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I.  INTRODUCTION 

 The North American Electric Reliability Corporation (NERC), in accordance with 18 

C.F.R. §39.4(d), requests the Commission’s approval of a supplement to the 2009 Business Plan 

and Budget and assessments of the Midwest Reliability Organization (MRO).  MRO is one of the 

eight Regional Entities to which NERC has delegated authority to perform certain of NERC’s 

functions under §215 of the Federal Power Act as the Electric Reliability Organization (ERO).1 

 The Commission conditionally accepted the 2009 business plans and budgets of NERC, 

MRO and the other Regional Entities in an Order issued October 16, 2008.2  MRO’s need for a 

supplemental budget arises from the decision of the pension plan sponsor of the multiple-

employer defined benefit pension plan in which MRO has participated, to terminate the plan.  

MRO has determined it will be more cost-effective, administratively simpler, and more 

conducive to attracting and retaining employees, for MRO to move to a defined contribution 

plan, rather than to continue to maintain, fund and administer the defined benefit plan on its own.  

In accordance with the terms of the plan document and the regulations of the Pension Benefit 

Guaranty Corporation (PBGC), upon terminating its defined benefit plan, MRO must make final 

distributions to the plan participants equivalent to the present value of their accrued benefits.  As 

explained in this filing, MRO must make a one-time contribution of $1.12 million to the pension 

plan to fund it at termination so that the final distributions can be made from the plan pursuant to 

the PBGC funding rules.  MRO plans to make this one-time contribution and the final 

                                                 
1 The Commission originally approved NERC’s delegation agreements with MRO and the other 
seven Regional Entities in an Order issued April 19, 2007.  Order Accepting ERO Compliance 
Filing, Accepting ERO/Regional Entity Delegation Agreements, and Accepting Regional Entity 
2007 Business Plans, 119 FERC ¶61,060 (2007). 

2 Order Conditionally Accepting 2009 Business Plan and Budget of the North American Electric 
Reliability Corporation and Ordering Compliance Filings, 125 FERC ¶61,056 (2008) 
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distributions from the plan prior to December 31, 2009.  However, based on MRO’s projected  

2009 financial results, MRO is not able to fund this $1.12 million obligation from its approved 

2009 assessments to load-serving entities (LSE) or its working capital reserve.   

 Although the MRO Board voted in June 2008 to terminate the defined benefit pension 

plan and adopt a defined contribution plan, MRO’s 2009 budget did not include funding for the 

pension plan to support the required final distribution because the timing of receipt of a final 

determination letter from the Internal Revenue Service (IRS) in connection with the plan 

termination, and thus the timing and amount of MRO’s final contribution, was unknown.  

Further, including this one-time funding requirement in MRO’s 2010 budget would not be timely 

because the funding is needed to be able to make the final distributions in calendar year 2009, as 

explained below.  Accordingly, MRO has requested approval of a 2009 budget supplement of 

$1.12 million, to be funded through a one-time assessment to the LSEs in the MRO region.  

MRO is a cross-border Regional Entity; based on 2007 reported net energy for load (NEL), the 

United States portion of this assessment is $947,052 and the Canadian portion is $172,948   The 

NERC Board approved MRO’s request on August 5, 2009. 

 The IRS favorable determination letter was received on July 6, 2009, thereby enabling 

the final distributions from the pension plan to be made.  The plan sponsor will be making its 

final plan distribution in November 2009.  Although MRO is not required to make the final 

distribution to the MRO plan participants simultaneously with the plan sponsor’s distribution, 

MRO plans to make the distribution before December 31 to close out all obligations of the plan 

in 2009 and avoid reporting requirements for 2010.  NERC, which must invoice the load-serving 

entities in the MRO region for the supplemental assessment, and collect payments, would like to 

issue these invoices in late October to avoid workload conflicts and stakeholder confusion with 
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the issuance of the first quarterly installment invoices for the 2010 NERC and Regional Entity 

assessments, which will be issued in November.  NERC is therefore asking the Commission to 

issue an order approving the MRO supplemental budget and funding request by on or about 

October 15, 2009. 

 Attachment 1 to this filing is the 2009 supplemental Business Plan and Budget prepared 

by MRO.  It includes a Statement of Activities showing the original and revised (with the 

supplement) MRO 2009 budget; a copy of the IRS favorable determination letter; the amount of 

MRO’s funding obligation for the terminated pension plan as determined by its employee 

benefits consultants; and the proposed one-time assessments to each LSE in the MRO region. 

II.  NOTICES AND COMMUNICATIONS 

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

Rick Sergel 
President and Chief Executive Officer 
David N. Cook* 
Vice President and General Counsel 
North American Electric Reliability 
      Corporation 
116-390 Village Boulevard 
Princeton, NJ 08540-5721 
(609) 452-8060 
(609) 452-9550 – facsimile 
david.cook@nerc.net 

 

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

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 

Rebecca J. Michael, Assistant General Counsel 
North American Electric Reliability Corporation     
1120 G Street, N.W., Suite 990 
Washington, D.C. 2005-3801 
(202) 393-3998 
(202) 393-3995 – facsimile 
Rebecca.michael@nerc.net 

III. PROCEDURAL BASIS FOR MRO 
SUPPLEMENTAL BUDGET AND FUNDING REQUEST 

 The Commission’s ERO regulations at 18 C.F.R. §39.4 state: 

(b) The Electric Reliability Organization shall file with the Commission its 
proposed entire annual budget for statutory and any non-statutory activities, 
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including the entire annual budget for statutory and any non-statutory activities of 
each Regional Entity, with supporting materials, including the ERO's and each 
Regional Entity's complete business plan and organization chart, explaining the 
proposed collection of all dues, fees and charges and the proposed expenditure of 
funds collected in sufficient detail to justify the requested funding collection and 
budget expenditures 130 days in advance of the beginning of each Electric 
Reliability Organization fiscal year. The annual Electric Reliability Organization 
budget shall include line item budgets for the activities of each Regional Entity 
that are delegated or assigned to each Regional Entity pursuant to §39.8. 

(c) The Commission, after public notice and opportunity for hearing, will issue an 
order either accepting, rejecting, remanding or modifying the proposed Electric 
Reliability Organization budget and business plan no later than sixty (60) days in 
advance of the beginning of the Electric Reliability Organization's fiscal year. 

(d) On a demonstration of unforeseen and extraordinary circumstances requiring 
additional funds prior to the next Electric Reliability Organization fiscal year, the 
Electric Reliability Organization may file with the Commission for authorization 
to collect a special assessment. Such filing shall include supporting materials 
explaining the proposed collection in sufficient detail to justify the requested 
funding, including any departure from the approved funding formula or method. 
After notice and an opportunity for hearing, the Commission will approve, 
disapprove, remand or modify such request. 

(e) All entities within the Commission's jurisdiction as set forth in section 215(b) 
of the Federal Power Act shall pay any Electric Reliability Organization 
assessment of dues, fees and charges as approved by the Commission, in a timely 
manner reasonably as designated by the Electric Reliability Organization. 

 The Commission’s regulations do not explicitly provide for the submission of amended 

or supplemental budget and funding requests by Regional Entities outside the annual business 

plan and budget submission, review and approval cycle.  However, in the context of §39.4, the 

ERO is responsible for reviewing and approving the business plans and budgets of the Regional 

Entities and submitting them to the Commission for review and approval.  The ERO is also 

responsible for issuing the Commission-approved assessments, covering the approved funding 

requirements of both NERC and the Regional Entity, to the LSEs in each region, and for 

collecting the assessments and remitting the Regional Entity’s portion of the assessment to the 
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Regional Entity.3  Therefore, the appropriate procedure for submission of a Regional Entity 

supplemental budget and funding request to the Commission is for NERC to submit the 

supplemental budget and funding request pursuant to 18 C.F.R. §39.4(d).  The Commission has 

previously approved an amendment to a Regional Entity’s budget submitted by NERC outside 

the normal annual budget submission, review and approval cycle: in Docket RR07-16-002, the 

Commission approved an amendment to the Western Electricity Coordinating Council’s 2008 

Business Plan and Budget.4 

IV. EXPLANATION OF MRO  
SUPPLEMENTAL BUDGET AND FUNDING REQUEST 

 Since beginning its operations in 2005, MRO has provided retirement benefits for its 

employees by participating in a multiple-employer defined benefit pension plan administered by 

MAPPCOR, a Minnesota-based not-for-profit corporation. As a new organization with a small 

number of employees, it was advantageous to MRO to participate in the multiple-employer 

pension plan administered by a third party, thereby avoiding excessive administrative costs and 

burdens for MRO in relation to the size of the plan. 

 However, in early 2008, the plan sponsor, MAPPCOR, announced it was terminating the 

pension plan.  In light of this announcement, MRO could have either (i) continued the pension 

plan as the sole participant and assumed the roles and responsibilities of plan sponsor and plan 

administrator, or (ii) terminated the pension plan for its own employees and adopted another 

option for providing retirement benefits for MRO employees.  MRO determined that the ongoing 

                                                 
3 Section 8(a) of the Commission-approved delegation agreement between NERC and MRO 
provides, “NERC shall fund Midwest Reliability Organization activities necessary for Midwest 
Reliability Organization to carry out its Delegated Authority under this Agreement . . . .” 

4 Order Approving Amendment to Western Electricity Coordinating Council Business Plan and 
Budget, 123 FERC ¶61,031 (2008). 
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costs and administrative complexities to maintain and administer a defined benefit pension plan 

for an organization with less than 50 employees did not make good business sense, and would 

distract managerial and administrative resources and attention from MRO’s core statutory 

mission as a Regional Entity.  Specifically, MRO considered the increasing complexities of the 

regulations governing pension plans and the increasing administrative requirements, which MRO 

management would need to understand, take responsibility for and stay up-to-date on.  MRO also 

considered the costs of administering a pension plan, which would be high in relation to the 

small number of employees.  Further, switching to a defined contribution (i.e., 401(k)) retirement 

plan was viewed as more attractive in the long run with respect to attracting and retaining 

employees, due to the employee portability of a defined contribution plan.  Accordingly, on June 

19, 2008, the MRO Board approved the termination of the defined benefit pension plan, to be 

effective December 31, 2008, and announced to the employees that beginning January 1, 2009, 

MRO would offer a defined contribution retirement plan.5 

 In order to avoid unintended adverse federal tax consequences from the termination of 

the pension plan, it was prudent for the plan sponsor – prior to the actual termination and 

distribution of the plan assets – to request and obtain a favorable determination letter from the 

IRS that termination of the plan would not affect its status as a qualified plan for federal tax 

purposes.  Because the date of receipt of the IRS favorable determination letter could not be 

determined, MRO did not include provision for the one-time final contribution to the pension 

plan in its 2009 Business Plan and Budget filed with the Commission on August 22, 2008.6  

                                                 
5 The fact that the Board was considering terminating the pension plan and offering a defined 
contribution plan instead was communicated to MRO employees in March 2008. 

6 MRO was required to submit its final 2009 Business Plan and Budget, as approved by its 
Board, to NERC in July 2008 for review and approval by the NERC Board prior to the August 
22, 2008 filing with the Commission. 
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Further, the date of receipt of the IRS favorable determination letter, and thus the date of the 

subsequent final distribution, could impact the amount of the final distribution and thus the 

amount of MRO’s required final contribution to the pension plan.7      

 The plan sponsor submitted its request for an IRS favorable determination letter on 

January 28, 2009.  The IRS favorable determination letter, dated June 29, 2009 (copy included in 

Attachment 1) was received on July 6, 2009.8  Having received the IRS favorable determination 

letter, MAPPCOR has scheduled its final distribution to occur in November 2009.  Although 

MRO is not required to make the final distribution to the MRO plan participants simultaneously 

with the plan sponsor’s distribution, MRO plans to make the distribution before December 31, 

2009.  Making the final distribution prior to December 31, 2009, will enable MRO to close out 

all obligations of the plan in 2009 and avoid any 2010 reporting requirements and the need for a 

new, 2010 actuarial calculation. 

 Deloitte Consulting LLP, MRO’s employee benefits consultants, determined the MRO 

pension plan liabilities under the current plan provisions to be $2.27 million, and the current 

value of the MRO portion of the plan assets to be $1.15 million.9  Therefore, MRO must make a 

                                                 
7 As shown below, in early April 2009, it was estimated that the amount of MRO’s final 
contribution to the pension plan would be $1.6 million; whereas in July 2009 the amount of the 
contribution has been determined to be $1.12 million. 

8 The IRS favorable determination letter incorrectly states the proposed date of termination of the 
pension plan as “April 31, 2008.”  The termination date of the plan is in fact December 31, 2008.  
MAPPCOR is requesting a corrected letter from the IRS.   

9 See letter from Deloitte Consulting LLP dated July 21, 2009, included in Attachment 1.  The 
pension plan has satisfied ERISA and IRS minimum funding standards, which are determined on 
an ongoing plan basis, for all prior years.  However, liabilities on a plan termination basis are 
generally higher than liabilities calculated on an ongoing plan basis, so it is not unusual for a 
plan considered fully funded on an ongoing plan basis to require additional funding when the 
plan is terminated. 
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one-time, final contribution to the pension plan of $1.12 million ($2.27 million less $1.15 

million) in order for the pension plan to have sufficient assets to make the final distribution.   

 Attachment 1 includes a Statement of Activities for MRO showing its original 2009 

budget, its amended 2009 budget with the one-time pension plan contribution of $1.12 million 

and the corresponding supplemental assessment funding, and its 2009 projected results 

(including the one-time pension plan contribution and the requested supplemental assessment).  

Absent the need to make the one-time pension plan contribution of $1.12 million, both MRO’s 

original 2009 budget and its 2009 projection reflect a breakeven outcome (total funding equals 

total expenses).  Neither MRO’s original, approved 2009 budget nor its currently projected 2009 

results provide sufficient excess cash flow to fund the one-time $1.12 million pension plan 

contribution.  Further, in its original 2009 Business Plan and Budget, MRO projected a working 

capital reserve at December 31, 2008 of $109,443, and did not provide a component in its 

requested 2009 assessments to increase the working capital reserve (see the Reserve Analysis 

provided in Attachment 1).10  Based on its current 2009 projection, MRO’s projected working 

capital reserve at December 31, 2009 is $74,344.  Therefore, MRO’s working capital reserve is 

insufficient to fund the necessary one-time $1.12 million pension plan contribution. 

 Although MRO has access to a $2.0 million line of credit from a lending institution, both 

MRO and NERC would deem it imprudent for MRO to draw on this line of credit to fund the 

                                                 
10 The working capital analysis was provided in Table 5 on page 74 of MRO’s 2009 Business 
Plan and Budget, which was Attachment 4 to the Request of the North American Electric 
Reliability Corporation for Acceptance  of its 2009 Business Plan and Budget and the 2009 
Business Plan and Budgets of Regional Entities and for Approval of Proposed Assessments to 
Fund Budgets, filed August 22, 2008 in this docket. 
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one-time $1.12 million pension plan contribution.11  Reliance on the line of credit for this 

purpose would deplete over 55 percent of the line of credit, thereby reducing its availability as a 

source to meet other temporary cash needs; would create interest expense; and would create a 

repayment obligation that would need to be funded through an increased assessment in the MRO 

budget for 2010 or a subsequent year. 

 Accordingly, for the reasons stated in the preceding two paragraphs, MRO and NERC 

have concluded that requesting a 2009 budget supplement and a one-time additional assessment 

to LSEs in the MRO region of $1.12 million is the most appropriate approach to funding MRO’s 

obligation to make a final contribution in this amount to the MRO pension plan.  On August 5, 

2009, the NERC Board approved MRO’s supplemental 2009 budget and funding request. 

 MRO has already notified the LSEs in its region that a one-time, supplemental 

assessment for 2009 is forthcoming.  Specifically, on April 9, 2009, MRO notified the LSEs of 

the anticipated one-time supplemental assessment, including notification to each LSE of its 

portion of the anticipated supplemental assessment.  For purposes of the April 9, 2009 

notification, MRO assumed a $1.6 million supplemental assessment, which was the then-current 

estimate of shortfall between the pension plan’s liabilities and its assets.  Based on Deloitte 

Consulting LLP’s more recent determination of the amount of the one-time contribution to the 

pension plan, the supplemental assessments will be only 70 percent of the assessment amounts 

publicized to LSEs in April 2009.  In July 2009, MRO updated the LSEs in its region on the 

status of the upcoming supplemental funding request. 

                                                 
11 As explained in Table 5 of MRO’s 2009 Business Plan and Budget, the availability of the $2.0 
million line of credit was one reason MRO determined it did not need to maintain a larger 
working capital reserve.   
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 Attachment 1 includes a table showing the calculation of the portion of the proposed 

one-time assessment of $1.12 million allocable to each LSE in the MRO region.  The allocation 

is based on actual 2007 NEL data, which was the NEL data used to calculate the assessments to 

LSEs to fund MRO’s original 2009 Business Plan and Budget.  As MRO is a cross-border 

Regional Entity including the Canadian provinces of Manitoba and Saskatchewan, a portion of 

the $1.12 million supplemental assessment is allocated to LSEs in those provinces.  Based on 

2007 NEL, the United States portion of the one-time assessment is $947,052 and the Canadian 

portion is $172,948.12 

 NERC is requesting that the Commission review and approve the MRO supplemental 

budget and funding request by on or about October 15, 2009.  The requested order date is 

approximately 70 days after the date of this filing, which is slightly longer than the time period in 

which the Commission reviews and acts on the full annual NERC and Regional Entity business 

plan and budget submissions pursuant to 18 C.F.R. §39.4(c).  Consistent with past practice, 

NERC expects to issue the invoices to LSEs throughout the U.S. for the first quarterly 

installment of the 2010 NERC and Regional Entity assessments, in mid-November 2009.  In 

order to avoid workload conflicts and potential confusion among LSEs in the MRO region, 

NERC would like to issue the invoices for the MRO supplemental assessment before the end of 

October.  Receipt of an Order by on or about October 15, 2009, will provide sufficient time for 

NERC to prepare and issue the invoices for the supplemental assessment to LSEs in the MRO 

region in late October.  Issuance of the invoices in late October will in turn enable NERC to 

                                                 
12 As shown in Attachment 1, the MRO assessment allocable to Manitoba is billed entirely to 
Manitoba Hydro, and the assessment allocable to Saskatchewan is billed entirely to 
Saskatchewan Power Corporation. 
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collect the supplemental assessment from LSEs by the end of November, to provide MRO with 

the funds to make the final pension plan contribution in December 2009. 

V.  CONCLUSION 

 For the reasons stated in this filing, the North American Electric Reliability Corporation 

respectfully asks the Commission to issue an Order, by on or about October 15, 2009, (i) 

approving the Midwest Reliability Organization supplemental 2009 Business Plan and Budget, 

and (ii) approving the one-time supplemental assessment to LSEs in the United States portion of 

the MRO region of $947,052, as detailed on a LSE-by-LSE basis in Attachment 1 to this filing. 

       Respectfully submitted, 

/s/  Rick Sergel____________________ 
Rick Sergel 
President and Chief Executive Officer 
David N.  Cook 
Vice President and General Counsel 
North American Electric Reliability Corporation  
116-390 Village Boulevard 
Princeton, NJ 08540-5721 
(609) 452-8060 
(609) 452-9550 – facsimile 
david.cook@nerc.net 

/s/ Owen E.  MacBride___________ 
Owen E.  MacBride 
Debra Ann Palmer 
Schiff Hardin LLP 
1666 K Street, N.W., Suite 300 
Washington, DC 20006 
(202) 778-6400 
(202) 778-6460 – facsimile 
omacbride@schiffhardin.com 
dpalmer@schiffhardin.com 
 
Rebecca J. Michael, 
Assistant General Counsel 
North American Electric Reliability      

Corporation 
1120 G Street, N.W., Suite 990 
Washington, D.C. 20005-3801 
(202) 393-3998 
(202) 393-3955 – facsimile 
Rebecca.michael@nerc.net 
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