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. INTRODUCTION

The North American Electric Reliability Corporation, pursuant to 18 C.F.R. 8§839.4,
requests the Commission’s approval of (1) an amendment (the “2008 Amendment”) to the 2008
Business Plan and Budget of the Western Electricity Coordinating Council (“WECC”), which
provides for a $5,852,414 (U.S. jurisdictional portion $4,954,654) increase in WECC’s budgeted
expenditures for 2008, to be funded in 2008 by a line of credit, and includes the addition of 31
full-time equivalent (“FTE”) WECC employees in the Reliability Coordination function during
2008; and (2) the inclusion by WECC in its assessments to load-serving entities (“LSE”) in the
WECC region for 2009 and 2010 of the U.S. jurisdictional portion of loan repayment and interest
costs relating to debt to be incurred by WECC in 2008 to fund the new activities and incremental
expenditures contemplated by the 2008 Amendment. The U.S. jurisdictional portion of the loan
repayment and interest payments are projected to be $2,756,584 in 2009 and $2,589,364 in 2010.

The Commission approved WECC’s 2008 Business Plan and Budget (subject to certain
compliance filing requirements) in the Commission’s Order issued October 18, 2007, in Docket
RR07-16-001." The proposed 2008 Amendment affects only WECC’s 2008 Business Plan and
Budget and does not affect the 2008 Business Plans and Budgets of NERC or of any other
Regional Entity (which the Commission also approved in the 2008 ERO Budget Order).

The purpose of the proposed 2008 Amendment is to increase WECC’s 2008 budget for
statutory functions by $5,852,414 to include costs for accelerated implementation of WECC’s

Reliability Center Strategic Initiative (“RC Initiative”) during 2008. The accelerated

! North American Electric Reliability Corp., 121 FERC { 61,057 (2007) (“2008 ERO Budget
Order”). NERC made a compliance filing as required by the 2008 ERO Budget Order on
December 14, 2007. Compliance Filing of the North American Electric Reliability Corporation
in Response to October 18, 2007 Order, Docket RR07-16-001, filed Dec. 14, 2007 (“December
2007 Budget Compliance Filing™).



implementation of the RC Initiative would result in (1) consolidation of WECC’s three existing
Reliability Centers, which have been hosted by Balancing Authorities in the WECC region, into
two new Reliability Centers to be operated by WECC and which would be operational on
January 1, 2009 (thereby accelerating the current schedule for operational status of the
Reliability Centers®), and (2) completion of the WECC Westwide System Model (“WSM”) in
2008. In the view of both WECC and the NERC Board of Trustees, which has approved the
proposed 2008 Amendment, these actions are important to and will enhance reliability of the
bulk-power system in the Western Interconnection, and are fully justified by their beneficial
impacts on reliability.

Additionally, the 2008 Amendment does not require any increase in the 2008 assessments
to Load-Serving Entities (“LSEs”) in the WECC region from the assessments approved by the
Commission in the 2008 ERO Budget Order. During 2008, WECC will fund the increased
expenditures called for by the 2008 Amendment through a line of credit WECC is arranging with
a commercial lending institution.> This loan will be repaid during 2009 and 2010. As shown in
greater detail below in this filing and in the Attachments, while repayment of principal and
payment of interest on the loan will necessitate incrementally higher assessments to LSEs in the
WECC region in 2009 and 2010 (for which approval is sought in this filing), accelerated
implementation of the RC Initiative during 2008, combined with movement to hosting of the

Reliability Centers by WECC rather than by third parties, will result in lower long-run costs for

2 As described in WECC’s currently-approved 2008 Business Plan and Budget, the two
Reliability Centers are presently scheduled to become operational in the first and fourth quarters
of 20009.

® Entry into the line of credit arrangement is contingent on receipt of a Commission Order
granting the approvals requested herein.



WECC and lower assessments to LSEs over the 2008-2012 period than would be the case under
the plan embodied in the currently-approved 2008 WECC Business Plan and Budget.

The WECC Board approved the plan to accelerate implementation of the RC Initiative,
including acceleration of the operational dates for the Reliability Centers, and to have WECC
rather than third parties host the Reliability Centers and the WMS, on December 6, 2007. On
January 10, 2008, WECC submitted the 2008 Amendment, including addition of 31 FTE WECC
employees in the Reliability Coordination function in 2008 and the proposal to fund the
increased 2008 expenditures through a line of credit, and the related request to include loan
repayment and interest costs in WECC’s 2009-2010 assessments to LSEs, to NERC for approval.
The NERC Board of Trustees approved WECC’s proposals on February 12, 2007, and directed
that the 2008 Amendment and related requests be filed with the Commission for approval.

Exhibit 1 to this filing is WECC’s submission to NERC dated January 10, 2008,
explaining the 2008 Amendment and requesting approval by the NERC Board of the 2008
Amendment, the addition of 31 FTE WECC employees in the Reliability Coordination function
in 2008, and the inclusion of the loan repayment and interest costs in WECC’s assessments to
LSEs in 2009 and 2010. Attachment A to Exhibit 1 is the Amended WECC 2008 Business
Plan and Budget as approved by the NERC Board on February 12, 2008. Attachment B is a
blackline of the Amended WECC 2008 Business Plan and Budget against the Corrected WECC
2008 Business Plan and Budget included in NERC’s December 2007 Budget Compliance
Filing. Attachment C provides a one-page comparison, by major funding and expense

categories, of the currently-approved WECC 2008 Budget to the proposed Amended WECC

* The Corrected WECC 2008 Business Plan and Budget was Attachment 8 to the December 2007
Budget Compliance Filing. Note that in the Income Statement in the blacklined 2008 Business
Plan and Budget (Attachment B to Exhibit 1), the currently-approved and proposed amended
figures are shown in separate side-by-side columns for easier reference.



2008 Budget. Attachment D provides an analysis comparing costs and assessments over the
2008-2012 period for three options considered by WECC: (i) the plan and schedule embodied in
the currently-approved 2008 WECC Business Plan and Budget (including continued hosting of
the WECC Reliability Centers by Balancing Authorities in the WECC region); accelerated
implementation of the RC Initiative with the Reliability Centers hosted by WECC; and
accelerated implementation of the RC Initiative with the Reliability Centers hosted by third
parties. Finally, Exhibit 2 is the resolution adopted by the NERC Board on February 12, 2008,
approving WECC’s proposals.

Il. NOTICES AND COMMUNICATIONS

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

Rick Sergel Owen E. MacBride*

President and Chief Executive Officer Debra Ann Palmer

David N. Cook* Schiff Hardin LLP

Vice President and General Counsel 1666 K Street, N.W., Suite 300
North American Electric Reliability Corporation ~ Washington, DC 20036-4390
116-390 Village Boulevard (202) 778-6400

Princeton, NJ 08540-5721 (202) 778-6460 — facsimile
(609) 452-8060 omacbride@schiffhardin.com
(609) 452-9550 — facsimile dpalmer@schiffhardin.com

david.cook@nerc.net

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

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

I11. EXPLANATION OF PROPOSED AMENDMENT TO
2008 WECC BUSINESS PLAN AND BUDGET AND
WECC’S REQUEST TO INCLUDE LOAN REPAYMENT
AND INTEREST COSTS IN ITS 2009 AND 2010 ASSESSMENTS

Under the Commission’s regulations at 18 C.F.R. 839.4, NERC, as the Electric

Reliability Organization (“ERQ”), is responsible for seeking Commission approval of the annual

-4-



business plans and annual budgets for statutory functions and the associated assessments to LSEs
for both NERC and the Regional Entities. The Commission’s regulations do not expressly
provide a procedure for amending an approved business plan and budget, except where (unlike
the proposed 2008 Amendment) the amendment results in an increased assessment for the budget
year. Specifically, 18 C.F.R. 839.4(d) provides that the ERO may request Commission
authorization to collect a special assessment “on a demonstration of unforeseen and
extraordinary circumstances requiring additional funds prior to the next Electric Reliability
Organization fiscal year.” However, in connection with its approval of NERC’s 2007 Business
Plan and Budget, the Commission stated that “[i]f NERC determines during 2007 that it has
incorrectly estimated its funding needs to accomplish its statutory activities, we will allow NERC
to revisit the 2007 budget in order to enable them to satisfy their obligations.” Although this
statement was made in the context of the approval of NERC’s initial proposed budget as the
ERO, this statement, along with 839.4(d), signify the Commission’s recognition that it may be
necessary and appropriate, following submission and approval of the ERO or a Regional Entity
budget for a given year, that a budget amendment be submitted and approved. In addition,
although the increased 2008 expenditures provided for in the 2008 Amendment will not require
an increase in the previously-approved WECC assessments for 2008, the need, in 2009 and 2010,
to pay interest on and to repay the principal of the loan that will be obtained to fund the
additional 2008 expenditures will necessitate incrementally higher WECC assessments in 2009
and 2010 than would otherwise be the case. This filing seeks the Commission’s approval to
include the U.S. portion of the loan repayment and interest payments in 2009 and 2010 in the

WECC assessments for those years.

> North American Electric Reliability Corp., 117 FERC { 61,091 (2006) at P 83.



As explained below, NERC has concluded, based on its review of the justification
submitted by WECC and described herein, that the proposed 2008 Amendment to WECC’s 2008
Business Plan and Budget (including the increase in expenditures in WECC’s Situational
Awareness/Reliability Coordination function, the addition of 31 FTE WECC employees in its
Reliability Coordination function in 2008, and the funding of the increased expenditures in 2008
through a line of credit), and the inclusion of loan repayment and interest costs to be incurred in
2009 and 2010 in WECC’s assessments to LSEs in those years, are reasonable and justified and
should be approved by the Commission.

WECC’s proposed 2008 Amendment will accelerate implementation of WECC’s RC
Initiative, at an increased cost of $5,852,414 over the approved WECC 2008 budget for statutory
functions.® The entire increase in budgeted 2008 expenditures will be in the Situational
Awareness/Reliability Coordination function.” As stated in WECC’s approved 2008 Business
Plan and Budget, the RC Initiative is designed to make reliability coordination more effective
and efficient and to increase the independence of the WECC Reliability Coordinators.?

WECC’s approved 2008 Business Plan and Budget stated that implementation during

2008-2009 of the RC Initiative, including the WSM, was one of the two main drivers of the

® The United States jurisdictional portion of the $5,852,414 budget increase (84.66%) is
$4,954,654.

" Although the entire increase in budgeted 2008 expenditures will be in the Situational
Awareness/Reliability Coordination function, the increase in direct costs for this function also
results in a reallocation of budgeted 2008 indirect costs. This reallocation is consistent with the
budgeting principle used in the 2008 NERC and Regional Entity budgets of allocation of indirect
costs to programs based on the numbers of direct FTEs in the respective programs. As a result,
as shown in Attachment B to Exhibit 1, in the 2008 Amendment an increased amount of
indirect costs is allocated to the Situational Awareness/Reliability Coordination function and the
amounts of indirect costs allocated to all other programs are reduced. Total 2008 WECC
budgeted indirect costs are not changed by the 2008 Amendment.

® See Amended WECC 2008 Business Plan and Budget (Attachment A to Exhibit 1) at 14.



Situational Awareness/Reliability Coordination budget component.” Implementation of the RC
Initiative will include consolidation of WECC’s three existing Reliability Centers, which have
been hosted by Balancing Authorities, into two new Reliability Centers to be operated by
WECC, and which (under the 2008 Amendment) will become operational by January 1, 2009.
Implementation of the RC Initiative pursuant to the 2008 Amendment will also result in
completion of the WSM in 2008.°° The WSM is designed to create a common view of the
Western Interconnection for all Reliability Coordinators. The WSM is intended to promote
increased synergies between the separate WECC Reliability Centers through centralized
operations and use of a common set of tools and training for each Reliability Center. The WSM
will enable each Reliability Center to monitor the entire Western Interconnection in the event of
a contingency, thereby increasing reliability through redundancy.

At the time of preparation of WECC’s 2008 Business Plan and Budget in July 2007
(which timing was necessary to support NERC’s filing of the ERO and Regional Entity business
plans and budgets on August 24, 2007 as required by 18 C.F.R. 839.4(b)), WECC had not yet
finalized the hosting and staffing arrangements for the new Reliability Centers or determined
whether the WSM would be hosted at the Reliability Centers."* Subsequently, however, WECC
has continued to evaluate the timing for consolidating the Reliability Centers and the hosting
arrangements for the Reliability Centers and the WSM. This ongoing evaluation was conducted

by WECC Staff and a Reliability Coordination Strategic Task Force. In addition, the WECC

%1d. at 13.

191d. at 14. The three Balancing Authorities currently hosting WECC’s Reliability Centers are
the California Independent System Operator, the Western Area Power Administration and the
Bonneville Power Administration.

1d. at 14-15.



Board of Directors formed an advisory Reliability Coordination Committee, consisting of
members of the Board and others having experience in systems operations, to advise the WECC
Chief Executive Officer on matters relating to budgets and other major decisions concerning the
Reliability Centers.*

Specifically, the following three options were studied: (1) continuing with the plan
embodied in the currently-approved 2008 WECC Business Plan and Budget (resulting in full
implementation of the RC Initiative in 2010 and continued hosting of the Reliability Centers by
Balancing Authorities); (2) accelerated implementation of the RC Initiative with WECC hosting
of the Reliability Centers and (3) accelerated implementation of the RC Initiative with third-
party hosting of the Reliability Centers. The conclusion of the evaluation was that on reliability
grounds and independence grounds as well as long-term cost grounds, the superior option is
accelerated implementation of the RC Initiative with WECC hosting of the Reliability Centers.
The results of the evaluation were posted for a 30-day comment period beginning September 18,
2007, and were thereafter approved by the WECC Operating Committee in October 2007. On
December 6, 2007, the WECC Board of Directors approved the following actions:

1. Both of the new Reliability Centers are scheduled to be operational by January 1,

2009, thereby accelerating the scheduled operational date for the second center from

the fourth quarter of 2009.

2. The two Reliability Centers will be located in VVancouver, Washington and Loveland,
Colorado.

3. The Reliability Centers will be hosted and operated by WECC.

4. The WSM will also be hosted at each of the Reliability Centers.

2 Formation of the Reliability Coordination Committee was supported by the Western
Interconnection Regional Advisory Body.



5. In order to fund the accelerated implementation of the new Reliability Centers,
WECC’s 2008 budget (Direct Funding) for the Situational Awareness/Reliability
Coordination function will be increased from $12,155,428 to $18,007,842."

The 2008 Amendment will accelerate achievement of the goals of the RC Initiative to
improve the effectiveness, efficiency and independence of the Reliability Coordination function.
By accelerating the implementation schedule for the Reliability Centers so that both of them are
operational by January 1, 2009, the 2008 Amendment will accelerate realization of reliability
improvements resulting from consolidation of the Reliability Centers and from the common
hosting of the WSM. Reliability will also be enhanced by the simultaneous commencement of
operation of the new Reliability Centers and the WSM, thereby avoiding the need to rely on and
use both the old and new Reliability Centers and the WSM and its predecessor system during a
transition period.

Further, because WECC, rather than Balancing Authorities in the region or other third
parties, will host the new Reliability Centers, the 2008 Amendment will accelerate realization of
the benefits of increased independence of WECC’s Reliability Coordinators which will result
from increased separation between the reliability coordination function and Balancing
Authorities. The Commission has previously noted, in concluding that WECC’s Reliability
Coordination function is a statutory function which should be funded through the ERO
assessment mechanism under the Federal Power Act, that

WECC’s model to act as both a Regional Entity and as a reliability coordinator is
strengthened by the independence of its reliability coordinators from the users,

3 Including 2008 Indirect Funding of $3,300,030 for Situational Awareness/Reliability
Coordination, which represents an increase of $1,782,026 (with a corresponding decrease to
indirect costs for all other programs) due to the reallocation of indirect costs described above, the
total 2008 budget for this function is increased from $13,673,432 to $21,307,871.



owners and operators of the bulk-power system . . . and that independence will, in
turn, be further enhanced under the Reliability Center Strategic Initiative.*

In addition to resulting in strengthened accountability compared to hosting by Balancing
Authorities or other third parties, the WECC hosting option will also provide greater ability to
achieve the accelerated schedule, and greater ability to achieve lower costs due to synergies
created by the common hosting of the Reliability Centers and the WSM.

As shown in Section B — 2008 Budget of the clean and blacklined versions of the
Amended WECC 2008 Business Plan and Budget in Attachment A and Attachment B to
Exhibit 1, respectively, and in the one-page comparison of the current and amended 2008
WECC Budgets in Attachment C to Exhibit 1, the 2008 budget increase of $5,852,414 under
the 2008 Amendment consists of the following components™:

Increased salary and related personnel expense for additional Energy
Management System (“EMS”) personnel at the new Reliability Centers —

the 2008 Amendment provides for an increase of 31 FTE in the
Situational Awareness/Reliability Coordination function by year-end 2008

to staff the two new Reliability Centers $5,176,558

Additional Consultant expense $ 13,219

Reduced Contract expense due to reduced payments to third parties ($1,467,410)

Increased Office Rent due to acceleration of occupancy date for new

Reliability Centers to be operated by WECC $ 255,600

Increased Office Costs due to WECC hosting $ 147,420

Increased Professional Services costs due to accelerated implementation $ 3,600

Increased expense for Computer Purchase & Maintenance for accelerated

implementation of WMS and Reliability Center host facility $1,723,428
Total 2008 Budget Increase $5,852,414

4 North American Electric Reliability Corp., Order on Rehearing, 119 FERC 161,059 (2007), at
P 24.

> The revised expense items include a 20% contingency for all hardware and software

components, consistent with the budgeting approach in WECC’s 2008 Business Plan and
Budget.

-10-



While portions of these increased expenditures represent incremental costs to WECC resulting
from the decision that WECC, rather than a third party, will host the new Reliability Centers,
other portions of the increased 2008 expenditures represent the acceleration into 2008 of one-
time costs that would otherwise have been incurred in 2009. Additionally, the currently
approved 2008 WECC Budget provides for 50 FTE personnel in the Situational
Awareness/Reliability Coordination function, of which 18 FTEs were to be WECC employees
and 32 FTEs were to be contract personnel. The 2008 Amendment reflects an increase of 31
WECC FTE employees in the Reliability Coordination function, to a total of 49 WECC FTE
employees in this function, by converting the contract personnel to WECC employees.

During 2008, WECC will not fund the increased expenditures under the 2008
Amendment through an increase in the previously-approved 2008 assessments to LSEs in the
WECC region, but rather through borrowing the necessary additional funds. WECC is
negotiating arrangements with a commercial lending institution for a $6,000,000 line of credit
that WECC will be able to draw upon at times and in amounts needed during 2008 to fund the
increased expenditures under the 2008 Amendment. The proposed terms provide that (i) interest
on the outstanding balance is payable monthly at a floating rate of interest tied to the prime
lending rate™®, (ii) the outstanding balance must not exceed $3 million after March 1, 2009 (i.e.,
the loan balance must be paid down to no more than $3 million by that date), (iii) any remaining
balance must be repaid by March 1, 2010, and (iv) WECC must maintain a minimum cash
balance with the lender, in which the lender will have a security interest, beginning at $6 million

and declining over time; WECC will earn interest income on the cash balance. The proposed

18 For purposes of its cost analysis, WECC has assumed an interest rate on outstanding balances
under the credit facility of 6.75%. See Attachment D to Exhibit 1.

-11-



line of credit arrangement does not require payment of any commitment fee or other upfront fees
by WECC.

As shown on Attachment D to Exhibit 1, WECC anticipates expenditures for two
principal repayments of $2,926,207 on February 1, 2009 and February 1, 2010, respectively, and
interest expense on the credit facility of $329,857 in 2009 and $132,338 in 2010."" The
projected total loan repayment and interest cost will be $3,256,064 in 2009 and $3,058,545 in
2010, of which the U.S. jurisdictional portion (84.66%) would be $2,756,584 in 2009 and
$2,589,364 in 2010.

WECC will also incur interest expense on the line of credit during 2008; the amount of
2008 interest expense will be a function of the timing of the draw-down of the line of credit
during 2008 to fund the accelerated implementation of the RC Initiative including start-up of the
new Reliability Centers and the WMS. WECC has projected interest expense of $130,363 on the
credit facility for 2008 based on the assumption that the entire $6 million available will be drawn
on September 1, 2008.*® WECC plans to pay for the 2008 interest expense through operational
efficiencies in its Situational Awareness/Reliability Coordination function or, if necessary, from
its reserves. For this reason, WECC has not provided explicitly for incremental interest expense

in the 2008 Amendment.*®

7 WECC could repay the entire loan balance in 2009, thereby eliminating interest expense in
2010. However, this approach would result in a large one-time incremental assessment to LSES
in 2009. As can be seen on Attachment D to Exhibit 1, spreading repayment of the loan over
two years, as permitted under the proposed credit facility agreement, will reduce the annual
impact of the incremental assessment relating to servicing and repayment of the loan by
spreading it over two years (at a cost of additional interest expense).

'8 However, WECC anticipates that to better match cash flow requirements, it will actually draw
$5,852,414 from the credit facility in four installments during 2008, beginning September 1.

9 Additionally, the 2008 Amendment does not require an increase in the aggregate amount on
deposit in WECC accounts, and therefore there is no change in budgeted interest income.

-12-



Accelerated implementation of the RC Initiative through the 2008 Amendment is
projected to result in higher assessments to LSEs (including those in Canada and Mexico) than
previously projected of $659,424 in 2009 and $1,291,905 in 2010. (See Attachment D to
Exhibit 1.) These incrementally higher assessments for 2009 and 2010 reflect the loan principal
repayment and interest expense, net of lower costs in 2009-2010 than previously projected due to
the accelerated startup of the new Reliability Centers (i.e., the remaining period in which WECC
must fund the three existing Reliability Centers is shortened) and reduced costs due to hosting of
the Reliability Centers and WMS by WECC rather than by third parties. However, as a result of
the 2008 Amendment, WECC’s assessments are projected to be lower than previously projected
in 2011 and 2012 by $1,906,640 and $2,056,640, respectively. (See Attachment D) The
projected lower assessments in 2011 and 2012 reflect lower expenses in those years due to
WECC hosting the Reliability Centers and the WMS as compared to hosting by third parties, as
shown by the cost comparison of the alternatives considered (Attachment D). Overall, over the
five-year period 2008-2012, the 2008 Amendment is projected to result in reduced assessments
to LSEs in the WECC region (including Canada and Mexico) of $2,011,952 in the aggregate as
compared to the plan embodied in the currently-approved 2008 WECC Business Plan and
Budget.

Further, implementation of the 2008 Amendment including the switch to hosting of the
Reliability Centers by WECC rather than by Balancing Authorities or other third parties will
result in the most cost-effective implementation of the RC Initiative. As can be seen from
Attachment D to Exhibit 1, the 2008 Amendment is projected to result in cost savings
(excluding interest expense on the loan) of approximately $2.5 million and $11.3 million over

the five-year period 2008-2012 as compared to the two alternatives considered involving third-

-13-



party operated Reliability Centers. The projected interest expense of approximately $462,000 in
2009-2010 does not alter the cost advantage for the accelerated implementation of the RC
Initiative and WECC hosting of the Reliability Centers and WMS.

As noted earlier, on February 12, 2008, the NERC Board of Trustees approved the 2008
Amendment and the proposed inclusion of the loan repayment and interest costs in 2008 and
2009 in WECC’s assessments to LSEs in those years, and authorized NERC staff to make an
appropriate filing with the Commission for approval of the WECC proposals. (See Exhibit 2.)
The NERC Board considered the information summarized above as provided by WECC in
arriving at the Board’s decision to approve the WECC proposals. NERC submits that these
considerations warrant approval of the WECC proposals by the Commission, including in
particular: (1) the enhancement of reliability in the Western Interconnection that will result from
accelerated operation of the two new Reliability Centers and accelerated implementation of the
WMS, by January 1, 2009, (2) increased independence of the WECC Reliability Coordinators
through hosting of the WECC Reliability Centers by WECC rather than by Balancing
Authorities, and (3) as shown in Attachment D to Exhibit 1, the long-run cost effectiveness and
lower total costs projected to result from implementation of the 2008 Amendment.

V. CONCLUSION

The North American Electric Reliability Corporation respectfully requests that the
Commission, after providing notice and opportunity for public comment, approve (1) the
proposed 2008 Amendment to the 2008 Business Plan and Budget of the Western Electricity
Coordinating Council, including expenditure of the $4,954,654 U.S. portion of the $5,852,414
budget increase provided for in the 2008 Amendment (which includes the addition of 31 FTE

employees in the Reliability Coordination function during 2008), to be funded by a line of credit

-14-



as described herein with no increase in the 2008 WECC assessments to LSEs; and (2) the

inclusion by WECC in its 2009 and 2010 assessments to LSEs of the U.S. portion of the loan

repayment and interest payments, currently estimated to be $2,756,584 in 2009 and $2,589,364

in 2010.

/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
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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
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Attorney for North American Electric
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Agendaltem 14b
Board of Trustees Meeting

SHEEHEY FURLONG & BEHM February 12, 2008

PROFESSIONAL CORPORATION

ATTORNEYS AT LAW

R. JEFFREY BEHM GATEWAY SQUARE
DEBRA L. BOUFFARD 30 MAIN STREET

IAN P. CARLETON POST OFFICE BOX 66
MICHAEL G. FURLONG BURLINGTON, VERMONT 05402
BENJAMIN MARKS TELEPHONE (802) 864-9891
DIANE M. McCARTHY FACSIMILE (802) 864-68I5

ERIC S. MILLER www.shesheyvt.com

GREGORY S. NAGURNEY
PETER H. ZAMORE

PAUL D. SHEEHEY (i919-2004)

January 10, 2008

David N. Cook
Vice President and General Counsel
North American Electric

Reliability Corporation
116-390 Village Boulevard
Princeton, NJ 08540-5721

Re:  Docket No. RR07-16
Amendment of WECC 2008 Business Plan and Budget

Dear David:

The Western Electricity Coordinating Council (“WECC”) requests that the North
American Electric Reliability Corporation (“NERC”) approve, and submit to the Federal Energy
Regulatory Commission (“Commission”) for approval, an amendment to the Commission-
approved 2008 WECC Business Plan and Budget.! As described more fully below, the
amendment (“Amended Budget”) would accelerate implementation of WECC’s Reliability
Center Strategic Initiative (“RC Initiative”), resulting in an approximate $6 million increase in
the approved budget. Because the budget increase is to be funded through borrowing, the
Amended Budget does not require an increase in the 2008 assessment of registered entities. The
complete 2008 Business Plan and Budget, as proposed to be amended, and a redlined version
comparing it with the approved 2008 Business Plan and Budget, as submitted in NERC’s
December 14, 2007 Compliance Filing (“Approved Budget™), are contained in Attachments A
and B. Attachment C includes a comparison of the 2008 costs under the Approved and Amended
Budgets.

In the Approved Budget, WECC indicated that implementation during 2008-2009 of the
RC Initiative, including the Westwide System Model (“WSM”), was one of the two main drivers
of the Situational Awareness/Reliability Coordination budget component. Approved Budget at
13. The WSM is a system designed to create a common view of the Western Interconnection for

! North American Electric Reliability Corp., 121 FERC § 61,057 (2007) (2008 Budget Approval Order”) at
Appendix A.
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all reliability coordinators. It is intended to promote increased synergies between the separate
Reliability Centers, through the centralized operations, use of a common set of tools and training
for each center, and will create the ability of each center to monitor the entire Western
Interconnection in the event of a contingency, thereby increasing reliability through redundancy.
The RC Initiative is designed to make reliability coordination more effective and efficient, and to
increase the independence of the Reliability Coordinators. Approved Budget at 14. WECC
explained that implementation would include consolidation of the three existing Reliability
Centers, which have been hosted by balancing authorities,” into two new centers (to be
operational on a phased-in basis in the first and fourth quarter of 2009), and completion of the
WSM in 2008. Approved Budget at 14. WECC further explained that it had not yet finalized the
hosting and staffing arrangements for the new Reliability Centers or whether the WSM would be
hosted at the Reliability Centers. Approved Budget at 14-15.

Since the Approved Budget was developed, WECC has continued to evaluate the timing
for consolidating the Reliability Centers and the hosting arrangements for the centers and the
WSM. This evaluation was undertaken by WECC staff and a Reliability Coordination Strategic
Task Force, the results were posted for 30-day comment on September 18, 2007, and were
approved by WECC’s Operating Committee in October, 2007. Three options were considered:
(1) continue with the Approved Budget (resulting in full implementation of the RC Initiative in
2010 and hosting by the existing Balancing Authorities), (2) accelerate implementation with
WECC hosting of the Reliability Centers, and (3) accelerate implementation with third party
vendor hosting of the Reliability Centers. The first alternative was rejected due to WECC’s
intention to increase separation between the Reliability Coordination function and Balancing
Authorities.®> The second and third alternatives result in accelerated reliability improvements
resulting from consolidating the Reliability Centers. Reliability is also enhanced by
simultaneous initial operation of both centers and the WSM, thereby limiting the need to rely on
the old and new centers, and on the old system and the WSM, during a transition period. The
two accelerated options result in higher near-term costs due to accelerated implementation, but
they reduce the remaining period in which WECC must fund the three existing Reliability
Centers. The WECC hosting alternative was chosen because it results in strengthened
accountability, greater ability to achieve accelerated schedule and lower overall costs than third
party hosting, due to synergies created by common hosting of the WSM. The projected costs
associated with the three alternatives for the period 2008-2012 are identified in Attachment D.

WECC’s Board of Directors approved the second option on December 6, 2007.* 1t
includes the following components:

2 The three balancing authorities are the California Independent System Operator, the Western Area Power

Administration, and the Bonneville Administration.

3 In addition, certain Balancing Authorities expressed an unwillingness to continue hosting.

4 The Board of Directors also voted to establish a Reliability Coordination Committee (“RCC”), consisting
of members of the Board of Directors and others having expertise in systems operations, to advise the Chief
Executive Officer on matters relating to Reliability Center budgets and major decisions. Because the RCC is an
advisory committee, an amendment to WECC’s Bylaws was not required. On December 4, 2007, the Western
Interconnection Regional Advisory Body (“WIRAB”) submitted an advice to the WECC Board of Directors,
recommending approval of the RCC.
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1. Both of the new Reliability Centers are scheduled to be operational by
January 1, 2009 (thereby accelerating the schedule for the second center);

2. The centers will be located in Vancouver, Washington and Loveland,
Colorado;

3. The centers will be hosted and operated by WECC;
4. The WSM will also be hosted at each of the centers; and
5. The 2008 budget for Situational Awareness and Reliability Coordination’

will be increased from $12,155,428 to $18,007,842, in order to fund the
accelerated implementation of the new Reliability Centers.®

As indicated above, the Amended Budget is contained in Attachment A. Consistent with the
Approved Budget, the Amended Budget is based on a project cost and includes a 20%
contingency for all hardware, software components. Due to the accelerated schedule and hosting
of the Reliability Centers, the 2008 FTE for Situational Awareness and Reliability Coordination
has increased from the Approved Budget level of 18 FTE to 49 FTE. As explained in more
detail in the Amended Budget, the increased FTE’s consist of two RC Center teams that include
a manager, an administrative assistant, a lead coordinator, reliability coordinators, a reliability
coordinator trainer and an EMS support staff.

WECC plans to fund the budget increase by obtaining a line of credit, which WECC will
draw upon at times and in amounts needed for the Amended Budget, rather than through
increased assessments. WECC is currently evaluating a proposed commitment for a $6 million
line of credit, which requires monthly interest payments at a rate tied to the prime lending rate,
limits the outstanding balance to $3 million after March 1, 2009, requires repayment in full by
March 1, 2010, and requires that WECC must maintain minimum cash balance (with WECC
entitled to all interest), beginning at $6 million and declining over time, in which the lender will
have a security interest. WECC plans to fund any 2008 interest payments out of operational
efficiencies in Situational Awareness/Reliability Coordination operations or, if necessary, its
reserves. The proposal does not include a commitment or other upfront fee, and use of a line of
credit is contingent upon Commission approval of the Amended Budget.

The Amended Budget will accelerate the RC Initiative goals to improve the effectiveness,
efficiency and independence of the reliability coordination function. As noted above, reliability
effectiveness is improved through accelerated operation of both Reliability Centers, from the
common hosting of the WSM. Reliability is enhanced by the full operational ability of both
centers and the WSM Systems as soon as practical, moving away from the separate views of the
old centers and into full interconnection views and tools.

5 The amount is listed in the Approved Budget under the category “Situational Awareness and Infrastructure

Security. 2008 Budget Approval Order at Appendix A.

6 As indicated in the Amended Budget, there is an increase in the allocation of indirect costs to Situational
Awareness and Reliability Coordination, which is offset by a corresponding decrease in allocation of indirect costs
to other categories. As a result, there is no change in the overall amount of indirect costs.
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The Amended Budget will also accelerate the benefits of increased independence of
WECC’s reliability coordinators, resulting from the increased separation between the reliability
coordination function and balancing authorities, because WECC, rather than balancing
authorities, will host the centers. As the Commission stated in approving statutory funding for
WECC’s reliability coordinators, “WECC’s model to act as both a Regional Entity and as a
reliability coordinator is strengthened by the independence of its reliability coordinators from the
users, owners and operators of the bulk-power system ... and that independence will, in turn, be
further enhanced under the Reliability Center Strategic Initiative.” North American Electric
Reliability Corp., 119 FERC 4 61,059 (2007) (“Order on Rehearing™) at q 24.

Finally, the implementation strategy associated with the Amended Budget is also cost-
effective, as indicated by the 2008-2012 cost comparison of the three options contained in
Attachment D. The acceleration of the Reliability Center consolidation reduces the remaining
period in which WECC must fund the three existing Reliability Centers. The Amended Budget
alternative is also more cost-effective than third party hosting, due to synergies resulting from
hosting and operation of the Reliability Centers and WSM.

Pursuant to 18 C.F.R. § 39.4, NERC is responsible for seeking Commission approval of
the annual budget, the associated assessments and the business plan for itself and the regional
entities. The Commission’s regulations do not expressly set out a procedure for amending an
approved business plan and budget, except where, unlike here, it results in an increased
assessment. 18 C.F.R. § 39.4(d) (NERC may seek Commission approval of a special assessment
based on unforeseen and extraordinary circumstances). In connection with its approval of the
2007 budget, however, the Commission stated that “[i]f NERC determines during 2007 that it
has incorrectly estimated its funding needs to accomplish its statutory activities, we will allow
NERC to revisit the 2007 budget in order to enable them to satisfy their obligations.”  North
American Electric Reliability Corp., 117 FERC § 61,091 (2006) (“2007 Budget Approval
Order”) at § 83.”

Section 39.4(d) was added in response to a request by NERC “that the proposed
regulations should be modified to provide for emergency funding to deal with extraordinary
circumstances.” Order No. 672 at § 196. The unforeseen and extraordinary circumstances
standard contained in the regulation recognizes the potential impact on registered entities
resulting from an immediate, supplemental assessment. The Amended Budget, on the other
hand, does not require a special assessment for 2008; instead, the impact will be addressed in the
2009 and 2010 budgets, which will be subject to the reviews and approvals required for each
annual business plan and budget. The Commission further made clear that the “budget filings
should not be filed as rate schedules; section 215 does not fall under the filed rate doctrine.”
2007 Budget Approval Order at § 159. For these reasons, review of the Amended Budget should

7 In its discussion, the Commission cited a reference in its Order No. 672 to 18 C.F.R. § 39.4(d).
Rules Concerning Certification of the Electric Reliability Organization, Order No. 672, FERC Stats. & Regs.
31,204 (2006) (“Order 6727) at § 199.
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be based on the standard applicable to approval of annual business plans and budgets® (including
adequate justification for the failure to include the request in the original annual budget filing),
rather than the unforeseen and extraordinary circumstances standard.

WECC submits that the Amended Budget meets the standard applicable to annual
business plans and budgets, as well as the standard applicable to increased assessments. As
described above, the Amended Budget will accelerate the implementation of the RC Initiative,
will increase the effectiveness, independence and efficiency of the reliability coordination
function, and therefore is consistent with and supports WECC’s statutory functions.
Implementation of these benefits through an amendment is appropriate because WECC was
unable to complete its review and approval processes in time for inclusion in the Amended
Budget. Postponing action until the 2009 business plan and budget, on the other hand, would
preclude accelerated operation of the second Reliability Center, thereby eliminating the benefits
of simultaneous implementation, due to the lead time necessary to plan, construct and staff a
Reliability Center.

For all of the above reasons, WECC requests that NERC approve the Amended Budget
and file it with the Commission for approval. In particular, WECC seeks approval (1) to spend in
2008 an additional $4,954,654 (the U.S. portion (84.66%) of the $5,852,414 budget increase) to
be funded by a line of credit, with no increase in the 2008 assessment, (2) to add 31 FTE’s in
2008 associated with Reliability Coordination, and (3) to include in the 2009 and 2010
assessments, the U.S. portion of the line of credit principal and interest payments, currently
estimated to be $2,756,584 (2009) and $2,589,364 (2010), all as more fully described in the
Amended Budget and Attachments C and D.

Very Truly Yours,

WESTERN ELECTRICITY
COORDINATING COUNCIL

By lts A eys
SHEE FURLONG & BEHM P.C.

Peter H. Zam

H:\wpdocs\WWECC Budgetsi2008 Budget Amendment\2008 Budget Amendment Filing\Latest DraftNERC corresp re 2008 budget amendment 12.doc

8 In general terms, the Commission has suggested that the approval standard requires, among other things,

that “the proposed activities reasonably fall within the types of activities the Commission considers to be covered by
FPA section 215,” and that the “business plans are generally consistent with (and reflect) the statutory functions
previously accepted by the Commission and made part of the pro_forma Delegation Agreement.” 2007 Budget
Approval Order at § 28; North American Electric Reliability Corp., 119 FERC {61,060 (2007) (“Delegation
Agreement Order™) at § 596.
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Executive Summary

2008 Business Plan and Budget

2008 will be the Western Electricity Coordinating Council’s (WECC) first full calendar
year as a United States Federal Energy Regulatory Commission (FERC)-certified Regional
Entity. This document is a review of WECC’s objectives, plans and fiscal requirements for
meeting its responsibilities under its Delegation Agreement and ensuring reliability of the
Western Interconnection in 2008.

Business Plan

Section A of this document provides details of WECC programs and objectives. For FERC
and North American Electric Reliability Corporation (NERC) budgeting purposes, these
programs can be divided into two general categories — those that are WECC’s reliability
responsibility under Section 215 of the Federal Power Act (statutory) and those that fall
outside the Act (non-statutory).

In this Business Plan, WECC demonstrates that its programs—including Compliance
Monitoring and Enforcement, Reliability Coordination, Standards Development, Readiness
Evaluations, Studies and Assessments, Training, and Standing Committee activities—are
needed to maintain reliability as intended under Section 215 of the Federal Power Act.

The Western Renewable Energy Generation Information System (WREGIS) is a non-
statutory activity that is self-funded.

2008 Budget

Section B contains the 2008 budget for WECC and supporting appendices. The budget for
2008 compared with 2007 is:

2007 Budget 2007 Projection 2008 Budget
Non- Non- Non-
Statutory Statutory Statutory
Statutory Statutory Statutory

Total

. $17,820,668 | $645,985 $19,323,903 | $511,540 | 33,792,816 | $480,710
Funding
Total FTEs * | 43.5 4 54 4 112 3

* Full Time Equivalents

2008 Amended Business Plan and Budget Y
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2008 NERC Assessment

The NERC Assessment for 2008 is expected to be $5,329,407. This number represents

monies collected by WECC for NERC, and is for informational purposes only. It is not a
budget item.

2007 Budget 2008 Budget
NERC Assessment $3,856,338 $5,329,407

2008 Amended Business Plan and Budget
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Introduction

Nature, Location and Scope

WECC is a Utah Nonprofit Corporation whose mission is to 1) maintain a reliable electric
power system in the Western Interconnection that supports efficient competitive power
markets (“Reliability Mission”) and 2) assure open and non-discriminatory transmission
access among members while providing a forum for resolving transmission access disputes
between members (“Transmission Access Mission”). WECC’s website is www.wecc.biz.

WECC’s geographic area is the Western
Interconnection — an area in which the
use and generation of electricity is

synchronized. This area includes all or %\M

part of 14 U.S. states, 2 Canadian
provinces and a portion of Baja
California Norte, Mexico.

WECC has 182 members divided into the
following 5 membership classes: *

e Large Transmission Owners
e Small Transmission Owners

e Transmission Dependent Energy
Service Providers

e End Users
e Representatives of State and Provincial Governments

Each class is represented on the WECC Board and on each of WECC’s three member
Standing Committees. Membership in WECC is open to any person or entity that has an
interest in the reliable operation of the Western Interconnection bulk power system.

WECC is approved by FERC as a Regional Entity, with authority to create and enforce
standards for the reliability of the Western Interconnection.

Governance and Structure

WECC is governed by an independent and balanced stakeholder board ? consisting of 32
directors. Each of the five member classes listed above elects four directors. The Canadian

! For purposes of voting for Board representation, all Canadian members of WECC form a sixth class. This is
a separate class and is not a member class. See Section 6.2.1 of the WECC Bylaws.
2 As provided in Section 215 of the Federal Power Act (e)(4)(A)(iii).
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delegation elects four directors. One director is elected by the Mexican delegation.® Seven
directors with no member affiliation are elected by the WECC membership.

Six Board committees recommend policy on various reliability issues, or handle
governance or administrative matters. These committees are described in the Board and
Committee Activities section on page 22.

Public input comes to the Board from the member organizations, from other interested
parties, and through recommendations of the WECC Standing Committees.

Under the direction of the Board, the three Standing Committees of members — the
Planning Coordination Committee (PCC), the Operating Committee (OC) and the Market
Interface Committee (MIC) — provide technical work and policy recommendations to the
WECC Board (see Table 3: 2008 WECC Organization Chart). All member organizations
are eligible for representation on the three Standing Committees.

Compliance and enforcement activities are carried out by the WECC Compliance Staff,
independent of all users, owners and operators of the bulk power system. Compliance
activities are governed by the Delegation Agreement and FERC orders.

History and Milestones

In August 1967, a group of large Western electric utilities created the Western Systems
Coordinating Council (WSCC) to ensure the reliable operation of the several
interconnected electric systems in the West. WSCC became a member of the North
American Electric Reliability Council, which promoted the reliability of the bulk power
system across North America.

WSCC was operated by and for the West’s public and private vertically-integrated electric
utility industry. With the introduction of electricity restructuring in the 1990s, a change
was made to reflect a broader stakeholder base. In 2002, the WSCC merged with the
Southwest Regional Transmission Association and the Western Regional Transmission
Association to create WECC.

The Energy Policy Act of 2005 (EPAct) established mandatory reliability standards and
compliance in the United States. FERC delegated authority to enforce compliance with
approved Reliability Standards to NERC as the North American Electric Reliability
Organization (ERO) and to Regional Entities — including WECC.

Recent/Future Milestones

e April 2006 — The WECC Board created the Transmission Expansion Planning
Policy Committee (TEPPC) to develop and manage a planning database and
coordinate transmission planning in the Western Interconnection.

® The Mexican delegation currently consists of one member.
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e May 2006 — WECC provided its first study of congestion to the U.S. Department of
Energy (DOE) under Section 1221 of the EPAct.

e July 2006 — FERC certified NERC as the ERO.

e July 2006 — The WECC Board adopted principles that launched a process of
significant improvements to WECC’s Reliability Centers (the Reliability Center
Strategic Initiative).

e July 2006 — The WECC Board created the Western Renewable Energy Generation
Information System (WREGIS) as a department of WECC.

e October 2006 — WECC adopted a sixth amendment to the Reliability Management
System (RMS) that allows the RMS to sunset with the implementation of mandatory
standards.

e November 2006 — WECC engaged a vendor to create the West-wide System Model
(WSM).

e November 2006 — WECC concluded negotiations with NERC for a Delegation
Agreement that was filed with FERC.

e November 2006 — WECC revised its process for developing and approving WECC
Standards (standards process) that was subsequently included in the Delegation
Agreement.

e January 2007 — WECC activated the Western Interchange Tool (WIT).

e February 2007 — WECC held a series of workshops to roll out its Compliance
Monitoring and Enforcement Program (CMEP) for mandatory standards and
registration of entities subject to the standards.

e March 2007 — FERC approved a set of Reliability Standards to be mandatory and
enforceable in the United States in June 2007.

e March 2007 — The NERC Board of Trustees approved eight WECC Regional
Standards and NERC filed them with FERC for approval.

e March 2007 — WECC reorganized its Compliance Department to make it
independent from other WECC functions.

e April 2007 — WECC held a workshop to begin drafting a “strawman” Transmission
Planning Proposal as required by FERC Order 890.

e April 2007 — WECC’s Delegation Agreement was accepted by FERC.
e May 2007 — WECC will conduct its first Compliance Audit as a Regional Entity.

e December 2007 ------ WECC Board of Directors approved the RC Strategic Initiative
Motions for WECC hosting of the Westwide System Model and the new RC Control
Centers.
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WECC Services

WECC ensures the reliability of the Western Interconnection through a variety of activities
including:

Standards Development — Providing a forum and support for the development of
both NERC and WECC Reliability Standards.

Readiness Evaluations — Participating in the NERC Readiness Evaluation program
to help ensure that users, owners and operators of the bulk power system are prepared
to operate the system reliably.

Reliability Coordination — Operating three Reliability Coordination Centers that
provide situational awareness and real-time supervision of the entire Western
Interconnection.

Transmission Expansion Planning — Overseeing management of a comprehensive
planning database, providing policy and management of the planning process, and
guiding the analyses and modeling for Western Interconnection transmission
expansion planning to ensure reliability.

Studies — Modeling the system and performing studies of the Western
Interconnection under a variety of scenarios to set reliable operating policies and
limits.

Market-Operations Interface — Ensuring that effective competitive power markets
do not negatively impact Western Interconnection reliability activities.

Loads and Resources Assessments — Performing an annual assessment of 10-year
loads and resources in the Western Interconnection, creating a 10-year coordinated
plan of system growth and providing information to NERC for their summer and
winter assessments of the reliability and adequacy of the bulk-power system.*

Training of Operations Personnel — Continuing, as it has for over 20 years, a
series of training sessions for operators, schedulers and dispatchers.

WREGIS — Hosting WREGIS, which creates and tracks renewable energy
certificates.

International Considerations

WECC is a Cross-Border Regional Entity with members in three countries, including the
Canadian provinces of Alberta and British Columbia and a portion of the Mexican state of
Baja California Norte. The authority of FERC under U.S. law, and the powers delegated to
WECC by NERC and approved by FERC, do not extend to Canada or Mexico. WECC will
continue to work with Alberta, British Columbia and Mexico to establish relationships
with these jurisdictions with respect to standards setting and compliance mechanisms.

* As required by the Federal Power Act Section 215 (g).
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Actions in Canada

The Canadian provinces account for approximately 15 percent of the Western
Interconnection’s load. Canadian entities play a vital role in the function of WECC and in
the reliability of the system. Alberta and British Columbia are separate jurisdictions with
different regulatory structures.

WECC is working with the Alberta Electric System Operator (AESO) and the government
of Alberta, as well as the government of British Columbia and the British Columbia
Transmission Corporation (BCTC), to provide assistance as they consider whether and
how to develop and enforce reliability standards.

WECC'’s contract-based enforcement tool, the RMS, has been signed by entities in Alberta
and British Columbia and continues in force. WECC does not have authority under U.S.
law to impose penalties in Canada. WECC has performed compliance audits of the AESO
and BCTC.

Actions in Mexico

The Mexican national utility, Comisidn Federal de Electricidad (CFE), has a seat on the
WECC Board. As the regulatory systems common in the United States and Canada are not
present in Mexico (CFE is a department of the Mexican federal government), WECC’s
standards and compliance efforts in Mexico rely on the RMS, to which CFE is a signatory.

Funding Sources

As a Regional Entity, the greatest portion of WECC’s funding comes from payments
assessed in the United States under the authority of Section 215 of the Federal Power Act.
These funds are collected pursuant to a FERC funding order and are billed to all Load
Serving Entities (LSEs) and/or Balancing Authorities (BAs) in the Western
Interconnection on a net-energy-for-load (NEL) basis.

Additional funding comes from voluntary dues paid by WECC members. These dues
include NEL shares of the costs for WECC and NERC activities in Canada and Mexico.

A third funding source is billing for certain services such as WREGIS and training classes.
These programs are self-supporting and have no effect on the WECC budget.

2008 Budget

For 2008, WECC has a budget of $34,273,526. This is an increase of $15,806,873 dollars
from the 2007 budget of $18,466,653 The WECC Finance and Audit Committee (FAC),
which is composed of WECC Board members, has developed the 2008 budget. The WECC
Board approved this budget in April 2007, approved revisions in July 2007, and approved
an amended budget on December 6, 2007. WECC recommends approval by the NERC
Board, and by FERC. The following pages detail this budget and the activities the budget
supports.
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About This Plan

WECC is a member-driven organization. VVolunteers provided by WECC member
companies or members accomplish a large percentage of WECC’s work. With the
exception of its compliance activities, this work is organized and performed by WECC’s
Standing Committees, their subgroups and by the Board.

In an effort to standardize WECC’s Business Plan with those of NERC and the other
Regional Entities, this document is organized by function rather than by responsible
position or group.

A table at the beginning of each function indicates direct costs, indirect costs (overhead;
for example, benefits, taxes and rent), and total costs and FTEs assigned to that function.

This Business Plan and Budget includes all WECC activities, including those associated
with operations in Canada and Mexico. In its funding request to FERC, WECC will
include separate lines for funding for U.S. and international activities.

2008 Amended Business Plan and Budget 6
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Reliability Standards Program

The cost of WECC's Standards Development activities in 2008 is $813,857. The increase
in cost from 2007 is driven by the need to support NERC’s aggressive standards
development program in 2008. Costs and comparison to 2007 are shown in the following
table.

2007 Budget 2007 Projection | 2008 Budget

Total FTEs 2.3 2 4

Total Direct Funding $290,040 $208,005 $687,812
Total Indirect Funding $469,935 $289,689 $126,045
Total Funding $759,975 $497,694 $813,857
Background

WECC'’s standards development efforts are divided into two categories — the development
of NERC standards and the development of Western Interconnection standards. In 2008,
WECC will work to organize the West for participation in the development of NERC
Reliability Standards. WECC may also develop Regional Reliability Standards (RRS) for
use only in the Western Interconnection. In addition, WECC will provide support, as
requested, to Alberta and British Columbia in the development of standards. Until those
standards are completed, the RMS and its 15 Reliability Standards will continue in the
CFE portion of WECC.

WECC'’s standards process is overseen by the Director of Standards. The bulk of the work
of developing standards is performed by voluntary member participation through the
WECC Standing Committee structure. These volunteers are provided by WECC members,
who pay their salaries and expenses while engaged in this activity.

WECC Standards Process

WECC'’s standards process was revised in 2006 and accepted by FERC as part of the
Delegation Agreement between NERC and WECC.

The WECC standards process begins with a standards request form that is reviewed for
scope and applicability by WECC’s Standards Request Routing Committee. The process is
open and provides for the input of interested parties throughout the drafting and approval
process. Standards are recommended by vote of the appropriate WECC Standing
Committee(s). Standards are generally considered three times per year at WECC Standing
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Committee meetings, but can also be voted by email. Once approved by the WECC Board,
the standards are sent to the NERC Board of Trustees for approval. NERC then sends these
approved Reliability Standards to FERC.

The WECC standards process is also used for Business Practices and Regional
Requirements. These regional criteria do not require either NERC or FERC approval.

Standards Program Objectives

North American Standards

On March 16, 2007, FERC approved 83 Reliability Standards that will become mandatory
and enforceable in the United States as of June 4, 2007. In its order approving these
standards, FERC directed modifications to 56 of the approved standards and is holding an
additional 24 standards pending receipt of additional information.

NERC has published, and filed with FERC, a Reliability Standards Work Plan that
includes a schedule for the development and revision of Reliability Standards for use
within the United States. WECC’s active participation in the NERC standards development
process helps to ensure the needs and concerns of Western entities are incorporated into the
standards. WECC actively communicates information on standards activities with its
members and encourages participation in the NERC standards development process.

In 2008, WECC staff and members will work with NERC on approximately 128 standards,
as identified in NERC’s Reliability Standards Work Plan. Work on some of these
standards began in 2007 and will conclude in 2008, while others will begin in 2008.

Regional Standards Development

WECC focuses on ensuring that NERC standards meet Western needs, but also has the
authority to develop necessary RRS. The RRS are expected to be more stringent than
NERC Reliability Standards or address areas not covered in NERC Reliability Standards.
In 2006, a WECC task force identified criteria in use by WECC as being both “unique and
essential” for the reliable operation of the Western Interconnection. In 2008, RRS may be
developed, including standards on Seasonal Operating Limits, Coordinated
Underfrequency Load Shedding and Restoration, and Designation of Most Severe Single
Contingency.

Regional Criteria

WECC Regional Criteria are developed by the WECC Standing Committees. Regional
Criteria are those that are mandatory for all WECC members. An example of Regional
Criteria is WECC’s Business Practices, which are developed by the MIC and by the
Interchange Scheduling and Accounting Subcommittee (ISAS).

The ISAS (a subcommittee of the OC) develops business practices for WECC that are tied
to the coordination of the scheduling of electricity. In 2007, ISAS developed business
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practices covering tagging and reserve issues. In 2008, the ISAS will develop business
practices that support the West-wide System Model and Reliability Coordination.

The MIC is WECC’s interface with the North American Energy Standards Board
(NAESB), and participates in the NAESB standards development process. In 2008, the
MIC will help coordinate WECC member involvement in the activities of NAESB. The
MIC has not identified any Western Interconnection-specific business practices for
development in 2008.

Other examples of Regional Criteria are WECC’s Reliability Information Sharing Policy,
which details requirements for sharing data, and WECC’s Transmission Planning Criteria.
In 2008, additional Regional Criteria will be developed as needed to supplement approved
Reliability Standards.

Compliance Enforcement Program

The cost of WECC's compliance activities in 2008 is $5,758,085. 2008 will be WECC’s
first full year enforcing FERC-mandated compliance. The increase in cost is attributable to
an additional six months of compliance activities, an increase of 9.4 FTE over 2007, and
an overrun of the 2007 budget of $1,120,941 which was taken from the WECC reserve
account. The additional WECC staff included in 2008 includes positions to support the
review of compliance documentation. Costs and comparison to 2007 are shown in the
following table.

2007 Budget 2007 Projection 2008 Budget
6.6 12 16

FTEs

Total Direct Funding $919,800 $2,040,741 $5,029,781
Total Indirect Fundina $1,348,509 $1,738,136 $728,304
Total Funding $2,268,309 $3,778,877 $5,758,085
Background

Compliance enforcement is essential to WECC’s mission as a Regional Entity. WECC’s
CMEP has two major components:

o Compliance enforcement, violation mitigation and settlement negotiations.
e Representing WECC in any hearing or appeal process.

Both components are overseen by the Director of Compliance, who reports to the WECC
Chief Operating Officer.
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As a recognized Regional Entity, and pursuant to the terms of the NERC/WECC
Delegation Agreement, WECC is required to monitor and enforce compliance with
Reliability Standards by users, owners and operators of the bulk power system in the
United States.

WECC has been supplying NERC with regular updates to its list of registered entities—
users, owners and operators of the bulk power system who have been registered as being
subject to Reliability Standards. Only users, owners and operators of the bulk power
system in the United States are required to register and be included in the compliance
registry.

In its March 16, 2007 Order 693, FERC noted that it would revisit the definition of bulk
power system. Changes made to this definition by FERC in 2008 may require additional
outreach and education as well as modifications to the registry.

In 1996, the WSCC created a contract-based compliance enforcement mechanism—the
RMS—that has grown to encompass 15 standards. WECC will maintain the RMS until all
standards included in the RMS program are incorporated into the NERC program for the
United States and the provincial programs for Alberta and British Columbia. Compliance
in Mexico will rely on the RMS for the foreseeable future.

Compliance Enforcement Program Objectives

In Order 693, FERC directed Regional Entities to focus their enforcement resources on
violations that pose the greatest risk to system reliability, and to use prosecutorial
discretion in assessing penalties through the end of 2007. In 2008 WECC is adding
resources to ensure compliance with FERC’s orders.

WECC will identify alleged violations of Reliability Standards through a variety of means
including:

e Compliance Audits — On-site and table-top audits.

o Self-Certification — The Registered Entity attesting to compliance or non-
compliance with standards on an annual basis.

e Spot Checking — The Compliance Staff checking compliance with a specific
standard. Spot Checking is normally used to verify Self-Certification.

e Compliance Violation Investigations — Conducting investigations of complaints or
other alleged violations.

e Self-Reporting — A new monitoring process that is specifically designed to work in
conjunction with a Registered Entities’ continuous monitoring efforts by their
internal compliance programs.

e Periodic Data Submittals — Monthly and quarterly reports that are submitted
regarding compliance with certain standards.
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e Exception Reporting — Reporting required on a small set of standards when a
violation occurs.

e Complaints — Alerting the Compliance Staff to a potential violation that is then
investigated.

A Readiness Evaluation (discussed in a subsequent section) may also identify potential
violations that the WECC Compliance Staff may investigate subsequent to the issuance of
the Readiness Evaluation report.

WECC’s Compliance Staff will conduct investigations of alleged violations of Reliability
Standards, with assistance at times by NERC. To ensure the independence of the CMEP,
industry volunteers will not participate directly in compliance audits or activities. WECC
staff from outside the Compliance Department may provide technical advice to
Compliance Staff.

WECC will implement a Compliance Advisory Group (CAG) in 2008. All Registered
Entities will be eligible for and encouraged to participate in this group. The CAG will
serve two functions. First, the WECC Compliance Staff will use the CAG to keep
Registered Entities informed regarding changes to the compliance program and reporting
requirements. Second, the CAG will provide a forum for the Registered Entities to give
feedback to the WECC Compliance Staff on the implementation of the compliance
program.

Compliance Audits will be performed for all Registered Entities. On-site audits will be
conducted for BAs, Transmission Operators and Reliability Coordinators at least once
every three years. WECC will conduct 14 on-site audits in 2008.

For all other Registered Entities, table-top audits will be conducted beginning in 2008
pursuant to a negotiated schedule between NERC and WECC. Table-top audits will utilize
the same audit methods and formality as the on-site audits. However, in a table-top audit,
the compliance documentation will be reviewed in the WECC compliance office instead of
on-site at the Registered Entity’s facility.

In 2008, WECC will require the support of four to five contractors to perform audits and
assist with the workload while maintaining the independence of the CMEP from the users,
owners and operators of the bulk power system.

Hearings and Review

The cost of WECC Hearings and Reviews in 2008 is $768,103. The cost and associated
staffing are required to meet WECC’s obligation under its Delegation Agreement to
provide a fair hearing process. In 2007, the Hearings and Review process was included in
the CMEP costs. One Hearing Officer came on staff in 2007. In 2008, WECC will add a
second Hearing Officer, a Legal Secretary and a technical and support person. Costs are
shown in the following table.
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2007 Budget 2007 Projection 2008 Budget

Total FTEs 0 15 4

Total Direct Funding $0 $137,412 $659,276
Total Indirect Funding $0 $217,267 $108,827
Total Funding $0 $354,679 $768,103
Background

WECC has proposed a process for conducting hearings and rendering decisions when a
Registered Entity contests alleged violations, sanctions, penalties or mitigation plans.
These decisions will be reviewed by the Compliance Hearing Body (CHB). The WECC
Board approved the CHB Charter in April 2007. This charter describes the responsibilities,
makeup and processes for selecting the CHB pool and for selecting CHB panels for
individual cases.

WECC'’s hearing process will be conducted pursuant to Exhibit D, Attachment 2,
“Compliance Enforcement Authority Hearing Process” of the Delegation Agreement.
WECC'’s Hearing Officer will conduct the evidentiary hearings in the majority of cases and
issue proposed decisions. The proposed decisions, along with exceptions by the parties,
will be submitted to a CHB panel for consideration and final decision on behalf of the
WECC region. In cases of particular complexity or significant regional interest, a CHB
panel may conduct or participate in the evidentiary hearing. WECC Hearing Staff will
support the CHB.

Appeals of regional decisions will take place at NERC. While no new evidence may be
introduced on appeal, NERC may remand decisions to WECC with comments. Subsequent
appeals may also be taken to FERC and to the U.S. Circuit Court of Appeals. WECC’s
Hearing Officer will work with the Chair of the CHB and will report to WECC’s Chief
Executive Officer. The Hearing Staff is independent from the Compliance Enforcement
Staff.

Hearings and Review Program Objective

Establish a CHB pool to ensure balance, technical expertise, diverse experience, and
independence to fill hearing panels.
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Situational Awareness/Reliability Coordination

The cost of WECC's Situational Awareness and Reliability Coordination activities in 2008
is $21,307,871. The two main drivers of this cost are an increase in staff and the
implementation of the Reliability Coordination Strategic Initiative, which includes the
WSM and the accelerated implementation of the two Reliability Coordination Centers in
2008. . As revised, through an amendment approved by WECC’s Board of Directors on
December 6, 2007, the approximately $6 million increase in the budget will be funded by a
line of credit and repaid in 2009-2010, and therefore does not require an increased 2008
assessment.

Category 2007 Budget | 2007 Projection | 2008 Budget
32° 35°

FTEs 49

Total Direct Funding $6,957,136 $8,802,532 $18,007,842

Total Indirect Funding | $817,278 $1,013,913 $3,300,030

Total Funding $7,774,414 $9,816,445 $21,307,871
Background

Beginning in 1996, as a response to restructuring and open access to the transmission
system, WSCC established Security Coordinators. These Reliability Coordinators (as they
were subsequently designated) monitor real-time conditions on the bulk power system and
provide leadership coordination, technical expertise and assistance to the BAs.

WECC currently has three Reliability Coordination Centers. Collectively, the Reliability
Coordinators have a real-time, view of the bulk power system. Through contractual
agreements and the existence of mandatory standards, Reliability Coordinators have the
ability to give directives to the BAs to protect system reliability. WECC’s Reliability
Coordinators are subject to applicable NERC standards.

The Reliability Centers are hosted by major transmission operators who charge WECC for
overhead and other costs associated with the centers. Reliability Coordinators at those
centers are employees of the host organization, WECC or are independent contractors. All
compensation is paid by WECC. Compensation constitutes the largest portion of the
Reliability Coordination budget.

® Four of the 2007 FTEs are direct WECC employees
® Seven of the 2007 FTEs are direct WECC employees.
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WECC’s Reliability Coordinators are overseen by the Director of Reliability Coordination
(a WECC employee). The Reliability Coordination Subcommittee, a subgroup of the OC,
assists the Director of Reliability Coordination with the management of the Reliability
Coordinators.

In 2006, the WECC Board approved a strategy designed to make reliability coordination in
the Western Interconnection more effective and efficient. This strategy will result in a
consolidation of Reliability Centers from three to two, the development and use of a
common model—the WSM—and tools, and increased independence of the Reliability
Coordinators.

During the December 2007 WECC board meeting, the following initiatives were approved:

1. Both of the new Reliability Centers are scheduled to be operational
by January 1, 2009;

2. The centers will be separated from their current host utilities and

located in new facilities in Vancouver, Washington and

Loveland, Colorado;

The centers will be hosted and operated by WECC,;

The WSM will also be hosted at each of the centers; and

The amended budget for Situational Awareness and Reliability

Coordination will be used to fund the accelerated implementation of

the new Reliability Centers.

o w

Operation of both Reliability Centers by January 1, 2009 will produce reliability
improvements resulting from the consolidation and from the common hosting of the WSM.
Reliability will also be enhanced by simultaneous initial operation of both centers and the
WSM. This negates the need for parallel operation of the three existing Reliability Centers
and the two new Reliability Centers during the transition phase. WECC has determined
that this revised schedule results in the most cost-effective implementation of the RC
Initiative. Among other things, it reduces the remaining period in which WECC must fund
the three existing Reliability Centers.

In addition to the Reliability Centers, WECC operates the WECC Operations Network, the
WECC Messaging System, and the HV Data Pool which provides notification and
information to all operators of equipment outages or changes to the system.

Reliability Coordination Objective

WECC'’s Reliability Coordinators’ only objective is the reliability and protection of the
bulk power system. Goals in 2008 include the completion of the WSM and tools, and the
completion of the two new Reliability Centers.
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West-wide System Model

The WSM will provide a common view of the entire Western Interconnection to WECC’s
Reliability Coordinators. This will allow each Reliability Center to serve as backup for the
other. The WSM will be a platform on which advanced applications and common tools
will be built. Through the use of these tools, real-time stability and other studies can be
performed.

The WSM primary and back up host sites will be located at the Reliability Coordination
centers in Vancouver, WA and Loveland, CO. Testing, and the creation and integration of
advanced applications, will continue through 2008 and the WSM will be fully operational
on January 1, 2009.

Western Interchange Tool

The WIT was implemented in January 2007 and uses existing e-Tag systems and protocols
to ensure balanced interchange between BAs. The WIT will eliminate the possibility of
BAs controlling to different Net Scheduled Interchange values, resulting in reduced
Primary Inadvertent Interchange.

The WIT also provides Interchange Scheduling information to Reliability Centers,
allowing them to comply with the new NERC IRO standards.

The OC is responsible for the use and funding of the WIT and the costs of the WIT in this
plan and in the WECC budget are allocated to the OC. The cost of this tool in 2008 is
$619,000.

Reliability Centers

Both new WECC Reliability Coordination Centers are planned to be operational by
January 1, 2009. This timeline will dictate Reliability Coordination actions for 2008.
WECC will host and staff the two new Reliability Centers. The training of Reliability
Coordinators under the new Reliability Center arrangement will also begin in 2008.

Transition and Retention

The security of the bulk power system during the transition to new centers and tools will
require the retention of WECC’s highly skilled Reliability Coordinators. In 2008, WECC
will devote special attention to the retention of its existing coordinators and the
maintenance of its current systems and relationships through its retention and relocation
plan.

Readiness Evaluation

The cost of WECC’s Readiness Evaluation activities in 2008 is $405,313. The decrease in
cost is accompanied by a 1.5 FTE realignment. Resources previously assigned to this
function have been absorbed by the Compliance Department. Costs and comparison to
2007 are shown in the following table.
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2007 Budget | 2007 Projection | 2008 Budget

Total FTEs

Total Direct Funding $618,984 $269,610 $342,541
Total Indirect Funding $715,118 $289,689 $62,772
Total Funding $1.334.102 $559,299 $405,313
Background

Readiness Evaluation is a NERC program designed to assess an entity’s ability to operate
reliably in the future as well as operating contingencies. Readiness Evaluations also
generate examples of excellence that are circulated to the industry to improve operations.
A team of industry conducts readiness Evaluations on-site. This team reviews
documentation and conducts interviews with employees. At the close of the evaluation, the
team gives a presentation citing good operating practices and making recommendations for
improvement. Any recommendations generated in evaluations are tracked for resolution by
the Compliance Monitoring and Operating Practices Subcommittee, a subgroup of the OC.

Readiness Evaluation teams consist of six members: a WECC and a NERC co-lead and
four industry volunteers drawn from both inside and outside of the Western
Interconnection. In some evaluations, a FERC staff person may participate. Readiness
Evaluation programs in WECC are under the direction of an Assistant Director of
Operations. As originally conducted in the West, Readiness Evaluations were also part of
the CMEP.

Readiness Evaluation Program Objective

WECC participates in Readiness Evaluations to assure that the Western Interconnection
stands at the highest degree of readiness. This program enables participants to exchange
best practices.

The WECC Readiness Evaluation Staff will work to ensure that the evaluation team
understands operating practices and that WECC members are prepared for the evaluations.
WECC will conduct 17 Readiness Evaluations in 2008.

Reliability Assessments and Studies

The cost of WECC’s Reliability Assessments and Technical Studies in 2008 is $3,880,437.
The decrease in cost for this function is driven primarily by reallocation method of
overhead and direct assigning of project costs to particular area. The funding will also
support the improvement of the WECC Transmission Expansion Planning Database. Costs
and comparison to 2007 are shown in the table below.
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2007 Budget 2007 Projection 2008 Budget

Total FTEs

Total Direct Funding $2,373,160 $2,004,706 $3,279,459
Total Indirect Funding | $2,451,834 $1,593,291 $600,978
Total Funding $4,824,994 $3,597,997 $3,880,437
Background

WECC conducts a variety of studies and assessments required for the reliable planning and
operation of the system, including the WECC Power Supply Assessment. This work is
overseen by the Director of Technical Services.

The WECC Power Supply Assessment studies the resource capacity margins on a WECC-
wide basis. These studies identify sub-regions within WECC that have the potential for
electricity supply shortages based on reported demand and resource data and transmission
constraints.

The WECC Power Supply Assessment presents the results of a set of resource capacity
margin scenarios for the Western Interconnection. This Assessment uses a deterministic
load-resource model to examine the effect of various design criteria relative to the load
forecast requirements. The studies are done annually and cover a future ten-year period.
Different scenarios are defined for each year’s assessment. The assessment is based on the
physical ability of the Western Interconnection to supply all loads regardless of contractual
obligations.

Improvements are made each year to both the energy and capacity assessments. Recent
improvements include scenario inputs (for example, extreme weather) and improved
modeling and data quality. This work is performed by WECC staff under the direction of
the PCC and the Loads and Resources Subcommittee (LRS).

WECC provides energy and capacity information to NERC for seasonal and long-term
reliability assessments each year. This allows NERC to complete the assessments required
under Section 215 of the Federal Power Act.

Transmission Expansion Planning

The Transmission Expansion Planning Policy Committee (TEPPC) operates under a
charter approved by the Board and has 17 members representing all classes of stakeholders
with representation from all geographic sub-regions of WECC. This function was initiated
in 2007.
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WECC has a role in meeting the region’s needs for regional transmission planning and
analyses. WECC accomplishes this by providing impartial and reliable data, public process
leadership and analytic tools and services. The TEPPC charter directs three primary
functions:

e Overseeing transmission database management.
e Providing policy and management of the planning process.

e Guiding the analysis and modeling for Western Interconnection transmission
expansion planning.

TEPPC and its subgroups work closely and coordinate with Western state, provincial and
federal government entities.

Reliability Assessments and Studies Program Objectives

In 2008, WECC staff, with the assistance of the Technical Advisory Subcommittee (TAS)
of TEPPC, will complete an update of the Transmission Expansion Planning Database.
This database will include information regarding load, transmission, fuel price, existing
generation and planned generation. WECC staff will use this database to simulate Western
regional production costs under various loads, gas prices, hydro and other scenarios. The
goal is a comprehensive, current and well-validated database that can be readily used to
identify where transmission expansion may be needed. The database can be used to
evaluate the ability of transmission, generation and demand-side resources to satisfy needs
across the Western Interconnection.

TEPPC will perform studies on congestion in the Western Interconnection for members
and for the Department of Energy (DOE). This congestion work will allow the DOE to
meet its requirements under the EPAct.

Loads and Resources

In 2008, WECC will continue to improve its loads and resources data gathering and
analysis. The WECC staff, assisting the LRS, will provide analysis of resource adequacy in
the Western Interconnection.

Studies

Each year, under the direction of the Technical Studies Subcommittee (TSS), the WECC
Technical Staff compiles a ten-year data bank of power flow base cases and associated
stability data. TSS designates the case scenarios, specifying system configurations and
operating conditions. These base cases are included in the WECC data bank.

WECC conducts annual Loads and Resources assessments using base cases of near-term
and longer-term system performance. WECC staff, following guidance from the TSS,
develops a study report covering operating and transfer conditions. WECC staff prepares
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study results for TSS and PCC approval. Additionally, these studies are used in
determining stability limits required in NERC Reliability Standards.

Training

The cost of the WECC operations training in 2008 is $859,150. This cost is completely
offset by the revenue generated from registration fees. The increase over 2007 comes from
the hiring of a trainer and additional support staff. Costs and comparison to 2007 are
shown in the following table.

2007 Budget 2007 PrOJectlon 2008 Budget

Total FTEs

Total Direct Funding $552,396 $429,222 $726,090
Total Indirect Funding $306,479 $289,690 $133,060
Total Funding $858,875 $718,912 $859,150
Background

WECC is a provider of continuing education conducting training for operators, schedulers
and dispatchers. WECC conducts training classes 24 to 26 weeks per year in Salt Lake
City. Curriculum is developed with the assistance of the Operations Training
Subcommittee of the OC.

The Training Department currently includes one full-time trainer and one support staff
person. In 2008, WECC will hire an additional trainer and will continue to use contractors
to accomplish the program.

Training Objective

WECC will continue to provide high-quality continuing education for operators,
schedulers and dispatchers. It will review and revise the curriculum as needed, and will
provide training on NERC standards and on WECC standards and practices.

Administrative Services

The cost of WECC’s Administrative Services activities in 2008 is $3,385,804. The
decrease in cost is largely a result of realignment of WECC staffing and functions. The
remaining new FTEs are two Administrative Assistants, and Communications and
Information Technology positions. Costs and comparison to 2007 are shown in the
following table.
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2007 Budget 2007 Projection 2008 Budget
5 13 17

FTEs

Total Funding $3.986.503 $3,899,703 $3.385.804

Background

WECC’s Administrative Staff is responsible for the areas of human resources,
communications, information technology and programming, accounting and finance, and
executive oversight. Both the Chief Executive Officer and the Chief Operating Officer
have their time allocated to this category.

The FAC of the WECC Board works with the Chief Administrator, who is responsible for
developing the budget and supporting material.

Human Resources

WECC’s Human Resources (HR) activities are carried out by the Director of Human
Resources, who reports to the Chief Operating Officer. The labor market for electricity
industry professionals is highly competitive. An area WECC’s HR will focus on is staffing,
recruiting and retention. The HR Department will improve the systems used in
administering compensation and benefits to achieve cost efficiencies.

In 2008, the HR department’s objective is to handle all human resource issues needed to
allow WECC to achieve its goals.

Information Technology

WECC'’s Information Technology Staff includes a network administrator, a programmer
and a webmaster. These positions report to the Chief Operating Officer.

Major improvements in both hardware and software were implemented in 2007.

In 2008, the Information Technology department’s objective is to make refinements and
improvements to its administrative database and website. Examples of planned
improvements are: improved handling of loads and resources data, online workshops,
meeting registration, tracking of attendance and voting, and improved and more efficient
communications with members.

Legal and Regulatory

As the industry has negotiated the path to mandatory standards in the United States,
WECC has worked to ensure that its positions were understood and its rights under the
legislation defended. This will continue in 2008.
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WECC retains legal counsel for internal and external issues. These attorneys interface with
the Chief Executive Officer.

The WECC Board approved a charter for a Regulatory Committee in April 2007. This
committee will provide assistance in responding to and corresponding with various
regulatory authorities. This committee will be made up of regulatory experts who are
volunteered by their employers to provide timely advice to WECC’s Chief Executive
Officer.

In 2008, WECC expects to amend its Bylaws to reflect the fundamental changes required
by the EPAct and FERC orders.

Finance and Accounting

WECC has a full-time accountant on staff and half of the Chief Administrator’s time is
allocated to finance and accounting. The Chief Administrator supports the FAC.

In accordance with its Delegation Agreement, WECC bills LSEs and/or BAs in the United
States for costs approved by FERC as statutory. WECC also bills BAs in Alberta, British
Columbia and Baja California Norte for support of NERC and for WECC costs approved
by the WECC Board.

In 2008, the objectives of the Finance and Accounting Staff are to openly communicate
with WECC members about the costs of projects, to meet all budgeting and reporting
deadlines and to refine financial controls.

Board and Committee Activities

The cost of WECC’s Board and the Standing Committees in 2008 is $1,674,211. The
reduction in cost, along with the 4.6 FTE reduction in staffing, reflects the reallocation of
personnel to the Administrative Services section. Costs and comparison to 2007 are shown
in the following table.

Category 2007 Budget 2007 Projection | 2008 Budget

FTEs 8.6 3 4
Total Funding $2.122.650 $1,531,972 $1,674,211
Background

Board of Directors

As noted in the introduction, WECC is governed by a 32-member Board. 25 of the
directors represent member classes. 7 directors are not affiliated with any WECC member
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or potential member. These Non-affiliated Directors are compensated for their time on the
Board and on Board Committees.

Six Board Committees are responsible for governance, policy development and
administration. They are:

Operating Transfer Capability Policy Committee — provides coordinated standards
development and determination of seasonal operating transfer capabilities within the
Western Interconnection.

Transmission Expansion Planning Policy Committee — oversees database
management, provides policy and management of the planning process, and guides
the analyses and modeling for the Western Interconnection’s transmission expansion
planning.

Governance and Nominating Committee — nominates candidates for the Board and
makes recommendations for Bylaws and other governance changes.

Human Resources and Compensation Committee — administers all matters of human
resources and compensation for WECC employees.

Reliability Policy Issues Committee — assists the Board in reviewing policy-level
reliability issues and develops appropriate recommendations for Board consideration.

Finance and Audit Committee — assists the Board in the discharge of its responsibility
to monitor the component parts of the audit process and the integrity of WECC’s
financial reporting.

Standing Committees
WECC has three Standing Committees of members:

Operating Committee — The OC advises and makes recommendations to the Board
on all matters within the jurisdiction of WECC that apply to maintaining reliability
through the operation and security of the interconnected bulk power systems in the
Western Interconnection. The OC has nine subcommittees.

Planning Coordination Committee — The PCC recommends criteria for the adequacy
of power supply and for elements of system design that affect the reliability of the
interconnected bulk power systems. The PCC collects data and studies the operation
of the interconnected systems necessary to determine the reliability of the Western
regional bulk power system. The PCC evaluates proposed additions or alterations in
facilities in relation to established reliability criteria. The PCC has four
subcommittees.

Market Interface Committee — The MIC considers matters pertaining to the impact of
reliability standards, practices, and procedures on the commercial electricity market
in the Western Interconnection and facilitates analysis of the impact of electricity
market practices on electric system reliability. The MIC has two subcommittees.
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The Joint Guidance Committee ensures that the Standing Committees and their respective
subcommittees coordinate and communicate regarding electric system reliability and
market issues of mutual applicability.

Western Renewable Energy Generation Information System
(WREGIS) — A Non-Statutory Activity

The cost of WREGIS in 2008 is $480,710. This is a reduction from 2007 and reflects the
end of costs associated with WREGIS’ startup. WREGIS costs fall outside of Section 215
of the Federal Power Act and are funded through user subscriptions to the program.
Backstop cost coverage comes from the California Energy Commission. Costs and
comparison to 2007 are shown in the following table.

Category 2007 Budget 2007 Projection 2008 Budget
]
Direct Costs $370,473 $301,809 $331,266
Indirect Costs $153,206 $209,731 $149,444
Total Costs $523.679 $511,540 $480,710
Background

State and provincial governments in the Western Interconnection are developing renewable
portfolio standards. WREGIS has been created to track the ownership of Renewable
Energy Certificates (RECs).

WECC is the institutional home of WREGIS and the WREGIS Administrator reports to the
WECC Chief Executive Officer. WREGIS is governed by a seven-member committee
composed of industry representatives, state and provincial government representatives, and
an appointee of the WECC Board.

WREGIS will become operational in July 2007.
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Acronyms Used in this Business Plan

AESO - Alberta Electric System Operator

BA - Balancing Authority

BCTC - British Columbia Transmission Corporation

CAG - Compliance Advisory Group

CFE — Comision Federal de Electricidad

CHB — Compliance Hearing Body

CMEP - Compliance Monitoring and Enforcement Program
DOE - U.S. Department of Energy

EPAct — Energy Policy Act of 2005

ERO - Electric Reliability Organization

FAC - Finance and Audit Committee

FERC — Federal Energy Regulatory Commission

FTE - Full-time Equivalent

HR — Human Resources

ISAS - Interchange Scheduling and Accounting Subcommittee
LRS - Loads and Resources Subcommittee

LSE - Load Serving Entity

MIC - Market Interface Committee

MIS — Market Issues Subcommittee

NAESB — North American Energy Standards Board

NEL — Net Energy for Load

NERC - North American Electric Reliability Corporation
OC - Operating Committee

PCC - Planning Coordination Committee

REC - Renewable Energy Certificate

RMS — Reliability Management System

RRS - Regional Reliability Standard

SIS — Seams Issues Subcommittee

TAS - Technical Advisory Subcommittee

TEPPC - Transmission Expansion Planning Policy Subcommittee
TSS — Technical Studies Subcommittee

WECC - Western Electricity Coordinating Council

WIT — Western Interchange Tool

WREGIS - Western Renewable Energy Generation Information System
WSCC — Western Systems Coordinating Council

WSM - West-wide System Model
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Section B — 2008 Budget

Personnel Analysis

Table 1 shows staffing by program area for the 2007 and 2008 budgets. These staffing numbers
include only actual WECC employees.

Table 1: Staffing by Program Area

Table 1
Budget Budget

Total FTEs by Program Area 2007 2008
Reliability Standards 2.3 4 1.7
Compliance Monitoring and
Enforcement 6.6 16 9.4
Hearings 0 4 4
Situational Awareness 4 49 45
Readiness Evaluation 3.5 2 -1.5
Reliability Assessments and Studies 12 13 1
Training 1.5 3 1.5
Board and Committees 8.6 4 -4.6

Administrative Programs

Administrative Services 1 12 11.5
Communications and IT 2 3 1
Human Resources 1 1 0
Legal and Regulatory 0 0 0
Accounting 1 1 0
WREGIS 3 3 0
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Section B — 2008 Budget

2007 Budget & Projection and 2008 Amended Budget Comparisons
Table 2

Statement of Activities
2007 Budget & Projection, and 2008 Amended Budget

2008 Amended

2007 2_007_ Variance Budget Variance
Budget Projection
Funding
ERO Funding $16,943,168 $16,943,168 $-- $26,596,512 $9,653,344
Membership Dues $-- $-- $-- $-- $--
Testing Fees $-- $-- $-- $-- $--
Services & Software $528,801 $555,111 $26,310 $726,090 $170,979
Interest $352,000 $491,060 $139,060 $609,400 $118,340
Miscellaneous $8,400 $9,661 $1,261 $8,400 ($1,261)
Loan Financing $5,852,414
Total Funding $17,832,369 $17,999,000 $166,631 $33,792,816 $9,941,402

Expenses

Personnel Expenses

Salaries $3,906,396 $4,708,063 $801,667 $10725827  $6,017.764
Payroll Taxes $303,187 $438,367 $135,180 $776,154 $337,787
Benefits $1,032,704 $926.902 ($105,802) $2,695,497 $1,768,595
Retirement Costs $381,491 $365,788 ($15,703) $416.743 $50.955
Total Personnel Expenses g5 653 77g $6,439,120 $815,342 $14.614221  $8,175.101
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2007

Variance

Western Electricity Coordinating Council

Variance

Meeting Expenses

Meetings
Travel
Conference Calls

Total Meeting Expenses

Operating Expenses
Consultants
Contracts

Office Rent

Office Costs

Professional Services
Computer Purchase &
Maintenance

Furniture & Equipment

Total Operating Expenses

$613,543
$717,458

$13,727

$1,344,728

$545,954
$6,389,007

$253,702

$912,669
$1,199,372

$1,524,180
$0

$10,824,884

Projection

$585,187
$641,022

$161,382

$1,387,591

$998,288
$6,254,318

$279,683
$1,046,218
$1,370,697

$1,519,988
$28,000

$11,497,192

($28,356)
($76,436)
$147,655

$42,863

$452,334
($134,689)
$25,981
$133,549
$171,325

($4,192)
$28,000

$672,308

$738,597
$930,982
$116,497

$1,786,076

$1,259,719
$7,138,407
$753,871
$1,697,228
$1,653,821

$3,768,532
$0

$16,271,578

$153,410
$289,960
($44,885)

$398,485

$261,431
$884,089
$474,188
$651,010
$283124

$2,248,544
($28,000)

$4,774,386

Total Expenses

Change in Assets

2008 Business Plan and Budget

$17,793,390

$38,979

$19,323,903

($1,324,903)

$1,530,513

($1,363,882)

$32,671,874

$1,120,942
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Chief Executive Officer Western Electricity Coordinating Council
Table 3: 2008 WECC Staff
Organization Chart
. . Director, Administrative
WREGIS Administrator Hearing Officer ‘ Chief Operating Officer .
Services
]
WREGIS Staff 3 Positions
7 Positions IT/Communications Human Resowrces ——
& Positians 1.5 Positions Aecountant Adrvinistrative
Staff
5.5 Fositions
| l I l l |
Director, Standards Directar, Directar, Compliance Directar, Director, Director, Operations
| Technical Services | Market Interface Reliability Coordination |
Standards Staff Compliance Staff Operations and
3 Pasitions 8 Pasitions Admininstrative Praject Training Staff
Assistant Manager 7 Positions
Loads and Transmission
Resources Staff Expansion 5taff | |
1 Positions 4 Positions EMS RC RC
Manager Manager Manager
Base Case Staff Study Suppart "
3 Pasitions 2 Pasitions EMS Administrative | |Administrative
! Engineers Assistant Assistant
. 9 Positions —
Tech:ei::llﬂEr et —{  Lead | Lead
. Coordinator (oordinator
|| Study
Engineers A -
4 Pusitions Re-lla_hllrty Reha_hllrly
| Coordinators = Coordinators
12 Fasitions 12 Fasitions
|| RC L] RC
Trainer Trainer

2008 Business Plan and Budget 28



Section B — 2008 WECC Budget

Western Electricity Coordinating Council

Table 4: 2008 WECC Organization Chart

WESTERN ELECTRICITY
COORDINATING COUNCIL

MEMEER REFRESENTATIVES

Technical Advisary TRANSMISSION EXPANSION
| Subicarmmities l PLARMING POLICY COMMITTEE EOARD OF DIRECTORS
Mk i FINANCE AND FELIABILITY COORDINATION
Wark Group AUDIT COMMITTEE COMMITTEE
) OPERATING TRANSFER
Data HELIABILITY POLICY _— — CAPRBILITY POUCY
Warrk Group SOLES COMMITTEE  COMMITTEE
Historical HUFRAN RESQURCES AkD Subregicnal
Waork Group COMPEMSATION Study Groups
COMMITTEE
Studies GDVE_RNAh{E AND | FeAS RELIABILITY Wastamm Candarence of Pulsk
Wark Graup ROMINATING COMMITTEE COMPLIBNCE COMMITTEE Service Commissionars

Regulatary WESTERN REMEWRBLE
Commattee EMERGY GENERATION
IMFORMATION S¥STEM

CHIEF EXECUTIVE OFFICER

]
WELC STAFF

COMBITTEE O REGIONAL
ELECTRIC POWER
COOPERATION

— COMPLIANCE HEARING

CPERATING
COMMITTEE

MARSET INTERFACE
COMPMITTEE

FLAMMING COORDINATION
COMMITTEE

[}
I
I
| I ]
Seams Mlarket [ JOINT GUIDANCE Teekiablity Loads & Resources Technical $tudies
Issues ssues COMMITTEE Subammires Subcammittee Subcommitee
Subcommites Subrommites [
Reliabilmy Madeling and Systemn Revics
Perlamance Validation ‘iork Group
Evaluation Wark Gocup
Witk Growp
GE Users FTI Lsers
Work Graug Wark Group
Dizturbance
Wearilarivg Weark
Group
Critical Irtercharge
Dperations Training mirastructure & Sehmduling Tochnical Diperationg l"':;""““':‘-"lt'"” Operating
Subcommintes Informaticn arvd Acoounting Sub<ommities ! ;""”“ e Practices
Management Subrommattes Subcommittee Susfreprnimitles:
Subcommitbes
Energy |-
Electi .
Managemmnt ter-theFact ||] s.::c:rlc Contral Belay Unscheduled Perfoamance Operating
System Work Wark Group eduling Wtk Group Wark Group Flow Wark Group eliabdy
Group Wark Group Operatians Critesia Wik
Wark Group Group
- ?’1“_ Business
'n\:\:.v‘r;:;:“ feal Time Practices and Substaticn Telecommunications Operating Ciperatirg
cap Seheduling | || Scheditng Work Group Witk Graup Hslies Wisek _ Procedures
Physical Work Graup Procedures Work Group Rewiew Group
Feurity fammip
iork Group
Issues
Whark G
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S [ Activities
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Relability Reliability eliaksiny
Teals Coardination Cocrdination
Wtk Group Documentatian Comaments
Wark Group ‘Work Group
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WECC - Compli_anqe & Relia_bility Reliability o Situational Committee & . : Non-
Statement of Activities Total St_?_tout:fry Non—_?;?;lljtory Statutory Total SRteaI;]a:jlg:g)sl R(,)erga?lzta}tlor;i ieagj_lnes; APss?ssment & 'Iérdalnlnt_g & IA\flv:':lrcinests & VTl GeAr:jerz_:ll & FL_egzatlI z;lnd Ir}for;\nat:on & . Human Actl::quntlng & Statutory
2008 Budget gistration udit an erformance ucation nfrastructure Forums min egulatory echnology esources inance Total
Certification Improvement Analysis Security
WREGIS
810 820 700 740 831 780 500 400 610 350 410 450 950
Funding
ERO Funding 26,596,512 26,596,512 - 26,596,512 687,812 5,689,057 342,541 3,279,459 0 12,155,428 1,674,211 1,636,089 381,000 406,067 201,571 143,277 0 0
Membership Dues 480,710 - 480,710 0 0 0 0 0 0 0 0 0 0 0 0 0 480,710 480,710
Testing Fees - - - 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Services & Software - - - 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Workshops 726,090 726,090 - 726,090 0 0 0 0 726,090 0 0 0 0 0 0 0 0 0
Interest 609,400 609,400 - 609,400 0 0 0 0 0 0 0 609,400 0 0 0 0 0 0
Miscellaneous 8,400 8,400 - 8,400 0 0 0 0 0 0 0 8,400 0 0 0 0 0 0
Loan -Financing 5,852,414 5,852,414 - 5,852,414 5,852,414
Total Funding 34,273,526 33,792,816 480,710 33,792,816 687,812 5,689,057 342,541 3,279,459 726,090 18,007,842 1,674,211 2,253,889 381,000 406,067 201,571 143,277 480,710 480,710
Average Salary 95,181 95,766 73,312 95,766 99,290 96,371 77,961 77,813 76,141 105,472 112,193 85,233 58,296 124,510 66,216 73,312 73,312
FTE's 115.0 112.0 3.0 112.0 4.0 20.0 2.0 13.0 3.0 49.0 4.0 12.0 0.0 3.0 1.0 1.0 3.0 3.0
Expenses
Personnel Expenses
Salaries 10,945,763 10,725,827 219,936 10,725,827 397,160 1,927,416 155,922 1,011,574 228,423 5,168,145 448,773 1,022,801 0 174,888 124,510 66,216 219,936 219,936
Payroll Taxes 796,346 776,154 20,192 776,154 26,796 133,980 14,745 87,087 21,853 484,057 29,496 (58,731) 0 22,123 7,374 7,374 20,192 20,192
Benefits 2,824,815 2,695,497 129,318 2,695,497 68,667 318,554 45,781 297,552 53,942 1,453,221 91,556 251,777 0 68,667 22,890 22,890 129,318 129,318
Retirement Costs 416,743 416,743 - 416,743 20,837 90,293 13,891 90,293 20,837 41,697 27,778 76,388 0 20,837 6,946 6,946 0 0
Total Personnel Expenses 14,983,667 14,614,221 369,446 14,614,221 513,460 2,470,243 230,339 1,486,506 325,055 7,147,119 597,603 1,292,235 0 286,515 161,720 103,426 369,446 369,446
Meeting Expenses
Meetings 739,797 738,597 1,200 738,597 32,826 121,447 18,684 121,447 263,546 28,026 37,368 68,543 0 28,026 9,342 9,342 1,200 1,200
Travel 950,986 930,982 20,004 930,982 34,211 252,244 22,807 148,246 51,611 193,791 45,614 125,439 0 34,211 11,404 11,404 20,004 20,004
Conference Calls 116,497 116,497 - 116,497 868 103,763 579 3,763 868 868 1,158 3,184 0 868 289 289 0 0
Total Meeting Expenses 1,807,280 1,786,076 21,204 1,786,076 67,905 477,454 42,070 273,456 316,025 222,685 84,140 197,166 0 63,105 21,035 21,035 21,204 21,204
Operating Expenses
Contracts & Consultants 8,437,990 8,398,126 39,864 8,398,126 0 946,000 32,500 842,568 26,800 5,763,257 247,000 540,000 0 0 0 0 39,864 39,864
Office Rent 753,871 753,871 - 753,871 18,508 226,825 12,338 80,200 18,508 274,108 24,677 67,861 0 18,508 6,169 6,169 0 0
Office Costs 1,715,184 1,697,228 17,956 1,697,228 11,937 76,736 7,960 474,053 16,595 375,645 653,120 61,285 0 11,937 3,980 3,980 17,956 17,956
Professional Services 1,683,585 1,653,821 29,764 1,653,821 73,107 340,314 15,404 100,132 23,107 566,707 30,811 84,728 381,000 23,107 7,702 7,702 29,764 29,764
Computer Purchase & Maint. 3,771,008 3,768,532 2,476 3,768,532 2,895 30,544 1,930 22,544 0 3,658,320 36,860 10,614 0 2,895 965 965 2,476 2,476
Services - - - 0 0
Furniture & Equipment - - - 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Operating Expenses 16,361,638 16,271,578 90,060 16,271,578 106,447 1,620,419 70,132 1,519,497 85,010 10,638,037 992,468 764,488 381,000 56,447 18,816 18,816 90,060 90,060
Total Direct Costs 33,152,584 32,671,874 480,710 32,671,874 687,812 4,568,116 342,541 3,279,459 726,090 18,007,842 1,674,211 2,253,889 381,000 406,067 201,571 143,277 480,710 480,710
Total Indirect Costs 5,060,015 5,060,015 - 5,060,015 126,045 837,131 62,772 600,978 133,060 3,300,030
Total Costs 33,152,584 32,671,874 480,710 32,671,874 813,857 5,405,247 405,313 3,880,437 859,150 21,307,871 480,710 480,710
Change in Assets 1,120,942 1,120,942 - 1,120,942 0 1,120,941 0 0 0 0 0 0 0 0 0 0 0 0
FTE's 115.0 112.0 3.0 112.0 4.0 20.0 2.0 13.0 3.0 49.0 4.0 12.0 0.0 3.0 1.0 1.0 3.0 3.0
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Western Electricity Coordinating Council

Executive Summary

2008 Business Plan and Budget

2008 will be the Western Electricity Coordinating Council’s (WECC) first full calendar
year as a United States Federal Energy Regulatory Commission (FERC)-certified Regional
Entity. This document is a review of WECC’s objectives, plans and fiscal requirements for
meeting its responsibilities under its Delegation Agreement and ensuring reliability of the
Western Interconnection in 2008.

Business Plan

Section A of this document provides details of WECC programs and objectives. For FERC
and North American Electric Reliability Corporation (NERC) budgeting purposes, these
programs can be divided into two general categories — those that are WECC’s reliability
responsibility under Section 215 of the Federal Power Act (statutory) and those that fall
outside the Act (non-statutory).

In this Business Plan, WECC demonstrates that its programs—including Compliance
Monitoring and Enforcement, Reliability Coordination, Standards Development, Readiness
Evaluations, Studies and Assessments, Training, and Standing Committee activities—are
needed to maintain reliability as intended under Section 215 of the Federal Power Act.

The Western Renewable Energy Generation Information System (WREGIS) is a non-
statutory activity that is self-funded.

2008 Budget

Section B contains the 2008 budget for WECC and supporting appendices. The budget for
2008 compared with 2007 is:

2007 Budget 2007 Projection 2008 Budget

Non- Non- Non-

Statutory Statutory Statutory
Statutory Statutory Statutory

Total 24,946,402

. $17,820,668 | $645,985 $19,323,903 | $511,540 $480,710
Funding 33,792,816

Total FTEs * | 43.5 4 54 4 81112 3

* Full Time Equivalents
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2008 NERC Assessment

The NERC Assessment for 2008 is expected to be $5,329,407. This number represents

monies collected by WECC for NERC, and is for informational purposes only. It is not a
budget item.

2007 Budget 2008 Budget
NERC Assessment $3,856,338 $5,329,407

2008_Amended Business Plan and Budget
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Introduction

Nature, Location and Scope

WECC is a Utah Nonprofit Corporation whose mission is to 1) maintain a reliable electric
power system in the Western Interconnection that supports efficient competitive power
markets (“Reliability Mission”) and 2) assure open and non-discriminatory transmission
access among members while providing a forum for resolving transmission access disputes
between members (“Transmission Access Mission”). WECC’s website is www.wecc.biz.

WECC’s geographic area is the Western
Interconnection — an area in which the
use and generation of electricity is

synchronized. This area includes all or %\M

part of 14 U.S. states, 2 Canadian
provinces and a portion of Baja
California Norte, Mexico.

WECC has 182 members divided into the
following 5 membership classes: *

e Large Transmission Owners
e Small Transmission Owners

e Transmission Dependent Energy
Service Providers

e End Users
e Representatives of State and Provincial Governments

Each class is represented on the WECC Board and on each of WECC’s three member
Standing Committees. Membership in WECC is open to any person or entity that has an
interest in the reliable operation of the Western Interconnection bulk power system.

WECC is approved by FERC as a Regional Entity, with authority to create and enforce
standards for the reliability of the Western Interconnection.

Governance and Structure

WECC is governed by an independent and balanced stakeholder board ? consisting of 32
directors. Each of the five member classes listed above elects four directors. The Canadian

! For purposes of voting for Board representation, all Canadian members of WECC form a sixth class. This is
a separate class and is not a member class. See Section 6.2.1 of the WECC Bylaws.
2 As provided in Section 215 of the Federal Power Act (e)(4)(A)(iii).
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delegation elects four directors. One director is elected by the Mexican delegation.® Seven
directors with no member affiliation are elected by the WECC membership.

Six Board committees recommend policy on various reliability issues, or handle
governance or administrative matters. These committees are described in the Board and
Committee Activities section on page 22.

Public input comes to the Board from the member organizations, from other interested
parties, and through recommendations of the WECC Standing Committees.

Under the direction of the Board, the three Standing Committees of members — the
Planning Coordination Committee (PCC), the Operating Committee (OC) and the Market
Interface Committee (MIC) — provide technical work and policy recommendations to the
WECC Board (see Table 3: 2008 WECC Organization Chart). All member organizations
are eligible for representation on the three Standing Committees.

Compliance and enforcement activities are carried out by the WECC Compliance Staff,
independent of all users, owners and operators of the bulk power system. Compliance
activities are governed by the Delegation Agreement and FERC orders.

History and Milestones

In August 1967, a group of large Western electric utilities created the Western Systems
Coordinating Council (WSCC) to ensure the reliable operation of the several
interconnected electric systems in the West. WSCC became a member of the North
American Electric Reliability Council, which promoted the reliability of the bulk power
system across North America.

WSCC was operated by and for the West’s public and private vertically-integrated electric
utility industry. With the introduction of electricity restructuring in the 1990s, a change
was made to reflect a broader stakeholder base. In 2002, the WSCC merged with the
Southwest Regional Transmission Association and the Western Regional Transmission
Association to create WECC.

The Energy Policy Act of 2005 (EPAct) established mandatory reliability standards and
compliance in the United States. FERC delegated authority to enforce compliance with
approved Reliability Standards to NERC as the North American Electric Reliability
Organization (ERO) and to Regional Entities — including WECC.

Recent/Future Milestones

e April 2006 — The WECC Board created the Transmission Expansion Planning
Policy Committee (TEPPC) to develop and manage a planning database and
coordinate transmission planning in the Western Interconnection.

® The Mexican delegation currently consists of one member.
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e May 2006 — WECC provided its first study of congestion to the U.S. Department of
Energy (DOE) under Section 1221 of the EPAct.

e July 2006 — FERC certified NERC as the ERO.

e July 2006 — The WECC Board adopted principles that launched a process of
significant improvements to WECC’s Reliability Centers (the Reliability Center
Strategic Initiative).

e July 2006 — The WECC Board created the Western Renewable Energy Generation
Information System (WREGIS) as a department of WECC.

e October 2006 — WECC adopted a sixth amendment to the Reliability Management
System (RMS) that allows the RMS to sunset with the implementation of mandatory
standards.

e November 2006 — WECC engaged a vendor to create the West-wide System Model
(WSM).

e November 2006 — WECC concluded negotiations with NERC for a Delegation
Agreement that was filed with FERC.

e November 2006 — WECC revised its process for developing and approving WECC
Standards (standards process) that was subsequently included in the Delegation
Agreement.

e January 2007 — WECC activated the Western Interchange Tool (WIT).

e February 2007 — WECC held a series of workshops to roll out its Compliance
Monitoring and Enforcement Program (CMEP) for mandatory standards and
registration of entities subject to the standards.

e March 2007 — FERC approved a set of Reliability Standards to be mandatory and
enforceable in the United States in June 2007.

e March 2007 — The NERC Board of Trustees approved eight WECC Regional
Standards and NERC filed them with FERC for approval.

e March 2007 — WECC reorganized its Compliance Department to make it
independent from other WECC functions.

e April 2007 — WECC held a workshop to begin drafting a “strawman” Transmission
Planning Proposal as required by FERC Order 890.

e April 2007 — WECC’s Delegation Agreement was accepted by FERC.
e May 2007 — WECC will conduct its first Compliance Audit as a Regional Entity.

Motions for WECC hosting of the Westwide System Model and the new RC Control
Centers.
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WECC Services

WECC ensures the reliability of the Western Interconnection through a variety of activities
including:

Standards Development — Providing a forum and support for the development of
both NERC and WECC Reliability Standards.

Readiness Evaluations — Participating in the NERC Readiness Evaluation program
to help ensure that users, owners and operators of the bulk power system are prepared
to operate the system reliably.

Reliability Coordination — Operating three Reliability Coordination Centers that
provide situational awareness and real-time supervision of the entire Western
Interconnection.

Transmission Expansion Planning — Overseeing management of a comprehensive
planning database, providing policy and management of the planning process, and
guiding the analyses and modeling for Western Interconnection transmission
expansion planning to ensure reliability.

Studies — Modeling the system and performing studies of the Western
Interconnection under a variety of scenarios to set reliable operating policies and
limits.

Market-Operations Interface — Ensuring that effective competitive power markets
do not negatively impact Western Interconnection reliability activities.

Loads and Resources Assessments — Performing an annual assessment of 10-year
loads and resources in the Western Interconnection, creating a 10-year coordinated
plan of system growth and providing information to NERC for their summer and
winter assessments of the reliability and adequacy of the bulk-power system.*

Training of Operations Personnel — Continuing, as it has for over 20 years, a
series of training sessions for operators, schedulers and dispatchers.

WREGIS — Hosting WREGIS, which creates and tracks renewable energy
certificates.

International Considerations

WECC is a Cross-Border Regional Entity with members in three countries, including the
Canadian provinces of Alberta and British Columbia and a portion of the Mexican state of
Baja California Norte. The authority of FERC under U.S. law, and the powers delegated to
WECC by NERC and approved by FERC, do not extend to Canada or Mexico. WECC will
continue to work with Alberta, British Columbia and Mexico to establish relationships
with these jurisdictions with respect to standards setting and compliance mechanisms.

*As required by the Federal Power Act Section 215 (g).
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Actions in Canada

The Canadian provinces account for approximately 15 percent of the Western
Interconnection’s load. Canadian entities play a vital role in the function of WECC and in
the reliability of the system. Alberta and British Columbia are separate jurisdictions with
different regulatory structures.

WECC is working with the Alberta Electric System Operator (AESO) and the government
of Alberta, as well as the government of British Columbia and the British Columbia
Transmission Corporation (BCTC), to provide assistance as they consider whether and
how to develop and enforce reliability standards.

WECC'’s contract-based enforcement tool, the RMS, has been signed by entities in Alberta
and British Columbia and continues in force. WECC does not have authority under U.S.
law to impose penalties in Canada. WECC has performed compliance audits of the AESO
and BCTC.

Actions in Mexico

The Mexican national utility, Comisidn Federal de Electricidad (CFE), has a seat on the
WECC Board. As the regulatory systems common in the United States and Canada are not
present in Mexico (CFE is a department of the Mexican federal government), WECC’s
standards and compliance efforts in Mexico rely on the RMS, to which CFE is a signatory.

Funding Sources

As a Regional Entity, the greatest portion of WECC’s funding comes from payments
assessed in the United States under the authority of Section 215 of the Federal Power Act.
These funds are collected pursuant to a FERC funding order and are billed to all Load
Serving Entities (LSEs) and/or Balancing Authorities (BAs) in the Western
Interconnection on a net-energy-for-load (NEL) basis.

Additional funding comes from voluntary dues paid by WECC members. These dues
include NEL shares of the costs for WECC and NERC activities in Canada and Mexico.

A third funding source is billing for certain services such as WREGIS and training classes.
These programs are self-supporting and have no effect on the WECC budget.

2008 Budget

For 2008, WECC has a budget of $28;421,112.34,273,526. This is an increase of
$9,954,45915,806,873 dollars from the 2007 budget of $18,466,653 The WECC Finance
and Audit Committee (FAC), which is composed of WECC Board members, has
developed the 2008 budget. The WECC Board approved this budget in April 2007, and
approved revisions in July 2007, and_approved an amended budget on December 6, 2007.
WECC recommends approval by the NERC Board, and by FERC. The following pages
detail this budget and the activities the budget supports.
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About This Plan

WECC is a member-driven organization. VVolunteers provided by WECC member
companies or members accomplish a large percentage of WECC’s work. With the
exception of its compliance activities, this work is organized and performed by WECC’s
Standing Committees, their subgroups and by the Board.

In an effort to standardize WECC’s Business Plan with those of NERC and the other
Regional Entities, this document is organized by function rather than by responsible
position or group.

A table at the beginning of each function indicates direct costs, indirect costs (overhead;
for example, benefits, taxes and rent), and total costs and FTEs assigned to that function.

This Business Plan and Budget includes all WECC activities, including those associated
with operations in Canada and Mexico. In its funding request to FERC, WECC will
include separate lines for funding for U.S. and international activities.
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Section A — 2008 Business Plan

Reliability Standards Program
The cost of WECC's Standards Development activities in 2008 is $1,025,146.813,857. The

increase in cost from 2007 is driven by the need to support NERC’s aggressive standards
development program in 2008. Costs and comparison to 2007 are shown in the following

table.

2007 Budget 2007 Projection | 2008 Budget

Total FTEs 2.3 2 4

Total Direct Funding $290,040 $208,005 $687,812

Total Indirect Funding $469,935 $289,689 $334334126,04
5

Total Funding $759,975 $497,694 $1.025;146813,
857

Background

WECC'’s standards development efforts are divided into two categories — the development
of NERC standards and the development of Western Interconnection standards. In 2008,
WECC will work to organize the West for participation in the development of NERC
Reliability Standards. WECC may also develop Regional Reliability Standards (RRS) for
use only in the Western Interconnection. In addition, WECC will provide support, as
requested, to Alberta and British Columbia in the development of standards. Until those
standards are completed, the RMS and its 15 Reliability Standards will continue in the
CFE portion of WECC.

WECC'’s standards process is overseen by the Director of Standards. The bulk of the work
of developing standards is performed by voluntary member participation through the
WECC Standing Committee structure. These volunteers are provided by WECC members,
who pay their salaries and expenses while engaged in this activity.

WECC Standards Process

WECC'’s standards process was revised in 2006 and accepted by FERC as part of the
Delegation Agreement between NERC and WECC.

The WECC standards process begins with a standards request form that is reviewed for
scope and applicability by WECC’s Standards Request Routing Committee. The process is
open and provides for the input of interested parties throughout the drafting and approval
process. Standards are recommended by vote of the appropriate WECC Standing
Committee(s). Standards are generally considered three times per year at WECC Standing
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Committee meetings, but can also be voted by email. Once approved by the WECC Board,
the standards are sent to the NERC Board of Trustees for approval. NERC then sends these
approved Reliability Standards to FERC.

The WECC standards process is also used for Business Practices and Regional
Requirements. These regional criteria do not require either NERC or FERC approval.

Standards Program Objectives

North American Standards

On March 16, 2007, FERC approved 83 Reliability Standards that will become mandatory
and enforceable in the United States as of June 4, 2007. In its order approving these
standards, FERC directed modifications to 56 of the approved standards and is holding an
additional 24 standards pending receipt of additional information.

NERC has published, and filed with FERC, a Reliability Standards Work Plan that
includes a schedule for the development and revision of Reliability Standards for use
within the United States. WECC’s active participation in the NERC standards development
process helps to ensure the needs and concerns of Western entities are incorporated into the
standards. WECC actively communicates information on standards activities with its
members and encourages participation in the NERC standards development process.

In 2008, WECC staff and members will work with NERC on approximately 128 standards,
as identified in NERC’s Reliability Standards Work Plan. Work on some of these
standards began in 2007 and will conclude in 2008, while others will begin in 2008.

Regional Standards Development

WECC focuses on ensuring that NERC standards meet Western needs, but also has the
authority to develop necessary RRS. The RRS are expected to be more stringent than
NERC Reliability Standards or address areas not covered in NERC Reliability Standards.
In 2006, a WECC task force identified criteria in use by WECC as being both “unique and
essential” for the reliable operation of the Western Interconnection. In 2008, RRS may be
developed, including standards on Seasonal Operating Limits, Coordinated
Underfrequency Load Shedding and Restoration, and Designation of Most Severe Single
Contingency.

Regional Criteria

WECC Regional Criteria are developed by the WECC Standing Committees. Regional
Criteria are those that are mandatory for all WECC members. An example of Regional
Criteria is WECC’s Business Practices, which are developed by the MIC and by the
Interchange Scheduling and Accounting Subcommittee (ISAS).

The ISAS (a subcommittee of the OC) develops business practices for WECC that are tied
to the coordination of the scheduling of electricity. In 2007, ISAS developed business
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practices covering tagging and reserve issues. In 2008, the ISAS will develop business
practices that support the West-wide System Model and Reliability Coordination.

The MIC is WECC’s interface with the North American Energy Standards Board
(NAESB), and participates in the NAESB standards development process. In 2008, the
MIC will help coordinate WECC member involvement in the activities of NAESB. The
MIC has not identified any Western Interconnection-specific business practices for
development in 2008.

Other examples of Regional Criteria are WECC’s Reliability Information Sharing Policy,
which details requirements for sharing data, and WECC’s Transmission Planning Criteria.
In 2008, additional Regional Criteria will be developed as needed to supplement approved
Reliability Standards.

Compliance Enforcement Program

The cost of WECC's compliance activities in 2008 is $6,:379,418:5,758,085. 2008 will be
WECC's first full year enforcing FERC-mandated compliance. The increase in cost is
attributable to an additional six months of compliance activities, an increase of 9.4 FTE
over 2007, and an overrun of the 2007 budget of $1,120,941 which was taken from the
WECC reserve account. The additional WECC staff included in 2008 includes positions to
support the review of compliance documentation. Costs and comparison to 2007 are shown
in the following table.

2007 Budget | 2007 Projection 2008 Budget
6.6 12 16

FTEs
Total Direct Funding $919,800 $2,040,741 $5,029,781
Total Indirect Funding $1,348,509 $1,738,136 $1.349,337728,30
Hardware/Software/Services 4
Total Funding $2,268,309 $3,778,877 3/49,1185,758,
085
Background

Compliance enforcement is essential to WECC’s mission as a Regional Entity. WECC’s
CMEP has two major components:

o Compliance enforcement, violation mitigation and settlement negotiations.
e Representing WECC in any hearing or appeal process.

Both components are overseen by the Director of Compliance, who reports to the WECC
Chief Operating Officer.
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As a recognized Regional Entity, and pursuant to the terms of the NERC/WECC
Delegation Agreement, WECC is required to monitor and enforce compliance with
Reliability Standards by users, owners and operators of the bulk power system in the
United States.

WECC has been supplying NERC with regular updates to its list of registered entities—
users, owners and operators of the bulk power system who have been registered as being
subject to Reliability Standards. Only users, owners and operators of the bulk power
system in the United States are required to register and be included in the compliance
registry.

In its March 16, 2007 Order 693, FERC noted that it would revisit the definition of bulk
power system. Changes made to this definition by FERC in 2008 may require additional
outreach and education as well as modifications to the registry.

In 1996, the WSCC created a contract-based compliance enforcement mechanism—the
RMS—that has grown to encompass 15 standards. WECC will maintain the RMS until all
standards included in the RMS program are incorporated into the NERC program for the
United States and the provincial programs for Alberta and British Columbia. Compliance
in Mexico will rely on the RMS for the foreseeable future.

Compliance Enforcement Program Objectives

In Order 693, FERC directed Regional Entities to focus their enforcement resources on
violations that pose the greatest risk to system reliability, and to use prosecutorial
discretion in assessing penalties through the end of 2007. In 2008 WECC is adding
resources to ensure compliance with FERC’s orders.

WECC will identify alleged violations of Reliability Standards through a variety of means
including:

e Compliance Audits — On-site and table-top audits.

o Self-Certification — The Registered Entity attesting to compliance or non-
compliance with standards on an annual basis.

e Spot Checking — The Compliance Staff checking compliance with a specific
standard. Spot Checking is normally used to verify Self-Certification.

e Compliance Violation Investigations — Conducting investigations of complaints or
other alleged violations.

e Self-Reporting — A new monitoring process that is specifically designed to work in
conjunction with a Registered Entities’ continuous monitoring efforts by their
internal compliance programs.

e Periodic Data Submittals — Monthly and quarterly reports that are submitted
regarding compliance with certain standards.

e Exception Reporting — Reporting required on a small set of standards when a
violation occurs.
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e Complaints — Alerting the Compliance Staff to a potential violation that is then
investigated.

A Readiness Evaluation (discussed in a subsequent section) may also identify potential
violations that the WECC Compliance Staff may investigate subsequent to the issuance of
the Readiness Evaluation report.

WECC’s Compliance Staff will conduct investigations of alleged violations of Reliability
Standards, with assistance at times by NERC. To ensure the independence of the CMEP,
industry volunteers will not participate directly in compliance audits or activities. WECC
staff from outside the Compliance Department may provide technical advice to
Compliance Staff.

WECC will implement a Compliance Advisory Group (CAG) in 2008. All Registered
Entities will be eligible for and encouraged to participate in this group. The CAG will
serve two functions. First, the WECC Compliance Staff will use the CAG to keep
Registered Entities informed regarding changes to the compliance program and reporting
requirements. Second, the CAG will provide a forum for the Registered Entities to give
feedback to the WECC Compliance Staff on the implementation of the compliance
program.

Compliance Audits will be performed for all Registered Entities. On-site audits will be
conducted for BAs, Transmission Operators and Reliability Coordinators at least once
every three years. WECC will conduct 14 on-site audits in 2008.

For all other Registered Entities, table-top audits will be conducted beginning in 2008
pursuant to a negotiated schedule between NERC and WECC. Table-top audits will utilize
the same audit methods and formality as the on-site audits. However, in a table-top audit,
the compliance documentation will be reviewed in the WECC compliance office instead of
on-site at the Registered Entity’s facility.

In 2008, WECC will require the support of four to five contractors to perform audits and
assist with the workload while maintaining the independence of the CMEP from the users,
owners and operators of the bulk power system.

Hearings and Review
The cost of WECC Hearings and Reviews in 2008 is 610.768,103. The cost and

associated staffing are required to meet WECC’s obligation under its Delegation
Agreement to provide a fair hearing process. In 2007, the Hearings and Review process
was included in the CMEP costs. One Hearing Officer came on staff in 2007. In 2008,
WECC will add a second Hearing Officer, a Legal Secretary and a technical and support

person. Costs are shown in the following table.
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2007 Budget 2007 Projection 2008 Budget

Total FTEs 0 15 4

Total Direct Funding $0 $137,412 $659,276

Total Indirect Funding $0 $217,267 $337,334108,82
7

Total Funding $0 $354,679 $996.610768,10
3

Background

WECC has proposed a process for conducting hearings and rendering decisions when a
Registered Entity contests alleged violations, sanctions, penalties or mitigation plans.
These decisions will be reviewed by the Compliance Hearing Body (CHB). The WECC
Board approved the CHB Charter in April 2007. This charter describes the responsibilities,
makeup and processes for selecting the CHB pool and for selecting CHB panels for
individual cases.

WECC’s hearing process will be conducted pursuant to Exhibit D, Attachment 2,
“Compliance Enforcement Authority Hearing Process” of the Delegation Agreement.
WECC’s Hearing Officer will conduct the evidentiary hearings in the majority of cases and
issue proposed decisions. The proposed decisions, along with exceptions by the parties,
will be submitted to a CHB panel for consideration and final decision on behalf of the
WECC region. In cases of particular complexity or significant regional interest, a CHB
panel may conduct or participate in the evidentiary hearing. WECC Hearing Staff will
support the CHB.

Appeals of regional decisions will take place at NERC. While no new evidence may be
introduced on appeal, NERC may remand decisions to WECC with comments. Subsequent
appeals may also be taken to FERC and to the U.S. Circuit Court of Appeals. WECC’s
Hearing Officer will work with the Chair of the CHB and will report to WECC’s Chief
Executive Officer. The Hearing Staff is independent from the Compliance Enforcement
Staff.

Hearings and Review Program Objective

Establish a CHB pool to ensure balance, technical expertise, diverse experience, and
independence to fill hearing panels.

Situational Awareness/Reliability Coordination

The cost of WECC's Situational Awareness and Reliability Coordination activities in 2008
is $13;673,432.21,307,871. The two main drivers of this cost are an increase in staff and
the implementation of the Reliability Coordination Strategic Initiative, which includes the
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to-2007-are-shown-in-the following-table- and the accelerated implementation of the two
Reliability Coordination Centers in 2008. . As revised, through an amendment approved
by WECC’s Board of Directors on December 6, 2007, the approximately $6 million

increase in the budget will be funded by a line of credit and repaid in 2009-2010, and
therefore does not require an increased 2008 assessment.

Category 2007 Budget | 2007 Projection | 2008 Budget ‘
—_6—

FTEs 32° 35 50-'49
Total Direct Funding | $6,957,136 $8,802,532 $12,155.42818,007,8
42
Total Indirect Funding | $817,278 $1,013,913 $4,518.0043,300,030
Total Funding $7,774,414 $9,816,445 $13,673,432-
21,307,871
Background

Beginning in 1996, as a response to restructuring and open access to the transmission
system, WSCC established Security Coordinators. These Reliability Coordinators (as they
were subsequently designated) monitor real-time conditions on the bulk power system and
provide leadership coordination, technical expertise and assistance to the BAs.

WECC currently has three Reliability Coordination Centers. Collectively, the Reliability
Coordinators have a real-time,~wide-area view of the bulk power system. Through
contractual agreements and the existence of mandatory standards, Reliability Coordinators
have the ability to give directives to the BAs to protect system reliability. WECC’s
Reliability Coordinators are subject to applicable NERC standards.

The Reliability Centers are hosted by major transmission operators who charge WECC for
overhead and other costs associated with the centers. Reliability Coordinators at those
centers are employees of the host organization, WECC or are independent contractors. All
compensation is paid by WECC. Compensation constitutes the largest portion of the
Reliability Coordination budget.

® Four of the 2007 FTEs are direct WECC employees
® Seven of the 2007 FTEs are direct WECC employees.

7. ‘ 00¢ - |
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WECC’s Reliability Coordinators are overseen by the Director of Reliability Coordination
(a WECC employee). The Reliability Coordination Subcommittee, a subgroup of the OC,
assists the Director of Reliability Coordination with the management of the Reliability
Coordinators.

In 2006, the WECC Board approved a strategy designed to make reliability coordination in
the Western Interconnection more effective and efficient. This strategy will be

Hnplemented-during2008—2009+esultingresult in a consolidation of Reliability Centers

from three to two, the development and use of a common model—the WSM—and tools,
and increased independence of the Reliability Coordinators.

During the December 2007 WECC board meeting, the following initiatives were approved:

=

Both of the new Reliability Centers are scheduled to be operational
by January 1, 2009;

The centers will be separated from their current host utilities and
located in new facilities in Vancouver, Washington and

Loveland, Colorado;

The centers will be hosted and operated by WECC,;

The WSM will also be hosted at each of the centers; and

The amended budget for Situational Awareness and Reliability
Coordination will be used to fund the accelerated implementation of
the new Reliability Centers.

I~

O [~ oo

Operation of both Reliability Centers by January 1, 2009 will produce reliability
improvements resulting from the consolidation and from the common hosting of the WSM.
Reliability will also be enhanced by simultaneous initial operation of both centers and the
WSM. This negates the need for parallel operation of the three existing Reliability Centers
and the two new Reliability Centers during the transition phase. WECC has determined
that this revised schedule results in the most cost-effective implementation of the RC
Initiative. Among other things, it reduces the remaining period in which WECC must fund
the three existing Reliability Centers.

In addition to the Reliability Centers, WECC operates the WECC Operations Network, the

WECC Messaging System, and the HV Data Pool which provides notification_.and
information to all operators of equipment outages or changes to the system.

Reliability Coordination Objective

WECC'’s Reliability Coordinators’ only objective is the reliability and protection of the
bulk power system. Goals in 2008 include the completion of the WSM and tools, and the
completion of the-first-ef two new Reliability Centers.

West-wide System Model

The WSM will provide a common view of the entire Western Interconnection to WECC’s
Reliability Coordinators. This will allow each Reliability Center to serve as backup for the
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other. The WSM will be a platform on which advanced applications and common tools
will be built. Through the use of these tools, real-time stability and other studies can be
performed.

The WSM hest-site-which-may-be-at-a-different-location-thanprimary and back up host

sites will be located at the Reliability Centers;-will-be-operationalwith-business-heurs
suppertin-ApriH-of2008.Coordination centers in Vancouver, WA and Loveland, CO.

Testing, and the creation and integration of advanced applications, will continue through

the-remainderof-the-year-ltis-expected-that- by-January-1,-2009;2008 and the WSM will be
fully operational and-centinuoushy-supported—on January 1, 2009.

Western Interchange Tool

The WIT was implemented in January 2007 and uses existing e-Tag systems and protocols
to ensure balanced interchange between BAs. The WIT will eliminate the possibility of
BAs controlling to different Net Scheduled Interchange values, resulting in reduced
Primary Inadvertent Interchange.

The WIT also provides Interchange Scheduling information to Reliability Centers,
allowing them to comply with the new NERC IRO standards.

The OC is responsible for the use and funding of the WIT and the costs of the WIT in this
plan and in the WECC budget are allocated to the OC. The cost of this tool in 2008 is
$619,000.

Reliability Centers
Fhefirstof twoBoth new WECC Reliability Coordination Centers isare planned to be
operational by January 1, 2009. This timeline will dictate Reliability Coordination actions

for 2008. New-hosting-arrangements-and-staffing-forWECC will host and staff the two new
Reliability Centers-wit-be-finahizedin-2008--. The training of Reliability Coordinators

under the new Reliability Center arrangement will also begin in 2008.

Transition and Retention

The security of the bulk power system during the transition to new centers and tools will
require the retention of WECC’s highly skilled Reliability Coordinators. In 2008, WECC
will devote special attention to the retention of its existing coordinators and the
maintenance of its current systems and relationships_through its retention and relocation

plan.

Readiness Evaluation

The cost of WECC’s Readiness Evaluation activities in 2008 is $544,208.405,313. The
decrease in cost is accompanied by a 1.5 FTE realignment. Resources previously assigned
to this function have been absorbed by the Compliance Department. Costs and comparison
to 2007 are shown in the following table.
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2007 Budget | 2007 Projection 2008 Budget

Total FTEs

Total Direct Funding $618,984 $269,610 $342,541

Total Indirect Funding $715,118 $289,689 $168.,66762,772
Total Funding $1,334,102 $559,299 $511,208405,313
Background

Readiness Evaluation is a NERC program designed to assess an entity’s ability to operate
reliably in the future as well as operating contingencies. Readiness Evaluations also
generate examples of excellence that are circulated to the industry to improve operations.
A team of industry conducts readiness Evaluations on-site. This team reviews
documentation and conducts interviews with employees. At the close of the evaluation, the
team gives a presentation citing good operating practices and making recommendations for
improvement. Any recommendations generated in evaluations are tracked for resolution by
the Compliance Monitoring and Operating Practices Subcommittee, a subgroup of the OC.

Readiness Evaluation teams consist of six members: a WECC and a NERC co-lead and
four industry volunteers drawn from both inside and outside of the Western
Interconnection. In some evaluations, a FERC staff person may participate. Readiness
Evaluation programs in WECC are under the direction of an Assistant Director of
Operations. As originally conducted in the West, Readiness Evaluations were also part of
the CMEP.

Readiness Evaluation Program Objective

WECC participates in Readiness Evaluations to assure that the Western Interconnection
stands at the highest degree of readiness. This program enables participants to exchange
best practices.

The WECC Readiness Evaluation Staff will work to ensure that the evaluation team
understands operating practices and that WECC members are prepared for the evaluations.
WECC will conduct 17 Readiness Evaluations in 2008.

Reliability Assessments and Studies

The cost of WECC’s Reliability Assessments and Technical Studies in 2008 is
$4,375,796-3,880,437. The decrease in cost for this function is driven primarily by
reallocation method of overhead and direct assigning of project costs to particular area.
The funding will also support the improvement of the WECC Transmission Expansion
Planning Database. Costs and comparison to 2007 are shown in the table below.
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2007 Budget | 2007 Projection 2008 Budget

Total FTEs 12 11 13

Total Direct Funding | $2,373,160 $2,004,706 $3,279,459

Total Indirect Funding | $2,451,834 $1,593,291 $1,096,337600,978
Total Funding $4,824,994 $3,597,997 $4.3#5,7963,880,437
Background

WECC conducts a variety of studies and assessments required for the reliable planning and
operation of the system, including the WECC Power Supply Assessment. This work is
overseen by the Director of Technical Services.

The WECC Power Supply Assessment studies the resource capacity margins on a WECC-
wide basis. These studies identify sub-regions within WECC that have the potential for
electricity supply shortages based on reported demand and resource data and transmission
constraints.

The WECC Power Supply Assessment presents the results of a set of resource capacity
margin scenarios for the Western Interconnection. This Assessment uses a deterministic
load-resource model to examine the effect of various design criteria relative to the load
forecast requirements. The studies are done annually and cover a future ten-year period.
Different scenarios are defined for each year’s assessment. The assessment is based on the
physical ability of the Western Interconnection to supply all loads regardless of contractual
obligations.

Improvements are made each year to both the energy and capacity assessments. Recent
improvements include scenario inputs (for example, extreme weather) and improved
modeling and data quality. This work is performed by WECC staff under the direction of
the PCC and the Loads and Resources Subcommittee (LRS).

WECC provides energy and capacity information to NERC for seasonal and long-term
reliability assessments each year. This allows NERC to complete the assessments required
under Section 215 of the Federal Power Act.

Transmission Expansion Planning

The Transmission Expansion Planning Policy Committee (TEPPC) operates under a
charter approved by the Board and has 17 members representing all classes of stakeholders
with representation from all geographic sub-regions of WECC. This function was initiated
in 2007.

WECC has a role in meeting the region’s needs for regional transmission planning and
analyses. WECC accomplishes this by providing impartial and reliable data, public process
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leadership and analytic tools and services. The TEPPC charter directs three primary
functions:

e Overseeing transmission database management.
e Providing policy and management of the planning process.

¢ Guiding the analysis and modeling for Western Interconnection transmission
expansion planning.

TEPPC and its subgroups work closely and coordinate with Western state, provincial and
federal government entities.

Reliability Assessments and Studies Program Objectives

In 2008, WECC staff, with the assistance of the Technical Advisory Subcommittee (TAS)
of TEPPC, will complete an update of the Transmission Expansion Planning Database.
This database will include information regarding load, transmission, fuel price, existing
generation and planned generation. WECC staff will use this database to simulate Western
regional production costs under various loads, gas prices, hydro and other scenarios. The
goal is a comprehensive, current and well-validated database that can be readily used to
identify where transmission expansion may be needed. The database can be used to
evaluate the ability of transmission, generation and demand-side resources to satisfy needs
across the Western Interconnection.

TEPPC will perform studies on congestion in the Western Interconnection for members
and for the Department of Energy (DOE). This congestion work will allow the DOE to
meet its requirements under the EPAct.

Loads and Resources

In 2008, WECC will continue to improve its loads and resources data gathering and
analysis. The WECC staff, assisting the LRS, will provide analysis of resource adequacy in
the Western Interconnection.

Studies

Each year, under the direction of the Technical Studies Subcommittee (TSS), the WECC
Technical Staff compiles a ten-year data bank of power flow base cases and associated
stability data. TSS designates the case scenarios, specifying system configurations and
operating conditions. These base cases are included in the WECC data bank.

WECC conducts annual Loads and Resources assessments using base cases of near-term
and longer-term system performance. WECC staff, following guidance from the TSS,
develops a study report covering operating and transfer conditions. WECC staff prepares
study results for TSS and PCC approval. Additionally, these studies are used in
determining stability limits required in NERC Reliability Standards.

2008_Amended Business Plan and Budget 18



Section A — 2008 WECC Business Plan

Western Electricity Coordinating Council

Training

The cost of the WECC operations training in 2008 is $979,092.859,150. This cost is
completely offset by the revenue generated from registration fees. The increase over 2007
comes from the hiring of a trainer and additional support staff. Costs and comparison to
2007 are shown in the following table.

2007 Budget 2007 PrOjeCtIOI’] 2008 Budget

| Total FTEs |

Total Direct Funding $552,396 $429,222 $726,090

Total Indirect Funding $306,479 $289,690 $253,002133,060
Total Funding $858,875 $718,912 $979,092859,150
Background

WECC is a provider of continuing education conducting training for operators, schedulers
and dispatchers. WECC conducts training classes 24 to 26 weeks per year in Salt Lake
City. Curriculum is developed with the assistance of the Operations Training
Subcommittee of the OC.

The Training Department currently includes one full-time trainer and one support staff
person. In 2008, WECC will hire an additional trainer and will continue to use contractors
to accomplish the program.

Training Objective

WECC will continue to provide high-quality continuing education for operators,
schedulers and dispatchers. It will review and revise the curriculum as needed, and will
provide training on NERC standards and on WECC standards and practices.

Administrative Services

The cost of WECC’s Administrative Services activities in 2008 is $3,385,804. The
decrease in cost is largely a result of realignment of WECC staffing and functions. The
remaining new FTEs are two Administrative Assistants, and Communications and
Information Technology positions. Costs and comparison to 2007 are shown in the
following table.
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2007 Budget 2007 Projection 2008 Budget
5 13 17

FTEs
Total Funding $3,986,503 $3,899,703 $3,385,804

Background

WECC’s Administrative Staff is responsible for the areas of human resources,
communications, information technology and programming, accounting and finance, and
executive oversight. Both the Chief Executive Officer and the Chief Operating Officer
have their time allocated to this category.

The FAC of the WECC Board works with the Chief Administrator, who is responsible for
developing the budget and supporting material.

Human Resources

WECC’s Human Resources (HR) activities are carried out by the Director of Human
Resources, who reports to the Chief Operating Officer. The labor market for electricity
industry professionals is highly competitive. An area WECC’s HR will focus on is staffing,
recruiting and retention. The HR Department will improve the systems used in
administering compensation and benefits to achieve cost efficiencies.

In 2008, the HR department’s objective is to handle all human resource issues needed to
allow WECC to achieve its goals.

Information Technology

WECC'’s Information Technology Staff includes a network administrator, a programmer
and a webmaster. These positions report to the Chief Operating Officer.

Major improvements in both hardware and software were implemented in 2007.

In 2008, the Information Technology department’s objective is to make refinements and
improvements to its administrative database and website. Examples of planned
improvements are: improved handling of loads and resources data, online workshops,
meeting registration, tracking of attendance and voting, and improved and more efficient
communications with members.

Legal and Regulatory

As the industry has negotiated the path to mandatory standards in the United States,
WECC has worked to ensure that its positions were understood and its rights under the
legislation defended. This will continue in 2008.

WECC retains legal counsel for internal and external issues. These attorneys interface with
the Chief Executive Officer.
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The WECC Board approved a charter for a Regulatory Committee in April 2007. This
committee will provide assistance in responding to and corresponding with various
regulatory authorities. This committee will be made up of regulatory experts who are
volunteered by their employers to provide timely advice to WECC’s Chief Executive
Officer.

In 2008, WECC expects to amend its Bylaws to reflect the fundamental changes required
by the EPAct and FERC orders.

Finance and Accounting

WECC has a full-time accountant on staff and half of the Chief Administrator’s time is
allocated to finance and accounting. The Chief Administrator supports the FAC.

In accordance with its Delegation Agreement, WECC bills LSEs and/or BAs in the United
States for costs approved by FERC as statutory. WECC also bills BAs in Alberta, British
Columbia and Baja California Norte for support of NERC and for WECC costs approved
by the WECC Board.

In 2008, the objectives of the Finance and Accounting Staff are to openly communicate
with WECC members about the costs of projects, to meet all budgeting and reporting
deadlines and to refine financial controls.

Board and Committee Activities

The cost of WECC’s Board and the Standing Committees in 2008 is $1,674,211. The
reduction in cost, along with the 4.6 FTE reduction in staffing, reflects the reallocation of
personnel to the Administrative Services section. Costs and comparison to 2007 are shown
in the following table.

Category 2007 Budget 2007 Projection | 2008 Budget

FTEs | 8.6 3 4
Total Funding $2,122,650 $1,531,972 $1,674,211
Background

Board of Directors

As noted in the introduction, WECC is governed by a 32-member Board. 25 of the
directors represent member classes. 7 directors are not affiliated with any WECC member
or potential member. These Non-affiliated Directors are compensated for their time on the
Board and on Board Committees.

Six Board Committees are responsible for governance, policy development and
administration. They are:
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e Operating Transfer Capability Policy Committee — provides coordinated standards
development and determination of seasonal operating transfer capabilities within the
Western Interconnection.

e Transmission Expansion Planning Policy Committee — oversees database
management, provides policy and management of the planning process, and guides
the analyses and modeling for the Western Interconnection’s transmission expansion
planning.

e Governance and Nominating Committee — nominates candidates for the Board and
makes recommendations for Bylaws and other governance changes.

e Human Resources and Compensation Committee — administers all matters of human
resources and compensation for WECC employees.

¢ Reliability Policy Issues Committee — assists the Board in reviewing policy-level
reliability issues and develops appropriate recommendations for Board consideration.

e Finance and Audit Committee — assists the Board in the discharge of its responsibility
to monitor the component parts of the audit process and the integrity of WECC’s
financial reporting.

Standing Committees
WECC has three Standing Committees of members:

e Operating Committee — The OC advises and makes recommendations to the Board
on all matters within the jurisdiction of WECC that apply to maintaining reliability
through the operation and security of the interconnected bulk power systems in the
Western Interconnection. The OC has nine subcommittees.

e Planning Coordination Committee — The PCC recommends criteria for the adequacy
of power supply and for elements of system design that affect the reliability of the
interconnected bulk power systems. The PCC collects data and studies the operation
of the interconnected systems necessary to determine the reliability of the Western
regional bulk power system. The PCC evaluates proposed additions or alterations in
facilities in relation to established reliability criteria. The PCC has four
subcommittees.

e Market Interface Committee — The MIC considers matters pertaining to the impact of
reliability standards, practices, and procedures on the commercial electricity market
in the Western Interconnection and facilitates analysis of the impact of electricity
market practices on electric system reliability. The MIC has two subcommittees.

The Joint Guidance Committee ensures that the Standing Committees and their respective

subcommittees coordinate and communicate regarding electric system reliability and
market issues of mutual applicability.
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Western Renewable Energy Generation Information System
(WREGIS) — A Non-Statutory Activity

The cost of WREGIS in 2008 is $480,710. This is a reduction from 2007 and reflects the
end of costs associated with WREGIS’ startup. WREGIS costs fall outside of Section 215
of the Federal Power Act and are funded through user subscriptions to the program.
Backstop cost coverage comes from the California Energy Commission. Costs and
comparison to 2007 are shown in the following table.

Category 2007 Budget 2007 Projection 2008 Budget
Direct Costs $370,473 $301,809 $331,266
Indirect Costs $153,206 $209,731 $149,444
Total Costs $523,679 $511,540 $480,710
Background

State and provincial governments in the Western Interconnection are developing renewable
portfolio standards. WREGIS has been created to track the ownership of Renewable
Energy Certificates (RECs).

WECC is the institutional home of WREGIS and the WREGIS Administrator reports to the
WECC Chief Executive Officer. WREGIS is governed by a seven-member committee
composed of industry representatives, state and provincial government representatives, and
an appointee of the WECC Board.

WREGIS will become operational in July 2007.
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Acronyms Used in this Business Plan

AESO - Alberta Electric System Operator

BA - Balancing Authority

BCTC - British Columbia Transmission Corporation

CAG - Compliance Advisory Group

CFE — Comision Federal de Electricidad

CHB — Compliance Hearing Body

CMEP - Compliance Monitoring and Enforcement Program
DOE - U.S. Department of Energy

EPAct — Energy Policy Act of 2005

ERO - Electric Reliability Organization

FAC - Finance and Audit Committee

FERC — Federal Energy Regulatory Commission

FTE - Full-time Equivalent

HR — Human Resources

ISAS - Interchange Scheduling and Accounting Subcommittee
LRS - Loads and Resources Subcommittee

LSE - Load Serving Entity

MIC - Market Interface Committee

MIS — Market Issues Subcommittee

NAESB — North American Energy Standards Board

NEL — Net Energy for Load

NERC - North American Electric Reliability Corporation
OC - Operating Committee

PCC - Planning Coordination Committee

REC - Renewable Energy Certificate

RMS — Reliability Management System

RRS - Regional Reliability Standard

SIS — Seams Issues Subcommittee

TAS - Technical Advisory Subcommittee

TEPPC - Transmission Expansion Planning Policy Subcommittee
TSS — Technical Studies Subcommittee

WECC - Western Electricity Coordinating Council

WIT — Western Interchange Tool

WREGIS - Western Renewable Energy Generation Information System
WSCC — Western Systems Coordinating Council

WSM - West-wide System Model
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Section B — 2008 Budget

Personnel Analysis

Table 1 shows staffing by program area for the 2007 and 2008 budgets. These staffing numbers

include only actual WECC employees. Reliability-Coordinaters-whe-are-net-employees-of
WECC-are-netincluded:

Table 1: Staffing by Program Area

Table 1
Budget Budget

Total FTEs by Program Area 2007 2008
Reliability Standards 2.3 4 1.7
Compliance Monitoring and
Enforcement 6.6 16 94
Hearings 0 4 4
Situational Awareness 4 1849 1445
Readiness Evaluation 3.5 2 -1.5
Reliability Assessments and Studies 12 13 1
Training 1.5 3 1.5
Board and Committees 8.6 4 -4.6

Administrative Programs

Administrative Services 1 12 11.5
Communications and IT 2 3 1
Human Resources 1 1 0
Legal and Regulatory 0 0 0
Accounting 1 1 0
WREGIS 3 3 0
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Section B — 2008 Budget

2007 Budget & Projection and 2008_Amended Budget Comparisons
Table 2

Statement of Activities
2007 Budget & Projection, and 2008

2007 2007 Variance Variance
Budget Projection

ERO Funding $16,943,168 $16,943,168 $-- $26,596,512 $9,653,344
Membership Dues $-- $-- $-- $-- $--
Testing Fees $-- $-- $-- $-- $--
Services & Software $528,801 $555,111 $26,310 $726,090 $170,979
Interest $352,000 $491,060 $139,060 $609,400 $118,340
Miscellaneous $8,400 $9,661 $1,261 $8,400 (%1,261)
Loan Financing $5,852,414
Total Funding $17,832,369 $17,999,000 $166,631 %ﬁ $9,941,402

Expenses

Personnel Expenses

Salaries $3,906,396 $4,708,063 $801,667 $6'8456'892373M $2’01137; *7963499
Payroll Taxes $303,187 $438,367 $135,180 $412,679776,154 €$25'7688789£J
Benefits $1,032,704 $926,902 ($105802)  THTI0E 497@ $8638'45r]515l:76
Retirement Costs $381,491 $365,788 ($15703)  $388.038416,743 200 5@
$9.437,66314,61  $2,998,5438,

Total Personnel Expenses $5,623,778 $6,439,120 $815,342 4,221 75,101
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Meeting Expenses

Meetings
Travel
Conference Calls

Total Meeting Expenses

Operating Expenses
Consultants
Contracts

Office Rent

Office Costs
Professional Services

Computer Purchase &
Maintenance

Furniture & Equipment

Total Operating Expenses

$613,543
$717,458

$13,727

$1,344,728

$545,954
$6,389,007

$253,702

$912,669

$1,199,372

$1,524,180
$0

$10,824,884

Projection

$585,187
$641,022

$161,382

$1,387,591

$998,288
$6,254,318

$279,683
$1,046,218

$1,370,697

$1,519,988
$28,000

$11,497,192

Variance

($28,356)
($76,436)
$147,655

$42,863

$452,334
($134,689)
$25,981
$133,549
$171,325

($4,192)
$28,000

$672,308

Variance

$738,597 $153,410
$930,982 $289,960
$116,497 ($44,885)
$1,786,076 $398,485

$1;246:5001,259, $248.212261,

719 431
$8,605,8177,138, $2,351,49988
407 4,089
$218,588474,
$498.271753,871 188
$1.549,8081,697, $503.590651,
228 010
$1.650,2211,653, $279-524283
821 124
$2,045,1043,768, $525:1162,24
532 8,544
$0 ($28,000)
$1559572116,2  $4.098,5294,
71,578 774,386

Total Expenses

Change in Assets

2008 Business Plan and Budget

$17,793,390

$38,979

$19,323,903

($1,324,903)

$1,530,513

($1,363,882)

$1,120,942 $2,445,845
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Chief Executive Officer
Table 3: 2008 WECC Staff Organization
| I I I
WREGIS Administrator Hearing Officer Chief Operating Officer Director, Administrative
Services
| | ]
WREGIS Staff 3 Positions TG — . - [ ]
iti mmunications uman Resources -
£ ostons 5 Positions 1.5 Positions nmun_ltant Administrative
Staff
5.5 Positions
I I I I I I
Director, Standards Directar, Director, Compliance Directar, Directar, Director, Operations
] Technical Services | Market Interface Reliability Coardination |
Standards Staff Compliance Staff Operations and
3 Pusitions B Pusitians Admininstrative Project ‘ Training Staff
Assistant Manager 7 Positions
Loads and Transmission
Resources Staff Expansion 5taff F——mmmm |
¥ Positions 4 Pasitians EMS RC RC
|| REAWEEC Staff Manager Manager Manager
Base Case Staff Study Support L Pasitions-
3 Pusitians 3 Pasitions EMS Administrative Administrative
Retability | Engineers Assistant Kssistant
: | -Eoordinator 9 Positions
Senior —
. e — Lead \ Lead \
Technical Expert P W | Coordinator | | Coordinator
— Engineers T ]
Retiabiity 4 Positions Reliability Reliability
|| Coordimater | Coordinators | Coordinators
JeamB- 12 Fasitions 12 Pasitions
to-Pirsirans '
: - RC RC
| Trainer | Trainer
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Table 4: 2008 WECC Organization Chart
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-

Compliance | Compliance Reliability
& & Reliability Situational | Situatienal . .
Stateme\r/\\ﬁ?CActivities Total I Statutory Statutory Stgltzlgc;r Statutory Statutory Reliability |Organization|Organization| Readiness Assef;ment Training & Awareness & |Awarepess& iohr:;r:gzs General & | Legal and Inforrgatlon Human |Accounting St:tzrt](;r WREGIS
2008 Budaget Total Total Total y Total Total Standards |Registration [Registration| Audit and P - Education|Infrastructurejtrfrastructure E— Admin |Regulatory Technolo Resources| & Finance Total y
9 & & Improvement Anelveis Security Seettrity 9y
Certification |Certification Y
810 820 820 700 740 831 780 780 500 400 610 350 410 450 950
Funding
ERO Funding 26,596,512 26,596,512 26,596,512 26,596,512 - 26,596,512 26,596,512 687,812 5,698,057 4,568,116~ 342,541 3,279,459 0 12,155,428 12,155,428 1,674,211 2,757,030 381,000 406,067 201,571 143,277 0 0
Membership Dues 480,710 480,710 - - 480,710 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 480,710 480,710
Testing Fees - - - - - 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Services & Software - - - - - 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Workshops 726,090 726,090 726,090 726,090 - 726,090 726,090 0 0 0 0 0 726,090 0 0 0 0 0 0 0 0 0 0
Interest 609,400 609,400 609,400 609,400 - 609,400 609,400 0 0 0 0 0 0 0 0 0 609,400 0 0 0 0 0 0
Miscellaneous 8,400 8,400 8,400 8,400 - 8,400 8,400 0 0 0 0 0 0 0 0 0 8,400 0 0 0 0 0 0
Loan -Financing 5,852,414 5,852,414 - 5,852,414 5,852,414
Total Funding 34,273,526 28,421,112 33,792,816 27,940,402 480,710 33,792,816 27,940,402 687,812 5,698,057 4,568,116 342,541 3,279,459 726,090 18,007,842 12,155,428 1,674,211 3,374,830 381,000 406,067 201,571 143,277 480,710 480,710
Average Salary 95,181 ———84:119- 95,766 ———84;519- 73,312 95,766 ——84,519- 99,290 96,371 96,371 77,961 77,813 76,141 105,472 —F575 112,193 85,233 58,296 124,510 66,216 73,312 73,312
FTE's 115.0 84.0- 112.0 810 3.0 112.0 810 4.0 20.0 20.0 2.0 13.0 3.0 49.0 18.0- 4.0 12.0 0.0 3.0 1.0 1.0 3.0 3.0
Expenses
Personnel Expenses
Salaries 10,945,763 —7,065,969- 10,725,827 —6,846,033- 219,936 10,725,827 6,846,033~ 397,160 1,927,416 1,927,416 155,922 1,011,574 228,423 5,168,145 1,288,351 448,773 1,022,801 0 174,888 124,510 66,216 219,936 219,936
Payroll Taxes 796,346 ——432,871- 776,154 —412.679- 20,192 776,154 412,679 26,796 133,980 133,980 14,745 87,087 21,853 484,057 120,582 29,496  (58,731) 0 22,123 7,374 7,374 20,192 20,192
Benefits 2,824,815 —1,919.331- 2,695,497 —1790,013- 129,318 2,695,497 1790613 68,667 318,554 318,554 45,781 297,552 53,942 1,453,221 547737 91,556 251,777 0 68,667 22,890 22,890 129,318 129,318
Retirement Costs 416,743 ——388,938 416,743 ——388,938- - 416,743 388,938 20,837 90,293 90,293 13,891 90,293 20,837 41,697 13,892 27,778 76,388 0 20,837 6,946 6,946 0 0
Total Personnel Expenses 14,983,667 —9;8074109- 14,614,221 — 9,437,663 369,446 14,614,221 9437663 513,460 2,470,243 2,470,243 230,339 1,486,506 325,055 7,147,119 1,970,562 597,603 1,292,235 0 286,515 161,720 103,426 369,446 369,446
Meeting Expenses
Meetings 739,797 739,797 738,597 738,597 1,200 738,597 738,597 32,826 121,447 121,447 18,684 121,447 263,546 28,026 28,026 37,368 68,543 0 28,026 9,342 9,342 1,200 1,200
Travel 950,986 950,986 930,982 930,982 20,004 930,982 930,982 34,211 252,244 252,244 22,807 148,246 51,611 193,791 193,791 45,614 125,439 0 34,211 11,404 11,404 20,004 20,004
Conference Calls 116,497 116,497 116,497 116,497 - 116,497 116,497 868 103,763 103,763 579 3,763 868 868 868 1,158 3,184 0 868 289 289 0 0
Total Meeting Expenses 1,807,280 1,807,280 1,786,076 1,786,076 21,204 1,786,076 1,786,076 67,905 477,454 477,454 42,070 273,456 316,025 222,685 222,685 84,140 197,166 0 63,105 21,035 21,035 21,204 21,204
Operating Expenses
Contracts & Consultants 8,437,990 —9;892,18%- 8,398,126 —9;852,317 39,864 8,398,126  9.852:317 0 946,000 946,000 32,500 842,568 26,800 5,763,257 #217449- 247,000 540,000 0 0 0 0 39,864 39,864
Office Rent 753,871 ——498,271- 753,871 ———498.271- - 753,871 498,271 18,508 226,825 226,825 12,338 80,200 18,508 274,108 18,508 24,677 67,861 0 18,508 6,169 6,169 0 0
Office Costs 1,715,184 —1;567.764- 1,697,228 —1;549,808- 17,956 1,697,228 1,549,808 11,937 76,736 76,736 7,960 474,053 16,595 375,645 228,225 653,120 61,285 0 11,937 3,980 3,980 17,956 17,956
Professional Services 1,683,585 —1,679.985- 1,653,821 —1;6506,221 29,764 1,653,821 1,650,221 73,107 340,314 340,314 15,404 100,132 23,107 566,707 5631074 30,811 84,728 381,000 23,107 7,702 7,702 29,764 29,764
Computer Purchase & Maint. 3,771,008 —2,047,580- 3,768,532 —2;045:104- 2,476 3,768,532 2,045,104 2,895 30,544 30,544 1,930 22,544 0 3,658,320 1,934,892 36,860 10,614 0 2,895 965 965 2,476 2,476
Services - - - - - 0 0 0
Furniture & Equipment - - - - - 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Operating Expenses 16,361,638 —15,685:/81 16,271,578 —15;595.721 90,060 16,271,578 15595721 106,447 1,620,419 1,620,419 70,132 1,519,497 85,010 10,638,037 9,962,181 992,468 764,488 381,000 56,447 18,816 18,816 90,060 90,060
Total Direct Costs 33,152,584 —274300:3# 32,671,874 —26,819:461 480,710 32,671,874 —26,819:461 687,812 4,568,116 4,568,116 342,541 3,279,459 726,090 18,007,842 12155428 1,674,211 2,253,889 381,000 406,067 201,571 143,277 480,710 480,710
Total Indirect Costs 5,060,015 5,060,015 5,060,015 5,060,015 - 5,060,015 5,060,015 126,045 837,131 837,131 62,772 600,978 133,060 3,300,030 1,518,004~
Total Costs 33,152,584 —27300:3# 32,671,874 —26,819:461 480,710 32,671,874 —26,819:461 813,857 5,405,247 5,405,247 405,313 3,880,437 859,150 21,307,871 —13;6¥3:432- 480,710 480,710
Change in Assets 1,120,942 1,120,941 1,120,942 1,120,941 - 1,120,942 - 0 1,120,941 0 0 0 0 0 0 1,120,941 (0) 0 0 0 0 0
FTE's 115.0 840 112.0 810 3.0 112.0 816 4.0 20.0 20.0 2.0 13.0 3.0 49.0 18:0 4.0 12.0 0.0 3.0 1.0 1.0 3.0 3.0
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ATTACHMENT C
COMPARISON OF APPROVED AND AMENDED 2008 BUDGETS
Approved
Category Budget Amended Budget Variance
Funding
ERO Funding $26,596,512 $26,596,512 $0
Services & Software $726,090 $726,090 $0
Interest $609,400 $609,400 $0
Miscellaneous $8,400 $8,400 $0
Loan Financing $5,852,414 $5,852,414
Total Funding $27,940,402 $33,792,816 $5,852,414
Personnel Expenses
Salaries $6,846,033 $10,725,827 $3,879,794
Payroll Taxes $412,679 $776,154 $363,475
Benefits $1,790,013 $2,695,497 $905,484
Retirement Costs $388,938 $416,743 $27,805
Total Personnel Expenses $9,437,663 $14,614,221 $5,176,558
Meeting Expenses
Meetings $738,597 $738,597 $0
Travel $930,982 $930,982 $0
Conference Calls $116,497 $116,497 $0
Total Meeting Expenses $1,786,076 $1,786,076 $0
Operating Expenses
Consultants $1,246,500 $1,259,719 $13,219
Contracts $8,605,817 $7,138,407 ($1,467,410)
Office Rent $498,271 $753,871 $255,600
Office Costs 1549808 $1,697,228 $147,420
Professional Services 1650221 $1,653,821 $3,600
Computer Purchase & Maintenance $2,045,104 $3,768,532 $1,723,428
Furniture & Equipment $0 $0 $0
Total Operating Expenses $15,595,721 $16,271,578 $675,857
Total Expenses $26,819,460 $32,671,874 $5,852,414
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Summar

Total
Description 2008 2009 | 2008-2012
Approved 2008 Budget $12,155| $16,571 $64,700
WECC Hosting Option $18,008 | $13,975 $62,227
. Third Party WSM Host Option $20,694| $16,051 $73,525




2010
$11,847,996

Approved 2008 Budget $12,155,428 $16,571,33 $11,987,996 $12,137,996 $64,700,748
Amended 2008 Budget (WECC Hosting Option) $18,007,842 $13,974,692 $10,081,356 $10,081,356 $10,081,356 $62,226,602
Third Party WSM Host Option $20,694,282 $16,051,492 $12,290,156 $12,193,156 $12,296,156 $73,525,242

Comparison of Assessments Under Approved and Amended Budgets

$10,081,356I $10,081.356| $10,081,356| $62,226,602

Loan repayment amounts are based on the following assumptions:

3. Interest estimated at 6.75% paid monthiy.

efficiencies or WECC's existing reserves.

1. Draw $5,852,414 million in four installments starting September 1, 2008.
2. Repay one-haif of principal on February 1, 2009 and remaining balance of principal on February 1, 2010.

4. 2008 interest ($130,363, reflecting assumtion that entire balance withdrawn on September 1, 2008) funded from operating

Amended 2008 Budget $18,007,842_r' $13,974,692

Line of Credit $5,852,414

Principal Repayment $2,926,207 $2,926,207

Estimated Interest Repayment $329,857 $132,338

Total Loan Repayment $3,256,064 $3,058,545

Revised Assessment $12,155,428 $17,230,756 $13,139,901 $10,081,356 $10,081,356 $62,688,796
Current Assessment per Year (2008 only) $12,155,428

Change from current assessment $0 $659,424 $1,291,905 -$1,906,640 -$2,056,640 -$2,011,952
KWH Impact Total 2009 l 201077

Cost to USA Customers: 84.66% of L.oan Principal $4,954,654 $2,477,327 $2,477,327

Cost to USA Customers: 84.66% of Loan Interest $391,294 $279,257 $112,037

Cost to USA Customers: 84.66% of Loan Principal & Interest $5,345,947 $2,756,584 $2,589,364|

Cents/ KWH for 84.66% of 941,000 GWH for USA Custs 0.00029 0.00028

Cents per year for average customer (13,000 KWH/yr) 3.81 3.58

Cents per year for California (6,818 KWH / year) 2,00 1.88




EXHIBIT 2



Item 14 — Amended WECC 2008 Business Plan and Budget (as approved by the
NERC Board of Trustees Feb. 12, 2008)

WHEREAS, on August 1, 2007, the Board of Trustees of the North American Electric
Reliability Corporation (hereinafter “NERC”) approved the proposed 2008 Business Plan and
Budget (hereinafter the “2008 BP&B”) of the Western Electricity Coordinating Council
(hereinafter “WECC”) and directed management of NERC to file the 2008 BP&B of WECC with
the Federal Energy Regulatory Commission (hereinafter the “Commission”); and

WHEREAS, on August 24, 2007, NERC filed the 2008 BP&B of WECC with the
Commission for acceptance and requested approval by the Commission of the proposed 2008
assessments to load-serving entities (hereinafter, “LSESs”) in the WECC region that would result
from acceptance of the 2008 BP&B of WECC; and

WHEREAS, on October 18, 2007, the Commission issued an Order in Docket No.
RMO06-16-000 accepting the 2008 BP&B of WECC and approving the proposed 2008 WECC
assessments, but directing that NERC make a compliance filing to address certain corrections and
clarifications in the 2008 BP&B of WECC; and

WHEREAS, on December 14, 2007, NERC made a compliance filing with the
Commission in response to the directives in the Commission’s October 18, 2007 Order, which
included a corrected 2008 BP&B of WECC; and

WHEREAS, on January 10, 2008, WECC submitted to NERC a proposed amendment
(hereinafter the “2008 WECC Amendment”) to the 2008 BP&B of WECC, with supporting
materials and explanation (hereinafter, the “WECC Request”), and requested that NERC approve
the 2008 Amendment and certain related proposals and thereafter file the 2008 Amendment and
the related proposals with the Commission for approval; and

WHEREAS, the 2008 WECC Amendment and related proposals would provide for,
among other things (i) acceleration of the schedule for consolidation and operation of the WECC
Reliability Centers and the WECC Westwide System Model (hereinafter “WSM”) at two
locations in Vancouver, Washington, and Loveland, Colorado, to be hosted by WECC rather than
by balancing authorities or other third parties, such that both Reliability Centers and the WSM are
operational by January 1, 2009, (ii) an increase in WECC budgeted directed expenditures for
2008 of $5,852,414 (of which the U.S. portion would be $4,954,654) in the Situational
Awareness/Reliability Coordination function over the amounts specified in the 2008 BP&B, and
an associated reallocation of WECC budgeted indirect expenditures for 2008 among the WECC
programs (with no overall increase in budgeted indirect expenditures), (iii) hiring of an additional
31 full-time equivalent (hereinafter “FTE”) WECC employees in the Situational
Awareness/Reliability Coordination function over the number of WECC FTE employees
provided for in the 2008 BP&B, (iv) no increase in the WECC assessments to LSEs in the WECC
region for 2008 over the assessments approved in the Commission’s October 18, 2007 Order, (v)
funding of the proposed increase in WECC budgeted 2008 expenditures through a line of credit
with a commercial lender on terms and conditions described in the WECC Request, and (vi)
inclusion of amounts expended in 2009 and 2010 for repayment of, and interest payments on,
loan amounts drawn under the line of credit agreement, in the WECC assessments to LSEs in the
WECC region during 2009 and 2010, in amounts currently estimated to be $3,256,064 (U.S.
portion $2,756,584) in 2009 and $3,058,545 (U.S. portion $2,589,364) in 2010; and



WHEREAS, the Board has reviewed the WECC Request, and has received reports and
recommendations on the WECC Request from the Western Interconnection Regional Advisory
Board (“WIRAB”), from the management of NERC and from the Finance and Audit Committee
of the Board, with WIRAB, management and the Finance and Audit Committee recommending
the Board approve the 2008 WECC Amendment and the related proposals; and

WHEREAS, based on the aforementioned review, reports and recommendations, the
Board has concluded that the 2008 WECC Amendment and the related proposals are reasonable,
appropriate and justified on grounds of improvements to reliability in the Western
Interconnection, increased independence of the reliability coordination function in the Western
Interconnection, and long-term cost effectiveness,

RESOLVED,

€))

()

that the NERC Board of Trustees:

(a)

(b)

approves the 2008 WECC Amendment, which includes an increase in
budgeted 2008 WECC expenditures of $5,852,414 (U.S. portion $4,954,654)
in the WECC Situational Awareness/Reliability Coordination function and
the hiring of an additional 31 FTE WECC employees in the WECC
Situational Awareness/Reliability Coordination function in 2008, with the
increased direct expenditures to be funded in 2008 through a line of credit
agreement to be entered into between WECC and a commercial lender, and

approves the inclusion in WECC’s assessments to LSEs in the WECC
Region, for 2009 and 2010, the amounts for repayment of, and interest
payments on, loan amounts drawn under the line of credit agreement during
2009 and 2010, in amounts currently estimated to be $3,256,064 (U.S.
portion $2,756,584) in 2009 and $3,058,545 (U.S. portion $2,589,364) in
2010.

that management is directed to make an appropriate filing with the Commission
requesting acceptance of the 2008 Amendment and approval for WECC to
include in its assessments to LSEs in the WECC Region, for 2009 and 2010, the
U.S. portions of the amounts for repayment of, and interest payments on, loan
amounts drawn under the line of credit agreement during 2009 and 2010, in
amounts currently estimated to be $2,756,584 in 2009 and $2,589,364 in 2010.
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