
 

 
Agenda 
Corporate Governance and Human 
Resources Committee  
October 22, 2015 | 2:00-3:00 p.m. Eastern 
Conference Call 
 
Participant Dial-in: (877) 384-0107 | Conference ID: 99902817 
 
Call to Order  
 
Introductions and Chair’s Remarks 
 
NERC Antitrust Compliance Guidelines 
 
Agenda 

1. Minutes* — Approve 

a. August 12, 2015 

2. Board of Trustees Effectiveness Survey and Board Committees’ Self-Assessment Surveys — 
Approve 

3. ERO Enterprise and Corporate Metrics Q3 2015 Report* — Review 

4. Independent Trustee Compensation Philosophy —Approve and Recommend to Board of 
Trustees for Approval 

5. Annual 401(k) Audit — Review    

6. Corporate Governance and Human Resources Mandate — Approve and Recommend to Board 
of Trustees for Approval 

7. Staffing and Recruiting Update* — Review 

8. Adjournment 
 

 

 

 

*Background materials included.    
 

 



 
 
 
 

Antitrust Compliance Guidelines 
 
I. General 
It is NERC’s policy and practice to obey the antitrust laws and to avoid all conduct that unreasonably 
restrains competition. This policy requires the avoidance of any conduct that violates, or that might 
appear to violate, the antitrust laws. Among other things, the antitrust laws forbid any agreement 
between or among competitors regarding prices, availability of service, product design, terms of sale, 
division of markets, allocation of customers or any other activity that unreasonably restrains 
competition. 

 
It is the responsibility of every NERC participant and employee who may in any way affect NERC’s 
compliance with the antitrust laws to carry out this commitment. 

 
Antitrust laws are complex and subject to court interpretation that can vary over time and from one 
court to another. The purpose of these guidelines is to alert NERC participants and employees to 
potential antitrust problems and to set forth policies to be followed with respect to activities that may 
involve antitrust considerations. In some instances, the NERC policy contained in these guidelines is 
stricter than the applicable antitrust laws. Any NERC participant or employee who is uncertain about 
the legal ramifications of a particular course of conduct or who has doubts or concerns about whether 
NERC’s antitrust compliance policy is implicated in any situation should consult NERC’s General Counsel 
immediately. 

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

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

· Discussions of a participant’s marketing strategies. 

· Discussions regarding how customers and geographical areas are to be divided among 
competitors. 

· Discussions concerning the exclusion of competitors from markets. 

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



 
 
 
 
 
 
 
 
 
 

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

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

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

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

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

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

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

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

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

· Matters relating to the internal governance, management and operation of NERC, such as 
nominations for vacant committee positions, budgeting and assessments, and employment 
matters; and procedural matters such as planning and scheduling meetings. 
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DRAFT Minutes  
Corporate Governance and Human Resources 
Committee 
August 12, 2015 | 8:45–9:45 a.m. Eastern 

The Ritz-Carlton, Toronto  
181 Wellington Street West 
Toronto, Ontario M5V 3G7 
Canada 

Jan Schori, Chair, called to order a duly noticed open meeting of the Corporate Governance and Human 
Resources Committee (the “Committee”) of the Board of Trustees of the North American Electric 
Reliability Corporation (“NERC”) on August 12, 2015, at 8:45 a.m. Eastern, and a quorum was declared 
present.  The agenda is attached as Exhibit A.  

Present at the meeting were:  
Committee Members 
Jan Schori, Chair 
Robert Clarke 
Frederick W. Gorbet 
George Hawkins 
Ken Peterson 

Board of Trustees Members 
Paul Barber 
Janice Case 
Gerry Cauley, President and CEO 
David Goulding 
Douglas Jaeger 
Roy Thilly 

NERC Staff 
Charles A. Berardesco, Senior Vice President, General Counsel, and Corporate Secretary 
Stan Hoptroff, Vice President and Chief Technology Officer 
Kristin Iwanechko, Associate Director, Member Relations  
Mark G. Lauby, Senior Vice President and Chief Reliability Officer 
Sonia Mendonca, Vice President and Deputy General Counsel 
Marcus Sachs, Senior Vice President and Chief Security Officer 
Janet Sena, Senior Vice President and Director Policy and External Affairs 
Timothy Roxey, Vice President and Chief ES-ISAC Operations Officer 
Michael Walker, Senior Vice President, Chief Financial and Administrative Officer and Corporate 

Treasurer 
Brady Walker, Associate Counsel 

Agenda Item 1
Corporate Governance and Human 
Resources Meeting
October 22, 2015



 

Others 
Eric Larre, Towers Watson 
 
NERC Antitrust Compliance Guidelines 
Ms. Schori directed the participants’ attention to the NERC Antitrust Compliance Guidelines included 
with the agenda materials. 
 
Minutes 
Upon motion duly made and seconded, the Committee approved the minutes of the April 27, 2015 
meeting as presented at the meeting.   
  
Appointment of Board Vice Chair 
Ms. Schori called upon Board Chair Gorbet, who noted that with the upcoming resignation of Mr. 
Jaeger as a trustee, a new Vice Chair was necessary. Upon motion duly made and seconded, the 
Committee recommend that the Board appoint Mr. Clarke as Vice Chair. 
 
Compliance Committee Mandate Revisions  
At Ms. Schori’s request, Ms. Case, as chair of the Compliance Committee, summarized the proposed 
revisions to the mandate for the Compliance Committee, noting that proposed amended mandate, 
which more accurately reflect its ongoing work, had been recommend by the Compliance Committee.  
Upon motion duly made and seconded, the Committee recommend Board approval of the revisions to 
the mandate.  
  
Board of Trustees Remuneration Study Findings  
Mr. Larre of Towers Watson provided an overview of the Trustee Compensation Study report 
completed by Towers Watson that had been included in the advance agenda package, noting that the 
report used the same approach as was used for the 2013 report. He stated that, based on an analysis 
of peer data, Towers Watson was recommending that NERC consider maintaining the current retainer 
compensation structure, but that, based on the increase in peer compensation, the Committee 
consider recommending an increase in the annual trustee retainer to $112,500 and an increase in the 
aggregate board chair retainer to $160,000.   
 
Ms. Schori referenced the summary of the report included in the advance agenda package and the 
tentative proposal included with the summary, which would establish target annual retainers for all 
trustees and the board chair at the amounts recommended by Towers Watson, but phase in such new 
retainers over the next three years, reaching the new target retainers in January 2018. The proposed 
increases would place the retainers between the 50th percentile of the ISO/RTO group and 25th 
percentile of the IOU group, an approach similar to that taken in 2013. Ms. Schori stated that given 
NERC is now recruiting for a new trustee, and will need to do so in the next two years as well, to have 
the trustee compensation set now would help in recruitment. She also noted that NERC’s strict 
independence requirements diminishes the pool of potential trustees due to the limitations on security 
ownership and other employment.   
 
Ms. Schori noted she had conferred in advance of this meeting with the MRC leadership, and asked Mr. 
Sylvain Clermont, MRC Chair, to comment. He suggested that the Board approve a policy statement to 

                    



 

guide future Board  consideration of trustee compensation as this is an activity which will come up 
regularly, using the information learned from the experience this time around to establish both a 
proposed process to follow and certain substantive guidelines to assist with data evaluation and 
decision making. He recommended that the policy statement include a commitment to conducting an 
independent study of trustee compensation approximately every three years, and establish 
comparison groups/entities and a target range for compensation as a guideline. Ms. Schori suggested 
that the Committee recommend such an approach to the Board.   
 
After discussion, and upon motion duly made and seconded, the Committee recommended that the 
Board adopt the proposed compensation as set forth in the advance agenda package, and request that 
the Board direct the Committee to develop an approach to future board compensation studies and 
ranges.   
 
ERO Enterprise and Corporate Performance Metrics   
Mr. Lauby reviewed the status of performance against metrics, referencing the detailed material 
included in the advance agenda package.  
 
Annual Board Effectiveness Assessments 
Ms. Schori reviewed the process for developing revisions to the effectiveness assessments, thanked 
the MRC and Board participants on the ad hoc review committee, and invited trustees and 
stakeholders to provide comments on the drafts included in the advance agenda package. The 
Committee discussed the drafts, and provided comments for the next draft.  
 
ERO Enterprise Effectiveness Survey Results 
Ms. Iwanechko summarized the ERO Enterprise Effectiveness Survey results, referencing the report 
included in the advanced agenda package. She noted that NERC staff was working with stakeholders to 
improve the survey based on comments that had been received, and to also provide additional 
analytics. Mr. Cauley noted the comments in the MRC policy input responses regarding the potential 
use of favorability analyses, and committed to provide additional analytics in that regard.  
 
Employee Reporting and Document Retention Policies 
Ms. Schori noted NERC was updating its employee reporting policies, and would update the Committee 
at a future meeting. Mr. Berardesco noted the Document Retention Policy was recently updated, but 
that management was reviewing the detailed retention periods as part of a periodic update.  
 
Staffing and Recruiting Update  
Mr. Schori referenced the update included in the advance agenda package.      
 
  

                    



 

Adjournment 
There being no further business, and upon motion duly made and seconded, the meeting was 
adjourned.   
 
Submitted by, 

 
Charles A. Berardesco 
Secretary 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

                    



Agenda Item 2 
Corporate Governance and 
Human Resources Committee Meeting 
October 22, 2015 

 Board of Trustees and Board Committees’ Self-Assessment Surveys; MRC Annual 
Effectiveness Survey of the Board of Trustees 

Action 
Approve 

Summary  
In connection with the 2015 Board assessment, NERC management has prepared a draft of the 
proposed surveys, a copy of which is included in the materials for Committee approval.   This 
draft reflects the comments that have been received.  

Management recommends the following timeline for the 2015 Board, Board Committees, and 
MRC Surveys:    

• Surveys distributed by November 10, 2015.

• Responses due by December 18, 2015.

• Draft summary of results provided to the Board Chair and Committee Chairs for review
by January 15, 2016.

• Results will be presented for review and discussion at the February 2016 Board and
Committee meetings.



 
Board of Trustees/Member Representatives Committee Proposed 
2015 Survey Questions 
 
Levels of Effectiveness 
1 = Needs Prompt Attention (“unacceptable performance”) 
2 = Below Expectations (“performance area with opportunity for improvement”) 
3 = Meets Expectations (“meets the required standard of performance”) 
4 = Exceeds Expectations (“exceeds the required standard of performance”) 
5 = Outstanding (“far exceeds the required standard of performance”) 
 
The survey will include a prompt requiring comment for any item rated “No” in response to a 
“Yes/No” item or a “Needs Prompt Attention” or “Below Expectations” in response to the 5-point 
levels of effectiveness scale.  Optional comments may be provided for items rated “Yes” in 
response to a “Yes/No” item or “Meets Expectations”, “Exceeds Expectations” or “Outstanding” 
on the 5-point levels of effectiveness scale. 

2015 BOT & MRC Proposed Questions BOT MRC 
Strategy 
The Board has knowledge of and familiarity with NERC’s corporate values, mission, 
vision, strategic plan, and business plan and reflects this understanding in evaluating 
key issues. X X 
The Board effectively works with management to establish NERC’s strategic and 
business plans. X X 
Board members stay abreast of issues and trends affecting NERC and the industry 
and uses this information to assess and guide NERC performance. X X 
The Board effectively sets priorities through the strategic and annual business plans.  X X  
The Board takes appropriate account of the international charter of the North 
American bulk power system. X X 
Observation and Opportunities for Improvement: X X 
Oversight 
The Board is sufficiently involved in the ERO Enterprise (NERC and the Regional 
Entities) annual business planning and budgeting process. X X 
The Board sufficiently ensures that the ERO Enterprise (NERC and the Regional 
Entities) business plan and budget provides for the efficient and cost-effective 
operation of the ERO Enterprise. X X 
The Board is sufficiently involved in monitoring the corporation’s compliance with 
regulatory requirements and directives. 

X X 
The Board sufficiently ensures that the standards development and approval 
process considers the costs and benefits of new reliability standards. 

X X 
The Board sufficiently ensures that the ERO Enterprise’s compliance and 
enforcement processes are efficient and cost effective.   

X X 



 
The Board's decision making process is sufficiently transparent and open. 

X X 
The Board’s decision making process is not inappropriately influenced by either 
management or the stakeholders 

X X 
Observation and Opportunities for Improvement:  X X 
Stakeholder Relations 
The Board effectively works with the MRC and other stakeholders to seek and 
consider stakeholder input when establishing ERO priorities and considering key 
policy issues.     
The Board establishes a positive and cooperative dialogue with U.S. federal and 
state regulators. X X 
The Board establishes a positive and cooperative dialogue with Canadian federal and 
provincial regulators. X  X 
Observation and Opportunities for Improvement:   X X 
Composition/Structure 
The Board's size is appropriate and effective. X X 
Board members reflect broad diversity of competency strengths and professional 
experience. X X  
The Board's Committees have suitable mandates and membership. X   
Observation and Opportunities for Improvement: X X 
Board Functioning 
The Board has established procedures that ensure Board members receive written 
meeting notices, agendas and appropriate background material in time to prepare in 
advance of meetings, are presented meaningful information during meetings, and 
receive timely and accurate minutes. X  
The number of Committee meetings is appropriate. X X 
The Chair of the Board effectively oversees and facilitates Board activities and 
direction. X X 
The Chair manages meetings efficiently to allow for sufficient discussion and 
constructive input on important issues and provides appropriate allocation of time 
to agenda items. X X 
Board goals, expectations, and concerns are effectively communicated with the CEO 
and other senior management through sufficient, meaningful dialog during Board 
meetings or otherwise. X  
Board members participate as equals and communicate openly. X X 
Observation and Opportunities for Improvement: X X 

NERC Management 

The Board has appropriate access to management. X   
The Board avoids excessive involvement in detail and day-to-day management. X  
The Board is sufficiently involved in ensuring competent and well-motivated senior 
management and ensuring that proper development and succession plans are in 
place for CEO and other senior management. X   



 
Observation and Opportunities for Improvement: X X 
Other Factors 
I feel I am personally making a meaningful contribution to the corporation by my 
attendance and participation at the Board, committee meetings, and other 
activities. X  
I feel my peers are personally making a meaningful contribution to the corporation 
by their attendance and participation at the Board, committee meetings, and other 
activities. X   
Observation and Opportunities for Improvement: X X 

 
 
 
 



   
Board of Trustees Committee Proposed 
2015 Survey Questions 
 
Levels of Effectiveness 
1 = Needs Prompt Attention (“unacceptable performance”) 
2 = Below Expectations (“performance area with opportunity for improvement”) 
3 = Meets Expectations (“meets the required standard of performance”) 
4 = Exceeds Expectations (“exceeds the required standard of performance”) 
5 = Outstanding (“far exceeds the required standard of performance”) 
 
In considering each of the Committee tasks, the trustee respondent should provide a response 
based on their perspective as to how “effectively” the Committee addresses the task.  The 
survey will include a prompt requiring comment for any item rated “No” in response to a 
“Yes/No” item or a “Needs Prompt Attention” or “Below Expectations” in response to the 5-point 
levels of effectiveness scale.  Optional comments may be provided for items rated “Yes” in 
response to a “Yes/No” item or “Meets Expectations”, Exceeds Expectations” or “Outstanding” 
on the 5-point levels of effectiveness scale. 

Finance and Audit Committee 2015 Self-Assessment Questions 
 

Corporation Annual Financial Statement Review 

The Committee effectively ensures that management maintains the quality, credibility, and 
objectivity of the corporation's financial reports. 

The Committee effectively reviews with the external auditor any significant emerging accounting 
and reporting issues and their potential impact on the corporation's financial statements. 

The Committee effectively reviews and approves changes in accounting policies after considering 
the appropriateness of such selections and changes. 
The Committee effectively reviews with management, the external auditor and legal counsel the 
corporation’s procedures to ensure compliance with applicable laws and regulations. 
The Committee effectively reviews with management, the external auditor and legal counsel any 
significant litigation, claim, or other contingency, including tax assessments, that would have a 
material effect upon the financial position or operating results of the corporation, together with 
related financial disclosures. 
The Committee effectively determines, based on its review and discussion thereof with 
management and the external auditor, whether to recommend the acceptance by the Board of 
the audited financial statements.  

Monitoring Relationship with External Auditor 

The Committee effectively evaluates the performance of the external auditor and the auditor’s 
estimated annual audit fees and reappoints, or, if necessary, takes steps to replace the external 
auditor. 
The Committee effectively meets privately with the external auditor to ascertain the level of 
access and cooperation received from management during the course of the audit. 
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Adequacy and Integrity of Internal Accounting Controls 

The Committee effectively consults with management with regard to any recommendations from 
the external auditor or the committee relating to internal accounting controls. 
Annual Business Plan and Budget 
The Committee effectively reviews the annual ERO Enterprise (NERC and the Regional Entities) 
Business Plan and Budget preparation and approval, including associated assessments, as well as 
any other special budget and assessments of the corporation or a Regional Entity, and such other 
matters as are deemed necessary. 
The Committee effectively reviews and reports to the Board quarterly on actual unaudited 
quarterly results versus approved budgets of NERC and the Regional Entities. 

Other Responsibilities 
The Committee effectively reviews the policies for approval of senior management expenses, 
including those of the chief executive officer. 
The Committee effectively reviews the financial aspects of the corporation's Form 990 prior to it 
being filed with the Internal Revenue Service. 
The Committee effectively reviews the investment policy governing the investment of funds held 
by the corporation. 
Committee Functioning* 
The number of Committee meetings is appropriate. 

The size of the Committee is appropriate. 

The information provided in support of the agenda is appropriate and available in a timely 
manner in advance of Committee meetings. 
The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient 
discussion and constructive input on important issues. 

Open-ended Question 

Observation and Opportunities for Improvement 
 
*Yes/No questions  
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Corporate Governance and Human Resources 2015 Self-Assessment Questions 
 

Committee Responsibilities 
The Committee effectively develops criteria governing overall composition of the Board for 
recommendation to the Board. 
The Committee effectively monitors the members of the Board to ensure, per bylaws, their 
independence and qualifications are maintained and have no conflicts of interest. 
The Committee effectively reviews the NERC Governance Guidelines, including the Trustee 
Succession Policy and Code of Conduct, and considers any necessary recommendations for 
changes. 
The Committee ensures the meaningfulness and timeliness of support, information, and 
documentation from management to the Board. 
The Committee effectively coordinates an annual effectiveness evaluation of the Board and 
Committees. 

The Committee effectively reviews annually the compensation plan for members of the Board. 

The Committee effectively approves the metrics related to the corporation’s annual 
performance goals for use in calculating incentive compensation. 
The Committee effectively reviews the structure and mandates of the Committees, 
recommending changes to the Board as appropriate. 
The Committee effectively reviews the CEO’s performance, recommends to the Board the 
compensation, including salary and bonus, and provides feedback, as appropriate. 
The Committee effectively approves the hiring or promotion of officers. 
The Committee effectively reviews and approves the remuneration of all officers, including 
salaries and bonuses as recommended by the CEO. 
The Committee effectively reviews and approves a general salary structure for the officers and 
management of the corporation. 
The Committee effectively reviews overall staffing levels and management’s plans and activities 
for the development and improvement of key personnel. 
The Committee effectively reviews with the CEO essential elements of senior management 
succession planning. 

The Committee effectively reviews and approves, as appropriate, an employee manual. 

The Committee effectively recommends to the Board the appointment of Board members to 
each of the committees. 
The Committee effectively works with management to assure that new Board member 
orientation and education is comprehensive and meaningful.  
Plan Oversight 
The Committee effectively reviews significant benefit plans (including the corporation’s 
retirement plans) and make recommendations and provide feedback to the Board. 
The Committee effectively provides oversight of the corporation’s Savings and Investment Plan 
through actions it deems prudent in connection with its oversight responsibilities and otherwise 
consistent with applicable law. 
The Committee effectively reviews the corporate governance aspects of the corporation’s Form 
990 prior to it being filed with the Internal Revenue Service.   
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Committee Functioning* 
The number of Committee meetings is appropriate. 

The size of the Committee is appropriate. 

The information provided in support of the agenda is appropriate and available in a timely 
manner in advance of Committee meetings. 
The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient 
discussion and constructive input on important issues. 
Open-ended Question 
Observation and Opportunities for Improvement 

 
Yes/No questions 
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Standards Oversight and Technology Committee 2015 Self-Assessment Questions 
 

Committee Standards Oversight Responsibilities 
In collaboration with the Reliability Issues Steering Committee, the Committee effectively works 
with management to identify strategic priorities for reliability standards development and 
provides feedback to the Standards Committee, Board and management on the annual standards 
development work plan. 
The Committee effectively monitors overall results of the standards development process, and 
makes recommendations to the NERC Standards Committee, Board and management regarding 
potential improvements. 
In collaboration with the Reliability Issues Steering Committee, the Committee effectively 
assesses emerging reliability risks affecting standards, making recommendations as appropriate. 
The Committee effectively monitors progress in addressing regulatory mandates and directives 
related to standards. 
The Committee effectively serves as the Level 2 Appeals Panel as set forth in the NERC Standard 
Processes Manual, Appendix 3A to the NERC Rules of Procedure. 
The Committee effectively reviews periodically NERC’s status with the American National 
Standards Institute. 
The Committee effectively provides advice and recommendations to the Board on any standards-
related issues referred to it by the Board. 
Committee Technology Oversight Responsibilities 
As part of the annual business plan and budgeting process, the Committee effectively reviews 
annually the resource requirements and funding for IT-related investments and costs. 
The Committee effectively provides the Board with recommendations for action on proposed 
NERC projects that employ new technology.   
The Committee effectively reviews with management company computer systems environment, 
security procedures, and contingency plans. 
The Committee effectively provides advice and recommendations to the Board on any 
technology-related issues referred to it by the Board. 
Committee Functioning* 
The number of Committee meetings is appropriate. 
The size of the Committee is appropriate. 
The information provided in support of the agenda is appropriate and available in a timely 
manner in advance of Committee meetings. 
The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient 
discussion and constructive input on important issues. 
Open-ended Question 
Observation and Opportunities for Improvement 

 
*Yes/No Questions  
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Nominating Committee 2015 Self-Assessment Questions 
 

Committee Responsibilities 
The Committee effectively communicates to all stakeholders clear process and steps in Board 
candidate selection. 
The Committee effectively communicates NERC’s and the MRC’s expectations of service on the 
Board to candidates. 
The Committee effectively develops clear, relevant and complete candidate specifications. 
The Committee effectively utilizes a vetting process to select a qualified search consultant.  
The Committee effectively provides opportunity for full and fair evaluation of incumbents and 
candidates. 
The Committee effectively applies Board composition provisions of the bylaws in making its 
recommendations. 
The Committee effectively applies the Board’s Conflict of Interest Policy in making its 
recommendations. 
The Committee effectively applies the Trustee Succession Policy in making its recommendations. 
Committee Functioning* 
The number of Committee meetings is appropriate. 

The size of the Committee is appropriate. 

The information provided in support of the agenda is appropriate and available in a timely 
manner in advance of Committee meetings. 
The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient 
discussion and constructive input on important issues. 
Open-ended Question 
Observation and Opportunities for Improvement 

 
*Yes/No Questions 
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Compliance Committee 2015 Self-Assessment Questions 
 

Committee Responsibilities 
The Committee effectively oversees CMEP and ORCP strategies and approaches developed and 
implemented by management to assure the reliability of the bulk electric system. 
The Committee effectively evaluates the effectiveness of CMEP strategies and program 
execution by reviewing measures of bulk electric system reliability performance and other CMEP 
program metrics. 
The Committee effectively oversees and reviews implementation of CMEP and ORCP programs 
by management and the Regional Entities to ensure the programs are operated in a consistent 
manner and conform to all regulatory requirements, Rules of Procedure and other practices 
needed to provide objective, fair and effective compliance and enforcement. 
The Committee effectively oversees and reviews penalties/sanctions and mitigation of non-
compliance to ensure such actions effective in maintaining and improving bulk electric system 
reliability.  
The Committee effectively approves or delegates approval of Notices of Penalty or Sanction and 
other enforcement actions.  
The Committee effectively serves as an appeal body of compliance violations, penalties or 
sanctions.   
The Committee effectively serves as an appeal body for any findings from audits of the regional 
implementation of the CMEP heard by the NERC Compliance and Certification Committee. 
The Committee effectively hears and addresses challenges by candidates for inclusion on the 
compliance registry. 
When appropriate, the Committee effectively provides supplementary explanation for its 
decisions due to issues raised or to provide future guidance.  
The Committee effectively ensures CMEP and ORCP programs and results are transparent, when 
appropriate, to reliability stakeholders.   
The Committee effectively recommends to the Board such actions as may further the purposes 
of the CMEP and ORCP.   
The Committee effectively performs such other functions as are delegated to it by the Board.   
Committee Functioning* 
The number of Committee meetings is appropriate. 

The size of the Committee is appropriate. 

The information provided in support of the agenda is appropriate and available in a timely 
manner in advance of Committee meetings. 
The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient 
discussion and constructive input on important issues. 
Open-ended Question 
Observation and Opportunities for Improvement 

 
*Yes/No questions 
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Enterprise-Wide Risk Committee 2015 Self-Assessment Questions 
 

Oversight of Risk Management and Internal Control 

The Committee effectively reviews and makes recommendations to the Board regarding the 
development and implementation of internal risk management and internal control strategies, 
policies, procedures, and mitigation programs as contemplated by the Committee’s board 
approved mandate. 
The Committee effectively oversees the development and implementation of internal risk 
management and internal control strategies, policies, procedures, and mitigation programs as 
contemplated by the Committee’s board approved mandate. 
Other Responsibilities 
The Committee effectively provides oversight and direction to the development and 
implementation of risk management best practices designed to identify risks and ensure 
mitigation strategies are in place.  
The Committee effectively monitors and assesses the adequacy of NERC’s compliance with 
internal operating procedures and controls as well as corporate ethics policies, codes of conduct, 
and conflicts of interest. 
The Committee effectively monitors and assesses the adequacy of NERC’s and the Regional 
Entities’ compliance with the Rules of Procedure (ROP), as well as with applicable FERC and other 
governmental authorizations, regulations, and orders. 

The Committee effectively monitors and assesses the adequacy of NERC’s compliance with 
NERC’s risk mitigation practices as contemplated by the Committee mandate. 

The Committee effectively monitors and assesses the adequacy of the Regional Entities’ 
performance of obligations under the delegation agreements between NERC and the Regional 
Entities as contemplated by the Committee mandate. 
The Committee effectively coordinates with the Compliance and Certification Committee (CCC) 
with respect to the CCC’s execution of its responsibilities as contemplated in applicable FERC 
orders, the ROP, and CCC Charter. 
The Committee effectively prepares reports to the Board annually and at such other times as 
deemed necessary regarding NERC’s risk exposure, the processes, procedures, and controls in 
place to manage material risk, and the overall effectiveness of the risk management and internal 
controls process.  

The Committee effectively holds an executive session annually with NERC’s external auditors, 
general counsel, and head of internal audit. 

The Committee effectively reviews its mandate annually and recommends to the Board’s 
Corporate Governance and Human Resources Committee such changes that the EWRC considers 
advisable.  
Committee Functioning* 

The number of Committee meetings is appropriate. 

The size of the Committee is appropriate. 
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The information provided in support of the agenda is appropriate and available in a timely 
manner in advance of the meetings. 
The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient 
discussion and constructive input on important issues. 
Open-ended Question 

Observations and Opportunities for Improvement. 

 
*Yes/No Questions 
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Agenda Item 3 
Corporate Governance and 
Human Resources Committee Meeting 
October 22, 2015 

  
ERO Enterprise and Corporate Metrics Q3 2015 Report 

 
 
Action 
None 
 
Background 
Each quarter, NERC provides a summary and status of NERC’s Corporate Metrics and the activities 
towards achieving them. These activities are reviewed and verified by NERC management as well as 
internal audit staff. Each metric is then assigned a colored status depicting progress:  

1.  On-target (green),  

2.  Threshold with additional monitoring to reach Target (yellow), or  

3.  Deviation from Threshold with the concern of missing Target by year-end (red).  
 
The 2015 third quarter status report is provided as an informational update to the CGHRC. 
 
Summary 

1. Corporate Performance Metrics – Quarter 3 CGHRC Report presentation  

2. 2015 ERO Enterprise and Corporate Metrics – Quarter 3 Status Report  

 



2015 NERC Performance Report
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Mark Lauby, Senior Vice President and Chief Reliability Officer
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Leading at Q3

Metric 1: Reliability Results
• No Category 4 or 5 events 

Metric 2: Assurance Effectiveness
• One Category 3 event occurred in Texas; 90-day clock has not begun

Metric 3: Risk Mitigation Effectiveness
• 3.1: Changing Resource Mix - Phase I CPP Assessment presented to Board
• 3.2: Extreme Physical Events - Guidance issued
• 3.3: Cybersecurity Preparedness - Guidance developed
• 3.5: Extreme Weather Preparedness and Resiliency Efforts – 2014-2015 

Winter Weather Assessment, and Winter Preparedness webinar
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Leading at Q3

Metric 4: Program Execution Effectiveness
• Sub-metric
 B: Standards Guidance - Quality, up-to-date RSAWs/Guidance
 G: CMEP - Conducted in-person training in Atlanta
 H: E-ISAC - participation and CRISP installations being monitored
 J: ERO Infrastructure - Provided Oversight framework
 K: Stakeholder Survey - Begun preparing survey
 L: BES Security Metrics - Created detailed metric and scheduled final 

planning conference
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Metric 3: Risk Mitigation Effectiveness
• 3.4: Protection System Misoperations – Report will be developed in Q4

Metric 4: Program Execution Effectiveness (Sub-metrics)
• A: BAL-004 and BAL-005 and BAL-006 still being developed

Green to Yellow: Q2 to Q3
• 3.6: Right-of-Way Clearance- Two visits were delayed until 

October
• C: Risk-based Registration: Phase I non-ROP changes 

implemented in Q4
• I: Model Fidelity: Draft Model Validation Procedure is going to 

the PC

Watching in Q3
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Metric 4: Program Execution Effectiveness
• A: TOP-009, BAL-004, and BAL-005 and BAL-006

Emerging Activities in Q2
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Improved Activities in Q3

Metric 3: Risk Mitigation Effectiveness
• 3.2: Extreme Physical Events
• 3.3: Cybersecurity Preparedness
• 3.5: Extreme Weather Preparedness and Resiliency Efforts

Metric 4: Program Execution Effectiveness
• Sub-metric K: Survey
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ERO Enterprise Metric 1: Reliability Results  

Measure of success Threshold Target Q3, 2015 IA 
Validation 

Determine the frequency 
and severity of BPS events, 
excluding weather, flood, 
or earthquake. The target 
is fewer, less severe events 
during 2015–2018; no 
Category 4 and 5 events, 
and Category 1–3 events 
are trending favorably. 

 • No Category 4 or 5 events.  

• The slope of the cumulative trend line in the composite daily “event Severity Risk 
Index” (eSRI) for Category 1–3 events remains flat or negative. 

o Measured for the period beginning 1/1/2011 to-date, includes days with zero events and 
excludes Category 4 and 5 events, events caused by terrestrial weather, AESO islanding. 

 

ERO Enterprise Metric 2: Assurance Effectiveness  
Measure of success Threshold Target  

Assess all Category 3 and 
above events. The target is 
to reach zero gaps in 
Reliability Standards and 
compliance monitoring by 
2017. 

Following any Category 3 or 
above event, a gap analysis of 
standards and compliance 
monitoring is completed and 
recommendations identified 
within 90 days of receipt of 
event analysis(es) and 
compliance self-assessment(s) 
from Registered Entity(ies). 

Target is zero gaps. If there are gaps identified in existing standards or compliance 
monitoring, an alternative acceptable target is that gaps are closed within one year of 
the gap analysis report being released, two years if a technical study is needed first. 
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ERO Enterprise Metric 3: Risk Mitigation Effectiveness  
Measure of success Threshold Target Q3, 2015 IA 

Validation 

Review the BES risk 
profile each year to 
determine actual and 
potential risks. 

Stated threshold results achieved for 
each risk. 

Stated target results achieved for each risk. The target is to identify, select, and 
mitigate the high priority risks (with specific metrics for each established project). 

 

1. Changing 
Resource Mix 

 • By yearend 2015, complete an assessment of efficacy of proposed measures for 
Essential Reliability Services (ERS) based on industry field testing of those ERS 
measures as recommended in the ERS report submitted to NERC board in Q1. 

• By April 2015, complete a Phase 1 analytic assessment of the potential reliability 
impacts of the proposed EPA Clean Power Plan, including the adequacy of supply 
resources and transmission infrastructure, essential reliability services, and 
natural gas deliverability. 

• By yearend 2015, with the EPA final rule available, develop a detailed plan for 
the assessment of reliability impacts of the final rule. 

 

 

 

2. Extreme Physical 
Events 

• Provide ERO staff training and 
industry education on 
implementation of GMD 
operations standard (EOP-010) at 
one or more workshops and one 
or more webinars by Q2 2015.  

• Provide ERO staff training and 
industry education on 
implementation of GMD 
engineering (TPL-007) at one or 
more workshops and one or 
more webinars by yearend. 

• Provide ERO staff training and 
industry education on physical 
security (CIP-014) at two or more 
workshops and two or more 
webinars by yearend. 

• Complete threshold training and education and additionally publish RSAW and 
implementation guidance for GMD operations (EOP-010). 

• Complete threshold training and education and additionally publish RSAW and 
implementation guidance for GMD engineering (TPL-007). 

• Complete threshold training for CIP-014 and publish compliance guidance on R1 
and R2 in Q1, R4 and R5 in Q2, and R6 in Q3. 
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Measure of success Threshold Target Q3, 2015 IA 
Validation 

3. Cybersecurity 
Preparedness 

• Provide ERO staff training and 
industry education on cyber 
security (CIP V5 standards) at 
two or more workshops and two 
or more webinars by yearend. 

• Complete CIP V5 RSAW in Q2. 

• Publish guidance and reference 
materials addressing transition 
challenge topics identified in 
2014 (or demonstrate topics are 
addressed by alternate means). 

• Publish lessons-learned and FAQ documents from the CIP V5 implementation 
study report and ongoing work with the CIP V5 transition advisory group. 

• Develop common CIP V5 compliance audit approach addendum to auditor 
handbook (high and medium scoped programs) by Q4. 

• Deliver five CIP auditor workshops, covering RSAW, lessons learned, FAQ and 
common auditor approaches. Ensure all CIP auditors have received necessary 
training by yearend. 

 

4. Protection System 
Misoperations 

 

 

• Establish one or more metrics to 
trend relay misoperation 
performance and develop an 
initial benchmark to most recent 
data available. 

 

• Complete at least two mitigation actions from among those recommended in the 
NERC Staff Analysis of Reported Misoperations, presented to the Planning 
Committee in December 2014 to reduce the risk of Protection System 
Misoperations. 

• Trend misoperations related to the mitigation actions taken and report the 
effectiveness of NERC and industry actions. 

 

5. Extreme Weather 
Preparedness and 
Resiliency Efforts 

• Perform analysis, including the 
use of GADS, TADS, and DADs 
data, to evaluate BPS 
performance during 2012–2014 
extreme weather events and 
identify any trends or 
recommendations as 
appropriate. 

• Continue to monitor for severe 
weather performance of the BPS 
during 2015 and use appropriate 
intervention strategies: lessons 
learned, event analysis report 
recommendations, webinars, and 
training. 

• Develop analysis methods for severe weather events in relation to historical 
trends, using metrics from GADs, TADS and DADs, capacity deficiency 
management procedures or tools, and other appropriate benchmarks. 

• Identify potential interdependencies between extreme weather and resiliency 
performance, and document in a whitepaper. 

• Produce an annual extreme weather preparedness webinar and formal feedback 
to support seasonal and special reliability assessments.  
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Measure of success Threshold Target Q3, 2015 IA 
Validation 

6. Right-of-Way 
Clearances 

• Develop a statistical approach for 
sampling high priority line 
discrepancies that can be used to 
improve NERC’s assurance that 
facility ratings have been 
appropriately calculated. 

• Develop an assurance plan and 
test this statistical approach by 
conducting a spot validation of a 
select subset of high priority line 
clearance discrepancies.  

 

• Leverage Regional Entity resources to complete validation site visits for the 
purpose of assuring NERC that entities with significant high priority line 
discrepancies are calculating facility ratings appropriately. 

• Leverage industry forums as needed (e.g.,  NATF) to publish best practices by 
entities that completed mitigation of high priority line discrepancies, as well as 
methods for cost-effective  programs to sustain adequate conductor clearances 
consistent with facility ratings. 
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1 Regional Standards are not included, this applies to NERC only. 

ERO Enterprise Metric 4: Program Execution Effectiveness  
    

Sum of the weighted 
sub-metrics. 

   

Sub-metrics  

Measure of success Threshold Target Q3, 2015 IA 
Validation 

Sub-metric A 

Percent of all board-
approved standards1 
meet quality criteria 
and results-based 
construct. 

• Initiate 100% of standards 
upgrade and improvement 
projects needed to bring 
standards to steady state, as 
detailed in the RSDP (16 
projects). 

• Complete (NERC board approval) of 80% of these projects (13 out of 16) by 
yearend 2015. 

• All new standards that go to the NERC board meet quality criteria as outlined in 
the RSDP. 

 

Sub-metric B 

Quality, up-to-date 
guidance developed for 
board-approved 
Reliability Standards 
related to risk elements 
to support risk-based 
compliance monitoring. 

• Every standard that goes to 
ballot will have guidance 
alongside. Every standard that 
is reviewed as part of the 10-
year review cycle will have a 
current up-to-date guidance. 

• Conduct guidance and 
outreach for 50% of standards 
that are associated with the 
risk elements identified in the 
annual compliance and 
enforcement monitoring 
program. 

• NERC Compliance Assurance, in concert with the Regions and support from 
Standards as needed, conducts in-depth training for compliance and 
enforcement staff within 3 months after every standard is approved by FERC in 
2015. 

• Conduct guidance and outreach for 75% of standards that are associated with 
the risk elements identified in the annual compliance and enforcement 
monitoring program. 
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Measure of success Threshold Target Q3, 2015 IA 
Validation 

Sub-metric C 

Improve registration 
practices 
commensurate with 
risk and RAI in light of 
the new BES definition 
and the obligations of 
registered entities to 
operate reliably. 

   For Phase 1: 

• Non-ROP and non-IT changes implemented by yearend 2015: common 
registration form, one-time attestations, internal policies and procedures, and 
guidelines and metrics for NERC oversight of Regional Entities. 

• ROP criteria regarding elimination of functional registration categories fully 
implemented six months from FERC approval. 

• ROP criteria regarding modifications to Distribution Provider registrations fully 
implemented 12 months from FERC approval. 

For phase 2: 

• Conduct technical analysis and develop a report with recommendations 
regarding the risks, benefits, and proposed criteria for applying subsets of 
standards for TO, TOP, GO, and GOP registered functions that have minimal 
impact on bulk power system reliability. 

 

 

 

 

 

 

 

6 
 



NERC 2015 Corporate Metrics      October 2015                                                                                                                  
 

  

Measure of success Threshold Target Q3, 2015 IA 
Validation 

Sub-metric G 

Transformation of RAI 
concepts to 
implementation of risk-
based compliance 
monitoring and 
enforcement. 

 

 

• During 2015, all ERO auditors 
and risk evaluation personnel 
receive requisite training on 
Inherent Risk Assessment and 
Internal Controls Evaluation 
through workshops and 
webinars, including use of 
case examples, lessons 
learned, and best practices. 

• Two workshops and two 
webinars for industry 
participants covering risk-
based compliance and 
enforcement during 2015. 

• Risk-based compliance and 
enforcement web site remains 
current and continues to 
receive positive feedback in 
stakeholder meetings through 
yearend. 

• With inputs from the advisory 
group, develop quantitative 
and qualitative metrics 
associated with 7 success 
factors and report results to 
NERC board quarterly. 

• Submit compliance filing to 
resolve directives, if any, from 
regulator regarding risk-based 
compliance and enforcement. 

• Provide Regional Entities with written documents guiding regional 
implementation of risk-based compliance monitoring and enforcement, including 
quality attributes to be monitored, metrics to be monitored, and oversight 
assurance plan. 

• Deliver feedback on consistency to Regional Entities and provide summary report 
to board on a quarterly basis regarding the nature of oversight assurance 
corrective adjustments. 

 

 

 

 

 

 

 

7 
 



NERC 2015 Corporate Metrics      October 2015                                                                                                                  
 

  

Measure of success Threshold Target Q3, 2015 IA 
Validation 

Sub-metric H 

Increase ES-ISAC 
participation and 
appropriately 
anonymized 
information sharing 
through the use of 
CRISP and the ES-ISAC 
secure portal.   

• 50% increase in information 
sharing activities delivered to 
industry (based off of 2014 
AOO posts and watch list 
entries). 

• 100% increase in security 
issues reported by industry 
into the ES-ISAC portal. 

• Initial subscription entities 
have CRISP installed and 
operational. 

• Jointly with ESCC, complete a 
strategic assessment of the 
scope and capabilities of the 
ES-ISAC, including 
benchmarking to other sector 
ISACs and inputs regarding 
industry needs. 

• 100% increase in information sharing activities (based off of AOO posts and 
watch list entries). 

• 300% increase in security issues reported by industry into the ES-ISAC portal. 

• At least 85% of initial subscription CRISP participants are receiving at least 
monthly issue reports from ES-ISAC/PNNL during Q3 and Q4. 

• By Q4 2015, improve timeliness for sharing of indicators of compromise and 
physical and cyber threat information following first notice to ES-ISAC: 4 hours or 
less for significant security event with threat level for recurring/additional harm 
remaining high, 24 hours or less for significant security event with residual threat 
level reduced to normal, and 72 hours or less for non-significant security events 
that cause no known impacts to Electricity Sector systems and typically occur ten 
or more times per year across North America. 

• Include in 2016 business plan changes to ISAC scope and resources per the ESCC 
strategic assessment, and complete any actions designated for 2015 completion. 

 

Sub-metric I 

Report to Board of 
Trustees on assessment 
of quality and 
availability of planning 
and engineering 
models and data with 
recommendations for 
model enhancements.   

• Acquire and measure quality 
of summer power flow and 
dynamic cases, creating a 
feedback loop to case 
creation groups. 

• Develop procedures for taking 
interconnection-wide system 
readings to benchmark power 
flow case fidelity. 

• Test model fidelity using real 
system data and document 
results in an internal 
whitepaper. 

• Assess and improve the model validation procedures. Update NERC Model 
Validation Procedure with results of field trials to present to Planning Committee 
in Q3 2015. 

• Publish NERC Validation Procedure by yearend. 
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Sub-metrics D, E, and F related to enforcement have been removed but will be tracked and reported quarterly to the Board of Trustee Compliance Committee at the 
quarterly meetings. 

Measure of success Threshold Target Q3, 2015 IA 
Validation 

Sub-metric J 

Achieving transition 
laid out in operating 
model regarding ERO 
Enterprise personnel 
and ERO Enterprise 
(NERC and Regional 
Entity) infrastructure 
and applications.  

• In collaboration with the 
Regional Entities, complete a 
compliance filing with FERC 
addressing the attributes of 
Regional Entity consistency 
and how they will be 
achieved. 

• Complete, execute, and file 
updated Regional Delegation 
Agreements by Q2 2015. 

• In collaboration with the Regional Entities, develop and implement an oversight 
program for risk-based compliance and enforcement, including quality attributes 
to be monitored by NERC and performance metrics to be monitored. Provide 
quarterly reports to the NERC board. 

• In collaboration with Regional Entities, develop an oversight program for 
organization registration that will be ready for implementation in Q1 2016. 
Documents include quality attributes to be monitored by NERC and performance 
metrics to be monitored. 

• Complete all ERO Enterprise tool projects in accordance with ERO EMG approved 
schedule, without material project overrun or setback. 

 

Sub-metric K 

Stakeholder annual 
satisfaction/perception 
survey of the ERO’s 
effectiveness to 
manage risk, budget, 
and stewardship. 

• Conduct survey in Q1 and 
prepare initial benchmarking 
report by Q2, with specific 
focus areas for improvement 
identified. 

• Action plan for each focus 
area identified for 
improvement by Q2.   

• 2015 planned improvements are completed by yearend. 

• Second annual stakeholder satisfaction/perception survey ready to launch in Q3 
2015 or Q1 2016 as preferred by industry. 

 

Sub-metric L 

BES Security Metrics 
Framework provides 
method to assess 
threats, identify risk, 
and develop 
remediation strategies. 

• Draft security metrics 
framework for industry input 
and comment by Q2. 

• Execute GridEx III in 2015, 
providing a severe 
cybersecurity and physical 
security scenario to exercise 
crisis response and recovery 
plans across industry and to 
gather actionable lessons 
learned to deliver back to 
industry, the ERO, and ESCC. 

• Deliver a security metrics framework for NERC board approval by yearend. 

• Expand GRIDEX III to include regionally-facilitated sub-exercises and to also 
include an expanded executive tabletop with other lifeline sectors. 

• Provide a preliminary report to NERC board and ESCC summarizing key lessons 
from GRIDEX III and comparative improvements from the previous exercise. 

 

 

 

 

 

 

 

 

 

 

 

 

 

9 
 



Agenda Item 4 
Corporate Governance and 
Human Resources Committee Meeting 
October 22, 2015 

 
Independent Trustee Compensation Policy 

  
Action  
Approve and recommend to Board of Trustees for approval. 
 
Background 
In connection with the approval of a new Independent Trustee compensation program, the 
Board directed that the Committee develop a proposed policy that would include (i) the 
philosophy and process for considering future reviews of Board compensation based on the 
process and principles utilized in the two most recent Board compensation evaluations, 
including utilization of market comparisons and appropriate benchmarks, (ii) guidance on the 
use of independent compensation consultants and timing of such studies, and (iii) possible 
implementation options.     
 
Summary  
The Committee Chair, working with NERC legal staff, has prepared the attached draft 
independent Trustee compensation philosophy, which is proposed to be included as Section 16 
of the NERC Governance Guidelines.  The draft policy addresses each of the components that 
the Board requested be included, including (i) the use of the same initial compensation 
benchmark range as utilized in the two most recent Board compensation evaluations, (ii) 
requiring the Committee to examine market data relating to compensation of governing boards 
no less than every three years utilizing an independent compensation consultant, and (iii) 
requiring the Committee, in its implementation of the policy, to (1) evaluate the continuing 
appropriateness of the target benchmark range, (2) consider potential modifications to Trustee 
compensation at an open meeting and (3) provide transparency for stakeholders by providing a 
summary of any report of the independent compensation consultant.   
 



16.  Compensation of Independent Trustees.  
 
Consistent with its Mandate, as amended from time to time, the CGHRC shall annually review the 
compensation plan for independent Trustees. The objective of the Committee's review is to assure that 
NERC is able to attract and retain individuals who have the necessary skills, experience, personal 
characteristics and commitment to be an effective Trustee, taking into account, in particular, the workload 
of Trustees, the alternative opportunities available to those NERC wishes to attract and retain, and the 
stringent conflict-of-interest provisions governing NERC Trustees.  
 
In conducting the review of compensation, the CGHRC should evaluate the amount of work and level of 
responsibility Trustees are being asked to undertake and, from time to time, but no less than every three 
years, examine market data with respect to the compensation of the members of the governing boards of 
other relevant organizations utilizing an independent compensation consultant.  
 
Such market data may include available compensation data from the Regional Entities, RTO/ISOs, investor 
owned utilities (meeting such characteristics as are approved by the Committee in consultation with the 
independent compensation consultant) and a general industry peer group (as approved by the Committee in 
consultation with the independent compensation consultant).   
 
As an initial compensation target benchmark range, the Committee shall determine the dollar range between 
the 50th percentile of RTO/ISO independent director compensation and the 25th percentile of IOU 
independent director compensation, as reflected in the most recent independent compensation consultant 
report. Each Committee review should evaluate the appropriateness of continued utilization of this target 
benchmark range and whether changes should be considered in connection with modifications to 
compensation.  The Committee's recommendations should, in principle, be within the benchmark range and 
influenced by the overall objective of the Committee's review and specific considerations as set forth above. 
 
Any potential modifications to the Trustee compensation plan shall be discussed during an open meeting 
of the CGHRC, together with a summary of any report from the independent compensation consultant, and 
the Committee shall report its recommendations to the Board at an open Board meeting. In developing  its 
recommendation, the CGHRC shall establish a compensation target for the independent Trustees, the Board 
Chair and Vice Chair, Committee Chairs and such other Trustee positions as may be appropriate, as well 
as a timeline for implementation of any changes.  
 
Any modifications to the compensation plan for independent Trustees shall be approved by the Board 
during an open meeting, and shall take effect as determined by the Board.     
 



Agenda Item 5 
Corporate Governance and 
Human Resources Committee Meeting 
October 22, 2015 

 
Review of 2014 NERC Savings and Investment Plan Audit 

 
 
Action 
Review 
 
Background 
Due to the number of participants in NERC’s Savings and Investment Plan (Plan), the company is 
required to have the plan audited annually. NERC’s outside auditor, Grant Thornton, was 
retained to perform the audit. A copy of the Plan financial statements is attached. Grant 
Thornton performed a limited scope audit as allowed by Department of Labor rules and issued 
a favorable report that accompanies the financial statements.  The limited scope audit provides 
assurance that the form and content of the information in the financial statements and 
supplemental schedules are in compliance with the Department of Labor rules, excluding 
information provided by, and certified by the Plan Trustees. 
 
The company must also file a Plan tax return (Form 5500), prepared initially by Principal, our 
current Plan trustee.  The Form 5500 is reviewed by Grant Thornton and NERC staff, then filed 
before the October 15 deadline. 
 
Principal also assists NERC with compliance testing, a required annual step that helps ensure 
highly compensated employees are not treated differently than the rest of the employee 
population.  Compliance testing also ensures that all employees who are included in the Plan 
are eligible and that appropriate eligible compensation was used.  NERC has submitted data to 
Principal for testing the 2014 Plan year, but have not received the results at this time.  We do 
not expect any issues resulting from our 2014 compliance testing. 
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U.S. member firm of Grant Thornton International Ltd 

Report of Independent Certified Public Accountants 

To the Plan Administrator 
North American Electric Reliability Corporation Savings and Investment Plan 
 

Report on the financial statements 

We were engaged to audit the accompanying financial statements of North American Electric 

Reliability Corporation Savings and Investment Plan (the “Plan”), which comprise the 

statements of net assets available for benefits as of December 31, 2014 and 2013, and the related 

statement of changes in net assets available for benefits for the year ended December 31, 2014, 

and the related notes to the financial statements.  

Management's responsibility for the financial statements  

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

Auditor’s responsibility 

Our responsibility is to express an opinion on these financial statements based on conducting the 

audit in accordance with auditing standards generally accepted in the United States of America. 

Because of the matter described in the Basis for Disclaimer of Opinion paragraph, however, we 

were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

As permitted by 29 CFR 2520.103-8 of the Department of Labor’s Rules and Regulations for 

Reporting and Disclosure under the Employee Retirement Income Security Act of 1974, the Plan 

administrator instructed us not to perform, and we did not perform, any auditing procedures with 

respect to the certified information described in Note 7, except for comparing such information 

with the related information included in the financial statements. We have been informed by the 

Plan administrator that the certifying entities meet the requirements of 29 CFR 2520.103-8. The 

Plan administrator obtained certifications from the entities as of December 31, 2014 and 2013, 

and for the year ended December 31, 2014, stating that the certified information provided to the 

Plan administrator is complete and accurate.  
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Disclaimer of opinion 

Because of the significance of the matter described in the Basis for Disclaimer of Opinion 

paragraph, we have not been able to obtain sufficient appropriate audit evidence to provide a basis 

for an audit opinion. Accordingly, we do not express an opinion on these financial statements.   

Supplementary information 

The supplemental schedule of assets held at the end of the year is presented for purposes of 

additional analysis and is not a required part of the financial statements, but is supplementary 

information required by the Department of Labor’s Rules and Regulations for Reporting and 

Disclosure under the Employee Retirement Income Security Act of 1974. Because of the 

significance of the matter described in the Basis for Disclaimer of Opinion paragraph, we do not 

express an opinion on the supplemental schedule.    

Report on form and content in compliance with DOL rules and regulations  

The form and content of the information included in the financial statements and supplemental 

schedule, other than that derived from the certified information described in Note 7, have been 

audited by us in accordance with auditing standards generally accepted in the United States of 

America and, in our opinion, are presented in compliance with the Department of Labor’s Rules 

and Regulations for Reporting and Disclosure under the Employee Retirement Income Security 

Act of 1974. 

 

Atlanta, Georgia 
October 14, 2015
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Statements of net assets available for benefits 

The accompanying notes are an integral part of these financial statements. 

 

  

December 31 2014 2013

Assets:

     Investments, at fair value  $   25,049,238  $   28,955,803 

     Participant contributions receivable               58,628               57,730 

     Employer contributions receivable         1,648,842         1,616,974 

     Notes receivable from participants             514,062             294,799 

Net assets available for benefits  $   27,270,770  $   30,925,306 



North American Electric Reliability Corporation Savings and Investment Plan 4 

Statement of changes in net assets available 
for benefits 

The accompanying notes are an integral part of this financial statement. 

  

 
 
 
  
 

For the year ended December 31 2014

Additions to net assets attributed to:

  Investment earnings:

Net appreciation in fair value of investments 1,900,055$     

Interest and dividends 237,589           

Total investment earnings 2,137,644        

  Interest income on notes receivable from participants 16,923             

  Contributions:

    Employer 2,167,083        

    Participant 1,716,428        

    Rollovers 422,263           

Total contributions 4,305,774        

  Other additions 284                   

Total additions 6,460,625        

Deductions from net assets attributed to:

  Benefits paid to participants 10,108,178     

  Administrative expenses 6,983                

Total deductions 10,115,161     

Net decrease (3,654,536)      

Net assets available for benefits, beginning of year 30,925,306     

Net assets available for benefits, end of year 27,270,770$   
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Notes to financial statements 

 

1 Description of Plan 

The following description of the North American Electric Reliability Corporation Savings and Investment Plan 
(the “Plan”) provides only general information.  Participants should refer to the Plan document for a more 
complete description of the Plan’s provisions. 

General 

The Plan was established in January 1984.  The Plan is a defined contribution plan covering all eligible employees 
of North American Electric Reliability Corporation (the "Company" or "Plan Sponsor") and is subject to the 
provisions of the Employee Retirement Income Security Act of 1974 (ERISA).   

 

Eligibility 

All employees who are at least 21 years of age are eligible to participate in the Plan on the first day of the quarter 
after the completion of three months of employment, unless specifically excluded.  Excluded employees consist 
of the following:  

 Leased employees 

 An employee whose employment is governed by a collective bargaining agreement with the Company 
and the agreement does not call for participation in the Plan 

 Intern, part-time, or temporary workers who are regularly scheduled to work less than 1,000 hours per 
twelve month period. 

 

Contributions 

Participants may make elective salary deferral contributions to the Plan, which are not to exceed statutory limits. 
Contributions may be made using pre-tax and, potentially, after-tax compensation according to the provisions of 
the Plan document.  Participants who have attained age 50 before the end of the Plan year are eligible to make 
catch-up contributions.  Participants may also contribute amounts representing distributions from other qualified 
retirement plans.  The Company makes matching contributions equal to 75% of each participant's salary deferral 
contributions limited to 75% of 6% of the participant's eligible compensation.  Matching contributions were 
$631,914 for the year ended December 31, 2014, net of forfeitures, of which $113,673 was a receivable as of year-
end.  The Company may also make an additional contribution at the sole discretion of the Company’s Board of 
Trustees to qualified participants, provided that the participant worked 1,000 hours in the Plan year.  For the year 
ended December 31, 2014, the additional discretionary contribution was 8% of eligible compensation or 
$1,535,169, net of forfeitures, and was a receivable to the Plan as of year-end.  

Participant Accounts 

Participant accounts may be invested in one or more of the investment funds available under the Plan at the 
direction of the participant.  Each participant’s account is credited with (a) participant’s contributions, (b) an 
allocation of employer contributions and (c) an allocation of investment earnings, and is charged with (a) 
withdrawals, (b) an allocation of investment losses and (c) certain administrative expenses.  Allocations are based 
on participant earnings or account balances, as defined.  The benefit to which a participant is entitled is the 
benefit that can be provided from the participant’s vested account. 
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Vesting 

Participants are immediately vested in their rollover contributions, regular contributions, employer matching 
contributions and any earnings thereon.  Vesting in the Company’s discretionary contributions plus earnings 
thereon is based on years of service.   

 

Forfeitures 

The following table presents the activity within the forfeiture account during the Plan year: 

 

Notes Receivable from Participants  

Participants may borrow from their accounts up to the lesser of $50,000 or 50% of their vested interest in the 
Plan.  Loans currently bear a minimum interest rate of 1% over the prime interest rate and are repayable by semi-
monthly payroll deductions for a period not to exceed five years, except principal residence loan terms may 
extend to 30 years. The interest rate at December 31, 2014 and 2013 was 4.25%.  Interest on loans amounted to 
$16,923 for the year ended December 31, 2014. Outstanding notes receivable from participants (the "Loan 
Fund") and related transactions are maintained and managed by the Trustee. 

Benefit Payments 

Upon termination of service due to death, disability, retirement, or termination, a lump-sum amount equal to the 
value of the participant’s vested interest in his or her account may be requested. Participants may request an in-
service withdrawal if they have an immediate financial hardship, as defined by the Plan.  

Plan Amendment and Merger 

Effective October 1, 2014, the Plan was amended and restated to appoint Principal Trust Company (“Principal”) 
as the trustee of the Plan.  On October 1, 2014, Vanguard Fiduciary Trust Company (“Vanguard”) transferred the 
net assets of the Plan to Principal consisting of $24,544,128 in cash and $481,003 in notes receivable from 
participants. 

 

Completed Years of Service

Percentage of Employer 

Contributions Vested

Less than 2 0%

2 25%

3 50%

4 75%

5 100%

For the year ended December 31 2014

Forfeited nonvested accounts as of beginning of year 97$                   

Participant forfeitures during year 214,440           

Investment earnings 1,234                

Other receipts 347                   

Forfeitures used to offset employer contributions (208,057)          

Forfeitures used to offset administrative expenses (5,163)              

Forfeited nonvested accounts (available to reduce future employer contributions) as of end of year 2,898$             
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2 Summary of Significant Accounting Policies 

Basis of Accounting 

The financial statements of the Plan are prepared under the accrual method of accounting.  Investment contracts 
held by a defined-contribution plan are required to be reported at fair value.  However, contract value is the 
relevant measurement attribute for that portion of the net assets available for benefits of a defined-contribution 
plan attributable to fully benefit-responsive investment contracts because contract value is the amount 
participants would receive if they were to initiate permitted transactions under the terms of the Plan.  The 
accompanying Statements of Net Assets Available for Benefits present the fair value of the investment contracts.  
The Statement of Changes in Net Assets Available for Benefits is prepared on a contract value basis. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires the plan administrator to make estimates and assumptions that affect the amounts 
reported in the financial statements and the accompanying notes.  Actual results could differ from those 
estimates. 

Administrative Expenses  

The Company pays the majority of administrative expenses for the Plan. These costs include legal, accounting, 
and certain administrative fees. 

Investment Valuation and Income Recognition 

Investments of the Plan are reported at fair value.  Fair value is the price that would be received to sell an asset or 
paid to transfer a liability in an orderly transaction between market participants at the measurement date.  See 
Note 4 for description of fair value measurements. 

Purchases and sales of securities are recorded on a trade-date basis.  Interest income is recorded on the accrual 
basis.  Dividends are recorded on the ex-dividend date.  Net appreciation (depreciation) in fair value of 
investments includes the Plan’s gains and losses on investments bought and sold as well as held during the year. 

Notes Receivable from Participants  

Notes receivable from participants are measured at their unpaid principal balance plus any accrued but unpaid 

interest. Delinquent participant loans are reclassified as distributions based upon the terms of the Plan document. 

Benefit Payments 

Benefits are recorded when paid. 

Risks and Uncertainties 

Investment securities are exposed to various risks, such as interest rate and market risks.  Due to the level of risk 
associated with certain investments and the level of uncertainty related to changes in the value of investments, it is 
at least reasonably possible that changes in risk in the near term could materially affect participants’ account 
balances and the amounts reported in the Statements of net assets available for benefits and the Statement of 
changes in net assets available for benefits. 

Subsequent Events 

The Plan has evaluated subsequent events through October 14, 2015, the date the financial statements were 
available to be issued.  
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3 Investment Contract with Insurance Company 

The Plan maintains a benefit-responsive investment contract with Principal. Principal maintains the contributions 
in a general account.  The account is credited with earnings on the underlying investments and charged for 
participant withdrawals and administrative expenses.  The guaranteed investment contract issuer is contractually 
obligated to repay the principal and a specified interest rate that is guaranteed to the Plan. 

As described in Note 2, because the guaranteed investment contract is fully benefit-responsive, contract value is 
the relevant measurement attribute for that portion of the net assets available for benefits attributable to the 
guaranteed investment contract.  Contract value, as reported to the Plan by Principal, represents contributions 
made under the contract, plus earnings, less participant withdrawals and administrative expenses.  Participants 
may ordinarily direct the withdrawal or transfer of all or a portion of their investment at contract value. 

There are no reserves against contract value for credit risk of the contract issuer or otherwise.  The crediting 
interest rate is based on a formula agreed upon with the issuer, but it may not be less than 1.9% as of December 
31, 2014.  The crediting interest rate is subject to a window period, generally three months, and is guaranteed for a 
period, generally one year.  Amounts invested during the window period earn the interest rate guaranteed for the 
respective period. 

Withdrawals or transfers related to the guaranteed investment contract are subject to certain restrictions as to 
amounts and timing.  

The crediting interest rate was approximately 2.0% at December 31, 2014 and 2013, and the average yield (based 
on actual earnings and the interest rate credited to participants) was approximately 1.9% for the year ended 
December 31, 2014. 

Certain events limit the ability of the Plan to transact at contract value with the issuer.  Such events include the 
following: (1) amendments to the plan documents (including complete or partial plan termination or merger with 
another plan), (2) bankruptcy of the Company or other Company events (for example, divestitures or spin-offs of 
a subsidiary) that cause a significant withdrawal from the Plan, or (3) the failure of the trust to qualify for 
exemption from federal income taxes or any required prohibited transaction exemption under ERISA.  The Plan 
Administrator does not believe that the occurrence of any such event, which would limit the Plan’s ability to 
transact at contract value with participants, is probable.  The guaranteed investment contract does not permit 
Principal to terminate the agreement prior to the scheduled maturity date. 

4 Fair Value Measurements 

The guidance for fair value measurements establishes the authoritative definition for fair value, sets out a 
framework for measuring fair value, and outlines the required disclosures regarding fair value measurements.  Fair 
value is the price that would be received to sell an asset or paid to transfer a liability (an exit price) in the principal 
or most advantageous market for the asset or liability in an orderly transaction between market participants at the 
measurement date.  The Plan uses a three-tier fair value hierarchy based upon observable and non-observable 
inputs as follows: 

 Level 1:  Quoted prices (unadjusted) in active markets for identical assets or liabilities that the reporting 
entity has the ability to access at the measurement date. 

 Level 2:  Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly. 

 Level 3:  Unobservable inputs developed using the Plan’s estimates and assumptions which reflect those 
that market participants would use. 
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The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of 
any input that is significant to the fair value measurement.  Valuation techniques used need to maximize the use 
of observable inputs and minimize the use of unobservable inputs. 

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of 
any input that is significant to the fair value measurement.  Valuation techniques used need to maximize the use 
of observable inputs and minimize the use of unobservable inputs. 

Following is a description of the valuation methodologies used for assets measured at fair value.   

Mutual funds: valued at the quoted market prices that represent the net asset value of shares held by the 
Plan at year-end. 

Collective Investment Trust Funds: valued using quoted market prices of the underlying investment securities, 
independent pricing services or multi-factor regression models. 

Guaranteed Investment Contract: valued by comparing the contract’s crediting interest rate as of year-end to 
the weighted average rate credited to withdrawals from the contract during the year. 

The valuation methodologies described may produce a fair value calculation that may not be indicative of net 
realizable value or reflective of future fair values.  Furthermore, although the Plan believes its valuation 
methodologies are appropriate and consistent with other market participants, the use of different methodologies 
or assumptions to determine the fair value of certain financial instruments could result in a different fair value 
measurement at the reporting date. 

The following table sets forth by level, within the fair value hierarchy, the Plan’s assets as of December 31, 2014: 

 

 

The following table sets forth by level, within the fair value hierarchy, the Plan’s assets as of December 31, 2013: 

 

December 31, 2014  Level 1 Level 2 Level 3 Total 

Guaranteed Investment Contract -$                      -$                      568,629$         568,629$         

Mutual Funds

    U.S. Equity

        Large Cap 3,263,929        -                         -                         3,263,929        

        Small/Mid Cap 2,368,255        -                         -                         2,368,255        

    International Equity 638,633           -                         -                         638,633           

    Fixed Income 659,107           -                         -                         659,107           

    Balanced/Asset Allocation 622,761           -                         -                         622,761           

    Total mutual funds 7,552,685        -                         -                         7,552,685        

Collective Investment Trust Funds -                         16,927,924     -                         16,927,924     

Total investments, at fair value 7,552,685$     16,927,924$   568,629$         25,049,238$   

December 31, 2013  Level 1 Level 2 Level 3 Total 

Mutual Funds:

     Money market funds 1,751,050$     -$                      -$                      1,751,050$     

     Domestic balanced 9,270,589        -                         -                         9,270,589        

     Bond 2,442,771        -                         -                         2,442,771        

     Large-cap 8,934,626        -                         -                         8,934,626        

     Mid-cap 1,827,433        -                         -                         1,827,433        

     Small-cap 2,024,035        -                         -                         2,024,035        

     Foreign large-cap 2,705,299        -                         -                         2,705,299        

Total investments, at fair value 28,955,803$   -$                      -$                      28,955,803$   
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The following table sets forth additional disclosures for the fair value measurement of investments in certain 
entities that calculate net asset value per share (or its equivalent) as well as the Plan’s level 3 investments as of 
December 31, 2014 and 2013: 

 

(a) This class includes trusts valued as a Level 2 investment that invest in open-ended mutual funds, 

insurance company separate accounts, and collective trust funds that Principal considers appropriate 

based on the remaining time horizon of a particular fund and the expected risk tolerance of those 

investors associated with that Horizon.  The underlying funds consist of the S&P 500 Sep. Acct., 

S&P 400 Sep. Acct., S&P 600 Sep. Acct., Diversified International Fund, Intl. Small Company I5 

Sep. Acct., Intl. Emerging Markets Fund, Origin Emerging Markets Fund, Inflation Protection Fund, 

Bond Market Index Sep. Acct., Diversified Real Asset CIT, Global Real Estate Securities Fund, High 

Yield I Fund, Global Diversified Income Fund, and the Short-Term Income Fund. 

 

(b) This investment is a guaranteed insurance contract, valued as a Level 3 investment, which is a group 

annuity contract with a guarantee backed by the assets in the general account of Principal Life 

Insurance Company.  The general account consists of over 6,000 investments, which include 

corporate bonds, asset-backed securities, commercial real estate mortgages, government bonds, and 

short-term cash equivalents. 

 

The table below sets forth a summary of changes in the fair value of the Plan’s level 3 investments for the year 
ended December 31, 2014. 

 

The following table represents the Plan’s level 3 financial instruments, the valuation techniques used to measure 
the fair value of those financial instruments, and the significant unobservable inputs and the ranges of values for 
those inputs. 

 

Category

Fair value at 

December 31, 

2014

Fair value at 

December 31, 

2013

Unfunded 

commitments

Redemption 

frequency

Redemption 

notice period

Other 

redemption 

restrictions

Collective Trust (a) 16,927,924$        -$                       -$                      Daily None None

Guaranteed Investment Contract (b) 568,629$              -$                       -$                      Daily None None

December 31, 2014

Balance, beginning of year -$                         

Unit purchases 566,107             

Interest income 2,522                  

Balance, end of year 568,629$           

 Fair Value Measurements Using Significant Unobservable 

Inputs (Level 3) Guaranteed Investment Contract 

Principal Valuation Unobservable

Instrument Technique Inputs

Principal Fixed income 

Guaranteed Option
Discontinuation Valuation Composit Credit Rate **

Surrender Charge 5%

Range of Significant Input 

Values
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Principal Fixed Income Guaranteed Option Contracts are reported at Contract Value, which approximates fair 
value at December 31, 2014.  Contract Value is the aggregation of the contributions, plus interest, less 
withdrawals, if any.  The methodology for calculating the interest crediting rating is defined in Article I, Section 2 
of the contract under the term “Composite Crediting Rating.”  Under the terms of the existing contract, the 
crediting rate is currently reset on a semi-annual basis. 

**The Composite Crediting Rate history for the contract is as follows, using the range of dates that coincide with 
the plan year: 

 

Changes in Fair Value Levels 

The availability of observable market data is monitored to assess the appropriate classification of financial 
instruments within the fair value hierarchy.  Changes in economic conditions or model-based valuation techniques 
may require the transfer of financial instruments from one fair value level to another.  In such instances, the 
transfer is reported at the beginning of the reporting period. 

Plan management has evaluated the significance of transfers between levels based upon the nature of the financial 
instrument and size of the transfer relative to total net assets available for benefits.  For the year ended December 
31, 2014, there were no significant transfers in or out of levels 1, 2 or 3.  

5          Investments 

The following presents investments, at fair value, that represent 5 percent or more of the Plan's net assets at 
December 31, 2014, and 2013: 

 

During the year ended December 31, 2014, the Plan’s mutual fund investments (including gains and losses on 
investments bought and sold, as well as held during the year) appreciated in value by $1,332,112 and Collective 
Investment Trust Funds appreciated in value by $567,943. 

Time Period Rate

October 1, 2014 - December 31, 2014 2.00%

December 31 2014 2013

Vanguard 500 Index Inv 2,435,589$     2,963,080$     

Vanguard Prime Money Mkt ** 1,751,050        

Vanguard Tgt Retirement 2025 ** 2,244,560        

Vanguard Tgt Retirement 2035 ** 2,071,582        

Vanguard Total Bd Mkt Indx Inv ** 2,185,822        

Vanguard Windsor Inv ** 1,801,391        

Principal Trust Target 2015 Fund 2,170,170        *

Principal Trust Target 2020 Fund 1,671,323        *

Principal Trust Target 2025 Fund 4,325,267        *

Principal Trust Target 2030 Fund 1,743,007        *

Principal Trust Target 2035 Fund 2,139,635        *

Principal Trust Target 2040 Fund 2,266,247        *

Principal Trust Target 2050 Fund 1,493,409        *

Individually less than 5% of net assets 6,804,591        15,938,318     

Total Investments 25,049,238$   28,955,803$   

* Amount is less than 5% as of December 31, 2013

** Amount is less than 5% as of December 31, 2014
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6 Party-In-Interest Transactions 

Certain Plan investments are shares of mutual funds managed by The Vanguard Group, The Principal Financial 
Group, or an affiliate. Vanguard Fiduciary Trust Company and Principal Trust Company were both the Trustee as 
defined by the Plan for part of the Plan Year under audit. Therefore, these transactions, as well as notes receivable 
from participants, qualify as party-in-interest transactions. These transactions are not, however, considered 
prohibited transactions under Section 408(b) of the ERISA regulations. 

7 Information Certified By Trustee 

The plan administrator has elected the method of annual reporting compliance permitted by 29 CFR 2520.103-8 
of the Department of Labor's (“DOL”) Rules and Regulations for Reporting and Disclosure under ERISA. 
Accordingly, Principal Trust Company, the Trustee of the Plan, has certified that the following data included in 
the accompanying financial statements and supplemental schedule is complete and accurate: 

 Investments and notes receivable from participants, as shown in the statements of net assets available for 

benefits as of December 31, 2014.  

 Investment earnings and interest income on notes receivable from participants, as shown in the statement 

of changes in net assets available for benefits for the three months ended December 31, 2014. 

 Schedule of assets (held at end of year) as of December 31, 2014. 

Accordingly, Vanguard Fiduciary Trust Company, the former Trustee of the Plan, has certified that the following 
data included in the accompanying financial statements and supplemental schedule is complete and accurate: 

 Investments and notes receivable from participants, as shown in the statements of net assets available for 

benefits as of December 31, 2013.  

 Investment earnings and interest income on notes receivable from participants, as shown in the statement 

of changes in net assets available for benefits for the nine months ended September 30, 2014. 

8 Federal Income Tax Status 

The Plan under Vanguard was a non-standardized prototype plan sponsored by the Trustee or by an affiliate of 
the Trustee that has been adopted by the Company. The prototype plan under Vanguard obtained its latest 
opinion letter on March 31, 2008, in which the Internal Revenue Service (IRS) stated that the prototype plan, as 
then designed, was in compliance with the applicable requirements of the Internal Revenue Code ("IRC"). Under 
Principal, the plan document is individually designed.  Although the Plan was amended and restated with Principal 
during 2014, the Plan has not received an IRS determination letter.  The Plan administrator believes that the Plan 
is currently designed and being operated in compliance with the applicable requirements of the IRC. The Plan 
administrator believes that the Plan is qualified and the related trust was tax exempt as of the financial statement 
date. 

Accounting principles generally accepted in the United States of America require Plan management to evaluate tax 
positions taken by the Plan and recognize a tax liability if the Plan has taken an uncertain position that more likely 
than not would not be sustained upon examination by the IRS. The Plan administrator has analyzed the tax 
positions taken by the Plan, and has concluded that as of December 31, 2014, there are no uncertain positions 
taken or expected to be taken that would require recognition of a liability or disclosure in the financial statements. 
The Plan is subject to routine audits by taxing jurisdictions.  The Plan is currently undergoing an IRS examination 
for Plan Year 2012. 

During 2014, Plan management identified operational errors in contributions based on certain types of participant 
compensation as defined by the Plan.  The Company is in the process of correcting these operational errors in 
accordance with applicable IRS guidelines in order to maintain the Plan’s continued qualified status.   
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9 Plan Termination 

Although it has not expressed any intent to do so, the Company has the right under the Plan to discontinue its 
contributions at any time and to terminate the Plan subject to the provisions of ERISA.  In the event of Plan 
termination, participants would become 100% vested in Company contributions. 
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Schedule of assets (held at end of year) 

 

  

(a)                 (b) (c) (e)

Identity of Issuer, Borrower, Lessor or Similar Party Current value

American Funds American Balanced R4 Fund Mutual Fund 338,825$         

Fidelity Advisor Balanced Instl Fund Mutual Fund 283,936           

Eaton Vance Income Fund of Boston A Fund Mutual Fund 154,899           

Fidelity Advisor Total Bond I Fund Mutual Fund 145,488           

JP Morgan Government Bond Select Fund Mutual Fund 17,201             

Metropolitan West Total Return Bond M Fund Mutual Fund 146,252           

PIMCO Real Return Instl Fund Mutual Fund 195,267           

Invesco International Growth Y Fund Mutual Fund 50,728             

AllianzGI NFJ International Value Instl Fund Mutual Fund 177,430           

Dreyfus Midcap Index Fund Mutual Fund 22,198             

American Funds EuroPacific Growth R4 Fund Mutual Fund 195,154           

Galdman Sachs Small Cap Value IR Fund Mutual Fund 151,283           

Eagle Small Cap Growth A Fund Mutual Fund 47,052             

MFS International New Discovery R4 Fund Mutual Fund 7,966                

Oppenheimer International Growth Y Fund Mutual Fund 207,355           

Dreyfus Midcap Index Fund Mutual Fund 328,060           

Large Cap Growth I Inst Fund Mutual Fund 231,423           

Putnam Equity Income A Fund Mutual Fund 353,586           

T. Rowe Price New Horizons Fund Mutual Fund 231,642           

* Vanguard Selected Value Investor Fund Mutual Fund 303,970           

* Vanguard 500 Index Inv Fund Mutual Fund 2,435,589        

* Vanguard Small Cap Index Adm Fund Mutual Fund 419,905           

* Vanguard Small Cap Value Index Investor Fund Mutual Fund 393,300           

Voya Real Estate I Fund Mutual Fund 231,634           

Voya Mid Cap Opportunities I Fund Mutual Fund 23,807             

American Funds Washington Mututal Investors R4 Fund Mutual Fund 243,331           

Wells Fargo Advantage Discovery Adm Fund Mutual Fund 215,404           

* Principal Trust Income Fund Collective Investment Trust Fund 1,810                

* Principal Trust Target 2010 Fund Collective Investment Trust Fund 1,820                

* Principal Trust Target 2015 Fund Collective Investment Trust Fund 2,170,170        

* Principal Trust Target 2020 Fund Collective Investment Trust Fund 1,671,323        

* Principal Trust Target 2025 Fund Collective Investment Trust Fund 4,325,267        

* Principal Trust Target 2030 Fund Collective Investment Trust Fund 1,743,007        

* Principal Trust Target 2035 Fund Collective Investment Trust Fund 2,139,635        

* Principal Trust Target 2040 Fund Collective Investment Trust Fund 2,266,247        

* Principal Trust Target 2055 Fund Collective Investment Trust Fund 74,244             

* Principal Trust Target 2050 Fund Collective Investment Trust Fund 1,493,409        

* Prncipal Trust Target 2045 Fund Collective Investment Trust Fund 1,040,992        

* Fixed Income Guaranteed Option** Guaranteed Investment Contract 568,629           

* Loan Fund 4.25% 514,062           

Total assets held at end of year  $   25,563,300 

December 31, 2014

Description of Investment

**  Fair value approximates contract value at December 31, 2014

*Represents a party-in-interest.



Agenda Item 6 
Corporate Governance and 
Human Resources Committee Meeting 
October 22, 2015 

 
Revisions to Committee Mandate 

  
Action  
Approve and recommend to Board of Trustees. 
 
Background 
As part of the regular review of all Board committee mandates, the NERC legal department has reviewed 
the CGHRC mandate.  It has suggested several organization and clarification changes, including updating 
of language, which are reflected in the attached and also align the mandate with the other Board 
committee mandates.  In addition, the Legal Department has suggested two specific changes:   

1. Delete the requirement that the committee approve the employee handbook.  While the 
committee has responsibility for reviewing and approving key policies and practices and 
employee benefits, the actual handbook is otherwise a largely administrative document that is 
addressed on a regular basis by management.  

2. The Board recently approved consolidating a number of its policies into one set of Governance 
Guidelines, addressing a number of items such as a trustee code of conduct, trustee succession 
policies and the designation of the board chair. The Legal Department recommends specifically 
requiring the Committee to periodically review the Governance Guidelines.   

 



 

DRAFT Board of Trustees  
Corporate Governance and Human 
Resources Committee Mandate 
Approved by the Board of Trustees: _______________  
 
Committee Membership  
The Board of Trustees Corporate Governance and Human Resources Committee (CGHRC or the Committee) 
of the North American Electric Reliability Corporation (NERC) shall be composed of not less than three and 
not more than six of the independent members of the Board of Trustees (Board). The members of the 
CGHRC shall be appointed or reappointed by the Board at the regular meeting of the Board immediately 
following each Annual Meeting of the Member Representatives Committee. Each member of the CGHRC 
shall continue to be a member thereof until a successor is appointed, unless a member resigns, is removed, 
or ceases to be a trustee of the corporation. When a vacancy occurs at any time in the membership of the 
CGHRC, it may be filled by the Board. 
 
Purpose  
The purpose of the CGHRC is to assist the Board in (i) insuring the appropriate governance approaches for 
the corporation, (ii) overseeing the corporation’s employee compensation and benefit approaches, 
including the compensation of the corporation’s Board members and officers, and (iii) overseeing the 
corporation’s programs and practices for personnel development and human resources, as well as 
performing such other responsibilities as directed by the Board or this Mandate. 
 
Committee Authority and Responsibilities  
To carry out its purpose, the CGHRC shall have the following authority and responsibilities: 
 
Corporate Governance: 

1. Develop criteria governing the overall composition of the Board for recommendation to the Board. 

2. Periodically review the criteria for independence of the Board set out in the NERC Bylaws and 
recommend changes to the Board, as appropriate. 

3. Monitor the membership of the Board to ensure that: (i) the Board members are independent, (ii) 
qualifications under any applicable laws are maintained, and (iii) specific situations of conflict of 
interest are avoided. 

4. Coordinate an annual effectiveness evaluation of the Board, its structure, and processes. 

5. Review the self-assessments of the Board committees to assure that they are being done on a 
consistent basis. 

6. Review on a periodic basis the structure of the other Board committees, and, together with chairs 
of other Board committees, review the mandate of each committee and recommend changes to 
the Board, as appropriate. 



 

7. Ensure the meaningfulness and timeliness of support, information, and documentation from 
NERC management to the Board. 

8. Develop a Board member and company code of conduct and conflict of interest policy for 
adoption by the Board and periodically review the code of conduct and conflict of interest policy 
and recommend changes, as appropriate. 

9. Develop recommendations for the Board regarding Board member succession policy. 

10. Develop Governance Guidelines for adoption by the Board, that address the overall governance 
processes of the Board, and periodically review them and recommend changes, as appropriate.  

Compensation and Benefits:  

1. Review, on an annual basis, the compensation plan for members of the Board and make 
recommendations to the Board, as appropriate. 

2. Conduct periodic reviews of industry compensation and benefit practices and trends and other 
information in order to assess the adequacy, effectiveness and competitiveness of the Company’s 
compensation and benefit plans for Board members and officers. 

3. Approve the metrics related to the Corporation’s annual performance goals for use in determining 
incentive compensation. 

4. Review and approve a general compensation and benefit structure for the officers and 
management of the corporation. 

5. Review the performance and approve the compensation and significant benefit plans for all 
officers of the Corporation, including salaries, bonuses, life insurance and retirement benefits, 
based on recommendations by the NERC’s President and Chief Executive Officer (the “CEO”). 

6. Recommend to the Board the appropriate compensation, including salary and bonus, of the CEO. 

Personnel Development and Human Resources: 

1. Regularly review the performance of the CEO and provide feedback as appropriate. 

2. Review with the CEO the essential elements of key personnel succession planning. 

3. Review overall staffing levels and management’s plans and activities for the development and 
improvement of key personnel. 

 
Other Matters 

1. Oversee the corporation’s retirement plans and take various other actions related thereto, 
including, but not limited to, the following: (i) create such retirement plan investment policy 
statements and retirement plan oversight committees as it deems appropriate to provide day to 
day oversight of the company’s retirement plans; (ii) review, on an annual basis, the performance 
of the company’s retirement plans; and (iii) undertake such other actions as it deems prudent in 
connection with its oversight responsibilities and otherwise consistent with applicable law.    
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2. Review the corporate governance aspects of the Corporation’s Form 990 prior to it being filed with 
the Internal Revenue Service.   

3. Whenever it may be appropriate to do so, retain and receive advice from experts, including 
independent compensation consultants and legal counsel, and conduct or authorize the conduct of 
investigations into any matters within the scope of the responsibility of the CGHRC as the CGHRC may 
consider appropriate. 

4. Perform such other functions as may be delegated from time to time by the Board.  
 

Committee Meetings 
The CGHRC shall meet at least twice a year by conference call or in person.  Meetings may occur at the 
same place in conjunction with the regular Board meetings of the corporation, or as determined by the 
members of the CGHRC, using the same meeting procedures established for the Board.  Meetings may be 
held in either open or closed session as set forth in the Bylaws of the corporation. 
 
A majority of the Committee members shall constitute a quorum.  Except where prescribed differently by 
law: (a) any action or decision of the CGHRC requires a vote of a majority of the Committee members then 
in attendance at any Committee meeting provided a quorum is present; and (b) participation may be 
telephonic or by Action without a Meeting.  The Committee may hold special meetings as circumstances 
require.  Minutes of each Committee meeting shall be maintained as part of the Committee’s record. 
 
Governance 
The Board, or in the event of their failure to do so, the members of the CGHRC, shall appoint a chair from 
among their members.  The CGHRC Chair shall be responsible for leadership of the Committee, scheduling 
of meetings, setting agendas, presiding over Committee meetings, and making reports to the Board.  The 
CGHRC shall appoint a person, who does not need to be a member of the Board or of the Committee, to 
assist the Chair and serve as the non-voting secretary. 
 
Review 
The CGHRC shall review this mandate annually and recommend to the Board any changes it considers 
advisable.  Any changes must be approved by the full Board.  The CGHRC shall complete a self-assessment 
annually to determine its effectiveness. 
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Agenda Item 7
Corporate Governance and 
Human Resources Committee Meeting 
October 22, 2015 

Staffing and Recruiting Update 

Action 
Review 

Background 
Talent acquisition remains a core priority. Management continues to evaluate hiring practices, 
strategies and attrition in an effort to narrow the ongoing gap between actual and budgeted 
full time equivalent employees. 

Thirteen (13) employees were hired through the period of July 1 through September 30, 2015, 
descriptions of which are below. 

Manager, Watch Operations 
Dave Halla joined NERC on July 6, 2015 after 33 years of military service in the United States 
Air Force and the Arizona Air National Guard. David has spent the last 3 years as the exercise 
director and lead planner for US Cyber Command’s premier domestic response exercise, 
‘CYBER GUARD,’ focused on critical infrastructure cyber protection, cyber-attack mitigation, 
and recovery. Dave has an MBA from Western Governor’s University, a MS in 
Instructional/Performance Technology from Boise State University, and a BS in Psychology & 
Middle East History from the United States Air Force Academy. 

Principal Advisor, Reliability Risk and Compliance Analysis 
Linda Murphey-Rose joined NERC July 6, 2015. Linda has over 25 years of experience in 
utilities, generation and unregulated energy companies. As an independent consultant, she 
has worked with Sandia National Energy Lab, PG&E, Public Service New Mexico and Xcel 
Energy on smart grid, outage management and records governance projects. Linda has a BA 
from the University of Pittsburgh a MBA from Texas A&M University and has completed 
doctoral work in statistics from the University of Houston. She has a Six Sigma Green Belt 
and the ITIL Foundations certificate. 

Reliability Standards Analyst 
Mat Bunch joined NERC July 6, 2015. Mat previously worked as a contractor for 
Midcontinent Independent System Operator (MISO) where he was responsible for 
developing internal controls and implementing stronger fiscal oversight procedures for the 
Legal and Compliance Services Division. He also has four years of paralegal experience at law 
firms specializing in governmental and regulatory litigation. Mat has a BS in Public Policy 
from the School for Public and Environmental Affairs at Indiana University. 

Administrative Assistant 
Melanie Ward joined NERC July 13, 2015.  Melanie was with Georgia Power Company as a 
Senior Secretary where she provided support to management and regional employees. 
Prior, she worked as a Support Specialist Senior at Georgia Power in their Metering Services 
Department. She has a BS in Psychology from the University of Phoenix. 



  
 
Manager of Compliance Risk Analysis 
Chris Larson joined NERC July 27, 2015. Chris worked in Minneapolis, Minnesota with 
Ascension Point Recovery Services as the Director of Operations. Prior, he was a Project 
Manager for Target Corporation, implementing automated distribution systems. Chris also 
served in the US Navy for eight years as a submarine officer. Chris has a BS in Systems 
Engineering from the US Naval Academy and a MS in Nuclear Engineering from 
Massachusetts Institute of Technology. 
 
Senior Engineer of System Analysis 
Olushola Lutalo joined NERC on July 27, 2015. Prior, Olushola was with TRC Power Systems 
Studies as the Senior/Principal Power Systems Engineer serving in the areas of studies 
performance, coordination, and marketing responsibilities. Olushola has over thirty years’ 
experience performing power system studies for a variety of power system organizations in 
several NERC regions. Olushola has a BSEE from Tuskegee University and a MSEE from the 
University of Tennessee. He is also a Senior Member of IEEE, a registered professional 
engineer, and a Project Management Institute certified project manager. 
 
Senior Manager of Performance Analysis 
David Till joined NERC on July 31, 2015. David has 35 years of service to the electric grid 
while working for TVA. He performed a variety of strategic, long range planning, safety and 
cyber-attack investigatory, customer interface, transmission operations and maintenance, 
and field test engineering roles. David has a BS in Electrical Engineering from Mississippi 
State University. 
 
Administrative Assistant 
Linda Jenkins joined NERC August 2, 2015. Linda has worked with AGL Resources in Atlanta, 
GA as a Corporate Administrative Support, Mental Health Systems, Inc. (San Diego, CA) as an 
Executive Assistant, and with the Defense Contract Audit Agency (DCAA) and Defense 
Investigative Service (DIS) – San Diego, as Administrative Assistant. Linda has a BS from the 
University of Phoenix in Business Management. 
 
Senior Engineer of Reliability Performance Analysis 
Brad Gordon joined NERC August 3, 2015. Prior, Brad was a Sr. Lead Engineer in 
Performance Compliance and NERC & Regional Coordination with PJM Interconnection in 
Valley Forge, Pennsylvania and spent over 20 years in Transmission Operations and 
Distribution with FirstEnergy Corporation. Brad has a BS from the Pennsylvania State 
University and MBA from Alvernia University.  
 
Counsel 
Arthur Brown joined NERC on August 10, 2015. Most recently, Arthur represented public 
utilities in regulatory matters and commercial litigation as a senior associate at the 
Minneapolis law firm of Briggs and Morgan, P.A. He has also worked as a regulatory 
attorney for the District of Columbia Office of the People’s Counsel, where he litigated 
electric and gas rate cases before the District of Columbia Public Service Commission. Arthur 
has a MS in Public Administration from Cornell University and a JD from Wake Forest 
University. 
 
 



  
Manager (CRISP) Cyber Risk Information Sharing Program 
Steve Herrin joined NERC on August 31, 2015. In Steve’s eight years with the Department of 
Homeland Security's Office of Infrastructure Protection, he served two years as an 
Intelligence Research Specialist, Branch Chief of the Infrastructure Analysis Branch for four 
years, and he was a Risk Analyst in the Risk Development Branch for two years.  Prior, Steve 
worked for the insurance brokerage firm, McGriff, Seibels and Williams, Inc. Steve has a BBA 
in Risk Management and Insurance from Georgia Southern University and an Executive MBA 
from Georgetown University.  He served in the US Navy Submarine Service for over twelve 
years. 
 
Watch Officer 
Zachary Fields joined NERC on August 31, 2015. Zach previously interned at the National 
Cable & Telecommunications Association. He recently graduated from the University of 
Maryland University College with a BS degree in Cybersecurity and holds a Security+ 
certification. 
 
Senior Watch Officer 
Cordell Briggs joined NERC September 28, 2015.  Cordell was an Information Technology 
Specialist with the Department of Homeland Security National Cybersecurity and 
Communications Integration Center (NCCIC), where he planned and conducted cyber 
exercises for the NCCIC Watch Floor, federal departments and agencies, state, local, tribal, 
territorial and private stakeholders across the nation. His experience prior to the NCCIC 
includes working at the Los Alamos National Laboratory in the High Performance Computing 
Division Office. Cordell has a BS degree in Cybersecurity from California State University, San 
Bernardino and is a Certified Information Systems Security Professional. 
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Board of Trustees/Member Representatives Committee Proposed
2015 Survey Questions



Levels of Effectiveness

1 = Needs Prompt Attention (“unacceptable performance”)

2 = Below Expectations (“performance area with opportunity for improvement”)

3 = Meets Expectations (“meets the required standard of performance”)

4 = Exceeds Expectations (“exceeds the required standard of performance”)

5 = Outstanding (“far exceeds the required standard of performance”)



The survey will include a prompt requiring comment for any item rated “No” in response to a “Yes/No” item or a “Needs Prompt Attention” or “Below Expectations” in response to the 5-point levels of effectiveness scale.  Optional comments may be provided for items rated “Yes” in response to a “Yes/No” item or “Meets Expectations”, “Exceeds Expectations” or “Outstanding” on the 5-point levels of effectiveness scale.

		2015 BOT & MRC Proposed Questions

		BOT

		MRC



		Strategy



		The Board has knowledge of and familiarity with NERC’s corporate values, mission, vision, strategic plan, and business plan and reflects this understanding in evaluating key issues.

		X

		X



		The Board effectively works with management to establish NERC’s strategic and business plans.

		X

		X



		Board members stay abreast of issues and trends affecting NERC and the industry and uses this information to assess and guide NERC performance.

		X

		X



		The Board effectively sets priorities through the strategic and annual business plans. 

		X

		X 



		The Board takes appropriate account of the international charter of the North American bulk power system.

		X

		X



		Observation and Opportunities for Improvement:

		X

		X



		Oversight



		The Board is sufficiently involved in the ERO Enterprise (NERC and the Regional Entities) annual business planning and budgeting process.

		X

		X



		The Board sufficiently ensures that the ERO Enterprise (NERC and the Regional Entities) business plan and budget provides for the efficient and cost-effective operation of the ERO Enterprise.

		X

		X



		The Board is sufficiently involved in monitoring the corporation’s compliance with regulatory requirements and directives.

		X

		X



		The Board sufficiently ensures that the standards development and approval process considers the costs and benefits of new reliability standards.

		X

		X



		The Board sufficiently ensures that the ERO Enterprise’s compliance and enforcement processes are efficient and cost effective.  

		X

		X



		The Board's decision making process is sufficiently transparent and open.

		X

		X



		The Board’s decision making process is not inappropriately influenced by either management or the stakeholders

		X

		X



		Observation and Opportunities for Improvement: 

		X

		X



		Stakeholder Relations



		The Board effectively works with the MRC and other stakeholders to seek and consider stakeholder input when establishing ERO priorities and considering key policy issues.  

		

		



		The Board establishes a positive and cooperative dialogue with U.S. federal and state regulators.

		X

		X



		The Board establishes a positive and cooperative dialogue with Canadian federal and provincial regulators.

		X

		 X



		Observation and Opportunities for Improvement:  

		X

		X



		Composition/Structure



		The Board's size is appropriate and effective.

		X

		X



		Board members reflect broad diversity of competency strengths and professional experience.

		X

		X 



		The Board's Committees have suitable mandates and membership.

		X

		 



		Observation and Opportunities for Improvement:

		X

		X



		Board Functioning



		The Board has established procedures that ensure Board members receive written meeting notices, agendas and appropriate background material in time to prepare in advance of meetings, are presented meaningful information during meetings, and receive timely and accurate minutes.

		X

		



		The number of Committee meetings is appropriate.

		X

		X



		The Chair of the Board effectively oversees and facilitates Board activities and direction.

		X

		X



		The Chair manages meetings efficiently to allow for sufficient discussion and constructive input on important issues and provides appropriate allocation of time to agenda items.

		X

		X



		Board goals, expectations, and concerns are effectively communicated with the CEO and other senior management through sufficient, meaningful dialog during Board meetings or otherwise.

		X

		



		Board members participate as equals and communicate openly.

		X

		X



		Observation and Opportunities for Improvement:

		X

		X



		NERC Management



		The Board has appropriate access to management.

		X

		 



		The Board avoids excessive involvement in detail and day-to-day management.

		X

		



		The Board is sufficiently involved in ensuring competent and well-motivated senior management and ensuring that proper development and succession plans are in place for CEO and other senior management.

		X

		 



		Observation and Opportunities for Improvement:

		X

		X



		Other Factors



		I feel I am personally making a meaningful contribution to the corporation by my attendance and participation at the Board, committee meetings, and other activities.

		X

		



		I feel my peers are personally making a meaningful contribution to the corporation by their attendance and participation at the Board, committee meetings, and other activities.

		X

		 



		Observation and Opportunities for Improvement:

		X

		X
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		ERO Enterprise Metric 1: Reliability Results

		



		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		Determine the frequency and severity of BPS events, excluding weather, flood, or earthquake. The target is fewer, less severe events during 2015–2018; no Category 4 and 5 events, and Category 1–3 events are trending favorably.

		

		· No Category 4 or 5 events. 

· The slope of the cumulative trend line in the composite daily “event Severity Risk Index” (eSRI) for Category 1–3 events remains flat or negative.

· Measured for the period beginning 1/1/2011 to-date, includes days with zero events and excludes Category 4 and 5 events, events caused by terrestrial weather, AESO islanding.

		











		ERO Enterprise Metric 2: Assurance Effectiveness

		



		Measure of success

		Threshold

		Target

		



		Assess all Category 3 and above events. The target is to reach zero gaps in Reliability Standards and compliance monitoring by 2017.

		Following any Category 3 or above event, a gap analysis of standards and compliance monitoring is completed and recommendations identified within 90 days of receipt of event analysis(es) and compliance self-assessment(s) from Registered Entity(ies).

		Target is zero gaps. If there are gaps identified in existing standards or compliance monitoring, an alternative acceptable target is that gaps are closed within one year of the gap analysis report being released, two years if a technical study is needed first.

		
















		ERO Enterprise Metric 3: Risk Mitigation Effectiveness

		



		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		Review the BES risk profile each year to determine actual and potential risks.

		Stated threshold results achieved for each risk.

		Stated target results achieved for each risk. The target is to identify, select, and mitigate the high priority risks (with specific metrics for each established project).

		



		1. Changing Resource Mix

		

		· By yearend 2015, complete an assessment of efficacy of proposed measures for Essential Reliability Services (ERS) based on industry field testing of those ERS measures as recommended in the ERS report submitted to NERC board in Q1.

· By April 2015, complete a Phase 1 analytic assessment of the potential reliability impacts of the proposed EPA Clean Power Plan, including the adequacy of supply resources and transmission infrastructure, essential reliability services, and natural gas deliverability.

· By yearend 2015, with the EPA final rule available, develop a detailed plan for the assessment of reliability impacts of the final rule.

		















		2. Extreme Physical Events

		· Provide ERO staff training and industry education on implementation of GMD operations standard (EOP-010) at one or more workshops and one or more webinars by Q2 2015. 

· Provide ERO staff training and industry education on implementation of GMD engineering (TPL-007) at one or more workshops and one or more webinars by yearend.

· Provide ERO staff training and industry education on physical security (CIP-014) at two or more workshops and two or more webinars by yearend.

		· Complete threshold training and education and additionally publish RSAW and implementation guidance for GMD operations (EOP-010).

· Complete threshold training and education and additionally publish RSAW and implementation guidance for GMD engineering (TPL-007).

· Complete threshold training for CIP-014 and publish compliance guidance on R1 and R2 in Q1, R4 and R5 in Q2, and R6 in Q3.

		
















		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		3. Cybersecurity Preparedness

		· Provide ERO staff training and industry education on cyber security (CIP V5 standards) at two or more workshops and two or more webinars by yearend.

· Complete CIP V5 RSAW in Q2.

· Publish guidance and reference materials addressing transition challenge topics identified in 2014 (or demonstrate topics are addressed by alternate means).

		· Publish lessons-learned and FAQ documents from the CIP V5 implementation study report and ongoing work with the CIP V5 transition advisory group.

· Develop common CIP V5 compliance audit approach addendum to auditor handbook (high and medium scoped programs) by Q4.

· Deliver five CIP auditor workshops, covering RSAW, lessons learned, FAQ and common auditor approaches. Ensure all CIP auditors have received necessary training by yearend.

		











		4. Protection System Misoperations





		· Establish one or more metrics to trend relay misoperation performance and develop an initial benchmark to most recent data available.



		· Complete at least two mitigation actions from among those recommended in the NERC Staff Analysis of Reported Misoperations, presented to the Planning Committee in December 2014 to reduce the risk of Protection System Misoperations.

· Trend misoperations related to the mitigation actions taken and report the effectiveness of NERC and industry actions.

		















		5. Extreme Weather Preparedness and Resiliency Efforts

		· Perform analysis, including the use of GADS, TADS, and DADs data, to evaluate BPS performance during 2012–2014 extreme weather events and identify any trends or recommendations as appropriate.

· Continue to monitor for severe weather performance of the BPS during 2015 and use appropriate intervention strategies: lessons learned, event analysis report recommendations, webinars, and training.

		· Develop analysis methods for severe weather events in relation to historical trends, using metrics from GADs, TADS and DADs, capacity deficiency management procedures or tools, and other appropriate benchmarks.

· Identify potential interdependencies between extreme weather and resiliency performance, and document in a whitepaper.

· Produce an annual extreme weather preparedness webinar and formal feedback to support seasonal and special reliability assessments.

		
















		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		6. Right-of-Way Clearances

		· Develop a statistical approach for sampling high priority line discrepancies that can be used to improve NERC’s assurance that facility ratings have been appropriately calculated.

· Develop an assurance plan and test this statistical approach by conducting a spot validation of a select subset of high priority line clearance discrepancies. 



		· Leverage Regional Entity resources to complete validation site visits for the purpose of assuring NERC that entities with significant high priority line discrepancies are calculating facility ratings appropriately.

· Leverage industry forums as needed (e.g.,  NATF) to publish best practices by entities that completed mitigation of high priority line discrepancies, as well as methods for cost-effective  programs to sustain adequate conductor clearances consistent with facility ratings.

		






















		ERO Enterprise Metric 4: Program Execution Effectiveness

		



		

		

		

		



		Sum of the weighted sub-metrics.

		

		

		



		Sub-metrics

		



		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		Sub-metric A

Percent of all board-approved standards[footnoteRef:1] meet quality criteria and results-based construct. [1:  Regional Standards are not included, this applies to NERC only.] 


		· Initiate 100% of standards upgrade and improvement projects needed to bring standards to steady state, as detailed in the RSDP (16 projects).

		· Complete (NERC board approval) of 80% of these projects (13 out of 16) by yearend 2015.

· All new standards that go to the NERC board meet quality criteria as outlined in the RSDP.

		















		Sub-metric B

Quality, up-to-date guidance developed for board-approved Reliability Standards related to risk elements to support risk-based compliance monitoring.

		· Every standard that goes to ballot will have guidance alongside. Every standard that is reviewed as part of the 10-year review cycle will have a current up-to-date guidance.

· Conduct guidance and outreach for 50% of standards that are associated with the risk elements identified in the annual compliance and enforcement monitoring program.

		· NERC Compliance Assurance, in concert with the Regions and support from Standards as needed, conducts in-depth training for compliance and enforcement staff within 3 months after every standard is approved by FERC in 2015.

· Conduct guidance and outreach for 75% of standards that are associated with the risk elements identified in the annual compliance and enforcement monitoring program.

		




















		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		Sub-metric C

Improve registration practices commensurate with risk and RAI in light of the new BES definition and the obligations of registered entities to operate reliably.

		

		  For Phase 1:

· Non-ROP and non-IT changes implemented by yearend 2015: common registration form, one-time attestations, internal policies and procedures, and guidelines and metrics for NERC oversight of Regional Entities.

· ROP criteria regarding elimination of functional registration categories fully implemented six months from FERC approval.

· ROP criteria regarding modifications to Distribution Provider registrations fully implemented 12 months from FERC approval.

For phase 2:

· Conduct technical analysis and develop a report with recommendations regarding the risks, benefits, and proposed criteria for applying subsets of standards for TO, TOP, GO, and GOP registered functions that have minimal impact on bulk power system reliability.

		




















		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		Sub-metric G

Transformation of RAI concepts to implementation of risk-based compliance monitoring and enforcement.





		· During 2015, all ERO auditors and risk evaluation personnel receive requisite training on Inherent Risk Assessment and Internal Controls Evaluation through workshops and webinars, including use of case examples, lessons learned, and best practices.

· Two workshops and two webinars for industry participants covering risk-based compliance and enforcement during 2015.

· Risk-based compliance and enforcement web site remains current and continues to receive positive feedback in stakeholder meetings through yearend.

· With inputs from the advisory group, develop quantitative and qualitative metrics associated with 7 success factors and report results to NERC board quarterly.

· Submit compliance filing to resolve directives, if any, from regulator regarding risk-based compliance and enforcement.

		· Provide Regional Entities with written documents guiding regional implementation of risk-based compliance monitoring and enforcement, including quality attributes to be monitored, metrics to be monitored, and oversight assurance plan.

· Deliver feedback on consistency to Regional Entities and provide summary report to board on a quarterly basis regarding the nature of oversight assurance corrective adjustments.

		




















		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		Sub-metric H

Increase ES-ISAC participation and appropriately anonymized information sharing through the use of CRISP and the ES-ISAC secure portal.  

		· 50% increase in information sharing activities delivered to industry (based off of 2014 AOO posts and watch list entries).

· 100% increase in security issues reported by industry into the ES-ISAC portal.

· Initial subscription entities have CRISP installed and operational.

· Jointly with ESCC, complete a strategic assessment of the scope and capabilities of the ES-ISAC, including benchmarking to other sector ISACs and inputs regarding industry needs.

		· 100% increase in information sharing activities (based off of AOO posts and watch list entries).

· 300% increase in security issues reported by industry into the ES-ISAC portal.

· At least 85% of initial subscription CRISP participants are receiving at least monthly issue reports from ES-ISAC/PNNL during Q3 and Q4.

· By Q4 2015, improve timeliness for sharing of indicators of compromise and physical and cyber threat information following first notice to ES-ISAC: 4 hours or less for significant security event with threat level for recurring/additional harm remaining high, 24 hours or less for significant security event with residual threat level reduced to normal, and 72 hours or less for non-significant security events that cause no known impacts to Electricity Sector systems and typically occur ten or more times per year across North America.

· Include in 2016 business plan changes to ISAC scope and resources per the ESCC strategic assessment, and complete any actions designated for 2015 completion.

		















		Sub-metric I

Report to Board of Trustees on assessment of quality and availability of planning and engineering models and data with recommendations for model enhancements.  

		· Acquire and measure quality of summer power flow and dynamic cases, creating a feedback loop to case creation groups.

· Develop procedures for taking interconnection-wide system readings to benchmark power flow case fidelity.

· Test model fidelity using real system data and document results in an internal whitepaper.

		· Assess and improve the model validation procedures. Update NERC Model Validation Procedure with results of field trials to present to Planning Committee in Q3 2015.

· Publish NERC Validation Procedure by yearend.

		




















		Measure of success

		Threshold

		Target

		Q3, 2015 IA

Validation



		Sub-metric J

Achieving transition laid out in operating model regarding ERO Enterprise personnel and ERO Enterprise (NERC and Regional Entity) infrastructure and applications. 

		· In collaboration with the Regional Entities, complete a compliance filing with FERC addressing the attributes of Regional Entity consistency and how they will be achieved.

· Complete, execute, and file updated Regional Delegation Agreements by Q2 2015.

		· In collaboration with the Regional Entities, develop and implement an oversight program for risk-based compliance and enforcement, including quality attributes to be monitored by NERC and performance metrics to be monitored. Provide quarterly reports to the NERC board.

· In collaboration with Regional Entities, develop an oversight program for organization registration that will be ready for implementation in Q1 2016. Documents include quality attributes to be monitored by NERC and performance metrics to be monitored.

· Complete all ERO Enterprise tool projects in accordance with ERO EMG approved schedule, without material project overrun or setback.

		











		Sub-metric K

Stakeholder annual satisfaction/perception survey of the ERO’s effectiveness to manage risk, budget, and stewardship.

		· Conduct survey in Q1 and prepare initial benchmarking report by Q2, with specific focus areas for improvement identified.

· Action plan for each focus area identified for improvement by Q2.  

		· 2015 planned improvements are completed by yearend.

· Second annual stakeholder satisfaction/perception survey ready to launch in Q3 2015 or Q1 2016 as preferred by industry.

		











		Sub-metric L

BES Security Metrics Framework provides method to assess threats, identify risk, and develop remediation strategies.

		· Draft security metrics framework for industry input and comment by Q2.

· Execute GridEx III in 2015, providing a severe cybersecurity and physical security scenario to exercise crisis response and recovery plans across industry and to gather actionable lessons learned to deliver back to industry, the ERO, and ESCC.

		· Deliver a security metrics framework for NERC board approval by yearend.

· Expand GRIDEX III to include regionally-facilitated sub-exercises and to also include an expanded executive tabletop with other lifeline sectors.

· Provide a preliminary report to NERC board and ESCC summarizing key lessons from GRIDEX III and comparative improvements from the previous exercise.

		















Sub-metrics D, E, and F related to enforcement have been removed but will be tracked and reported quarterly to the Board of Trustee Compliance Committee at the quarterly meetings.
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Agenda Item 3

Corporate Governance and

Human Resources Committee Meeting

October 22, 2015



NERC 2015 Corporate Metrics





Action

None



Background

Each quarter, NERC provides a summary and status of NERC’s Corporate Metrics and the activities towards achieving them. These activities are reviewed and verified by NERC management as well as internal audit staff. Each metric is then assigned a colored status depicting progress: 

1. 	On-target (green), 

2. 	Threshold with additional monitoring to reach Target (yellow), or 

3. 	Deviation from Threshold with the concern of missing Target by year-end (red). 



The 2015 third quarter status report is provided as an informational update to the CGHRC.



Summary

1. Corporate Performance Metrics – Quarter 3 CGHRC Report presentation 

2. 2015 ERO Enterprise and Corporate Metrics – Quarter 3 Status Report 




			

		

Board of Trustees Committee Proposed
2015 Survey Questions



Levels of Effectiveness

1 = Needs Prompt Attention (“unacceptable performance”)

2 = Below Expectations (“performance area with opportunity for improvement”)

3 = Meets Expectations (“meets the required standard of performance”)

4 = Exceeds Expectations (“exceeds the required standard of performance”)

5 = Outstanding (“far exceeds the required standard of performance”)



In considering each of the Committee tasks, the trustee respondent should provide a response based on their perspective as to how “effectively” the Committee addresses the task.  The survey will include a prompt requiring comment for any item rated “No” in response to a “Yes/No” item or a “Needs Prompt Attention” or “Below Expectations” in response to the 5-point levels of effectiveness scale.  Optional comments may be provided for items rated “Yes” in response to a “Yes/No” item or “Meets Expectations”, Exceeds Expectations” or “Outstanding” on the 5-point levels of effectiveness scale.

Finance and Audit Committee 2015 Self-Assessment Questions



		Corporation Annual Financial Statement Review



		The Committee effectively ensures that management maintains the quality, credibility, and objectivity of the corporation's financial reports.



		The Committee effectively reviews with the external auditor any significant emerging accounting and reporting issues and their potential impact on the corporation's financial statements.



		The Committee effectively reviews and approves changes in accounting policies after considering the appropriateness of such selections and changes.



		The Committee effectively reviews with management, the external auditor and legal counsel the corporation’s procedures to ensure compliance with applicable laws and regulations.



		The Committee effectively reviews with management, the external auditor and legal counsel any significant litigation, claim, or other contingency, including tax assessments, that would have a material effect upon the financial position or operating results of the corporation, together with related financial disclosures.



		The Committee effectively determines, based on its review and discussion thereof with management and the external auditor, whether to recommend the acceptance by the Board of the audited financial statements. 



		Monitoring Relationship with External Auditor



		The Committee effectively evaluates the performance of the external auditor and the auditor’s estimated annual audit fees and reappoints, or, if necessary, takes steps to replace the external auditor.



		The Committee effectively meets privately with the external auditor to ascertain the level of access and cooperation received from management during the course of the audit.








		Adequacy and Integrity of Internal Accounting Controls



		The Committee effectively consults with management with regard to any recommendations from the external auditor or the committee relating to internal accounting controls.



		Annual Business Plan and Budget



		The Committee effectively reviews the annual ERO Enterprise (NERC and the Regional Entities) Business Plan and Budget preparation and approval, including associated assessments, as well as any other special budget and assessments of the corporation or a Regional Entity, and such other matters as are deemed necessary.



		The Committee effectively reviews and reports to the Board quarterly on actual unaudited quarterly results versus approved budgets of NERC and the Regional Entities.



		Other Responsibilities



		The Committee effectively reviews the policies for approval of senior management expenses, including those of the chief executive officer.



		The Committee effectively reviews the financial aspects of the corporation's Form 990 prior to it being filed with the Internal Revenue Service.



		The Committee effectively reviews the investment policy governing the investment of funds held by the corporation.



		Committee Functioning*



		The number of Committee meetings is appropriate.



		The size of the Committee is appropriate.



		The information provided in support of the agenda is appropriate and available in a timely manner in advance of Committee meetings.



		The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient discussion and constructive input on important issues.



		
Open-ended Question



		Observation and Opportunities for Improvement







*Yes/No questions
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Corporate Governance and Human Resources 2015 Self-Assessment Questions



		Committee Responsibilities



		The Committee effectively develops criteria governing overall composition of the Board for recommendation to the Board.



		The Committee effectively monitors the members of the Board to ensure, per bylaws, their independence and qualifications are maintained and have no conflicts of interest.



		The Committee effectively reviews the NERC Governance Guidelines, including the Trustee Succession Policy and Code of Conduct, and considers any necessary recommendations for changes.



		The Committee ensures the meaningfulness and timeliness of support, information, and documentation from management to the Board.



		The Committee effectively coordinates an annual effectiveness evaluation of the Board and Committees.



		The Committee effectively reviews annually the compensation plan for members of the Board.



		The Committee effectively approves the metrics related to the corporation’s annual performance goals for use in calculating incentive compensation.



		The Committee effectively reviews the structure and mandates of the Committees, recommending changes to the Board as appropriate.



		The Committee effectively reviews the CEO’s performance, recommends to the Board the compensation, including salary and bonus, and provides feedback, as appropriate.



		The Committee effectively approves the hiring or promotion of officers.



		The Committee effectively reviews and approves the remuneration of all officers, including salaries and bonuses as recommended by the CEO.



		The Committee effectively reviews and approves a general salary structure for the officers and management of the corporation.



		The Committee effectively reviews overall staffing levels and management’s plans and activities for the development and improvement of key personnel.



		The Committee effectively reviews with the CEO essential elements of senior management succession planning.



		The Committee effectively reviews and approves, as appropriate, an employee manual.



		The Committee effectively recommends to the Board the appointment of Board members to each of the committees.



		The Committee effectively works with management to assure that new Board member orientation and education is comprehensive and meaningful. 



		
Plan Oversight



		The Committee effectively reviews significant benefit plans (including the corporation’s retirement plans) and make recommendations and provide feedback to the Board.



		The Committee effectively provides oversight of the corporation’s Savings and Investment Plan through actions it deems prudent in connection with its oversight responsibilities and otherwise consistent with applicable law.



		The Committee effectively reviews the corporate governance aspects of the corporation’s Form 990 prior to it being filed with the Internal Revenue Service.  








		Committee Functioning*



		The number of Committee meetings is appropriate.



		The size of the Committee is appropriate.



		The information provided in support of the agenda is appropriate and available in a timely manner in advance of Committee meetings.



		The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient discussion and constructive input on important issues.



		Open-ended Question



		Observation and Opportunities for Improvement







Yes/No questions





Standards Oversight and Technology Committee 2015 Self-Assessment Questions



		Committee Standards Oversight Responsibilities



		In collaboration with the Reliability Issues Steering Committee, the Committee effectively works with management to identify strategic priorities for reliability standards development and provides feedback to the Standards Committee, Board and management on the annual standards development work plan.



		The Committee effectively monitors overall results of the standards development process, and makes recommendations to the NERC Standards Committee, Board and management regarding potential improvements.



		In collaboration with the Reliability Issues Steering Committee, the Committee effectively assesses emerging reliability risks affecting standards, making recommendations as appropriate.



		The Committee effectively monitors progress in addressing regulatory mandates and directives related to standards.



		The Committee effectively serves as the Level 2 Appeals Panel as set forth in the NERC Standard Processes Manual, Appendix 3A to the NERC Rules of Procedure.



		The Committee effectively reviews periodically NERC’s status with the American National Standards Institute.



		The Committee effectively provides advice and recommendations to the Board on any standards-related issues referred to it by the Board.



		Committee Technology Oversight Responsibilities



		As part of the annual business plan and budgeting process, the Committee effectively reviews annually the resource requirements and funding for IT-related investments and costs.



		The Committee effectively provides the Board with recommendations for action on proposed NERC projects that employ new technology.  



		The Committee effectively reviews with management company computer systems environment, security procedures, and contingency plans.



		The Committee effectively provides advice and recommendations to the Board on any technology-related issues referred to it by the Board.



		Committee Functioning*



		The number of Committee meetings is appropriate.



		The size of the Committee is appropriate.



		The information provided in support of the agenda is appropriate and available in a timely manner in advance of Committee meetings.



		The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient discussion and constructive input on important issues.



		Open-ended Question



		Observation and Opportunities for Improvement







*Yes/No Questions




Nominating Committee 2015 Self-Assessment Questions



		Committee Responsibilities



		The Committee effectively communicates to all stakeholders clear process and steps in Board candidate selection.



		The Committee effectively communicates NERC’s and the MRC’s expectations of service on the Board to candidates.



		The Committee effectively develops clear, relevant and complete candidate specifications.



		The Committee effectively utilizes a vetting process to select a qualified search consultant. 



		The Committee effectively provides opportunity for full and fair evaluation of incumbents and candidates.



		The Committee effectively applies Board composition provisions of the bylaws in making its recommendations.



		The Committee effectively applies the Board’s Conflict of Interest Policy in making its recommendations.



		The Committee effectively applies the Trustee Succession Policy in making its recommendations.



		Committee Functioning*



		The number of Committee meetings is appropriate.



		The size of the Committee is appropriate.



		The information provided in support of the agenda is appropriate and available in a timely manner in advance of Committee meetings.



		The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient discussion and constructive input on important issues.



		Open-ended Question



		Observation and Opportunities for Improvement







*Yes/No Questions





Compliance Committee 2015 Self-Assessment Questions



		Committee Responsibilities



		The Committee effectively oversees CMEP and ORCP strategies and approaches developed and implemented by management to assure the reliability of the bulk electric system.



		The Committee effectively evaluates the effectiveness of CMEP strategies and program execution by reviewing measures of bulk electric system reliability performance and other CMEP program metrics.



		The Committee effectively oversees and reviews implementation of CMEP and ORCP programs by management and the Regional Entities to ensure the programs are operated in a consistent manner and conform to all regulatory requirements, Rules of Procedure and other practices needed to provide objective, fair and effective compliance and enforcement.



		The Committee effectively oversees and reviews penalties/sanctions and mitigation of non-compliance to ensure such actions effective in maintaining and improving bulk electric system reliability. 



		The Committee effectively approves or delegates approval of Notices of Penalty or Sanction and other enforcement actions. 



		The Committee effectively serves as an appeal body of compliance violations, penalties or sanctions.  



		The Committee effectively serves as an appeal body for any findings from audits of the regional implementation of the CMEP heard by the NERC Compliance and Certification Committee.



		The Committee effectively hears and addresses challenges by candidates for inclusion on the compliance registry.



		When appropriate, the Committee effectively provides supplementary explanation for its decisions due to issues raised or to provide future guidance. 



		The Committee effectively ensures CMEP and ORCP programs and results are transparent, when appropriate, to reliability stakeholders.  



		The Committee effectively recommends to the Board such actions as may further the purposes of the CMEP and ORCP.  



		The Committee effectively performs such other functions as are delegated to it by the Board.  



		Committee Functioning*



		The number of Committee meetings is appropriate.



		The size of the Committee is appropriate.



		The information provided in support of the agenda is appropriate and available in a timely manner in advance of Committee meetings.



		The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient discussion and constructive input on important issues.



		Open-ended Question



		Observation and Opportunities for Improvement







*Yes/No questions

Enterprise-Wide Risk Committee 2015 Self-Assessment Questions



		Oversight of Risk Management and Internal Control



		The Committee effectively reviews and makes recommendations to the Board regarding the development and implementation of internal risk management and internal control strategies, policies, procedures, and mitigation programs as contemplated by the Committee’s board approved mandate.



		The Committee effectively oversees the development and implementation of internal risk management and internal control strategies, policies, procedures, and mitigation programs as contemplated by the Committee’s board approved mandate.



		Other Responsibilities



		The Committee effectively provides oversight and direction to the development and implementation of risk management best practices designed to identify risks and ensure mitigation strategies are in place. 



		The Committee effectively monitors and assesses the adequacy of NERC’s compliance with internal operating procedures and controls as well as corporate ethics policies, codes of conduct, and conflicts of interest.



		The Committee effectively monitors and assesses the adequacy of NERC’s and the Regional Entities’ compliance with the Rules of Procedure (ROP), as well as with applicable FERC and other governmental authorizations, regulations, and orders.



		The Committee effectively monitors and assesses the adequacy of NERC’s compliance with NERC’s risk mitigation practices as contemplated by the Committee mandate.



		The Committee effectively monitors and assesses the adequacy of the Regional Entities’ performance of obligations under the delegation agreements between NERC and the Regional Entities as contemplated by the Committee mandate.



		The Committee effectively coordinates with the Compliance and Certification Committee (CCC) with respect to the CCC’s execution of its responsibilities as contemplated in applicable FERC orders, the ROP, and CCC Charter.



		The Committee effectively prepares reports to the Board annually and at such other times as deemed necessary regarding NERC’s risk exposure, the processes, procedures, and controls in place to manage material risk, and the overall effectiveness of the risk management and internal controls process. 



		The Committee effectively holds an executive session annually with NERC’s external auditors, general counsel, and head of internal audit.



		The Committee effectively reviews its mandate annually and recommends to the Board’s Corporate Governance and Human Resources Committee such changes that the EWRC considers advisable. 



		Committee Functioning*



		The number of Committee meetings is appropriate.



		The size of the Committee is appropriate.



		The information provided in support of the agenda is appropriate and available in a timely manner in advance of the meetings.



		The Committee Chair manages meetings efficiently to allow for open, equal, and sufficient discussion and constructive input on important issues.



		
Open-ended Question



		Observations and Opportunities for Improvement.







*Yes/No Questions








Agenda

Corporate Governance and Human


Resources Committee 


October 22, 2015 | 2:00-3:00 p.m. Eastern

Conference Call


SPEAKER DIAL-IN: (855) 401-1794 | Conference ID: 99902817

Call to Order 


Introductions and Chair’s Remarks


NERC Antitrust Compliance Guidelines

Agenda


1. Minutes* — Approve

a. August 12, 2015

2. Board of Trustees Effectiveness Survey and Board Committees’ Self-Assessment Surveys — Approve

3. ERO Enterprise and Corporate Metrics Q3 2015 Report* — Review

4. Trustee Compensation Philosophy —Approve and Recommend to Board of Trustees for Approval

5. Annual 401(k) Audit — Review   

6. Corporate Governance and Human Resources Mandate — Approve and Recommend to Board of Trustees for Approval

7. Staffing and Recruiting Update* — Review

8. Adjournment

*Background materials included.






Corporate Governance and Human Resources Committee


Draft Agenda Closed Session – February 5, 2013




Agenda Item 2

Corporate Governance and

Human Resources Committee Meeting

October 22, 2015



 Board of Trustees and Board Committees’ Self-Assessment Surveys; MRC Annual 

Effectiveness Survey of the Board of Trustees 

 

Action 

Approve 

 

Summary 

In connection with the 2015 Board assessment, NERC management has prepared a draft of the proposed surveys, a copy of which is included in the materials for Committee approval.   This draft reflects the comments that have been received. 

 

Management recommends the following timeline for the 2015 Board, Board Committees, and MRC Surveys:   

· Surveys distributed by November 10, 2015.  

· Responses due by December 18, 2015.  

· Draft summary of results provided to the Board Chair and Committee Chairs for review by January 15, 2016.  

· Results will be presented for review and discussion at the February 2016 Board and Committee meetings.  




Agenda Item 6

Corporate Governance and

Human Resources Committee Meeting

October 22, 2015



Revisions to Committee Mandate

 

Action 

Approve and recommend to Board of Trustees.



Background

As part of the regular review of all Board committee mandates, the NERC legal department has reviewed the CGHRC mandate.  It has suggested several organization and clarification changes, including updating of language, which are reflected in the attached and also align the mandate with the other Board committee mandates.  In addition, the Legal Department has suggested two specific changes:  

1. Delete the requirement that the committee approve the employee handbook.  While the committee has responsibility for reviewing and approving key policies and practices and employee benefits, the actual handbook is otherwise a largely administrative document that is addressed on a regular basis by management. 

2. The Board recently approved consolidating a number of its policies into one set of Governance Guidelines, addressing a number of items such as a trustee code of conduct, trustee succession policies and the designation of the board chair. The Legal Department recommends specifically requiring the Committee to periodically review the Governance Guidelines.  








DRAFT Board of Trustees 

Corporate Governance and Human
Resources Committee Mandate

Approved by the Board of Trustees: _______________ 



Committee Membership 

The Board of Trustees Corporate Governance and Human Resources Committee (CGHRC or the Committee) of the North American Electric Reliability Corporation (NERC) shall be composed of not less than three and not more than six of the independent members of the Board of Trustees (Board). The members of the CGHRC shall be appointed or reappointed by the Board at the regular meeting of the Board immediately following each Annual Meeting of the Member Representatives Committee. Each member of the CGHRC shall continue to be a member thereof until a successor is appointed, unless a member resigns, is removed, or ceases to be a trustee of the corporation. When a vacancy occurs at any time in the membership of the CGHRC, it may be filled by the Board.



Purpose 

The purpose of the CGHRC is to assist the Board in (i) insuring the appropriate governance approaches for the corporation, (ii) overseeing the corporation’s employee compensation and benefit approaches, including the compensation of the corporation’s Board members and officers, and (iii) overseeing the corporation’s programs and practices for personnel development and human resources, as well as performing such other responsibilities as directed by the Board or this Mandate.



Committee Authority and Responsibilities 

To carry out its purpose, the CGHRC shall have the following authority and responsibilities:



Corporate Governance:

1. Develop criteria governing the overall composition of the Board for recommendation to the Board.

2. Periodically review the criteria for independence of the Board set out in the NERC Bylaws and recommend changes to the Board, as appropriate.

3. Monitor the membership of the Board to ensure that: (i) the Board members are independent, (ii) qualifications under any applicable laws are maintained, and (iii) specific situations of conflict of interest are avoided.

4. Coordinate an annual effectiveness evaluation of the Board, its structure, and processes.

5. Review the self-assessments of the Board committees to assure that they are being done on a consistent basis.

6. Review on a periodic basis the structure of the other Board committees, and, together with chairs of other Board committees, review the mandate of each committee and recommend changes to the Board, as appropriate.

7. Ensure the meaningfulness and timeliness of support, information, and documentation from NERC management to the Board.

8. Develop a Board member and company code of conduct and conflict of interest policy for adoption by the Board and periodically review the code of conduct and conflict of interest policy and recommend changes, as appropriate.

9. Develop recommendations for the Board regarding Board member succession policy.

10. Develop Governance Guidelines for adoption by the Board, that address the overall governance processes of the Board, and periodically review them and recommend changes, as appropriate. 

Compensation and Benefits: 

1. Review, on an annual basis, the compensation plan for members of the Board and make recommendations to the Board, as appropriate.

2. Conduct periodic reviews of industry compensation and benefit practices and trends and other information in order to assess the adequacy, effectiveness and competitiveness of the Company’s compensation and benefit plans for Board members and officers.

3. Approve the metrics related to the Corporation’s annual performance goals for use in determining incentive compensation.

4. Review and approve a general compensation and benefit structure for the officers and management of the corporation.

5. Review the performance and approve the compensation and significant benefit plans for all officers of the Corporation, including salaries, bonuses, life insurance and retirement benefits, based on recommendations by the NERC’s President and Chief Executive Officer (the “CEO”).

6. Recommend to the Board the appropriate compensation, including salary and bonus, of the CEO.

Personnel Development and Human Resources:

1. Regularly review the performance of the CEO and provide feedback as appropriate.

2. Review with the CEO the essential elements of key personnel succession planning.

3. Review overall staffing levels and management’s plans and activities for the development and improvement of key personnel.



Other Matters

1. Oversee the corporation’s retirement plans and take various other actions related thereto, including, but not limited to, the following: (i) create such retirement plan investment policy statements and retirement plan oversight committees as it deems appropriate to provide day to day oversight of the company’s retirement plans; (ii) review, on an annual basis, the performance of the company’s retirement plans; and (iii) undertake such other actions as it deems prudent in connection with its oversight responsibilities and otherwise consistent with applicable law.   

2. Review the corporate governance aspects of the Corporation’s Form 990 prior to it being filed with the Internal Revenue Service.  

3. Whenever it may be appropriate to do so, retain and receive advice from experts, including independent compensation consultants and legal counsel, and conduct or authorize the conduct of investigations into any matters within the scope of the responsibility of the CGHRC as the CGHRC may consider appropriate.

4. Perform such other functions as may be delegated from time to time by the Board. 



Committee Meetings

The CGHRC shall meet at least twice a year by conference call or in person.  Meetings may occur at the same place in conjunction with the regular Board meetings of the corporation, or as determined by the members of the CGHRC, using the same meeting procedures established for the Board.  Meetings may be held in either open or closed session as set forth in the Bylaws of the corporation.



A majority of the Committee members shall constitute a quorum.  Except where prescribed differently by law: (a) any action or decision of the CGHRC requires a vote of a majority of the Committee members then in attendance at any Committee meeting provided a quorum is present; and (b) participation may be telephonic or by Action without a Meeting.  The Committee may hold special meetings as circumstances require.  Minutes of each Committee meeting shall be maintained as part of the Committee’s record.



Governance

The Board, or in the event of their failure to do so, the members of the CGHRC, shall appoint a chair from among their members.  The CGHRC Chair shall be responsible for leadership of the Committee, scheduling of meetings, setting agendas, presiding over Committee meetings, and making reports to the Board.  The CGHRC shall appoint a person, who does not need to be a member of the Board or of the Committee, to assist the Chair and serve as the non-voting secretary.



Review

The CGHRC shall review this mandate annually and recommend to the Board any changes it considers advisable.  Any changes must be approved by the full Board.  The CGHRC shall complete a self-assessment annually to determine its effectiveness.
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16. 	Compensation of Independent Trustees. 



Consistent with its Mandate, as amended from time to time, the CGHRC shall annually review the compensation plan for independent Trustees. The objective of the Committee's review is to assure that NERC is able to attract and retain individuals who have the necessary skills, experience, personal characteristics and commitment to be an effective Trustee, taking into account, in particular, the workload of Trustees, the alternative opportunities available to those NERC wishes to attract and retain, and the stringent conflict-of-interest provisions governing NERC Trustees. 



In conducting the review of compensation, the CGHRC should evaluate the amount of work and level of responsibility Trustees are being asked to undertake and, from time to time, but no less than every three years, examine market data with respect to the compensation of the members of the governing boards of other relevant organizations utilizing an independent compensation consultant. 



Such market data may include available compensation data from the Regional Entities, RTO/ISOs, investor owned utilities (meeting such characteristics as are approved by the Committee in consultation with the independent compensation consultant) and a general industry peer group (as approved by the Committee in consultation with the independent compensation consultant).  



As an initial compensation target benchmark range, the Committee shall determine the dollar range between the 50th percentile of RTO/ISO independent director compensation and the 25th percentile of IOU independent director compensation, as reflected in the most recent independent compensation consultant report. Each Committee review should evaluate the appropriateness of continued utilization of this target benchmark range and whether changes should be considered in connection with modifications to compensation.  The Committee's recommendations should, in principle, be within the benchmark range and influenced by the overall objective of the Committee's review and specific considerations as set forth above.



Any potential modifications to the Trustee compensation plan shall be discussed during an open meeting of the CGHRC, together with a summary of any report from the independent compensation consultant, and the Committee shall report its recommendations to the Board at an open Board meeting. In developing  its recommendation, the CGHRC shall establish a compensation target for the independent Trustees, the Board Chair and Vice Chair, Committee Chairs and such other Trustee positions as may be appropriate, as well as a timeline for implementation of any changes. 



Any modifications to the compensation plan for independent Trustees shall be approved by the Board during an open meeting, and shall take effect as determined by the Board.    




	

Agenda Item 2

Corporate Governance and

Human Resources Committee Meeting

October 22, 2015



Staffing and Recruiting Update



Action

Review



Background

Talent acquisition remains a core priority. Management continues to evaluate hiring practices, strategies and attrition in an effort to narrow the ongoing gap between actual and budgeted full time equivalent employees.



Thirteen (13) employees were hired through the period of July 1 through September 30, 2015, descriptions of which are below.



Manager, Watch Operations

Dave Halla joined NERC on July 6, 2015 after 33 years of military service in the United States Air Force and the Arizona Air National Guard. David has spent the last 3 years as the exercise director and lead planner for US Cyber Command’s premier domestic response exercise, ‘CYBER GUARD,’ focused on critical infrastructure cyber protection, cyber-attack mitigation, and recovery. Dave has an MBA from Western Governor’s University, a MS in Instructional/Performance Technology from Boise State University, and a BS in Psychology & Middle East History from the United States Air Force Academy.



Principal Advisor, Reliability Risk and Compliance Analysis

Linda Murphey-Rose joined NERC July 6, 2015. Linda has over 25 years of experience in utilities, generation and unregulated energy companies. As an independent consultant, she has worked with Sandia National Energy Lab, PG&E, Public Service New Mexico and Xcel Energy on smart grid, outage management and records governance projects. Linda has a BA from the University of Pittsburgh a MBA from Texas A&M University and has completed doctoral work in statistics from the University of Houston. She has a Six Sigma Green Belt and the ITIL Foundations certificate.



Reliability Standards Analyst

Mat Bunch joined NERC July 6, 2015. Mat previously worked as a contractor for Midcontinent Independent System Operator (MISO) where he was responsible for developing internal controls and implementing stronger fiscal oversight procedures for the Legal and Compliance Services Division. He also has four years of paralegal experience at law firms specializing in governmental and regulatory litigation. Mat has a BS in Public Policy from the School for Public and Environmental Affairs at Indiana University.



Administrative Assistant

Melanie Ward joined NERC July 13, 2015.  Melanie was with Georgia Power Company as a Senior Secretary where she provided support to management and regional employees. Prior, she worked as a Support Specialist Senior at Georgia Power in their Metering Services Department. She has a BS in Psychology from the University of Phoenix.



Manager of Compliance Risk Analysis

Chris Larson joined NERC July 27, 2015. Chris worked in Minneapolis, Minnesota with Ascension Point Recovery Services as the Director of Operations. Prior, he was a Project Manager for Target Corporation, implementing automated distribution systems. Chris also served in the US Navy for eight years as a submarine officer. Chris has a BS in Systems Engineering from the US Naval Academy and a MS in Nuclear Engineering from Massachusetts Institute of Technology.



Senior Engineer of System Analysis

Olushola Lutalo joined NERC on July 27, 2015. Prior, Olushola was with TRC Power Systems Studies as the Senior/Principal Power Systems Engineer serving in the areas of studies performance, coordination, and marketing responsibilities. Olushola has over thirty years’ experience performing power system studies for a variety of power system organizations in several NERC regions. Olushola has a BSEE from Tuskegee University and a MSEE from the University of Tennessee. He is also a Senior Member of IEEE, a registered professional engineer, and a Project Management Institute certified project manager.



Senior Manager of Performance Analysis

David Till joined NERC on July 31, 2015. David has 35 years of service to the electric grid while working for TVA. He performed a variety of strategic, long range planning, safety and cyber-attack investigatory, customer interface, transmission operations and maintenance, and field test engineering roles. David has a BS in Electrical Engineering from Mississippi State University.



Administrative Assistant

Linda Jenkins joined NERC August 2, 2015. Linda has worked with AGL Resources in Atlanta, GA as a Corporate Administrative Support, Mental Health Systems, Inc. (San Diego, CA) as an Executive Assistant, and with the Defense Contract Audit Agency (DCAA) and Defense Investigative Service (DIS) – San Diego, as Administrative Assistant. Linda has a BS from the University of Phoenix in Business Management.



Senior Engineer of Reliability Performance Analysis

Brad Gordon joined NERC August 3, 2015. Prior, Brad was a Sr. Lead Engineer in Performance Compliance and NERC & Regional Coordination with PJM Interconnection in Valley Forge, Pennsylvania and spent over 20 years in Transmission Operations and Distribution with FirstEnergy Corporation. Brad has a BS from the Pennsylvania State University and MBA from Alvernia University. 



Counsel

Arthur Brown joined NERC on August 10, 2015. Most recently, Arthur represented public utilities in regulatory matters and commercial litigation as a senior associate at the Minneapolis law firm of Briggs and Morgan, P.A. He has also worked as a regulatory attorney for the District of Columbia Office of the People’s Counsel, where he litigated electric and gas rate cases before the District of Columbia Public Service Commission. Arthur has a MS in Public Administration from Cornell University and a JD from Wake Forest University.





Manager (CRISP) Cyber Risk Information Sharing Program

Steve Herrin joined NERC on August 31, 2015. In Steve’s eight years with the Department of Homeland Security's Office of Infrastructure Protection, he served two years as an Intelligence Research Specialist, Branch Chief of the Infrastructure Analysis Branch for four years, and he was a Risk Analyst in the Risk Development Branch for two years.  Prior, Steve worked for the insurance brokerage firm, McGriff, Seibels and Williams, Inc. Steve has a BBA in Risk Management and Insurance from Georgia Southern University and an Executive MBA from Georgetown University.  He served in the US Navy Submarine Service for over twelve years.



Watch Officer

Zachary Fields joined NERC on August 31, 2015. Zach previously interned at the National Cable & Telecommunications Association. He recently graduated from the University of Maryland University College with a BS degree in Cybersecurity and holds a Security+ certification.



Senior Watch Officer

Cordell Briggs joined NERC September 28, 2015.  Cordell was an Information Technology Specialist with the Department of Homeland Security National Cybersecurity and Communications Integration Center (NCCIC), where he planned and conducted cyber exercises for the NCCIC Watch Floor, federal departments and agencies, state, local, tribal, territorial and private stakeholders across the nation. His experience prior to the NCCIC includes working at the Los Alamos National Laboratory in the High Performance Computing Division Office. Cordell has a BS degree in Cybersecurity from California State University, San Bernardino and is a Certified Information Systems Security Professional.


























Agenda Item 4

Corporate Governance and

Human Resources Committee Meeting

October 22, 2015



Independent Trustee Compensation Policy

 

Action 

Approve and recommend to Board of Trustees for approval.



Background

In connection with the approval of a new Independent Trustee compensation program, the Board directed that the Committee develop a proposed policy that would include (i) the philosophy and process for considering future reviews of Board compensation based on the process and principles utilized in the two most recent Board compensation evaluations, including utilization of market comparisons and appropriate benchmarks, (ii) guidance on the use of independent compensation consultants and timing of such studies, and (iii) possible implementation options.    



Summary 

The Committee Chair, working with NERC legal staff, has prepared the attached draft independent Trustee compensation philosophy, which is proposed to be included as Section 16 of the NERC Governance Guidelines.  The draft policy addresses each of the components that the Board requested be included, including (i) the use of the same initial compensation benchmark range as utilized in the two most recent Board compensation evaluations, (ii) requiring the Committee to examine market data relating to compensation of governing boards no less than every three years utilizing an independent compensation consultant, and (iii) requiring the Committee, in its implementation of the policy, to (1) evaluate the continuing appropriateness of the target benchmark range, (2) consider potential modifications to Trustee compensation at an open meeting and (3) provide transparency for stakeholders by providing a summary of any report of the independent compensation consultant.  





