains transmission facilities.

Transmission Operator

Ensures the Real-time operating reliability of the
transmission assets within a Transmission
Operator Area.
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Transmission Planner Develops a >one year plan for the reliability of the
interconnected Bulk Electric System within its
portion of the Planning Coordinator area.

Resource Planner Develops a >one year plan for the resource
adequacy of its specific loads within a Planning
Coordinator area.

Generator Operator Operates generation unit(s) to provide real-and
reactive power.

Generator Owner Owns and maintains generation facilities.

Purchasing-Selling Entity | Purchases or sells energy, capacity, and
necessary reliability-related services as required.

Distribution Provider Delivers electrical energy to the End-use
customer.

Load-Serving Entity Secures energy and transmission service (and
reliability-related services) to serve the End-use
Customer.

NOTE: The RSS may find it necessary to modify the initial reliability function
responsibility assignment as a result of the 'standards development and comments
received.

Applicable Reliability Principles (Check all boxes that apply.)

[ 1 | 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.

[1 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.

[1 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.

[ 1 « 4. Plans for emergency operation and system restoration of interconnected
Bulk Electric Systems shall be developed, coordinated, maintained, and
implemented.

[ 1 5. Facilities for communication, monitoring, and control shall be provided,
used, and maintained for the reliability of interconnected Bulk Electric
Systems.
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[[] 6. Personnel responsible for planning and operating interconnected Bulk
Electric Systems shall be trained, qualified, and have the responsibility and
authority to implement actions.

[1 | 7. The security of the interconnected Bulk Electric Systems shall be

assessed, monitored, and maintained on a wide-area basis.

Does the proposed Standard comply with all of the following Market Interface
Principles? (Select ‘yes’ or ‘no’ from the drop-down box.)

Recognizing that reliability is a Common Attribute of a robust North American
economy:

1. Areliability standard shall not give any market participant an unfair competitive
advantage.Yes

2. A reliability standard shall neither mandate nor prohibit any specific market
structure. Yes

3. A reliability standard shall not preclude market solutions to achieving
compliance with that standard. Yes

4. A reliability standard shall not require the public disclosure of commercially
sensitive information. All market participants shall have equal opportunity to
access commercially non-sensitive information-that is required for compliance
with reliability standards. Yes

Detailed Description (Provide enough detail so that an independent entity familiar with
the industry could draft a Standard based on this description.)

Related Reliability Standards (NERC and SERC Regional)

Standard
No. Explanation
Exhibit C to Amended and Restated SERC Regional Entity Delegation Agreement Proposed Revision 2

SERC Board Executive Committee Approved: December 14, 2011 Page 25




SERC Regional Reliability Standard Development Procedure

Related SARs
SAR ID Explanation

Implementation Plan
Description (Provide plans for the implementation of the proposed standard, including

any known systems or training requirements. Include the reliability risk(s) associated
with the violation that the standard will mitigate, and the costs associated with

implementation.)

Proposed Implementation days after Board of Directors approval or

on (date):

Proposed Revision 2
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Appendix D: Elements of a SERC Regional Reliability Standard

Title

A brief, descriptive phrase identifying the topic of the standard.

Identification
number

A unique identification number assigned to facilitate tracking
and reference to SERC Regional Reliability Standards. The
identification number will be consistent with the Numbering
Convention for NERC Regional Reliability Standards. The
latest approved version of the convention will be posted on the
SERC web site (www.serc1.0rg).

Effective date

The effective date of the standard or, prior to approval of the

and status standard by the Board of Directors, the proposed effective
date.

Purpose The purpose of the standard. The purpose shall explicitly state
what outcome is expected by this 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 SERC Region, then a clear
identification of the portion of the Bulk Electric System to
which the standard applies. Any limitation on the applicability
of the standard based on electric facility requirements should
be described.

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.

Violation
Severity Levels

Defines the degree to which compliance with a requirement
was not achieved. Each requirement must have at least one
Violation Severity Level.
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Violation 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 High Risk Factor requirement (a) is one that, if violated,
could directly cause or contribute to Bulk Electric System
instability, separation, or a cascading sequence of failures, or
could place the Bulk Electric System at an unacceptable risk
of instability, separation, or cascading failures; or (b) is a
requirement in a planning timeframe that, if violated, could,
under emergency, abnormal, or restorative conditions
anticipated by the preparations, directly cause or contribute to
Bulk Electric System instability, separation, or a cascading
sequence of failures, or could place the Bulk Electric System
at an unacceptable risk of instability, separation, or cascading
failures, or could hinder restoration to abnormal condition.

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

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

Each requirement shall be addressed by one or more
measurements. Measurements that will be used to assess
performance and outcomes for the purpose of determining
compliance with the requirements stated above. Each
measurement identifies to whom the measurement applies
and the expected level of performance or outcomes required
demonstrating compliance. Each measurement shall be
tangible, practical, and as objective as is practical. It is
important to realize that measures are proxies to assess
required performance or outcomes. Achieving the full
compliance level of each measurement 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

Defines for each measure:

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

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

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

e The entity that is responsible for evaluating data or
information to assess performance or outcomes.

e Measurement data retention requirements and assignment
of responsibility for data archiving.

Time horizon

The time period an entity has to mitigate an instance of

violating the associated requirement.

e Long-term planning — a planning horizon of one year or
longer.

e Operations planning — operating and resource plans from
day-ahead up to and including seasonal.

e Same-day operations — routine actions required within the
timeframe of a day, but not real-time.

¢ Real-time operations — actions required within one hour or
less to preserve the reliability of the bulk electric system.

e Operations assessment — follow-up evaluations and
reporting of real time operations.
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Attached Supporting Information Elements

Interpretations

Any interpretations of the SERC Regional Reliability Standards
that were developed, and approved by the SERC Executive
Committee, to expound on the application of the standard for
unusual or unique situations.

Implementation
plan

Each SERC Regional Reliability Standard shall have an
associated implementation plan describing the effective date of
the standard or effective dates if there is a phased
implementation. The implementation plan may also describe
the implementation of the standard in the compliance program
and other considerations in the initial use of the standard, such
as necessary tools, training, etc. The implementation plan must
be posted for at least one public comment period and is
approved as part of the ballot of the standard.

Supporting This section references related documents that support
references reasons for, or otherwise provide additional information related
to the standard Examples include, but are not limited to:
e Glossary of Terms
¢ Developmental history of the standard and prior versions
¢ Responsible SERC Subgroup
¢ Notes pertaining to implementation or compliance
e Standard references
e Procedures/Practices
¢ Training and/or Technical Reference
e Frequently Asked Questions Document
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Appendix E: Comment Form for Draft SERC Regional Reliability
Standard (latest approved version of form is posted on the
SERC web site: www.sercl.org)

COMMENT FORM FOR [INSERT APPROPRIATE TITLE OF SERC REGIONAL
RELIABILITY STANDARD]

Please use this form to submit comments on [insert description]. Comments must be
submitted by [date]. You must submit the completed form by e-mailing it to [insert
appropriate contact names & e-mail addresses] with the words [insert-appropriate
subject] in the subject line. If you have questions please contact [insert appropriate
contact names, e-mail addresses & phone numbers].

DO: Do use punctuation and capitalization as needed.
Do use more than one form if responses do not fit.in the spaces provided.
Do submit any formatted text or markups in a separate WORD file.

DO NOT: Do not submit a response in an unprotected copy of this form.

Commenterinformation
Group Name (if applicable):
Contact Name:
Organization:
Telephone:

E-mail:

Background:
In this-section, provide background information including the reasons for the
development of new SERC Regional Reliability Standard or revisions to an
existing SERC Regional Reliability Standard.

Major Changes to this Revision of the SERC Regional Reliability Standard
Provide additional information that may help the reviewers better understand the
need and motivation for the changes.

Include any other sections as necessary to facilitate the review process.
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Please Enter All Comments in Simple Text Format.

Insert a “check’ mark in the appropriate boxes by double-clicking the gray areas.

[The following are sample questions. Revise the questions as appropriate.]

1. Do you agree with the inclusion of the following in section [xxx] of the standard?

Describe revision details.
] Yes
[ 1 No

] Comments:

2. Do you agree with the proposed definitions that were added or revised?
[]Yes
[ ] No

[ ] Comments:

3. Do you agree with the deletion of the following section from part [xxx]?
[]Yes
[1No

] Comments:

4. Do you agree with the proposed changes in section [xxx] of the document?
[]Yes
[ ] No

[ ] Comments:

5. Please identify anything you believe needs to be modified before this revision of the standard
can be approved by SERC?

] Comments:

6. Please provide any other comments on this revision of the standard?

[ ] Comments:
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Appendix F: SERC Consideration of Comments Form (latest approved version of form<is posted
on the SERC web site: www.sercl.org)

SERC [INSERT RSS NAME] Consideration of Comments on
[INSERT APPROPRIATE SERC REGIONAL RELIABILITY STANDARD TITLE & REV. #]

[SAMPLE LANGUAGE]
This document contains comments submitted on Revision [_] of the [Standard], which was distributed for review on [Date]

in accordance with the SERC Regional Reliability Standards Process Manual. Comments were received from the
following.

[INSERT INTRODUCTORY LANGUAGE AS APPROPRIATE]

Commenter Comment Response
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Appendix G: SERC Process Flow Diagram

Requester
Submits
standard Step 1

request (SAR)
to Manaaer of

No

SAR form
complete?

Conflict
with
current
drafting

Yes

Step 3

Standing
Committee
Executive
Committee
Action

\ 4 A 4 \ 4

Remand Accept Reject
request request request

A 4

Post request
for public Step 4

notice

!

Exhibit C to Amended and Restated SERC Regional Entity Delegation Agreement Proposed Revision 2
SERC Board Executive Committee Approved: December 14, 2011 Page 34



SERC Regional Reliability Standard Development Procedure
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EXHIBIT D — COMPLIANCE MONITORING AND ENFORCEMENT
PROGRAM

1.0 REGIONAL COMPLIANCE MONITORING AND ENFORCEMENT
PROGRAM

SERC Reliability Corporation 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 SERC Reliability Corporation’s geographic
or electrical boundaries, and such other scope, set forth on Exhibit A of this
Agreement.

2.0 REGIONAL HEARING OF COMPLIANCE MATTERS

SERC Reliability Corporation shall es tablish 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 pen alty or
sanction, or a propos ed mitigation plan, which shall be a balanced complianc e
panel reporting directly to SERC Reliability Corporation’s board.

SERC Reliability Corporation’s Hearing Body is the Board Compliance
Committee, or a subset of the Board Compliance Committee. The Board
Compliance Committee is comprised of SERC board members appointed by the
Board of Directors. The Board Compliance Committee representation is as
follows:

e The Investor-Owned Utility Sector shall have three (3) representatives;
e The Federal/State Sector shall have two (2) representatives;

e The Cooperative Sector shall have two (2) representatives;

e The Municipal Sector shall have two (2) representatives;

e The Marketer Sector shall have on (1) representative;

e The Merchant Electricity Sector shall have one (1) representative;

e The ISO-RTO/Customer Sector shall have one (1) representative

Consistent with the Hearing Procedures, a quorum for the purpose of constituting
a Hearing Body shall be half of SERC’ s Board Compliance Committee, or six
members including alternates. In addition to the quorum requirement, the chair

of the Board Compliance Committee sha Il declare the Hea ring Body duly
constituted only if no two sectors can control and no one s ector can veto the
actions of the Hearing Body (the “Sector Control Requirements”). To ensure that
the Sector Control Requirements are met in the formation of a Hearing Body, the
Chair shall adhere to the following in declaring the Hearing Body duly constituted:

e |If the Hearing Body is made up of six (6) members of the BCC, then each
sector shall have no more than one (1) representative on the Hearing
Body.
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e |f the Hearing Body is made up of seven (7) or eight (8) members of the
BCC, then only one sector can have two (2) representatives on the
Hearing Body, and each other sector can have only one (1) representative
on the Hearing Body.

o |[f the Hearing Body is made up of nine (9) or ten (10) members of the
BCC, then no sector can have more than two (2) representatives on the
Hearing Body.

e |[f the Hearing Body is made up of eleven (11) or twelve (12) members of
the BCC, then the Sector Control Requirements are met, as no two
sectors would have enough votes to control, and no one sector would
have the ability to veto.

Approval of all actions before a duly constituted Hearing Body shall require a
simple majority of the votes cast, with each member of the Hearing Body having
one vote. The decision of any duly constituted Hearing Body pursuant to these
requirements shall be final and binding on the Corporation, without requiring
either the full Compliance Committee or the Corporation to ratify the Hearing
Body’s actions.

3.0 OTHER DECISIONMAKING BODIES
SERC Reliability Corporation does not use decision making bodies within its

compliance program other than the Board Compliance Committee described in
Section 2.0.
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Exhibit E — Funding
1. Scope of activities funded through the ERO funding mechanism
SERC 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:

¢ Reliability Standard Development

e Compliance Monitoring and Enforcement

e Organization Registration and Certification

o Reliability Assessment and Performance Analysis (including necessary data
gathering activities)

o Event Analysis and Reliability Improvement

e Training and Education

e Situation Awareness

e Infrastructure Security

2. Preparation of Annual Business Plan and Budget

(a) NERC and SERC, in conjunction with the other Regional Entities, shall
collaboratively develop an annual schedule for the development, submission, review and
approval of SERC’s business plan and budget. The annual schedule for the preparation of
business plans and budgets shall require SERC (i) to submit to NERC draft(s) of SERC’s
proposed business plan and budget and other preliminary documents and information, and
(i) to submit a final proposed business plan and budget that has been approved by SERC
Board of Trustees to NERC by July 1 or such other agreed date as provides sufficient time
for NERC’s review, approval and submission of SERC’s business plan and budget to the
Commission 130 days in advance of the beginning of each fiscal year. The SERC
business plan and budget submission shall include supporting materials, including SERC’s
complete 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. SERC'’s business plan and budget and proposed assessments shall provide
for reasonable reserve mechanisms for unforeseen and extraordinary expenses and other
contingencies, consistent with generally accepted accounting principles.

(b) NERC shall review and approve SERC'’s proposed business plan and budget and
proposed assessments for performing the delegated functions and related activities
described in Sections 5, 6 and 7 of this Agreement and listed above in Section 1 of this
Exhibit E, or shall direct SERC to make such revisions as NERC deems appropriate prior
to approval. NERC shall submit SERC’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.

3. Allocation of Costs

Assessments to fund the costs of SERC’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
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accordance with Section 9(b) of the Agreement. SERC shall submit to NERC annually at
the same time it submits its budget request a list of the load-serving entities or designees
within its geographic boundaries that shall be responsible for paying SERC’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 SERC’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

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

(b) NERC shall pursue any non-payments of assessment amounts and shall request
assistance from ERO Governmental Authorities as necessary to secure collection. To the
extent reasonably practicable, SERC shall assist NERC in pursuing and collecting any non-
payments. Notwithstanding the foregoing, SERC 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 SERC’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 SERC'’s region.

(c) Upon approval by ERO Governmental Authorities of SERC’s annual assessment to
fund the costs of its delegated functions and related activities, NERC shall pay SERC’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 SERC,
other than penalty monies received from an operational function or division or affiliated
entity of SERC, shall be applied as a general offset to SERC’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 SERC 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.

6. Budget and Funding for SERC’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”), SERC performs the following
other functions and activities (such other functions and activities being referred to in this
Section 6 as "non-statutory activities"): None.

SERC shall employ the following methods and procedures to (i) keep its funding
mechanisms for its statutory activities separate from its funding mechanisms for its non-
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statutory activities, and (ii) record the costs it incurs in the performance of its non-statutory
functions separately from the costs it incurs in the performance of its statutory functions:
Not applicable.

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

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

7. Amended or Supplemental Business Plans and Budgets

During the course of the fiscal year, if SERC determines it does not or will not have
sufficient funds to carry out its delegated functions and related activities, SERC 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 SERC’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 SERC to
make such revisions as NERC deems appropriate prior to approval. NERC shall submit
SERC'’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 a request made to SERC with reasonable notice, NERC shall have access to and
may review all financial records of SERC, including records used to prepare SERC’s
financial statements. NERC shall conduct reviews of the quarterly and annual financial
statements submitted by SERC pursuant to Section 9(h) and (i) of the Agreement. SERC
shall provide supporting documentation for the quarterly and annual financial statements as
reasonably requested by NERC.
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ATTACHMENT 3

AMENDED DELEGATION AGREEMENT

BETWEEN

NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION

AND

SERC RELIABILITY CORPORATION

REDLINED VERSION




AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION
AND SERC RELIABILITY CORPORATION

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 SERC Reliability Corporation (“SERC”), 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 SERC 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 |, 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;

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 SERC provided that:

(A) The Regional Entity is governed by —
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(i) an independent board;
(i) a balanced 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{ihe 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
basis is just, reasonable, and not unduly discriminatory or preferential, and in the public

interest;

WHEREAS, SERC 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 SERC to carry out certain of its activities in

furtherance of its responsibilities as the ERO under the Act;

WHEREAS, NERC has concluded that SERC 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 SERC, 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
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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 SERC 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:

(a) Breach means (i) the failure of a Party to perform or observe any material term,
condition or covenant of the Agreement or (ii) a representation 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.
(c) Delegated Authority means the authority delegated by NERC to SERC 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. Representations.

(a) For purposes of its Delegated Authority, SERC hereby represents and warrants
to NERC that:

(i) SERC 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 prevents it from executing this
Agreement and fulfilling its obligations hereunder. SERC is governed in accordance with its
bylaws by a balanced stakeholder board. Pursuant to these bylaws, no two industry sectors
can control any SERC decision and no single industry sector can veto any SERC 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
SERC.
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(i) As set forth in Exhibit C hereto?, SERC has developed a standards
development procedure, which provides the process that SERC may use to develop Regional
Reliability Standards [and Regional Variances, if the regional entity is organized on an

Interconnection-wide basis] that are proposed to NERC for adoption.

(iii) As set forth in Exhibit D hereto, SERC 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 SERC’s

geographic boundaries as shown on Exhibit A.

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

(i) 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 prevents it 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.

3. Covenants.

(a) During the term of this Agreement, SERC 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 (e)(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 SERC under this Agreement without first
obtaining the consent of SERC, which consent shall not be unreasonably withheld or delayed.

(c) During the term of this Agreement, NERC and SERC

' The Exhibit B from SERC shall meet the requirements contained in Exhibit B to this Agreement.
2 The Exhibit C from SERC shall meet the requirements contained in Exhibit C to this Agreement.
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shall adhere to and require that all participants in their respective activities under this

Agreement follow and comply with the NERC Antitrust Compliance Guidelines.

4, Delegation of Authority.

(a) Based upon the representations, warranties and covenants of SERC 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 SERC 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 SERC shall not monitor and enforce compliance with Reliability
Standards for SERC or an affiliated entity with respect to reliability functions for which SERC or
an affiliate is a Registered Entity. Any exclusions from this delegation of authority to SERC
within, or additions to this delegation of authority to SERC beyond, the geographic boundaries
set forth on Exhibit A are stated on Exhibit A.

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

(c) Nothing in this Agreement shall prohibit SERC 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 Authorities in Canada or Mexico
shall be governed by a separate agreement and is outside the scope of this Agreement;
provided, however, that both SERC and NERC shall endeavor to ensure that this Agreement
and such separate agreements are compatible.

(e) As a condition to this delegation of authority and subject to the provisions of

Section 17 of this Agreement, SERC shall comply with the applicable provisions of NERC’s
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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.

(a) In connection with its Delegated Authority, SERC shall be entitled to:

(i) 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 SERC reasonable notice and
opportunity to be heard; and

(i) develop Regional Reliability Standards [and Regional Variances, if
Regional Entity is organized on an Interconnection-wide basis] through SERC’s process as set
forth in Exhibit C. Proposals approved through SERC’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 as it 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
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 disapprove it in writing
setting forth its reasons. SERC 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 basis is 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'’s review of the proposal.
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6. Enforcement of Compliance with Reliability Standards.

(a) In connection with its delegated authority pursuant to this Agreement, SERC
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 SERC 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. SERC 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, SERC 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) SERC shall report promptly to NERC any Possible Violation, Alleged Violation,
or Confirmed Violation of a Reliability Standard, and its eventual disposition by SERC. 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 SERC 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.

(c) 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
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disclosure is required, 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 SERC 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 a disposition 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 SERC’s dispositions based on the following criteria:

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

(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 SERC 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. SERC may submit a disposition requiring NERC approval
that has been rejected by NERC, or a revised disposition following a rejection, 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 SERC’s

disposition of a Possible Violation, Alleged Violation, or Confirmed Violation shall be made by
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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 penalties imposed by SERC as a result of a decision by SERC’s
Hearing Body shall be filed with, heard by and disposed of by, NERC in accordance with the
NERC Rules of Procedure.

(f) SERC 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) SERC 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) As part of its compliance monitoring and enforcement program, SERC 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 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) As often as NERC deems necessary, but no less than every five years, NERC shall
review SERC’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.

() SERC may also perform compliance monitoring and enforcement activities outside
of the Region shown on Exhibit A, on behalf of NERC and/or other Regional Entities, such
activities to be undertaken pursuant to a contract between SERC and each such other

Regional Entity that is approved by NERC and by the Commission.
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7. Delegation-Related Activities.

NERC will engage SERC 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. SERC 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 criteria for registration of owners, operators,
and users of the Bulk-Power System as Registered Entities and shall apply the registration
criteria to register owners, operators and users of the Bulk-Power System as Registered
Entities.

(i) NERC shall maintain a registration database of Registered Entities, based
on data and information provided by SERC and other Regional Entities. SERC shall provide
timely and accurate information relating to registrations to NERC, on at least a monthly basis,
to enable NERC to maintain a registration 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) Reliability Assessment and Performance Analysis. SERC 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. SERC 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
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shall be used by SERC and other Regional Entities in carrying out their responsibilities under
this subsection (c).

(d) Event Analysis and Reliability Improvement. SERC shall conduct event analysis
pursuant to the NERC Rules of Procedure and applicable governmental regulations. NERC
and SERC 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, SERC shall disseminate to the electric industry lessons
learned and other information obtained or resulting from event analysis.

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

(f) Situation Awareness and Infrastructure Security.

(i) SERC 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) SERC 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 Performance 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 SERC’s performance of its Delegated Authority and related
activities pursuant to this Agreement. It is the intent of NERC and SERC that matters relating
to NERC’s oversight of SERC’s performance of its Delegated Authority and related activities
shall be established or resolved by collaboration between NERC and SERC 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.

(a) (i) NERC shall develop, in collaboration with SERC and other Regional Entities,

performance goals, measures and other parameters (including, without limiting the scope of
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such goals, measures and parameters, financial performance goals, measures and
parameters), and performance reports, which shall be used to measure NERC’s and SERC’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. SERC shall provide data, information and reports
to NERC, in accordance with established schedules, to enable NERC to calculate SERC’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 SERC’s performance of its delegated functions and related
activities and to provide advice and direction to SERC on performance improvements. The
performance goals, measures and other parameters and the values of such goals, measures
and parameters, shall be reviewed by NERC, SERC 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, SERC 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 SERC'’s
performance against the performance goals, measures and parameters, or performance of
specific activities, to be unsatisfactory, provided, that prior to requiring SERC to adopt and
implement an action plan or other remedial action, NERC shall issue a notice to SERC of the
need and basis for an action plan or other remedial action and provide an opportunity for SERC
to submit a written response contesting NERC’s evaluation of SERC’s performance and the
need for an action plan. SERC 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 SERC shall work collaboratively as needed in the development and implementation
of SERC'’s action plan. A final action plan submitted by SERC 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-pubilic.

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

(c) (i) NERC may issue directives to SERC concerning the manner in which SERC
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
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considered “directives.” NERC shall initiate the development of a directive through a
collaborative process with SERC 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 a period of time that is reasonable under the circumstances, NERC
and SERC 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), SERC 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 a directive by the NERC President, it shall be binding
upon, and shall be complied with by, SERC, subject to reasonable time periods for adoption,
implementation, and funding of any necessary resources. Upon request by SERC, the NERC
Board (or a committee of the Board to which the Board delegates appropriate authority) shall
review and shall confirm, revise or revoke any directive that was issued by the NERC President
without SERC’s agreement, provided, that SERC shall request such review within thirty (30)
days following issuance of the directive by the NERC President unless good cause can be
shown for a later request.

(iv) NERC and SERC 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 as to
whether the directive shall be made public, the NERC President shall decide whether the
directive will be made public, provided, that is the intent of the Parties that the NERC President
shall apply a presumption that directives should be made public, unless the NERC President
makes a written determination stating a specific reason for maintaining a particular directive as
non-public.

(d) In addition to the issuance of directives pursuant to subsection (c), the NERC Board
(or a Board committee to which the Board has delegated authority) may issue guidance or
directions as to the manner in which SERC, 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
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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. SERC, 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 SERC, 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 SERC performed by NERC shall be limited to an examination of
SERC’s compliance with this Agreement, NERC’s Rules of 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.

9. Funding.
SERC 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:

(a) SERC 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. SERC’s proposed
business plan and budget shall describe the activities necessary for, and provide a budget with
adequate resources for, SERC 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.
SERC'’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) SERC and NERC agree that the portion of SERC’s approved budget for the
functions and activities described in Sections 5, 6 and 7 and listed on Exhibit E that is to 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
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Load, or through such other formula as is proposed by SERC and approved by NERC and the
Commission. If SERC proposes to use a formula other than Net Energy for Load beginning in
the following year, SERC shall submit the proposed formula to 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 SERC to the Commission pursuant to the ERO
Regulations for such year.

(c) NERC shall determine that the assessments to fund the costs for its statutory
functions in its Commission-approved budget are first allocated fairly among the
Interconnections and regions according to the applicability of this work 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 SERC 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) SERC 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, as well as for all other activities of SERC, 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 SERC’s performance of its Delegated Authority and related
activities in accordance with SERC’s Commission-approved business plan and budget, in the
amount of SERC’s assessments to end users approved by the Commission. Exhibit E sets
forth the procedures and timing for billing and collecting SERC’s approved assessments from
end users and other entities and payment of the approved assessment amount to SERC,
unless otherwise modified and approved by NERC and the Commission. NERC shall not
impose any material obligation or requirement regarding the Delegated Authority upon SERC
that has not been provided for in an approved business plan and budget or an approved
amended or supplemental business plan and budget, without SERC’s consent.

(g) NERC shall develop, in consultation with the Regional Entities, a reasonable and

consistent system of accounts, with a level of detail and record keeping comparable to the
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Commission’s Uniform System of Accounts and sufficient to allow the Commission to compare
each Commission-approved NERC and SERC fiscal year budget with the actual results at the
NERC and Regional Entity levels. SERC 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) SERC 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) SERC shall submit audited financial statements annually, including supporting
materials, in a form provided by NERC no later than May 1 of the following year.

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

propose and implement an alternative use of penalty monies to 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. SERC 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 SERC from contracting with other entities to assist it in carrying out its
Delegated Authority, provided SERC 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
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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. Term and Termination.

(a) 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 SERC
continues to meet all applicable statutory and regulatory requirements necessary to maintain its
eligibility for delegation. If SERC 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 SERC 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 a term
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 a transition of SERC’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 SERC may

unilaterally terminate.
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(c) If any provision of this Agreement, or the application thereof to any person,
entity or circumstance, is held by a court or regulatory authority of competent jurisdiction to be
invalid, void, or unenforceable, or if a modification or condition to this Agreement is imposed by
a regulatory 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 SERC 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. SERC 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 a review of such action or inaction by the Commission. NERC and SERC shall not be
liable to one another for any damages whatsoever, including without limitation, direct, indirect,
incidental, special, multiple, consequential (including attorneys’ fees and litigation costs),
exemplary, or punitive damages arising out of or resulting from any act or omission associated
with the performance of the SERC’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
SERC or NERC is found liable for gross negligence or intentional misconduct, in which case
SERC 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.
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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 a court, administrative agency, or arbitration panel, in which event the recipient
hereby agrees to provide the Party that provided the Confidential Information with prompt
notice of such request or requirement in order to enable such issuing Party to (a) seek an
appropriate protective order or other remedy, (b) consult with the recipient with respect to
taking steps to resist or narrow the scope of such request or legal process, or (c) waive
compliance, in whole or in part, with the terms of this Section. 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 advises is legally required and to exercise best efforts to obtain assurance that
confidential treatment will be accorded to such Confidential Information. In addition, each Party
shall ensure that its officers, trustees, directors, employees, subcontractors and subcontractors’
employees, and agents to whom Confidential Information is exposed are under obligations of
confidentiality that are at least as restrictive as those contained herein. This confidentiality
provision does not prohibit reporting and disclosure as directed by NERC, as set forth in

Section 6 of this Agreement.
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. Amendments to 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 SERC
under this Agreement without first obtaining the consent of SERC, which consent shall not be
unreasonably withheld or delayed. To the extent SERC 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 SERC under this Agreement, SERC shall have the option,

exercisable no later than 60 days after issuance of such order, to terminate this Agreement.

Amended and Restated SERC Regional Delegation Agreement Page 19 of 23

Approved by FERC Effective October 7, 2011



Such termination shall be effective one year following written notice by SERC to NERC and the

Commission, or at such other time as may be mutually agreed by SERC and NERC.

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

NERC and SERC (including disputes relating to NERC’s performance of its obligations under
this Agreement and/or disputes relating to SERC’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. SERC 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.

(a) 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 is invoking 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 a resolution 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
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(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 a resolution of the dispute is achieved by the Parties, it shall be memorialized in 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 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 is the 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 given in
writing to a Party at the address set forth below, or at such other address as a Party shall
designate for itself in writing in accordance with this Section, and shall be delivered by hand or

reputable overnight courier:

If to NERC: If to SERC:
North American Electric SERC Reliability Corporation
Reliability Corporation 2815 Coliseum Centre Drive
116-390 Village Blvd. Suite 500
Princeton, NJ 08540-5721 Charlotte, NC 28217
Attn: General Counsel Attn: President and CEO
Facsimile: (609) 452-9550 Facsimile: (704) 357-7914
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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.

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
SERC 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, as long 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 a lessening 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 as the 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 SERC RELIABILITY CORPORATION
RELIABILITY CORPORATION

By: By:

Name: Name:

Title: Title:

Date: Date:
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1.0 Regional Boundaries

The geographic boundaries of SERC Reliability Corporation (SERC) are determined by
the service areas of its membership, comprised of investor-owned utilities, municipal,
cooperative, state and federal systems, merchant electricity generators and power
marketers.

SERC covers an area of approximately 560,000 square miles in sixteen states: all of
Alabama, Georgia, Mississippi, North Carolina and South Carolina, and portions of
Arkansas, Florida, lllinois, lowa, Kentucky, Louisiana, Missouri, Oklahoma, Tennessee,
Texas and Virginia.

Service provided by SERC members in areas which overlap with neighboring regions:

e The area in southern lowa is served by N.E. Missouri Electric Power Cooperative, a
member of Associated Electric Cooperative, Inc., and N.W. Electric Power
Cooperative, a member of Associated Electric Cooperative, Inc.

e The area in eastern Oklahoma is served by KAMO Electric Cooperative, Inc., a
member of Associated Electric Cooperative, Inc.

e The area in Arkansas is served by Entergy Arkansas.

e The area in western Missouri is served by N.W. Electric Power Cooperative, a
member of Associated Electric Cooperative, Inc., and KAMO Electric Cooperative,
Inc., a member of Associated Electric Cooperative, Inc.

e The area in N.E. Florida (part of Baker and Nassau counties) served by Okefenoke
Rural Electric Membership Corporation (OREMC), a member of Georgia System
Operations Corporation, and facilities physically located in Baker County, Florida
owned by Georgia Transmission Corporation (GTC) are part of the SERC Region
and not the FRCC Region.

A regional map is shown in Section 1.1.

SERC may also perform compliance and enforcement activities outside of the Region,
on behalf of NERC and/or other Regional Entities, such activities to be undertaken
pursuant to a contract between the Regional Entities that is approved by the Board
Executive Committee, NERC and the Federal Energy Regulatory Commission.
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Regional Boundaries

1.1 SERC Regional Map
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Exhibit B — Governance

Exhibit B sets forth SERC Reliability Corporation’s bylaws, which NERC agrees
demonstrate that SERC meets the following criteria:

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

CRITERION 2: The Regional Entity has established rules that assure its independence
of the users and owners and operators of the bulk power system, while assuring fair
stakeholder representation in the selection of its directors. (Federal Power Act 8
215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order No. 672 at 1 699, 700.)

CRITERION 3: If the Regional Entity has members, the Regional Entity has established
rules that assure that its membership is open, that it charges no more than a nominal
membership fee and agrees to waive the fee for good cause shown, and that
membership is not a condition for participating in the development of or voting on
proposed Regional Reliability Standards. (Federal Power Act § 215(c)(2)(A) and (e)(4),
18 C.F.R. § 39.8(c)(2), Order No. 672 at 11 170-173.)

CRITERION 4: The Regional Entity has established rules that assure balance in its
decision-making committees and subordinate organizational structures and assure no
two industry sectors can control any action and no one industry sector can veto any
action. (Federal Power Act § 215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order No.
672 at 1 728.)

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

Exhibit B to Amended and Restated SERC Regional Delegation Agreement Page 2 of 2
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AMENDED AND RESTATED
BYLAWS
OF

SERC RELIABILITY CORPORATION
[Hereinafter referred to as the “Corporation”]

An-AlabamaA North Carolina Nonprofit Corporation

ARTICLE |-

OFFICES

1.1 Principal Office. The principal office of the Corporation shall be located
in the City of Charlotte, Mecklenburg County, North Carolina. The Board of Directors
may by resolution change the location of this office from time to time.

1.2 Other Offices. The Corporation may have other offices;—either—within-or
ouiside-of-the-State-ef Alabama; at such place or places as the Board of Directors may
from time to time appoint or the business of the Corporation may require.

ARTICLE Il




ARHCLEEH

-~ MEMBERSHIP

32.1 General. —The Corporation shall be a membership corporation.
MembersEntities that meet the eligibility requirements and apply for membership in the
Corporation shall hereinafter be referred to individually as a “Member Company” and
collectively as "Members"oer"Member Systems-“Companies".

32.2 Eligibility.—_ Membership in the Corporation is open to any entity in the
SERC Reaqion that is a user, owner or operator of the Bulk-_Power System and_is
subject to the jurisdiction of the Federal Energy Regulatory Commission for the purpose
of complying with Reliability Standards established under Section 215 of the Federal
Power Act and all amendments thereto. Membership in the Corporation is voluntary;
however, membership is predicated on mandatory acceptance of the responsibility to
promote, support, and comply with Reliability Standards of the Corporation and the
North American Electric Reliability Corporation ("NERC"), and to assist the Corporation
in its compliance with the terms and provisions of a Delegation Agreement (a
“Delegation Agreement”) with NERC, by which NERC delegates authority to propose

and enforce Relrabrlrty Standards pursuant to 16 U S. C 8 —824-n—|;er—|eur|eeses—e#

Entrty—shaﬂ—leeea&deﬁnedﬁq—lé%é%—%%m or the correspondlnq provisions of

any subsequent U.S. Code revisions.

32.3 Termination.——Members—ay-cease-to-be-a-memberof A Member

Company may terminate its membership in the Corporation by giving the Board of
Directors at least thirty (30) days written notice of thewr—intentionits intent to
eeaseterminate such membership (such membersMember Companies shall hereinafter

be referred to as "Terminated MembersMember Companies"). Terminated
MembersMember Companres shall nevertheless continue to be liable for any and aII
obligations

incurred prior to the end of the calendar year in WhICh such notice is given, including,
but not limited to, the obligation to pay a pro rata share of any Corporation expense. In
addition to termination of membership by the Member_Company, the Board of Directors,
following notice to the Member_Company, may terminate the membership of a Member
Company if in the judgment of the Board of Directors that Member Company has
violated its obligations and responsibilities to the Corporation. FhisThe termination of
the membership of a Member Company by the Board of Directors shall require a
Bicameral-Supermajority vote, as defined in these Bylaws.

32.4 Sectors. Each Member and-theCustomer—RepresentativesCompany

October28. 2000
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| shall be classified by the Executive Committee in one of the following seven (7) Sectors
(each a “Sector”, and collectively, the “Sectors”):

(@)

(b)

(©)

(d)

(e)

(f)

Investor-Owned Utility Sector — This Sector includes any investor-
owned entity with substantial business interest in ownership and/or
operation in any of the asset categories of generation, transmission
or distribution.

Federal/State Sector — This Sector includes any U.S. federal entity
that owns and/or operates electric facilities and/or provides
balancing authority services, in any of the asset categories of
generation, transmission, or distribution; or any entity that is owned
by or subject to the governmental authority of a state and that is
engaged in the generation, delivery, and/or sale of electric power to
end--use customers primarily withwithin the political boundaries of
the state.

Cooperative Sector — This Sector includes any non-governmental
entity that is incorporated under the laws of the state in which it
operates, is owned by and provides electric service to end-use
customers at cost, and is governed by a board of directors that is
elected by the membership of the entity; and any non-governmental
entity owned by and which provides generation and/or transmission
service to such entities.

Municipal Sector — This Sector includes any entity owned by or
subject to the governmental authority of a municipality, that is
engaged in the generation, delivery, and/or sale of electric power to
end-use customers primarily within the political boundaries of the
municipality; and any entity, whose members are municipalities,
formed under state law for the purpose of generating or purchasing
electricity for sale at wholesale to their members.

Marketer Sector— This Sector includes any entity that is engaged in
the activity of buying and selling of wholesale electric power in the
SERC Region on a physical or financial basis.

Merchant Electricity Generator Sector — This Sector includes any
entity that owns or operates an electricity generating facility or
provides balancing authority services for such entities. This
includes, but is not limited to, small power producers and all other
non-utility producers such as exempt wholesale generators who sell
electricity at wholesale.

October28,2009—
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(@)

ISO-RTO/Custemer Sector — This Sector includes (3-any entity that
operates a FERC approved ISO or RTO-anrd{ih—theCustomer

Representatives:.

The Executive Committee’s classification of a Member Company in a particular Sector

may only be changed by the Executlve Commlttee Feppu%pese&eﬁhese—bwaws—the

32.5 Transfer of Membership. —A Member_Company may not give or

otherwise transfer its membership, except to a successor that becomes a Member
Company in accordance with the terms and conditions of these Bylaws, and provided

that the successor continues to meet its predecessor’s obligations.

ARTICLE #II -

PURPOSES

43.1 General Purposes. The purpose of the Corporation is to promote

effective and efficient administration of Bulk-_Power System reliability in the areas

serviced-by-its-Member-Systems-.SERC Region, as defined in Section 3.2. In pursuit of
this goal, the Corporation wilishall:

(@)

(b)

()
(d)

(e)

enter into a Delegation Agreement to serve as a Regional Entity
pursuant to 16 U.S.C. § 824r8240 or the corresponding provisions
of any subsequent U.S. Code revisions;

promote the development of reliability and adequacy arrangements
among the systems withinin the SERC Region;

participate in the establishment of Reliability Standards;

participate in the measurement of performance relative to these
Reliability Standards;

promote conformance to and compliance with these Reliability
Standards;

Swetebopoe 2S00
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() develop and exchange information with respect to planning and
operating matters relating to the reliability and adequacy of the
Bulk- Power System,;

(9) review as necessary activities withinin the_ SERC Region on
reliability and adequacy in order to meet Reliability Standards;

(h) provide a mechanism to resolve disputes on reliability issues in a
manner that meets the needs of the parties and the SERC Region;
and

0] provide information with respect to matters considered by the
Corporation, where appropriate, to the Federal Energy Regulatory
Commission ("FERC") and to other federal and state agencies
concerned with reliability and adequacy.

43.2 Geographic Area The Corporation accompllshes its purposes in a

deflned in Exh|b|t A of the Amended and Restated Delegation Agreement Between

North American Electric Reliability Corporation and SERC Reliability Corporation. .

43.3 Other Statutory Functions. The Corporation may also perform statutory
functions outside of the SERC Region, on behalf of NERC or other Regional Entities;.
The Corporation may undertake such activities to-be-undertaken-pursuant to a contract
that is approved by the Beard-Executive Committee.

ARTICLE VIV -

BOARD OF DIRECTORS

54.1 General Powers. The affairs of the Corporation shall be managed by its
Board of Directors—Directorsneed-notberesidents-of-the State-of Alabama— except as
otherwise provided in these Bylaws.

54.2 NumberComposition and_ Eligibility. The Board of Directors shall

October28. 2000
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consist-ofbe comprised of no fewer than three (3) Directors and no more than two (2)
Customer Advisors.

Each Director shall be the principal officer or other authorized representativeemployee
from eacha Member and-shall-also—include—two(2)-Company or a company that

controls, is controlled by, or is under common control with such Member Company (an
“afflllated entltv”) Each Member Company mav appoint one (1) Director to the Board of

namber—ef—drreeteps—shaﬂ—be—tmy—teew%Dlrectors Each Director shaII serve unt|I

otherwise replaced by the applicable Member_Company. Each Member Company may

designate one (1) alternate Director, who shall be a principal officer or other authorized
employee from the Director's Member Company or an affiliated entity, to serve in the
place of the Member Company’s Director at any meeting of the Board of Directors (an
“Alternate Director”). Directors _may not otherwise use proxy votes. Any vacancy
occurring among the Directors or Alternate Directors shall be filled by the applicable
Member Company.

Each Customer Advisor shall be a person who is (i) employed by an entity that receives
service at retail and does not otherwise sell, purchase, or transmit power over the Bulk
Power System or own, operate or maintain, control or operate facilities or systems that
are part of the Bulk Power System; (ii) a state public utility commission representative;
or _(iii) any other customer advocate. Should the Board of Directors not include two (2)
Customer Advisors, the Board of Directors may elect additional Customer Advisors to fill
such vacancies. The term of these Customer Advisors shall be for a two (2) year

period.

The Chair of FERC and the chair or president of any State Utility Commission in a state
in which electric service is provided by a Member Company of the Corporation shall be
invited to designate an observer to attend meetings of the Board.

54.3 Regqular Meetings of the Board. Unless otherwise determined by the
ChairmanChair, a regular meeting of the Board of Directors shall be held without other
notice than this-bylawthese Bylaws on the fourth Wednesday in the months of April and
October in each year;-beginning-with-the-year2005.. Notwithstanding the foregoing, the
ChairmanChair may elect to hold a regular semi-annual meeting of the Board of
Directors on another date provided that the Board receives at least theten (10)
days'days advance notice. If the day fixed for the meeting shall be a legal holiday in the
State of AlabamaNorth Carolina, the meeting shall be held on the next succeeding
business day. The Board of Directors may designate any place;eitherwithin-or-outside
of-the-State—of -Alabama; as the place of meeting for any meeting. The Board of
Directors may provide by resolution the time and place;—eitherwithin-er-outside—of-the
State-of-Alabama; for the holding of additional regular meetings of the Board without
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other notice than the resolution. Members-of-the Beoard-of-Directors or any committee
designated thereby-by the Board of Directors may participate in a—meeting—ef-such
Board or committee_meetings by means of a telephone conference, webcast or any
other communication by means of which all persons participating in the meeting can
hear each other at the same time, and participation by such means shall constitute
presence in person at such meeting.

54.4 Special Meetings of the Board. Special meetings of the Board of
Directors may be called by—er—at the request of the ChairmanChair, or by
directorsDirectors holding twenty percent (20%) or more of the Individual Votes. The
ChairmanChair may fix any place.—eitherwithin-or-outside-of-the-State-of-Alabama, as
the place for holding any special meeting of the Board.

54.5 Notice of Special Meetings. Notice of any special meeting of the Board
of Directors shall be given at least two (2) days previeushyprior to the special meeting by
written notice delivered personally, or sent by mail or_ electronic _mail to each
directorDirector at the address as shown by the records of the Corporation. If mailed,
such notice shall be deemed to be delivered when deposited in the United States mail in
a sealed envelope so addressed, with postage prepaid. _If sent by electronic mail, such
notice shall be deemed to be delivered when sent via electronic _mail. Any
directorDirector may waive notice of any meeting. The attendance of a direeterDirector
at any meeting shall constitute a waiver of notice of such meeting, except where a
directorDirector attends a meeting for the express purpose of objecting to the
transaction of any business because the meeting is not lawfully called or convened.
Neither the business to be transacted at, nor the purpose of, any special meeting of the
beardBoard need be specified in the notice or waiver of notice of such meeting, unless
specifically required by law or by these Bylaws.

54.6 Election of Board Officers and Executive Committee.——_ Biennially,
at the April meeting, the Board of Directors shall elect ereBoard Officers from among
the Directors for the positions of their-directors-to-serve-as-Chairman,-one-asChair, Vice
ChairmanChair, and ene—as-Secretary-Treasurer, each for a term of two (2) years:
beginning on July 1st after the election. No Director may serve in more than one (1)
Board Officer position at the same time. The ChairmanChair shall conduct all meetings
and shall be responsible for the preparation of the agenda. In the Chairman’sChair’s
absence, the Vice ChairmanChair shall serve as Chairmanacting Chair. In the event
that an-efficera Board Officer cannot complete ahis or her term, the Board of Directors
may hold a special election may-be-held—to elect a replacement Board Officer for the
remainder of the unexpired term.

At the same time, the Board shall also approve membersrepresentatives to the
Executive Committee electednominated by the Sectors to serve for a period of two (2)
years. Each Sector may also elect alternate—membersalternates to the Executive
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| Committee, and, if a Sector has more than one fember(l) representative on the
Executive Committee, such Sector shall designate the priority of succession by such

alternates.

54.7 Agenda.— As far in advance of each regular and special meeting as
practical, an agenda shall be distributed to each Beard—memberDirector and

representativeCustomer Advisor.

| 54.8 CertainVoting Definitions.

(@)

(b)

(€)

(d)

(e)

"Adjusted Weighted Vote" shall mean the number of votes of each
directorDirector determined in the manner set forth in Section 54.9
hereof.

"Bicameral-Simple Majority" shall require the presence of a quorum
and the (i) concurrence of directorsDirectors whose combined
Individual Votes are greater than fifty {56)-percent (50%) of the total
Individual Votes of all directersDirectors present at the meeting and
entitted to vote on the issue (the “Individual Vote Test”), (ii)
concurrence of directorsDirectors whose combined Adjusted
Weighted Votes are greater than fifty {56)-percent (50%) of the total
Adjusted Weighted Vote of all directersDirectors at the meeting and
entitled to vote on the issue (the “Adjusted Weighted Vote Test”),
and (iii) for at least one of the Individual Vote Test or the Adjusted
Weighted Vote Test, on aan individual Sector basis, the positive
vote mustshall outweigh the negative vote for at least three
Sectors.

"Bicameral-Supermajority” shall require the presence of a quorum
and the concurrence of (i) directorsDirectors whose combined
Individual Votes equal or exceed two-thirds (2/3) of the total
Individual Votes of all directorsDirectors present at the meeting and
entitled to vote on the issue, provided that a quorum is present, and
(i) direetorsDirectors whose combined Adjusted Weighted Votes
are greater than two-thirds (2/3) of the total Adjusted Weighted
Vote of all directorsDirectors present at the meeting and entitled to
vote on the issue.

“Individual Vote" shall mean a single vote accorded to each
directorDirector.

"Given Year" shall mean the applicable fiscal year for which the
Adjusted Weighted Votes are calculated.

October28,2009—
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() "Reporting Year" shall mean the fiscal year immediately preceding
the Given Year.

()  "Previous Year" shall mean the fiscal year immediately preceding
the Reporting Year.

| 54.9 Determination of Adjusted Weighted Vote.— The direetors'Directors’
Adjusted Weighted Votes for a Given Year shall be determined by the following formula:

V = 10(1/N) + 30(B/C) + 30(D/E) + 30(F/G)

V = % of Adjusted Weighted Vote

| N = total number of MembersMember Companies

| B = MembersMember Company’s Previous Year internal peak
demand

| C = total of factor B for all MembersMember Companies

| D = MembersMember Company’s owned generating capacity as of
January 1 of the Reporting Year

E = total of factor D for all MembersMember Companies

October28. 2000
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F = Member’sMember Company’s sum of circuit miles of
transmission times the respective operating voltage for facilities of
69 kV and above as of December 31 of the Previous Year

G = total of factor F for all MembersMember Companies

54.10 Voting; Manner of Acting; Voting Rights; Quorum; Proxies.

—(a)

— (b

Except fer—amendments—toas otherwise provided in these

Bylaws, which-require—approval-by-a-Bicameral-Supermajority—all
other—actions by the Board of Directors require approval by a

Bicameral-Simple Majority vote.

Notwithstanding—anything —else—in—these Bylaws,—aA motion s

stillshall be deemed to have passed if it passes either-(but-ret-beth)-:

(€)

—_(d)

0] the Individual Vote Test; or
(i) the Adjusted Weighted Vote Test-is-satisfied-{sueh;

and, for purposes of the failed test (any test that is not Sa'[ISerd—IS
Fest;), on an individual Sector basis, the positive votes outweigh
the negative votes in every Sector but one.

MembersDirectors holding two-thirds (2/3) of the Individual Votes
shall constitute a quorum for action by the Board:-but-if-directors. |If
Directors holding less than two-thirds (2/3) of the Individual Votes
are present at the meeting, a majority of the direetersDirectors
present may adjourn the meeting from time to time without further
notice.

The intent of Section 54.8(b)(iii) and Section 54.10(b) is to ensure
that no two Sectors should be able to control any decision and that
a single Sector should not be able to veto any matter, respectively
(other than amendments to these Bylaws). In the event that either
of the foregoing shall nevertheless occur, the Members-wilMember
Companies shall promptly revise the provisions of these Bylaws so

Swetebopoe 2S00
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that no two Sectors wilishall be able to control any decision and no
single Sector willshall be able to veto any matter.

—5324.11 Compensation. Directors as—sueh-shall not receive any stated

salariescompensation from the Corporation for their services to the Corporation.

- 513

4.12 Informal Action by Directors. Any action required by law to be taken at
a meeting of directorsDirectors, or any action which may be taken at a meeting of
directorsDirectors, may be taken without a meeting if aall of the Directors consent in

writing;-setting-out to the action so taken;shal-be-sighed-by-al-of the-directors.

5:144.13 Duties. _The duties—of—the—Board of Directors shall
ineludehave the exclusive responsibility to:

(@) Manage-the-business-and-affairs-Authorize distributions;

(b) Recommend to members or approve dissolution, merger or the
sale, pledge or transfer of substantially all of the corporation’s
assets;

(c) Fill vacancies on any of the CerperationBoard’s committees;

(d)  Adopt rules, regulations and policies to implement and accomplish
Paopeeoo e e peco o ob Lo D e bt
amend, or repeal the Articles of Incorporation or Bylaws;
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(e) Form or dissolve committees;—subeommittees,-or-task-fereces- of the

Board as it deems necessary to carry out the business of the
Corporation; and

() Resolve any disputes regarding the MembersMember Companies

and the Corporation, if those issues cannot be resolved by the

| standing committees/_or subcommittees of the Corporation and are
not otherwise subject to NERC’s dispute provisions for non-
compliance with Reliability Standards.
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ARTICLE W

EXECUTVE-COMMITTEE/V - CORPORATE OFFICERS
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—— 65 Corporate Officers. The ExecutiveCoemmitteeBoard of Directors shall

arrange—for—the—services—of—appoint _a President/_& Chief Executive Officer, Vice
President, Secretary, and Treasurer of the Corporation. Two (2) or more of such offices

may be held by the same person, except for the offices of President/ & Chief Executive
Officer and Secretary. The Board of Directors may appoint such other officers and
assistant officers as it deems necessary.

e

5.2 President/ & Chief Executive Officer.——UYnder-general-direction,—the
The President shall be the Chief Executive Officer of the Corporation and shall manage
the operations of the Corporation to the end that its purposes wilishall be accomplished.
The Board Officers shall determine the compensation and benefits for the President
and& Chief Executive Officer-_(President). The President shall:

(a) {a)—Attend all Board of Directors and—standing
eemw%tee—meetmgs of the Corporation and NERC Stakeholder;

and Board of Trustees, and-Standing—Committee—meetings, as
these —committees —may—change from—time—to—time —and-—as

appropriate;

(b) {b)—Assist and coordinate the preparation of
testimony and reports;

(c) (c) Coordinate subregional activities and interregional
affairs, to include data collection;

October28. 2000
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(d) (d) Install and maintain an adequate system of accounts
and records;

(e) ——fe)——Arrange for meetings as directed,;

() Q) Assist the Corporation Committee ChairmenChairs as
appropriate;

(9) (9) Manage the business affairs of the Corporation,
including the Corporation staff;

(h) ) Maintain minutes of all the Corporation-related
meetings; and

) & Provide other assistance to the Corporation and
NERC, as appropriate.

6-#5.3Vice President. The Vice President shall perform such duties and
exercise such powers as may be assigned to him or her from time to time by the Board
of Directors, the Executive Committee, or the President. In the absence of the
President, or in the case of the President’s inability to act, the Vice President shall
perform the duties and exercise the powers of the President, but subject to the control
of the Board of Directors and the Executive Committee. The Board Officers shall
determine the compensation and benefits of the Vice President.

6.85.4 Secretary. The Secretary shall be custodian of the records and of the
seal of the Corporation and in general shall perform all duties incident to the office of
Secretary and such other duties as may, from time to time, be assigned to him or her by
the Board of Directors, the Executive Committee, or the President.

6.95.5 Treasurer. The Treasurer shall have charge and custody of, and be
responsible for, all funds and securities of the Corporation and deposit all such funds in
the name of the Corporation in such banks, trust companies, or other depositaries as
shall be selected in accordance with the provisions of these Bylaws; and in general,
perform all of the duties incident to the office of Treasurer and such other duties as from
time to time may be assigned to him or her by the Board of Directors, the Executive
Committee, or the President.

ARTICLE VH

October28. 2000
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COMPLIANCEVI - EXECUTIVE COMMITTEE

aa maea 'a mae N a¥a 2¥a 61

Executive Committee Representatives. The Executive Committee shaIIE
comprised of twelve (12) Sector representatives from the Board of Directors, consisting
of:

(a) The Investor-Owned Utility Sector shall have three (3)
representatives:

(b) The Federal/State Sector shall have two (2) representatives;

(c) The Cooperative Sector shall have two (2) representatives;

(d) The Municipal Sector shall have two (2) representatives;

(e) The Marketer Sector shall have one (1) representative;

(f) The Merchant Electricity Generator Sector shall have one (1)
representative; and

October28,2009—
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(@) The ISO-RTO/Custemer Sector shall have one (1) representative.

It is the desire of the Board of Directors that the Cooperative and Municipal sectors

have representatlon from both transm|SS|on dependent and transm|SS|on owning
Members -

Gemnqwéee— Each Sector willshall be respon5|ble for nomlnatlng thelr representatlve(s)
and alternates from among Beard-Members:the Directors. The Chair of the Board shall
serve as Chair of the Executive Committee and shall conduct all meetings and shall be
responsible for the preparation of the agenda. In the event that a member
ofrepresentative on the CemplianeeExecutive Committee is unable to complete a term,
the Sector’s alternate representative-will-shall replace such memberrepresentative.

Approved by the Board of Directors on October 26, 2011 17




6.2 Ex Officio Representatives. The Chair, Vice Chair, and Secretary-
Treasurer_of the Board of Directors shall also be ex officio representatives on the
Executive Committee, but shall not have voting rights unless such Board Officer is also
elected by a Sector to the Executive Committee pursuant to Section 6.1 above.

6.3  Authority of Executive Committee. Except as limited by Section 55A-8-
25 of the North Carolina Nonprofit Corporation Act and Section 4.13 of these Bylaws,
the Executive Committee is empowered to make all such decisions and take such
actions as are deemed to be necessary for the operation of the Corporation.

6.4  Action. Each voting representative_on _the Executive Committee shall
have one vote. The presence of three-quarters (3/4) of the voting representatives on
the Executive Committee shall constitute a quorum. The positive vote of two-thirds (2/3)
of Executive Committee voting representatives present and voting is necessary to pass
a particular action.

ARTICLE VIl - OTHER COMMITTEES

7.1 Designation by Board. The Board of Directors, by resolution adopted by
a Simple Majority vote, may designate Board committees and standing committees, as
shall be necessary to address the purposes of the Corporation. Each Board committee
shall have at least two Directors among its members.

7.2 Rules for Governance. Each committee shall adopt rules for its own
governance that are not inconsistent with these Bylaws, rules adopted by the Board of
Directors, applicable NERC or FERC rules or requlations, or applicable state or federal
laws. Each committee shall maintain its rules for governance in_a written scope
document that is approved by the Board of Directors.

7.3 Ad-Hoc Support Committees.— The Cempliance—CommitteeBoard or
its committees may, from time to time, appomt ad-hoc committees-of-technical-experts

to research and/or advise it on compliance or technical issues or matters, among other
things. Such ad-hoc committees ef-technical-experts-may be formed on an as-needed

basis and may vary in makeup dependlng on the needs of the Gemp%nee—@emmﬂ%eeu

teass&t—theu@emph&neeu@emmﬁte&%ns +ewewcomm|ttees

October28,2009—
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ARTICLE VIII - MISCELLANEOUS

8.1 De&e—natten—by—BeaFdConfllcts of Interest —'Fhe—BeaFd—etAII Directors,
' j ndingAlternate

Dlrectors Customer Adwsors and speeral—(ad—he@—em%mﬂtees—as—Board committee
representatives shall be-nreeessarycomply with the Corporation’s Standards of Conduct
policy that prohibits conflicts of interest, as such conflicts could cast doubt on the ability

of such persons to address—the—purpesesact with total objectivity with regard to the
overall mterests of the Corporation.—Such-committees-shall-includebut-are-not-limited
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—MISCELEANEOUS

91— Contracts. The Board of Directors may authorize any officer or efficers;
agent-er—agents of the Corporation, in addition to the officers so authorized by these
Bylaws, to enter into any contract or execute and deliver any instrument in the name of
and on behalf of the Corporation, and such authority may be general or confined to
specific instances.

9.28.3 Checks, Drafts, etc. All checks, drafts, or orders for the payment of
money, notes or other evidences of indebtedness issued in the name of the
Corporation, shall be signed by suchan authorized officer or efficers;-agent-eragents of
the Corporation and in such manner as shall from time to time be determined by
resolution of the Beard-ofDirectors-Executive Committee. In the absence of such
determination by the Beard-of BirectorsExecutive Committee, such instruments shall be
signed by the Board’s Secretary-Treasurer, the Corporation’s President, or the
Corporation’s Finance Director, as stipulated by the Executive Committee. The
Secretary-Freasurer-shallCorporation’s Finance Director may arrange audits of financial
records, sign appropriate documents, and perform such duties normally performed by
the Board’'s Secretary-Treasurer, except duties assigned to the Corporation’s President

October28. 2000
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9.38.4 Deposits. All funds of the Corporation shall be deposited from time to
time to the credit of the Corporation in such banks, trust companies, or other
depositories as the Beard-ef BirectorsCorporation’s President may select.

—BOOKS-ANBRECORBS

——310.2 8.5 Books and Records. The Corporation shall keep correct and
complete books and records of account and shall also keep minutes of the proceedings
of the Board of Directors and committees having any of the authority of the Board of
Directors, and shall keep at its registered or principal office a record giving the names
and addresses of the directorsDirectors. All books and records of the Corporation may
be inspected by any directerDirector, or agent or attorney representing any
direetorDirector, for any proper purpose at any reasonable time.

—  ARTCLE X

—  FISCAL YEAR

—2311 8.6 Seal. The corporate seal shall be in circular form and shall have
inscribed thereon the name of the Corporation, the words "Corporate Seal", and such
other word or words, if any, as may be determined by the Board of Directors to be
inscribed thereon.

8.7  Fiscal Year. The fiscal year of the Corporation shall begin on the first day
of January and end on the last day of December in each year.

ARTICLE xH

October28. 2000
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IX - EXPENSES

129.1 Allocation _of Specific Expenses. The expenses of directorsDirectors
and officers-of-the-Board_Officers shall be borne by that person's regular employer.

129.2 Statutory Functions. —The Corporation anticipates that as a general rule
all of its expenses willshall be incurred in the furtherance of statutory activities pursuant
to FPA-Section 215 of the Federal Power Act, and that all such expenses wilishall be
funded by NERC, subject to FERC approval.

1429.3 Non-Statutory Functions.— Notwithstanding Section 429.2, the Board of
Directors may from time to time authorize the Corporation to participate in non-statutory
activities (i.e., activities not described in FRPA-Section 215 of the Federal Power Act). In
the event that the Corporation proposes to engage in non-statutory activities, such
activities wilishall be identified in the Corporation’s annual business plan that is
submitted to NERC and, if approved by NERC, wilishall be submitted to FERC for
approval in advance of engaging in such non-statutory activities. The expenses
incurred by the Corporation for any such approved non-statutory activities willshall be
allocated by the Board of Directors to the beneficiaries of such activities on a basis
proposed in the business plan submitted for NERC and FERC approval.

ARTICLE x4

X - DISPUTE RESOLUTION PROCESS

1310.1 GeneralDispute Resolution.—— All  disputes regarding non-
compliance with Reliability Standards shall be handled betweenin accordance with the
apphcable Memberand-NERC:_Rules of Procedure. The organizational units of the
Corporation willshall deal with all other disputes within the framework of their respective
organizations. For such other disputes, MembersMember Companies of the

Corporation are encouraged to utilize the appropriate Dispute Resolution Process within
the Corporation prior to seeking resolution at NERC, FERC, or with legal counsel.

October28. 2000
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ARTICLE XV

XI - DISSOLUTION

3411.1 Dissolution. The Corporation may be voluntarily dissolved upon
unanimous consent of Membersits Member Companies, and in accordance with Section
10-3A-14055A-14-02 of the AlabamaNorth Carolina Nonprofit Corporation Act, as
amended from time to time.

1411.2 Distribution of Assets.— Upon dissolution of the Corporation as
provided in Section 1411.1, the residual assets, after payment of all just obligations,
shall be distributed exclusively ferthe-commeon-business-interest-of-itsMembers—er1t0
organizations which are exempt from federal income tax under Section 501(c)(3) of the
Internal Revenue Code-of-1986, or corresponding provisions of any subsequent federal
tax laws—, as the Board of Directors shall determine, or to federal, state, or local
governments to be used exclusively for public purposes.

ARTICLE xV¥

ARHCEE>A

Xl - WAIVER OF NOTICE

October28. 2000
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1612.1 Waiver. _Whenever any notice is required to be given under
the provisions of the AlabamaNorth Carolina Nonprofit Corporation Act or under the
provisions of the articles of incorporation or the Bylaws of the Corporation, a waiver
thereof in writing signed by the person or persons entitled to such notice, whether
before or after the time stated therein, shall be deemed equivalent to the giving of such

notice.

ARTICLE XMVH

XIII - INDEMNIFICATION

1713.1 Indemnification of Directors, Commitiee Members, Officers,
Employees and Agents. Every person who is, or has been,—a—director,—officer;
employeeserved as, a Director, committee member, Officer, Director by virtue of serving
as an Alternate Director, employee, or agent of the Corporation shall be indemnified by
the Corporation in the manner and to the extent authorized by the AlabamaNorth
Carolina Nonprofit Corporation Act. The foregoing rights of indemnification shall be
without prejudice to any other rights to which any such directer—officerDirector
committee member, Officer, Alternate Director, employee, or agent may be entitled as a
matter of law.

ARTICLE XIV - AMENDMENT OF THE BYLAWS

14.1 Amendment of the Bylaws. After a request by twenty percent (20%) of
the Board of Directors or an affirmative vote of the Executive Committee, a proposal to
amend the Bylaws shall be put before the Board of Directors at any reqular or special
meeting for a vote. Copies of the proposed amendments shall be distributed to the
Board of Directors at least thirty (30) days before the meeting at which they are to be
considered. An amendment to the Bylaws shall be adopted after being approved by a
Supermajority vote of the Board of Directors, provided that a guorum is present.

October28. 2000
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Exhibit C — Regional Standard Development Procedure

Exhibit C sets forth SERC Reliability Corporation’s standards development
procedure, which NERC agrees meets the following common attributes:

COMMON ATTRIBUTE 1

Proposed regional reliability standards shall be subject to approval by NERC, as
the electric reliability organization, and by FERC before becoming mandatory and
enforceable under Section 215 of the FPA [add reference to any applicable
authorities in 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 a regional difference that addresses matters that the
continent-wide reliability standard does not, or shall be a regional difference
necessitated by a physical difference in the bulk power system. -A regional
reliability standard that satisfies the statutory and regulatory criteria for approval
of proposed North American reliability standards, and that is more stringent than
a continent-wide reliability standard, would generally be acceptable.

COMMON ATTRIBUTE 3

[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 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. -Additionally, any entity (person, organization, company, government
agency, individual, etc.) that is directly and materially affected by the reliability of
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the bulk power system in the [Regional Entity Name] area shall be allowed to
request a regional reliability standard be developed, modified, or withdrawn.

COMMON ATTRIBUTE 5

[Standards or 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 6A [REGISTERED BALLOT BODY APPROACH]

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 has its 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 a standard request identified in step 1; [SERC
Step 4], notice of comment posting period identified in step 4; [SERC Step 7],
and notice for vote identified in step 5 [SERC Step 9] 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 detalil
to clearly define the purpose, scope, impacted parties, and other relevant
information of the proposed standard.

COMMON ATTRIBUTE 9

Within [no greater than 60] days of receipt of a completed standard request, the
[standards] committee shall determine the disposition of the standard request.
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COMMON ATTRIBUTE 10

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

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

¢ Reject 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.

¢ 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 development, modifying the recommendations of the standards
process manager as the committee deems appropriate, and assign development
of the proposed standard to the drafting team.

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 a
no 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
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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 a result 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
concurs that 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 is issued.

COMMON ATTRIBUTE 16

The standards process manager shall schedule a vote 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

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] 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.

COMMON ATTRIBUTE 18
The [standards] committee may not itself modify the standard without issuing a

new notice to stakeholders regarding a vote of the modified standard.
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COMMON ATTRIBUTE 19

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

COMMON ATTRIBUTE 20

Under no circumstances may the board substantively modify the proposed
regional reliability standard.

COMMON ATTRIBUTE 21

Once a regional 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 a regional 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
barriers to 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 development 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 a direct and material interest in the bulk power system in the
[Regional Entity Name] area shall have a right to participate by: a) expressing a
position and its basis, b) having that position considered, and c) having the right
to appeal.

COMMON ATTRIBUTE 25
Fair due process — The regional 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
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standard, a public comment period on the proposed standard, due consideration
of those public comments, and a ballot of interested stakeholders.

COMMON ATTRIBUTE 26

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

COMMON ATTRIBUTE 27
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 a
necessity for electricity markets, and robust electricity markets can support
reliability. -Recognizing that bulk power system reliability and electricity markets
are inseparable and mutually interdependent, all regional reliability standards
shall be consistent with NERC’s market interface principles. -Consideration of the
market interface principles is intended to ensure that standards are written such
that they achieve their reliability objective without causing undue restrictions or
adverse impacts on competitive electricity markets.

COMMON ATTRIBUTE 30

To ensure uniformity of regional reliability standards, a regional 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. -This discipline is necessary to achieving standards
that are measurable, enforceable, and consistent.

COMMON ATTRIBUTE 31
All mandatory requirements of a regional 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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COMMON ATTRIBUTE 32

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 [Regional 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

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 as is practical.- It is important to realize that measures are
proxies to assess required performance or outcomes. Achieving the measure
should be a necessary and sufficient indicator that the requirement was met.
Each measure shall clearly refer to the requirement(s) to which it applies.

COMMON ATTRIBUTE 34

Defines for each measure:

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

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

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

e The entity that is responsible for evaluating data or information to assess
performance or outcomes.

e The time period in which performance or outcomes is measured,
evaluated, and then reset.

e Measurement data retention requirements and assignment of
responsibility for data archiving.
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SERC Regional Reliability Standard Development Procedure

Revision History

Revision | Date Comments
0 October 25, 2006 Document Origination
1 October 10, 2007 Document revised to change to a registered ballot

body approach to approve standards, changed
“Manager of Reliability Services” to Manager of
Reliability Standards,” changed the RSS meeting
notice period to 21 days, changed the review period for
this procedure from five to three years, and moved
from the Standing Committee Executive Committees to
the SERC Standards Committee the ability to remand
a SAR back to the Requester for additional work.

IN

Ballot pool approved: Update to 1) address document three-year review and
September 29, 2011 reapproval requirements; 2) address issues identified
SERC Board Executive dur_in_q the S_ERC 2009 audit by _N!ERC; 3) make
Committee Approved: revisions _to improve process e_ff|C|encv and r.educe the
December 14. 2011 tlr_ne requweq to develop a regional standard; 4) ensure
! alignment with the NERC Standard Processes Manual,
Revision 1 dated November 2010; and 5) changed the
review period for this procedure back from three to five

years.

Responsible SERC Group(s)
SERC Standards Committee (SC)

Review and Re-ApprevalReapproval Requirements
This document will be reviewed every threefive years or as appropriate by the SERC

Standards Committee for possible revision—Fhe-existing-or+evised-document-will-be-re-
certified-and-distributed-to-allmembers-of SERC-

List of Appendices

Appendix A: -Stakeholder Representation

Appendix B: -Principles, Characteristics, and Special Procedures

Appendix C: -SERC Regional Reliability Standard Authorization Request Form
Appendix D: -Elements of a SERC Regional Reliability Standard

Appendix E:(— Comment Form for Draft SERC Regional Reliability Standard
Appendix F:—_SERC Consideration of Comments Form

Appendix G:— SERC Process Flow Diagram

Exhibit C to Amended and Restated SERC Regional Entity Delegation Agreement Page-46-6f46Proposed Revision 2

SERC Board Executive Committee Approved: December 14, 2011 Viii




SERC Regional Reliability Standard Development Procedure

Introduction

This procedure defines the process for development, revision, reaffirmation, and
withdrawal of a regional reliability standard by the SERC Reliability Corporation (SERC).
SERC is a regional entity authorized through an approved delegation agreement with
the North American Electric Reliability Corporation (NERC) to propose regional
reliability standards in accordance with Section 215 of the Federal Power Act (FPA), the
U.S. Federal Energy Regulatory Commission (FERC) Order No. 672, and Section 39 of
Title 18 §-39-of the U.S. Code of Federal Regulations (18 C.F.R.-18 § 39).

SERC Regional Reliability Standards apply to the planning, operation, and critical
infrastructure protection of the Bulk PewerElectric System in the SERC Region.
Proposed SERC 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. -No SERC Regional Reliability Standard
shall be effective within the SERC areaRegion unless filed by NERC with FERC and
approved by FERC.

SERC Regional Reliability Standards shall provide for as much uniformity as possible
with reliability standards across the interconnected bulk-power-systemBulk Electric
System of the North American continent.- A SERC Regional Reliability Standard shall
be more stringent than a continent-wide reliability standard, including a regional
difference that addresses matters that the continent-wide reliability standard does not,
or regional difference necessitated by a physical difference in the bulk-pewersystem-
Bulk Electric System. A SERC Regional Reliability Standard that satisfies the statutory
and regulatory criteria for approval of proposed North American reliability standards,
and that is more stringent than a continent-wide reliability standard, would generally be
acceptable.

SERC 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-systemBulk Electric System owners, operators, and users within the SERC
areaRegion, regardless of membership in the regier—Region.
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SERC Regional Reliability Standard Development Procedure

Process Roles

Requester: The requesterRequester is the sponsor of the SERC Regional Reliability
Standard request and may assist in the development of the standard.- Any
memberMember Company of SERC, or any group (or member of a group) within SERC
(i.e., committee, subcommittee, working group, study group, task force, or SERC staff),
shall be allowed to request that a SERC Regional Reliability Standard be developed,
modified, or withdrawn.- Additionally, any entity that is directly and materially affected by
the reliability of the SERC Bulk PewerElectric System shall be allowed to request that a
SERC Regional Reliability Standard be developed, modified, or withdrawn.

SERC Board of Directors: The SERC Board of Directors shall consider for
adeoptionapproval as SERC Regional Reliability Standards, those Standards that have
been developed and approved by this procedure.- Once the Board adeptsapproves a
SERC Regional Reliability Standard, such Standard shall be submitted to NERC for
approval.- When approved by NERC, it shall be submitted to FERC for approval.

SERC Staffstaff: The SERC Manager of Reliability Standards is responsible for
forwarding a request for the development, modification or withdrawal of SERC Regional
Reliability Standards to the SERC Standards Committee.- The SERC Staffstaff shall
facilitate all steps in this process.

SERC Standards Committee: The SERC Regional Reliability Standard Development
Procedure shall be administered by the SERC Standards Committee (SC). -The SERC
SC is responsible for ensuring that the development, modification, or withdrawal of
SERC Regional Reliability Standards is in accordance with the steps in this procedure.
The SERC SC will ensure the integrity of the process and the consistency of quality and
completeness of the SERC Regional Reliability Standards.

SERC Standing Committees: The SERC Standing Committees will perform a high
level technical review of the SAR -to determine which requests for new or revised
standards shall be assigned for development (or existing standards considered for
deletion).- The Standing Committees will appoint the standard drafting team
(Responsible SERC Subgroup).

The current SERC Standing Committees are the Engineering Committee (EC),
Operating Committee (OC), and Critical Infrastructure Protection Committee (CIPC).
The Standing Committees are balanced stakeholder committees, inclusive of all
stakeholder interests that prowde for or are materially |mpacted by the rellablllty of the

Gemnmttee&Bulk Electrlc System.
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Responsible SERC Subgroup (RSS): Responsible SERC Subgroups are teams,
responsible for drafting the standard-; they are also referred to as the Standard Drafting

Team (SDT). The RSS may include technical experts and be based around a
permanent SERC Standing Committee subgroup. -An RSS is established expressly to
draft the standard. Membership on an RSS will be assigned by the SERC EC, OC,
and/or CIPC. -The requesterRequester may act as the RSS, serve on the RSS, or
otherwise assist the RSS. SERC membership is not a prerequisite for serving on an
RSS. The RSS will:

e Develop the details of the SERC Regional Reliability Standard,

e Consider and respond to industry comments,

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

e Assist in the implementation of approved SERC Regional Reliability Standards,

e Provide technical oversight in response to changing industry conditions, and

e Assist in the identification of the need for new SERC Regional Reliability
Standards.

Registered Ballot Body (RBB): -The registered-ballet-bedyRBB votes to approve
standards.- The RBB comprises all entities or individuals that qualify for one of the

SERC industry Sectors, and are registered with SERC as potential ballot participants in
the voting on standards. SERC membership is not a prerequisite for registering with
SERC as a potential ballot participant. Any entity that is directly and materially affected
by the reliability of the SERC Bulk PewerElectric System shall be allowed to register as
a potential ballot participant.

Each member of the registered-ballotbedyRBB is eligible to vote on standards. -Each
standard action has its own ballot pool formed of interested members of the registered

ballot body. RBB.

Ballot Pool: -Each standard action has its own ballot pool formed of interested
members of the Registered-Ballet Bedy-RBB. The ballot pool comprises those members
of the Registered-Ballot BoedyRBB that respond to a pre-ballot survey for that particular
standard action. The ballot pool will ensure, through its vote, the need for and technical
merits of a proposed standard action and the appropriate consideration of views and
objections received during the development process. The ballot pool votes to approve
each standards action.
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SERC Regional Reliability Standard Development Procedure

Process Steps
Note: The term “days” below refers to calendar days.

SERC will coordinate with NERC such that the acknowledgement of receipt of an
accepted standard request identified in stepStep 4, notice of comment posting period
identified in stepStep 7, and notice for vote identified in stepStep 9 below are
concurrently posted on both the SERC and NERC websitesweb sites.

Step 1: Request for a new SERC Regional Reliability Standard or
modification to, or withdrawal of an existing SERC Regional
Reliability Standard

A request to develop, modify, or withdraw a SERC Regional Reliability Standard shall
be submitted, using the SERC Regional Reliability Standard Authorization Request
(SAR) Form (see Appendix C), to the SERC Manager of Reliability Standards (via e-
mail to regstd@sercl.org) by any memberMember Company of SERC, or any group (or
member of a group) within SERC (i.e., committee, subcommittee, working group, study
group, task force, or SERC staff), or any entity that is directly and materially affected by
reliability of the SERC Bulk PewerElectric System.- The SERC SAR Form can be
downloaded from the SERC websiteweb site (www.sercl.orqg).

An acceptable SAR shall contain a description of the proposed regional reliability
standard subject matter with sufficient descriptive detail of the proposed standard to
clearly define the purpose, scope, impacted parties, and other relevant information._The
Requester must verify in the Justification section of the SAR that the request meets one
of the following criteria:

e The proposed standard covers a topic addressed in a continent-wide standard,
but the proposed standard will include requirements more stringent than those in
the continent-wide standard.

e The proposed standard addresses matters that the continent-wide reliability
standards do not.

e The proposed standard is necessitated by a physical difference in the Bulk
Electric System.

SERC Staffstaff shall verify that the SAR Form has been adequately completed.- Within
15 days of receiving the SAR, the SERC Manager of Reliability Standards or his
designee will electronically acknowledge receipt of the SAR, and will forward the SAR to
the SERC Standards Committee. -The SERC Manager of Reliability Standards may
offer the Requester suggestions regarding changes or improvements to enhance the
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clarity of the proposed standards work and to assist the SERC Standards Committee in
understanding the reguestersRequester’s intent and objectives.- The
regquesterRequester is free to accept or reject these suggestions.

Step 2: Assignment of SERC Regional Reliability Standard Request
The_SERC Standards Committee will review the SAR to ensure it is not in conflict with
or duplication of a current standard or a standards drafting effort already proposed or in
progress.- Within 15 days after receiving the SAR from the SERC Manager of Reliability
Standards, the_ SERC Standards Committee will take one of the two following actions:

e Assign the SAR to the appropriate SERC Standing Committee(s). SERC
Staffstaff will forward the SAR to the Chair(s) and Executive Committee(s) of the

appropriate SERC Standing Committee-Chair{(s}-and-Standing-Committee(s)
Soooe o Uee (0

e Remand the SAR back to the Requester for additional work.- The SERC
Manager of Reliability Standards will make reasonable efforts to assist the
Requester in addressing the deficiencies identified by the SERC Standards
Committee.- The Requester may then resubmit the modified SAR using the

process above. -The reguesterRequester may choose to withdraw the SAR from
further consideration.

Step 3: Acceptance of a SERC Regional Reliability Standard
Request
Within 60 days of receipt of a completed SAR, the Executive Committee(s) of the

assigned SERC Standing Committee(s) Executive-Committee(s)-shall determine the
disposition of the SAR.—_The committee(s) shall verify that the SAR Requester has
provided information to justify that the request meets one of the following criteria:

e The proposed standard covers a topic addressed in a continent-wide standard,
but the proposed standard will include requirements more stringent than those in
the continent-wide standard.

e The proposed standard addresses matters that the continent-wide reliability
standards do not.

e The proposed standard is necessitated by a physical difference in the Bulk
Electric System.

The committee may take one of the two following actions:
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e Accept the SAR as a candidate for development of a new standard, revision of
an existing standard, or deletion of an existing standard. -The committee(s) may,
at its discretion, expand or narrow the scope of the SAR under consideration.
The committee(s) shall prioritize the development of standard in relation to other
proposed standards, as may be required based on the volume of requests and
resources.

e Reject the SAR.- If the committee(s) rejects a SAR, a written explanation for
rejection will be delivered to the Requester within 30 days of the decision.

Deliberations and decisions of the Executive Committee(s) of the assigned SERC

Standing-Cemmittee{s)-Executive Committee(s) concerning requests shall be made and
documented in accordance with the SERC Standing Committee rules and procedures

then in effect.

Step 4: Posting of SERC Regional Reliability Standard Request
Any SAR that is accepted by the Executive Committee(s) of the assigned SERC
Standing-Cemmittee{s)-Executive Committee(s) for development of a standard (or
modification or deletion of an existing standard) shall be posted for public viewing on the
SERC websiteweb site within 30 days of acceptance by the committee.- A comments
form and a nomination form to serve on the drafting team (Responsible SERC
Subgroup) will be included in the posting. A notice of the posting for a 30-day comment
period will be sent to all SERC Standing Committees representatives and alternates. -In
addition, the notice will be sent (via e-mail) to NERC, the Region-Managersregional
standards area of the other Regional Entities-adjeiring-SERCARFGC-MRO,-SPPand
FRCC);, individuals listed as entity contacts in the SERC Compliance Registry, and the
SERC Registered Ballot Body representatives to seek input on the proposed SAR.
SERC Staffstaff will perform this posting on the SERC websiteweb site and coordinate
or send correspondences described in this and other steps of the process. SERC staff
will assist in developing a response to any comments received. Any accompanying
revision to the SAR based on comments received must be approved by the Executive
Committee(s) of the assigned SERC Standing Committee(s).

Step 5: Formation of a Responsible SERC Subgroup
Within 60 days of accepting a SAR for development, the Executive Committee(s) of the
assigned SERC Standing-Cemmittee(s)-Executive Committee(s) shall assign and direct
the proposal to the appropriate Responsible SERC Subgroup (RSS) to develop the draft
Regional Reliability Standard.- The RSS may be a permanent Standing Committee
subgroup (augmented by other persons as may be appropriate to address the subject
matter of the proposed standard), or a task force established expressly by the Executive
Committee(s) for drafting the standard. SERC membership is not a prerequisite for
serving on an RSS.
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After consulting with the Executive Committee(s) of the assigned SERC Standing
Committee(s)-Exeeutive Committee(s) as necessary, the SERC Standards Committee
(SC) will assign a preliminary date on which the RSS is expected to have ready a
completed draft Standard and associated supporting documentation available for
consideration.

Step 6: Drafting of a SERC Regional Reliability Standard
The RSS shall develop a work plan for completing the regional reliability standard,
including the establishment of a milestone schedule for completing critical elements of
the work in sufficient detail to ensure that the RSS will meet the objectives established
by the SC. -The RSS shall submit its work plan to the SC for its concurrence. Any
subsequent revision to the plan by the RSS which delays balloting the draft standard by
60 days or longer will be presented to the SC for its concurrence.

The RSS shall convene periodically, either in person or by electronic means as
necessary, establish work teams (made up of members of the RSS) as necessary, and
perform other activities to complete the proposed standard within the milestone date(s)
agreed upon by the SC. -AHllAll in-person RSS meetings or portions of meetings
associated with development of the draft standard shall be open and publicly noticed on
the SERC web site for a minimum of twenty-one (21) calendar days prior to the
meeting. All conference call and electronic (WebEx) RSS meetings or portions of
meetings associated with development of the draft standard shall be open and publicly
noticed on the SERC websiteweb site for a minimum of twenty-ene{21seven (7)
calendar days prior to the meeting.- All RSS meeting attendees are required to register
via the SERC websiteweb site.

The RSS shall consider all comments received on the posting of the SAR and shall
develop a draft SERC Regional Reliability Standard that will address the accepted SAR.
The RSS shall use the SERCRegienalmost current version of the approved NERC

Reliability StandardsFoermatFemplateStandard template and its associated elements

posted on the NERC Web S|te as the format for the draft standard{seeAppend%D}

The work product of the RSS will be completed before taking the draft standard to ballot
(Steps 9 and 10) and each item of the work product will be included as background
information for at least one comments posting period (Step 7). The work product will
consist of the following:

e A draft Standard consistent with the SAR on which it was based.
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e An assessment of the reliability impact of the standard enrequest within the
Region and in neighboring regions, anrdincluding appropriate input from the
neighboring regions if the standard request is determinedlikely to impact any
neighboring region._Communications between neighboring regions may be
through the regional standard drafting teams, the regional standards
development staff, or other means as appropriate.

e Animplementation plan, including the nature, extent, and duration of field-testing,
if any.

e |dentification of any existing Standard that will be deleted, in part or whole, or
otherwise impacted by the implementation of the draft Standard.

e Technical reports, white papers, and/or work papers that provide technical
support for the draft Standard under consideration.

e Documentation of the perceived reliability impact should the Standard be
approved.

The RSS shall regularly inform the SC, at a frequency determined by the SC; (RSS
shall deliver a status report at every SC meeting at a minimum), of its progress in
meeting a timely completion of the draft standard.- The RSS may, with justification,
request of the SC scope changes from the SAR at any point in the standard
development process.

The RSS shall submit the draft SERC Regional Reliability Standard and supporting
documentation to the SC for review. -The RSS will send any revised SERC Regional
Reliability Standard to the SC in both “Clean” and “Tracking” formats. -The RSS shall
also send the SC an accompanying Comments Form which may include specific
guestions addressing the major issues associated with the new or revised standard. -In
any event, the Comments Form must also allow for general comments on the standard
(see Appendix E for sample form). -The SC will verify that the proposed standard is
consistent with the SAR on which it was based. The SERC Regional Reliability Draft
Standards Comments Form can be downloaded from the SERC website
www-serel-ergweb site (www.sercl.org).

Step 7: Posting of a Draft SERC Regional Reliability Standard
The SERC Standards Committee shall send to the SERC Manager of Reliability
Standards the draft SERC Regional Reliability Standard, along with a draft
implementation plan and supporting documents, for comments. -SERC Staftstaff will
post these documents on the SERC websiteweb site for thirty (30) calendar days.- A
notice of the posting for comment will be sent to all SERC Standing Committees
representatives and alternates. -In addition, the request will be sent (via e-mail) to
NERC, the Region-Managersregional standards area of the other Regional Entities

adjeining-SERCA(RFC-MRO-SPPanrd-FRCEC);, individuals listed as entity contacts in
the SERC Compliance Registry, and the SERC Registered Ballot Body representatives
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to seek input on the draft SERC Regional Reliability Standard.- Comments shall be
submitted electronically (via e-mail) to regstd@sercl.org.- All comments are due by the
close of business on the 30™ calendar day of posting. 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 8: Standard Drafting Team Review of Comments
SERC Staffstaff shall forward all comments recelved to the RSS&nd%G—‘Fhe%@may

Feeemmenea)aenewm—beﬁfenNaFded—teJéhe—RSS.—; The RSS shall review the comments
received and revise the draft SERC Regional Reliability Standard as needed.- The RSS
shall develop a written response to each comment received using the Consideration of
Comments Form Template (see Appendix F). The SERC Consideration of Comments
Form Template can be downloaded from the SERC website (www.sercl.org). The
completed Consideration of Comments Form will be posted on the SERC websiteweb
site.

The RSS shall summarize comments that were rejected by the RSS and the reason(s)
that these comments were rejected, in part or whole.- The RSS shall submit to the SC
the summary of comments rejected, the completed Consideration of Comments form,

and any resulting revisions to the draft SERC Regional Reliability Standard.

If needed, a second draft of the SERC Regional Reliability Standard (along with the
summary of comments rejected and the Consideration of Comments from the previous
posting) will be posted for another comment period. -Such comment period shall be for
thirty (30) calendar days.- A notice of the posting for comment will be sent to all SERC
Standing Committees representatives and alternates. -In addition, the notice will be sent
(via e-mail) to NERC, the Region-Managersregional standards area of the other
Regional Relability- Organizations-adjoining SERC(RFC-MRO-SPPand
FRCC);Entities, individuals listed as entity contacts in the SERC Compliance Registry,
and the SERC Registered Ballot Body representatives to seek input on the revised draft
SERC Regional Reliability Standard.

Based on comments received to the posting, Step 7 will be repeated as necessary until

the RSS and the SC believe the draft SERC Regional Reliability- Standard-is ready to
submitto-the SERC Ballet Bedy-forapprevalagree that no additional comments posting

periods are warranted.

The SERC Manager of Reliability Standards will then request the NERC regional
standards staff to make arrangements for a formal quality review of the draft standard.
The RSS will develop responses to any recommendations from that review, including
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developing revisions to the draft standard if appropriate. The SDT and SC must agree
on those responses prior to taking one of the two following actions:

e Submit the draft standard for an additional comment posting period (Step 7); or
e Submit the draft standard to the SERC Ballot Body for approval (Step 9).

The SC will determine if an additional NERC formal quality review will be requested for
a draft standard which has been revised based on responses to an addition comments
posting period.

Step 9: Notice of Vote to Approve a SERC Regional Reliability
Standard
The Responsible SERC Subgroup shall submit the summary of comments rejected and
the Consideration of Comments document along with the final draft of the proposed
SERC Regional Reliability Standard (both “Tracking” and “Clean” versions for standard
revisions) to the SERC Manager of Reliability Standards for posting on the SERC
websiteweb site at least 15 days prior to requesting approval of the standard.

The SERC Manager of Reliability Standards 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 is issued.

Ballot Peelpool: The SERC Manager of Reliability Standards shall establish a ballot
pool for a standard action at least 15 days prior to the start of a ballot. The SERC
Manager of Reliability Standards shall send a notice to every entity in the Registered
Ballot Body. The purpose of this notice is to establish a ballot pool to participate in the
ballot of the proposed standards action.

Any member of the Registered Ballot Body may join or drop out of a ballot pool until the
ballot period begins (Step 10). No Registered Ballot Body member may join or leave the
ballot pool once the first ballot starts. The SERC Manager of Reliability Standards shall

coordinate changes to the membership of the ballot pool and publicly post the standard

ballot pool for each standard action.

The SERC Manager of Reliability Standards shall schedule a vote by the ballot pool for
approval. -The vote shall commence no sooner than 15 days and no later than 30 days
following the issuance of the notice for the vote.
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Step 10: SERC Ballot Pool of Registered Ballot Body Approval
The BalletReelballot pool shall have a minimum of ten (10) days to vote on a standards
action. The BalletPoelballot pool should give due consideration to the work of the RSS,
as well as the comments of stakeholders and minority objections, in approving a
proposed regional reliability standard.- The Ballet-RPoelballot pool may vote to approve
or not approve the standard. The ballot will include provisions for comments. The RSS
shall develop a written response to each ballot comment received.

If approval by the RBB is not obtained, the Standing Committee(s) will determine if the
draft SERC Regional Reliability Standard is to be sent back to the RSS to repeat Step 8
to incorporate any RBB or SERC Standing Committee(s) comments, form a new RSS
for that purpose, or to take-re-furtheraction-enwithdraw the proposed SERC Regional
Reliability Standard.

If no-further-actionthe standard is takenwithdrawn, the reason for such will be posted on
the SERC website—web site. A notice of the posting will be sent to all SERC Standing
Committee representatives and alternates. -In addition, the notice will be sent (via e-
mail) to NERC, the Regien-Managersregional standards area of the other Regional
Entities-adjeining-SERC{RFC-MRO;-SPP,and-FRCC);, individuals listed as entity
contacts in the SERC Compliance Registry, and the SERC Registered Ballot Body
representatives.

Step 11: Submission of SERC Regional Reliability Standards to
NERC to post for comments
Once the SERC Regional Reliability Standard is approved by the SERC RBB, the
SERC Manager of Reliability Standards will forward it to NERC and request that they
post it for comments in accordance with the NERC Regional Reliability Standards
Evaluation Procedure.

The Responsible SERC Subgroup will develop a response to any comments received
and submit it along with any associated standard modifications to the SERC Standards
Committee for approval. The SERC Standards Committee may approve minor editorial-
type modifications that do not have a substantive impact. If the Responsible SERC
Subgroup proposes any substantive modifications, the SERC Standards Committee
may 1) remand it back to the Responsible SERC Subgroup for further consideration; or
2) accept the proposed modification and send it back to Step 9 to re-ballot the standard.
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Step 12: Approval of SERC Regional Reliability Standards by the

SERC Board of Directors
The SERC Board of Directors shall consider adeptierapproval of any SERC Regional
Reliability Standard that has been approved by the SERC RBB--_and has received
SERC Standards Committee approval of the resolution of comments received during
the Step 11 posting. A SERC Regional Reliability Standard submitted for
adeptionapproval by the SERC Board of Directors must be posted for notification on the
SERC websiteweb site at least 15 days prior to action by the SERC Board of Directors.
A notice of the posting will be sent to all SERC Board of Directors representatives and
alternates, and to all SERC Standing Committee representatives and alternates. -In
addition, the notice will be sent (via e-mail) to NERC, the Region-Managersreqgional
standards area of the other Regional Entities-adjoiring-SERCA(RFC-MRO,-SPPand
FREC) and to any entity that is directly and materially affected by the reliability of the
SERC Bulk Electric System.

The SERC Board of Directors shall consider the comments received, the responses
provided, and any dissenting opinions. -The SERC Board of Directors shall
adeoptapprove or reject a SERC Regional Reliability Standard as submitted, but may not
substantively modify the proposed SERC Regional Reliability Standard.

If the SERC Board of Directors chooses to reject a SERC Regional Reliability Standard
as submitted, it shall provide its reasons for doing so. -The reasons for such decision
will be posted on the SERC website—web site. A notice of the posting will be sent to all
SERC Standing Committees representatives and alternates. -In addition, the notice will
be sent (via e-mail) to NERC, the Region-Managersregional standards area of the other
Regional Entities-adjeining-SERCARFC-MRO-SPPand-FRCC);, individuals listed as
entity contacts in the SERC Compliance Registry, and the SERC Registered Ballot
Body representatives.- The assigned Standing Committee(s) will determine if the draft
standard should be resubmitted with modifications. -If so, the draft standard will be
remanded back to the RSS in Step 8 above.

Step 1213: Submission of SERC Regional Reliability Standards to
NERC and FERC
Once the SERC Regional Reliability Standard is adeptedapproved by the SERC Board
of Directors, the SERC President, or the President’s designee shall submit the SERC
Regional Reliability Standard to NERC for apprevaladoption and filing with FERC.

NERG—WLH—pesHhe The SERC Reg+ena4Manager of Rellablllty Standarel—fer—eemmem&

PFesrdem—&desrgneew#HenNaFd—meeemmemsJee—NERGWlll ensure the record of the
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standard development and any other documentation required for consideration by the
NERC Board—_or FERC are included in the submittal.

If the NERC Board rejects the SERC Regional Reliability Standard the SERC Board will
determine if the SERC Regional Reliability Standard is to be sent back to the assigned
SERC Standing Committee(s) to incorporate the NERC Board comments or to take-he
furtheraetion-enwithdraw the standard.

When apprevedadopted by the NERC Board, NERC will submit the SERC Regional
Reliability Standard to FERC for approval.- If FERC rejects the SERC Regional
Reliability Standard, the SERC Board will determine if the SERC Regional Reliability
Standard is to be sent back to the assigned SERC Standing Committee(s) to
incorporate the FERC comments or to take-ne-furtheraection-enwithdraw the standard.

Step 1314: Implementation of SERC Regional Reliability Standards
A SERC Regional Reliability Standard that is adeptedapproved by the SERC Board of
Directors, NERC, and FERC, shall become effective on a date designated by FERC.- In
developing the standard, the RSS should consider the time needed for NERC and
FERC approval in the proposed implementation date.
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Appendix A: Stakeholder Representation

A.1 SERC Standing Committees and Member Representation

Membership in SERC is open to any entity in the SERC Region that is a user, owner, or
operator of the Bulk-Pewer Electric System and subject to the jurisdiction of the Federal
Energy Regulatory Commission for the purpose of complying with Reliability Standards
established under Section 215 of the Federal Power Act and all amendments thereto.
SERC's-membership-pelieySERC permits full and fair participation of all
membersMember Companies through their representatives; including in the
development of and voting on Regional Reliability Standards.- The SERC standing
committees have a role in developing standards, a ballot pool of the SERC Registered
Ballot Body vote to approve Regional Reliability Standards, and the SERC Board of
Directors adopts all standards. Since each memberMember Company is entitled to
representation on both the Board and the Standing Committees, SERC’s membership
policy permits full and fair participation of its membersMember Companies.

The

estab#shes—the—Standlng Commlttees and SERG—Member—Fepresemaﬂen—en—these
committees—Section-8-2-specifiescommittee-their voting rights willshall be based-on

the-same-method-as-adepted-byestablished pursuant to the SERC Beard-of
Birectors-Bylaws. Refer to the committee scope documents and-+refers-to the

Organization and Procedures Manual for SERC Standing Committees for more specific
details.
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A.2 SERC Regional Reliability Standards Voting Procedures
The following are the voting procedures for the SERC Registered Ballot Body:

| 1. 1-Registration Procedures
The Registered Ballot Body (RBB) comprises all organizations and entities that:

e Qualify for one of the SERC Sectors, and
e Are registered with SERC as potential ballot participants in the voting on
standards.

All registrations will be done electronically. Each participant, when initially
registering to join the RBB will self-select to belong to one of the Sectors and will
also name their RBB representative. The Executive Committee of the Board of
Directors_or its designee will review all applications for joining the Registered
Ballot Body, and make a determination of whether the self-selection satisfies the
criteria to belong to that sector.-Fhe-Sectors-shallbe-identical-to-those-in-Section

Sdaliqe sl o e Baolaae

All registered organizations and entities that qualify for a Sector with SERC may
vote on a standard. -Voting is in writing with each registered stakeholder (a

“stakeholder”) having one vote. The stakeholder's RBB representative will have
the right to register to participate in ballot pools and cast the stakeholder’s vote.

| 2. 2-Sector Qualification Guidelines
The sector qualification guidelines are inclusive; i.e., any entity with a legitimate

| interest in the reliability of the SERC bulk-pewer-systemBulk Electric System that
can meet the criteria for a sector as defined in Section-3-4-ef-the SERC’s Bylaws
is entitled to belong to and vote in that sector. The general guidelines are:
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e Corporations or organizations with affiliates that qualify to belong to more
than one sector (e.g., Investor-Owned Utility and Merchant Electricity
Generator) may belong to each of the sectors in which they qualify,
provided that each sector censtitutes-a-separate-membership-and-is
represented by a different representative.

e At any given time, affiliated entities may collectively be registered only
once within a sector.

e Any individual currently employed by an organization that is eligible to join
one of the other seven sectors, shall not be qualified to join as a
“customer” in the ISO-RTO/Customer sector.

3. 3-Definitions

Individual Vote — shall mean a single vote accorded to each stakeholder.

4. 4-Quorum
Two-thirds of the Individual Votes of the Ballet-Peelballot pool shall constitute a
guorum.

5. 5-SERC Registered Ballot Body Voting Requirements

A ballot pool will be established to participate in the ballot of any proposed
standards action. Approval of a reliability standard or revision to a 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
affirmative and negative votes, excluding abstentions and non-response.

The following process is used to determine if there are sufficient affirmative
votes.

e 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 and non-responses will not
be counted for the purposes of determining the fractional affirmative vote
for a Sector.

e The fractional affirmative vote for a Sector is then multiplied by the Sector
weight factor, to determine the weighted fractional affirmative vote for a
Sector. The weight factors for the Sectors are:

= Investor-Owned Utility Sector: weight factor is 3.
» Federal/State Sector: weight factor is 2.

= Cooperative Sector: weight factor is 2.

= Municipal Sector: weight factor is 2.

= Marketer Sector: weight factor is 1.
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= Merchant Electricity Generator Sector: weight factor is 1.
= |SO-RTO/Customer Sector: weight factor is 1.

e 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 a negative vote.)

e A standard will be approved if the sum of 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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Appendix B: Principles, Characteristics, and Special Procedures

Principles

SERC develops regional standards with due consideration of the following principles, in
accordance with the steps outlined in this procedure. -This procedure has been
designed to ensure that any SERC Regional Reliability Standard is technically sound
and the technical specifications proposed will achieve a valuable reliability objective.

The SERC Regional Reliability Standards Development Procedure has the following
characteristics:

e Open: Participation in the development of a SERC Regional Reliability Standard
shall be open to all organizations that are directly and materially affected by the
SERC bulk-power-systemBulk Electric System reliability.- There shall be no
undue financial barriers to participation.- Participation shall not be conditioned
upon membership in SERC; and shall not be unreasonably restricted on the
basis of technical qualifications or other such requirements.- Meetings of the
Responsible SERC Subgroup assigned to draft a standard shall be open to the
SERC membersMember Companies and others.

e Balanced: The SERC Regional Reliability Standards Development Procedure
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.

e Inclusive: Any entity (person, organization, company, government agency,
individual, etc.) with a direct and material interest in the bulkpower-systemBulk
Electric System in the SERC areaReqion shall have a right to participate by: a)
expressing a position and its basis, b) having that position considered, c)
registering as a potential ballot participant and voting on a proposed standard;
and d) having the right to appeal.

e Fair due process: The SERC Regional Reliability Standards Development
Procedure provides for reasonable notice and opportunity for public comment.
This procedure includes public notice of the intent to develop a standard, a public
comment period on the proposed standard, due consideration of those public
comments, and a ballot of interested stakeholders.

e Transparent: All actions material to the development of SERC Regional
Reliability Standards shall be transparent. -All standards development meetings
shall be open and publicly noticed on the SERC Webweb site.
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e Due Ceurse—course: Does not unnecessarily delay development of the
proposed SERC Regional Reliability Standard.

NERC has adopted reliability principles and market interface principles to define the
purpose, scope, and nature of reliability standards. -These principles are to be used to
guide the development of reliability standards, including regional reliability standards.
The NERC Board of Trustees may modify these principles from time to time, as
necessary, to adapt its vision for reliability standards.

e Each SERC Regional Reliability Standard shall enable or support one or more of
the reliability principles, thereby ensuring that each standard serves a purpose in
support of the reliability of the regional butkpewersystem-—Bulk Electric System.
Each standard shall also be consistent with all of the reliability principles, thereby
ensuring that no standard undermines reliability through an unintended
consequence.

e While reliability standards are intended to promote reliability, they must at the
same time accommodate competitive electricity markets. -Reliability is a
necessity for electricity markets, and robust electricity markets can support
reliability. -Recognizing that bulk-pewersystemBulk Electric System reliability and
electricity markets are inseparable and mutually interdependent, all SERC
Regional Reliability Standards shall be consistent with NERC’s market interface
principles.- Consideration of the market interface principles is intended to ensure
that standards are written such that they achieve their reliability objective without
causing undue restrictions or adverse impacts on competitive electricity markets.

Regional Reliability Standard Characteristics and Elements

Characteristics of a SERC Regional Reliability Standard
The following characteristics describe objectives to be considered in the development of
SERC Regional Reliability Standards:

1. Applicability: Each SERC Regional Reliability Standard clearly identifies the
functional classes of entities responsible for complying with the standard, with any
specific additions or exceptions noted. -Such functional classes include: reliabiity

a N N ala NO a N an alallalaYa' a N an alalWa\lVia¥a

plannersload-serving-entitiespurchasing-selling-entitiesReliability Coordinators,
Balancing Authorities, Transmission Operators, Transmission Owners, Generator
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Operators, Generator Owners, Interchange Coordinators, Transmission Service
Providers, Planning Coordinators, Transmission Planners, Resource Planners,
Load-Serving Entities, Purchasing-Selling Entities, and distributionpreviders:
Distribution Providers. Each SERC Regional Reliability Standard identifies the
geographic applicability of the standard.- A standard may also identify any limitations
on the applicability of the standard based on electric facility characteristics.

Reliability Objeetivesobjectives: Each SERC Regional Reliability Standard has a
clear statement of purpose that describes how the standard contributes to the

reliability of the bulk-pewersystemBulk Electric System.

Requirement or Outeomeoutcome: Each SERC Regional Reliability Standard
states one or more requirements, which if achieved by the applicable entities, will
provide for a reliable bulk-pewersystemBulk Electric System, consistent with good
utility practices and the public interest.

Measurability: Each performance requirement is stated so as to be objectively
measurable by a third party with knowledge or expertise in the area addressed by
that requirement. -Each performance requirement has one or more associated
measures used to objectively evaluate compliance with the requirement. -If
performance can be practically measured quantitatively, metrics are provided to
determine satisfactory performance.

Technical Basisbasis in Engineeringengineering and Operatiensoperations:
Each regional reliability standard is based upon sound engineering and operating

judgment, analysis, or experience, as determined by expert practitioners in that
particular field.

Completeness: Each SERC Regional Reliability Standard is complete and self-
contained. -Supporting references may be provided with standards, but they are not
part of the standard and do not impose mandatory requirements.

. Clear Languagelanquage: Each SERC Regional Reliability Standard is stated

using clear and unambiguous language.- Responsible entities, using reasonable
judgment and in keeping with good utility practice, are able to arrive at a consistent
understanding of the required performance.

Practicality: Each SERC Regional Reliability Standard establishes requirements
that can be practically implemented by the assigned responsible entities within the
specified effective date and thereafter.

Consistent Ferminelogyterminology: To the extent possible, SERC Regional
Reliability Standards use a set of standard terms and definitions that are approved
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through the SERC Regional Reliability Standard Development Procedure.

Although regional reliability standards have a common format and process, several
types of standards may exist, each with a different approach to measurement:

e Technical standards are related to the provision, maintenance, operation, or state
of electric systems, and will likely contain measures of physical parameters that
are technical in nature.

e Performance standards are related to the actions of entities providing for or
impacting the reliability of the bulkpewersystemBulk Electric System, and will
likely contain measures of the results of such actions or qualities of performance
of such actions.

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

Elements of a SERC Regional Reliability Standard

To ensure uniformity of SERC Regional Reliability Standards, a SERC Regional
Reliability Standard shall consist of the elements identified in Appendix D of this
procedure. -However, the most current version of the approved NERC Reliability
Standard template and its associated elements posted on the NERC websiteweb site
will be used at the time of the development of the SERC Regional Reliability Standard if
different from the elements listed in Appendix D. This is to ensure all essential elements
are contained in the SERC standard to achieve consistency and uniformity and meet all
statutory requirements. These elements are intended to apply a systematic discipline in
the development and revision of standards. -This discipline is necessary to achieving
standards that are measurable, enforceable, and consistent.

All mandatory requirements of a SERC Regional 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.

Maintenance of the SERC Regional Reliability Standards Development
Procedure

Any memberMember Company of SERC, or group (or member of a group) within SERC
(i.e., committee, subcommittee, working group, study group, task force, or SERC staff),
or any entity that is directly and materially affected by the reliability of the SERC Bulk
PewerElectric System may submit a written request to modify the SERC Regional
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Reliability Standard Development Procedure.- The Manager of Reliability Standards
shall oversee the handling of the request.

Significant changes to this procedure shall be addressed using the same procedure as
a request to develop, modify, or withdraw a SERC Regional Reliability Standard._For
any such changes to this procedure, the SERC Standards Committee will assume the
responsibilities normally assigned to the Executive Committee(s) of the SERC Standing
Committee(s) in Steps 3, 5, and 10.

For any minor changes to this procedure, the SERC Standards Committee shall review
the request and submit recommendations to the SERC Board of Directors for
consideration. -The SERC Board of Directors, on its own motion, may amend the SERC
Regional Reliability Standard Procedure.

Maintenance of SERC Regional Reliability Standards

Each SERC 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 1314 of the SERC Regional Reliability Standard Development
Procedure.- As a result of this review, a SERC Regional Reliability Standard shall be
reaffirmed, revised, or withdrawn.

Interpretations of Standards
Any memberMember Company of SERC, or group within SERC, or an entity that is

directly and materially affected by reliability of the SERC Bulk Electric System shall be
permltted to request an mterpretatlon of a SERC Reglonal Reliability Standard@C

Stanear:d* The entlty requestlng an mterpretatlon eHmplememaﬂengwdaneeshall
send a request to regstd@sercl.org 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. -SERC Staffstaff will forward
requests for interpretations to the apprepriate-SERC StandingStandards Committee
Chair{s);, who will assign a-Respensible SERC-Subgreupan Interpretation Drafting

Team (IDT) with the relevant expertise to address the clarification. The IDT should
include appropriate industry stakeholder representatives and members of the original
Standard Drafting Team, consistent with availability.
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As soon as practical [but not more than forty-five (45) calendar days following the
reeeiptestablishment of the reguestlDT], the assighed-subgreuplDT will prepare a draft
a-written-interpretation of the SERC Regional Reliability Standard erregional-criteria
addressing the issues raised. -Fhe-SERC staff will post the draft interpretation wil-be-on
the SERC web site for 30-day informal® stakeholder comment period. A notice of the
posting will be sent to all SERC Standing Committees representatives and alternates;
NERC:; the regional standards area of the other Regional Entities; individuals listed as
entity contacts in the SERC Compliance Reqistry; and the SERC Reqistered Ballot
Body representatives by e-mail. Comments shall be submitted to-the-appropriate- SERC
Standing-electronically by e-mail to regstd@sercl.org. All comments are due by the
close of business on the 30" calendar day of posting. 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.

The IDT will review the stakeholder feedback and may revise the draft interpretation.
The IDT will then forward the draft interpretation to the SERC Standards Committee(s)
Executive for review. The Standards Committee forreviewwill determine if the
interpretation is consistent with the standard and does not add additional requirements
to the standard. The interpretation will then be posted for public review and a ballot pool
will be formed consistent with the process steps to approve a draft standard as detailed
in the body of this procedure. The interpretation is then balloted and, if approved, will be
submitted for SERC Board of Directors approval and filing with NERC and FERC.

If approved by the-SERC-Executive-CommitteeFERC, the interpretation is appended to

the SERC Regional Reliability Standard erSERCregional-eriteria-and is effective
immediately. -The interpretation will stand until such time as the SERC Regional

Reliability Standard erSERC-Standing-Committee-Documentis revised through the
normal process, at which time the SERC Regional Reliability Standard erSERC

Standing-Committee-Doecument-will be modified to incorporate the clarifications provided

by the interpretation.

2 An informal comment period does not require the IDT to respond to every stakeholder comment and is
only used to make potential changes for the final draft of the interpretation.
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Appeals
Any memberMember Company of SERC or any entity that is directly and materially

affected by the reliability of the SERC Bulk Electric System that believes it has been or
will be adversely affected by any substantive or procedural action or inaction related to
the development, approval, revision, or withdrawal of a SERC Regional Reliability
Standard shall have the right to appeal.- This appeals process applies only to the SERC
Regional Reliability Standards Process as defined in this manual. -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 SERC
Member Company website.- A notice of the posting will be sent to all SERC Board of
Directors representatives and alternates, and to all SERC Standing Committees
representatives and alternates. In addition, the notice will be sent (via e-mail) to the

Region-Managersregional standards area of the other Regional Entities-adjeiring-SERC

RFC-MRO;-SPPand-FRCC) and to any entity that is directly and materially affected
by the reliability of the SERC Bulk Electric System.

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
SERC President a complaint in writing that describes the substantive or procedural
action associated with a SERC Regional Reliability Standard or the SERC Regional
Reliability Standards Process. -The appellant must describe in the complaint the actual
or potential adverse impact to the appellant.

Assisted by any necessary staff and the SERC Standards Committee, the SERC
President, or the President’s designee shall prepare a written 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
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resolution of the issue, both the complaint and response will be made a part of the
record associated with the SERC 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 SERC President within fifteen (15) calendar
days of the affected entity’s Level 2 Appeal to the SERC Executive Committee. -In all
cases, ho SERC Executive Committee members that have any direct affiliation with the
participants in the appeal will participate in the Level 2 Appeal.

SERC Staffstaff shall post on the SERC websiteweb site the notice of the Level 2
appeal and other relevant materials at least fifteen (15) calendar days prior to
consideration of the Level 2 appeal by the SERC Executive Committee.

In addition to the appellant, any entity that is directly and materially affected by the
reliability of the SERC Bulk Electric System, and who is directly and materially affected
by the substantive or procedural action referenced in the complaint shall be heard by
the SERC Executive Committee. -The SERC Executive Committee shall not consider
any expansion of the scope of the appeal that was not presented in the Level 1 Appeal.

The Executive Committee may direct the SERC Standards Committee to research
and/or advise it on technical issues or matters related to the appeal.- Each appellant,
any entity that is directly and materially affected by the reliability of the SERC Bulk
Electric System, and who is directly and materially affected by the substantive or
procedural action referenced in the complaint may request that an ad- hoc committee
be formed to assist the Executive Committee in its review.

The SERC Executive Committee may in its decision find for the appellant and remand
the issue to the SERC Standards Committee for resolution with a statement of the
issues and facts in regard to which fair and equitable action was not taken.

The SERC Executive Committee 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 actions of the SERC Executive Committee shall be posted on the SERC website-
web site. A notice of the posting will be sent to the appellant, all SERC Board of
Directors representatives and alternates, and all SERC Standing Committees
representatives and alternates. -In addition, the notice will be sent (via e-mail) to the

Region-Managersregional standards area of the other Regional Entities-adjeining-SERC

RFCMRO,-SPP,andFRCC) and to any entity that is directly and materially affected
by the reliability of the SERC Bulk Electric System.
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Appendix C: SERC Regional Reliability Standard Authorization
Request Form (Latestlatest approved version of form is posted on the
SERC websiteweb site: www.sercl.org)

SERC to complete
ID

Authorized for
Posting

Authorized for
Development

Title of Proposed Standard:

Request Date:

SAR Originator Information

SAR Type (Check box for one of these
Name selections.)
Company New Standard
Telephone Revision to Existing Standard
Fax Withdrawal of Existing Standard
E-mail -

Purpose (Describe the purpose of the proposed Standard — what the Standard will
achieve in support of reliability.)
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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.)

Justification fer-Regional-\Variation-(Provide a detailed statement justifying the need
for the proposed Standard-specifically-identifying-the need-fora regienalvariationstandard.)

Reliability Functions

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

Reliability The-entity-thatis-the-highest-level-of authority who-is
AutherityCoordinator responsible-for-thereliable-operation-of the Bulk

Responsible for the real-time operating reliability
of its Reliability Coordinator Area in coordination
with its neighboring Reliability Coordinator’s wide
area view.

Balancing Authority Theresponsible-entity thatintegrates|ntegrates
resource plans ahead of time;_and maintains load-

interchange-generationresource balance within a
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Balancing Authority Area; and supports
Interconnection frequency in real time.

Interchange Authorizosvalidend balonesd-Inierchangs Schedules

AuthorityCoordinator Ensures communication of interchange
transactions for reliability evaluation purposes and
coordinates implementation of valid and balanced
interchange schedules between Balancing
Authority Areas.

Planning The-responsible-entity-that-coordinates-and-integrates

AuthorityCoordinator rensmission-foctipr ond serndes slons rescures nlons.

and-protection-systems-Assesses the longer-term

reliability of its Planning Coordinator Area.

Transmission Service
Provider

The-entity-that-administersAdministers the
transmission tariff and provides Transmission

Service-to-Transmission-Customerstransmission
services under-applicable transmission service
agreements: (e.q., the pro forma tariff).

Transmission Owner

The-entity-thatewnsOwns and maintains
transmission facilities.

Transmission Operator

The-entity responsibleforEnsures the Real-time
operating reliability of its“lecal’the transmission

—andd ; : ) :
the transmissionfaciliiesassets within a

Transmission Operator Area.

Transmission Planner

The-entity-that developsDevelops a long-term
{generally->0ne year and-beyond)-plan for the
reliability adeguacy)-of the interconnected bulk
electric-transmission-systemsBulk Electric System
within its portion of the Planning Autherity
AreaCoordinator area.

Resource Planner

The-entity-that developsDevelops a long-term
{generally->0one year and-beyond)-plan for the
resource adequacy of its specific loads {customer
demand-and-energy-requirements)-within a Planning
Autherity AreaCoordinator area.

Generator Operator

II|eE entity Itl'a; operates ? enelal tRg uRit(s)-ane
Interconnected-Operations-Services.Operates
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generation unit(s) to provide real and reactive
power.

Generator Owner Entity-thatownsOwns and maintains generating
uhitsgeneration facilities.

Purchasing-Selling Entity | Fhe-entity-that purchases-orsellsand-takes-titleto;

generating-facilities-.Purchases or sells enerqy,

capacity, and necessary reliability-related services
as required.

Distribution Provider Provides-and-operatesDelivers electrical energy to
the “wires” between-thefransmission-system-and

theEnd-use customer.

Load-Serving Entity Secures energy and transmission service (and

reliability-related rtereonnected-Operations
Servicesservices) to serve the electrical-demand-and

energy-requirements-of-its-endEnd-use customers:

Customer.

NOTE: The RSS may find it necessary to modify the initial reliability function
responsibility assignment as a result of the standards development and comments
received.

Applicable Reliability Principles (Check all boxes that apply.)

[ 1 1. Interconnected bulkpewersystemsBulk 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.

[1 2. The frequency-and voltage of interconnected bulk-pewersystemsBulk
Electric Systems shall be controlled within defined limits through the
balancing of real and reactive power supply and demand.

[1 | 3. Information necessary for the planning and operation of interconnected
bull-pewersystemsBulk 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-pewersystemsBulk Electric Systems shall be developed, coordinated,
maintained, and implemented.
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[1 5. Facilities for communication, monitoring, and control shall be provided,
used, and maintained for the reliability of interconnected bulk-pewer
systems-Bulk Electric Systems.

[1 6. Personnel responsible for planning and operating interconnected buk
powersystemsBulk Electric Systems shall be trained, qualified, and have
the responsibility and authority to implement actions.

[ 1 | 7. The security of the interconnected bulk-pewersystemsBulk Electric Systems
shall be assessed, monitored, and maintained on a wide-area basis.

Does the proposed Standard comply with all of the following Market Interface
Principles? (Select ‘yes’ or ‘no’ from the drop-down box.)

Recognizing that reliability is ana Common Attribute of a robust North American
economy:

1. Areliability standard shall not give any market participant an unfair competitive
advantage.Yes

2. Areliability standard shall neither mandate nor prohibit any specific market
structure. Yes

3. A reliability standard shall not preclude market solutions to achieving
compliance with that standard. Yes

4. A reliability standard shall not require the public disclosure of commercially
sensitive information. All market participants shall have equal opportunity to
access commercially non-sensitive information that is required for compliance
with reliability standards. Yes

Detailed Description (Provide enough detail so that an independent entity familiar with

the industry could draft a Standard based on this description.)

Related Reliability Standards (NERC and SERC Regional)

Standard
No. Explanation
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| Related SARs

SAR ID Explanation

Implementation Plan

Description (Provide plans for the implementation of the proposed standard, including
any known systems or training requirements.- Include the reliability risk(s) associated
with the violation that the standard will mitigate, and the costs associated with
implementation.)

Proposed Implementation days after Board of Directors adeptienrapproval
or
on (date):
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Appendix D: Elements of a SERC Regional Reliability Standard

Title

A brief, descriptive phrase identifying the topic of the standard.

Identification
Numbernumbe
r

A unique identification number assigned to facilitate tracking
and reference to SERC Regional Reliability Standards. The
identification number will be consistent with the Numbering
Convention for NERC Regional Reliability Standards. The
latest approved version of the convention will be posted on the
SERC website-(www.serclorgweb site (www.sercl.orq).

Effective The effective date of the standard or, prior to

Datedate and adoeptierapproval of the standard by the Board of Directors,

Statusstatus the proposed effective date.

Purpose The purpose of the standard. -The purpose shall explicitly
state what outcome is expected by this 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 SERC areaRedqion, then a clear
identification of the portion of the bulk-pewer-systemBulk
Electric System to which the standard applies.- Any limitation
on the applicability of the standard based on electric facility
requirements should be described.

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.
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Violation
Severity Levels

Defines the degree to which compliance with a requirement

was not achieved.-The viclation severity levels are part of the

with-the Responsible SERC-Subgreup- Each requirement

must have at least one Violation Severity Level.
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SERC Regional Reliability Standard Development Procedure

EX

Violation Risk
Factor(s)

nibit C to Amended and R

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

A High Risk Factor requirement (a) is one that, if violated,
could directly cause or contribute to bulk-powersystemBulk
Electric System instability, separation, or a cascading
sequence of failures, or could place the bulk-power
systemBulk Electric System at an unacceptable risk of
instability, separation, or cascading failures; or (b) is a
requirement in a planning timeframe that, if violated, could,
under emergency, abnormal, or restorative conditions
anticipated by the preparations, directly cause or contribute to
bulk-powersystemBulk Electric System instability, separation,
or a cascading sequence of failures, or could place the bulk
power-systemBulk Electric System at an unacceptable- risk of
instability, separation, or cascading failures, or could hinder
restoration to abnormal condition.

A Medium Risk Factor requirement (a) is a requirement that, if
violated, could directly affect the electrical state or the
capability of the bulk-pewersystemBulk Electric System, or
the ability to effectively monitor and control the bultk-pewer
systemBulk Electric System, but is unlikely to lead to bulk
power-systemBulk Electric System instability, separation, or
cascading failures; or (b) is a requirement in a planning
timeframe that, if violated, could, under emergency, abnormal,
or restorative conditions anticipated by the preparations,
directly affect the electrical state or capability of the bulk
power-systemBulk Electric System, or the ability to effectively
monitor, control, or restore the bulk-pewersystemBulk Electric
System, but is unlikely, under emergency, abnormal, or
restoration conditions anticipated by the preparations, to lead
to bultk-powersystemBulk Electric System instability,
separation, or cascading failures, nor to hinder restoration to a
normal condition.

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 bulk
power-systemBulk Electric System, or the ability to effectively
monitor and control the bulk-pewer-systemBulk Electric

System; or (b) is a requirement in a planning time frame that,
lyiolated. would | nt.fy%”F'%Qt.‘cf‘neASrre“eeﬂ%‘?”Cy abnogmal, O pevision

2

SE

RC Board Executive Con

hetH sV & GaEERBES glideipated Dy the preparatlons D€ page

expected to affect the electrical state or capability of the bulk
power-systemBulk Electric System, or the ability to effectively
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SERC Regional Reliability Standard Development Procedure

Measure(s) Each requirement shall be addressed by one or more
measurements.- Measurements that will be used to assess
performance and outcomes for the purpose of determining
compliance with the requirements stated above. -Each
measurement identifies to whom the measurement applies
and the expected level of performance or outcomes required
demonstrating compliance. -Each measurement shall be
tangible, practical, and as objective as is practical. It is
important to realize that measures are proxies to assess
required performance or outcomes. Achieving the full
compliance level of each measurement should be a necessary
and sufficient indicator that the requirement was met. Each
measure shall clearly refer to the requirement(s) to which it

outcomes.

of responsibility for data archiving.

Sileedop sl

applies.
Compliance Defines for each measure:
Monitoring e The specific data or information that is required to measure
Preeessmonito performance or outcomes.
ring process 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

e The entity that is responsible for evaluating data or
information to assess performance or outcomes.

o The time period-n-which performance or outcomes-is

e Measurement data retention requirements and assignment
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Time horizon The time period an entity has to mitigate an instance of

violating the associated requirement.

e Long-term planning — a planning horizon of one year or
longer.

e Operations planning — operating and resource plans from
day-ahead up to and including seasonal.

e Same-day operations — routine actions required within the
timeframe of a day, but not real-time.

e Real-time operations — actions required within one hour or
less to preserve the reliability of the bulk electric system.

e Operations assessment — follow-up evaluations and
reporting of real time operations.
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| Attached Supporting Information Elements

Interpretations

Any interpretations of the SERC Regional Reliability Standards
that were developed, and approved by the SERC Executive
Committee, to expound on the application of the standard for
unusual or unique situations.

Implementation
Planplan

Each SERC Regional Reliability Standard shall have an
associated implementation plan describing the effective date of
the standard or effective dates if there is a phased
implementation.- The implementation plan may also describe
the implementation of the standard in the compliance program
and other considerations in the initial use of the standard, such
as necessary tools, training, etc. The implementation plan must
be posted for at least one public comment period and is
approved as part of the ballot of the standard.

Supporting
Referencesrefer
ences

This section references related documents that support
reasons for, or otherwise provide additional information related
to the standard —Examples include, but are not limited to:

e Glossary of Terms

e Developmental history of the standard and prior versions

¢ Responsible SERC Subgroup

¢ Notes pertaining to implementation or compliance

e Standard references

¢ Procedures/Practices

¢ Training and/or Technical Reference

¢ Frequently Asked Questions Document
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Appendix E: Comment Form for Draft SERC Regional Reliability
Standard (Latestlatest approved version of form is posted on the
SERC websiteweb site: www.sercl.org)

COMMENT FORM FOR [INSERT APPROPRIATE TITLE OF SERC REGIONAL
RELIABILITY STANDARD]

Please use this form to submit comments on [insert description]. -Comments must be
submitted by [date].- You must submit the completed form by emailinge-mailing it to
[insert appropriate contact names & e-mail addresses] with the words [insert
appropriate subject] in the subject line. If you have questions please contact{insert
appropriate contact names, e-mail addresses & phone numbers].

DO: Do use punctuation and capitalization as needed:
Do use more than one form if responses do not fit.in the spaces provided.
Do submit any formatted text or markups in a separate WORD file.

DO NOT: Do _not submit a response in an unprotected copy of this form.

Commenter Information
Group Name (if applicable):
Contact Name:
Organization:
Telephone:
EmaillE-mail:

Background:
In this section, provide background information including the reasons for the
development of new SERC Regional Reliability Standard or revisions to an
existing SERC Regional Reliability Standard.

Major. Changes to this Revision of the SERC Regional Reliability Standard
Provide additional information that may help the reviewers better understand the
need and motivation for the changes.

Include any other sections as necessary to facilitate the review process.
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Please Enter All Comments in Simple Text Format.

Insert a “check’ mark in the appropriate boxes by double-clicking the gray areas.

[The following are sample questions. -Revise the questions as appropriate.]

1. Do you agree with the inclusion of the following in section [xxx] of the standard?

Describe revision details.

[]Yes
[ ] No

[ ] Comments:

n

Do you agree with the proposed definitions that were added or revised?
[]Yes
[1No

] Comments:

w

Do you agree with the deletion of the following section from part [xxx]?
[]Yes
[ ] No

[ ] Comments:

e

Do you agree with the proposed changes in section [xxx] of the document?
[ Yes
[1No

] Comments:

o

Please identify anything you believe needs to be modified before this revision of the standard
can be approved by SERC?

[ ] Comments:

o

Please provide any other comments on this revision of the standard?

] Comments:
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SERC Regional Reliability Standard Development Procedure

Appendix F: SERC Consideration of Comments Form (Latestlatest approved version of form is
posted on the SERC websiteweb site: www.sercl.org)

SERC [INSERT RSS NAME] Consideration of Comments on
[INSERT APPROPRIATE SERC REGIONAL RELIABILITY STANDARD TITLE & REV. #]

[SAMPLE LANGUAGE]

This document contains comments submitted on Revision [_] of the [Standard], which was distributed for review on [Date]
in accordance with the SERC Regional Reliability Standards Process Manual. -Comments were received from the
following.

[INSERT INTRODUCTORY LANGUAGE AS APPROPRIATE]

Commenter Comment Response
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Appendix G: -SERC Process Flow Diagram

A 4 A 4 A 4
Remand Accept Reject
request roanest request
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:

| steps0

Remand-to
RSS <
Form-new RSS e Ballet-Pool
< Affirmative Vote I
Ferminate-work Yes
on-standard |
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Requester

Submits
standard Step 1
request (SAR)
to Manaaer of
No
SAR form
complete?
Yes Conflict
with
current Step 2
drafting
Standing Step 3
Committee
Executive
Committee
Action
) 4 \ 4 v
Remand Accept Reject
request reguest request
A\ 4
Post request
for public Step 4
notice

!
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Remand to
RSS—Step 6

Form new RSS

Assign RSS

A 4

Draft standard

A 4

Notice of vote to approve
regional reliability standard

Ballot Pool

Terminate work
on standard
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Standing SERC Board
Committee Approves &
action filac with
Remand to B
RSS—Step 6 [¥
File with NERC for
adoption
Form new B
RSS <«
Terminate B
work on <
standard
NERC Board
Adopts & files
m cndidlh A
SERC Board
action <
No
Remand to <
Standing
Committee
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Terminate P
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standard

Step 12

Step 13
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EXHIBIT D — COMPLIANCE MONITORING AND ENFORCEMENT
PROGRAM

1.0 REGIONAL COMPLIANCE MONITORING AND ENFORCEMENT
PROGRAM

SERC Reliability Corporation 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 SERC Reliability Corporation’s geographic
or electrical boundaries, and such other scope, set forth on Exhibit A of this
Agreement.

2.0 REGIONAL HEARING OF COMPLIANCE MATTERS

SERC Reliability Corporation shall es tablish 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 pen alty or
sanction, or a propos ed mitigation plan, which shall be a balanced complianc e
panel reporting directly to SERC Reliability Corporation’s board.

SERC Reliability Corporation’s Hearing Body is the Board Compliance
Committee, or a subset of the Board Compliance Committee. The Board
Compliance Committee is comprised of SERC board members appointed by the
Board of Directors. The Board Compliance Committee representation is as
follows:

e The Investor-Owned Utility Sector shall have three (3) representatives;
e The Federal/State Sector shall have two (2) representatives;

e The Cooperative Sector shall have two (2) representatives;

e The Municipal Sector shall have two (2) representatives;

e The Marketer Sector shall have on (1) representative;

e The Merchant Electricity Sector shall have one (1) representative;

e The ISO-RTO/Customer Sector shall have one (1) representative

Consistent with the Hearing Procedures, a quorum for the purpose of constituting
a Hearing Body shall be half of SERC’ s Board Compliance Committee, or six
members including alternates. In addition to the quorum requirement, the chair

of the Board Compliance Committee sha Il declare the Hea ring Body duly
constituted only if no two sectors can control and no one s ector can veto the
actions of the Hearing Body (the “Sector Control Requirements”). To ensure that
the Sector Control Requirements are met in the formation of a Hearing Body, the
Chair shall adhere to the following in declaring the Hearing Body duly constituted:

e |If the Hearing Body is made up of six (6) members of the BCC, then each
sector shall have no more than one (1) representative on the Hearing
Body.
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e |f the Hearing Body is made up of seven (7) or eight (8) members of the
BCC, then only one sector can have two (2) representatives on the
Hearing Body, and each other sector can have only one (1) representative
on the Hearing Body.

o |[f the Hearing Body is made up of nine (9) or ten (10) members of the
BCC, then no sector can have more than two (2) representatives on the
Hearing Body.

e |[f the Hearing Body is made up of eleven (11) or twelve (12) members of
the BCC, then the Sector Control Requirements are met, as no two
sectors would have enough votes to control, and no one sector would
have the ability to veto.

Approval of all actions before a duly constituted Hearing Body shall require a
simple majority of the votes cast, with each member of the Hearing Body having
one vote. The decision of any duly constituted Hearing Body pursuant to these
requirements shall be final and binding on the Corporation, without requiring
either the full Compliance Committee or the Corporation to ratify the Hearing
Body’s actions.

3.0 OTHER DECISIONMAKING BODIES
SERC Reliability Corporation does not use decision making bodies within its

compliance program other than the Board Compliance Committee described in
Section 2.0.
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Exhibit E — Funding
1. Scope of activities funded through the ERO funding mechanism
SERC 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:

¢ Reliability Standard Development

e Compliance Monitoring and Enforcement

e Organization Registration and Certification

o Reliability Assessment and Performance Analysis (including necessary data
gathering activities)

o Event Analysis and Reliability Improvement

e Training and Education

e Situation Awareness

e Infrastructure Security

2. Preparation of Annual Business Plan and Budget

(a) NERC and SERC, in conjunction with the other Regional Entities, shall
collaboratively develop an annual schedule for the development, submission, review and
approval of SERC’s business plan and budget. The annual schedule for the preparation of
business plans and budgets shall require SERC (i) to submit to NERC draft(s) of SERC’s
proposed business plan and budget and other preliminary documents and information, and
(i) to submit a final proposed business plan and budget that has been approved by SERC
Board of Trustees to NERC by July 1 or such other agreed date as provides sufficient time
for NERC’s review, approval and submission of SERC’s business plan and budget to the
Commission 130 days in advance of the beginning of each fiscal year. The SERC
business plan and budget submission shall include supporting materials, including SERC’s
complete 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. SERC'’s business plan and budget and proposed assessments shall provide
for reasonable reserve mechanisms for unforeseen and extraordinary expenses and other
contingencies, consistent with generally accepted accounting principles.

(b) NERC shall review and approve SERC'’s proposed business plan and budget and
proposed assessments for performing the delegated functions and related activities
described in Sections 5, 6 and 7 of this Agreement and listed above in Section 1 of this
Exhibit E, or shall direct SERC to make such revisions as NERC deems appropriate prior
to approval. NERC shall submit SERC’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.

3. Allocation of Costs

Assessments to fund the costs of SERC’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
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accordance with Section 9(b) of the Agreement. SERC shall submit to NERC annually at
the same time it submits its budget request a list of the load-serving entities or designees
within its geographic boundaries that shall be responsible for paying SERC’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 SERC’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

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

(b) NERC shall pursue any non-payments of assessment amounts and shall request
assistance from ERO Governmental Authorities as necessary to secure collection. To the
extent reasonably practicable, SERC shall assist NERC in pursuing and collecting any non-
payments. Notwithstanding the foregoing, SERC 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 SERC’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 SERC'’s region.

(c) Upon approval by ERO Governmental Authorities of SERC’s annual assessment to
fund the costs of its delegated functions and related activities, NERC shall pay SERC’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 SERC,
other than penalty monies received from an operational function or division or affiliated
entity of SERC, shall be applied as a general offset to SERC’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 SERC 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.

6. Budget and Funding for SERC’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”), SERC performs the following
other functions and activities (such other functions and activities being referred to in this
Section 6 as "non-statutory activities"): None.

SERC shall employ the following methods and procedures to (i) keep its funding
mechanisms for its statutory activities separate from its funding mechanisms for its non-
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statutory activities, and (ii) record the costs it incurs in the performance of its non-statutory
functions separately from the costs it incurs in the performance of its statutory functions:
Not applicable.

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

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

7. Amended or Supplemental Business Plans and Budgets

During the course of the fiscal year, if SERC determines it does not or will not have
sufficient funds to carry out its delegated functions and related activities, SERC 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 SERC’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 SERC to
make such revisions as NERC deems appropriate prior to approval. NERC shall submit
SERC'’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 a request made to SERC with reasonable notice, NERC shall have access to and
may review all financial records of SERC, including records used to prepare SERC’s
financial statements. NERC shall conduct reviews of the quarterly and annual financial
statements submitted by SERC pursuant to Section 9(h) and (i) of the Agreement. SERC
shall provide supporting documentation for the quarterly and annual financial statements as
reasonably requested by NERC.
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