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I. INTRODUCTION 

 The North American Electric Reliability Corporation (“NERC”) submits: 

(1) NERC’s proposed Business Plan and Budget as the electric reliability 
organization (“ERO”), for the year ending December 31, 2009; 

 
(2) the proposed Business Plans and Budgets for the year ending December 31, 

2009, for the eight Regional Entities: 
 

• Florida Reliability Coordinating Council (“FRCC”), 

• Midwest Reliability Organization (“MRO”), 

• Northeast Power Coordinating Council, Inc. (“NPCC”), 

• ReliabilityFirst Corporation (“ReliabilityFirst”), 

• SERC Reliability Corporation (“SERC”),  

• Southwest Power Pool (“SPP”),  

• Texas Regional Entity (“Texas RE”), an independent division of the 
Electric Reliability Council of Texas (“ERCOT”), and 

• Western Electricity Coordinating Council (“WECC”); 
 

(3) the proposed budget of the Western Interconnection Regional Advisory Body 
(“WIRAB”) for activities under Section 215(j) of the Federal Power Act (“FPA”) 
for the year ending December 31, 2009; and  

 
(4) NERC’s proposed allocation of the proposed statutory funding requirements of 

NERC, the Regional Entities and WIRAB by country and among the Regions, 
and the proposed assessments to the load-serving entities (“LSE”) within each 
Region to collect the allocated statutory funding requirements. 

 
 This filing includes the following twenty attachments:  

 Attachment 1 is a set of summary tables showing (i) NERC’s proposed 2009 budget by 
program and its proposed funding requirement, (ii) the proposed 2009 budget for 
statutory activities of each Regional Entity, (iii) the budget for Section 215(j) activities 
requested by WIRAB, and (iv) the aggregate ERO funding requirement of NERC, the 
Regional Entities and WIRAB, allocated to Canada.  

  
 Attachment 2 contains NERC’s detailed 2009 Business Plan and Budget and the 

allocation of assessments by Region and LSE to recover the resulting statutory funding 
requirements for 2009 (as well as the assessments to recover the statutory funding 
requirements of the Regional Entities and WIRAB). 
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 Attachments 3 through 11 contain the detailed 2009 Business Plans and Budgets of, 
respectively, FRCC, MRO, NPCC, ReliabilityFirst, SERC, SPP, Texas RE, WECC and 
WIRAB.  

  
 Attachment 12 contains a discussion of how comments submitted by interested entities 

on posted drafts of NERC’s 2009 Business Plan and Budget during the budgeting process 
were addressed in the final 2009 Business Plan and Budget. 

 
Attachment 13 is a status report on progress in achieving NERC’s 2008 goals and 
objectives, by program. 

 
Attachment 14 contains a table of metrics comparing Regional Entity operations. 

 
 Attachment 15 contains metrics and analysis of indirect expenses as a percentage of 

total statutory budgeted expenses, direct program costs per full-time equivalent employee 
(“FTE”), and Compliance Monitoring and Enforcement and Organization Registration 
and Certification Program costs per registered entity, included in the NERC and Regional 
Entity 2009 Budgets.  

 
Attachment 16 contains NERC’s Expanded Policy on Allocation of Certain Compliance 
and Enforcement Costs, which is the basis for resolving issues relating to the allocation 
of NERC and NPCC statutory funding requirements among entities in the United States 
and the Provinces of Ontario and Québec; (ii) the resulting adjustment to the 2009 NERC 
assessment to the Ontario Independent Electric System Operator (“IESO”); and (iii) the 
resulting adjustment to the 2009 NERC assessment to Québec. 
 
Attachment 17 provides information on changes from the NERC and Regional Entity 
budget versus actual reconciliations for 2007 filed with FERC on April 1, 2008, based on 
the NERC and Regional Entity audited financial statements for 2007, as directed in 
FERC’s Order issued June 19, 2008 in Docket No. RR07-16-003.1 

   
Attachment 18 contains the audited financial statements of NERC and each Regional 
Entity for the 12 months ended December 31, 2007. 

 
 Attachment 19 contains MRO’s revised records retention policy, as required by the June 

19 2008 Budget Compliance Order.2 
 
 Attachment 20 contains NPCC’s revised records retention policy, as required by the 

June 19 2008 Budget Compliance Order.3 
                                                
1 North American Electric Reliability Corporation, Order Conditionally Accepting Compliance 
Filing, 123 FERC ¶ 61,282 (2008) (“June 19 2008 Budget Compliance Order”), at P 40.  

2 Id. at P 15. 

3 Id. at P 17.  
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NERC’s 2009 fiscal year will begin January 1, 2009.  The filing also contains the entire 

annual budget of each Regional Entity for statutory and non-statutory activities and include 

supporting materials, including the ERO's and each Regional Entity's complete business plan and 

organization chart, and explanation of the proposed collection of all dues, fees and charges and 

the proposed expenditure of funds collected.  4 

NERC filed the 2009 Business Plans and Budgets with the Federal Energy Regulatory 

Commission (“FERC”) on September 2, 2008 and is also filing these with the other applicable 

governmental authorities in Canada. 

                                                
4 NERC will calculate and bill assessments to certain entities, referred to herein as “designees”, 
based on Net Energy for Load (“NEL”) values that include the NEL for other LSEs served by the 
designee, or for which the designee has otherwise agreed to accept responsibility for 
assessments.  The calculation and billing of assessments to designees is not a departure from the 
principle that the ERO funding requirement should be recovered through assessments to LSEs 
based on NEL, but rather is a matter of administrative convenience and efficiency (e.g., a 
generation and transmission (“G&T”) cooperative and its member distribution cooperatives may 
find it more efficient for the assessment to be calculated and billed to the G&T cooperative rather 
than to the individual distribution cooperatives).  The lists of LSEs and designees for which 
assessments will be calculated and billed have been provided to NERC by the Regional Entities.  
NERC has had no involvement in developing the lists of LSEs or in arrangements between LSEs 
and designees pursuant to which a designee agrees to accept responsibility for an assessment that 
would otherwise be calculated for and billed to the LSE and the LSE agrees to be financially 
responsible to reimburse the designee for the assessment.  Additionally, the assessments for the 
NPCC region will be billed to ISO New England and the New York ISO (and to similar entities 
in Ontario, Québec, New Brunswick and Nova Scotia), each of which will be responsible for 
billing and collecting assessments from the LSEs within their respective footprints.  Similarly, 
the assessments for the Texas RE region will be billed entirely to ERCOT, which will be 
responsible for collecting the aggregate regional assessment from entities within Texas RE.   
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II. NOTICES AND COMMUNICATIONS 

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

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

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

III. OVERVIEW OF PROPOSED BUDGETS AND FUNDING REQUIREMENTS 

A. NERC’s Proposed Business Plan, Budget and Funding Requirement 

1. Organization of NERC’s 2009 Business Plan and Budget 

 In this filing NERC files notice of its 2009 Business Plan and Budget.  NERC’s 2009 

Business Plan and Budget is organized based on six specific program areas.  Each of these 

program areas carries out or supports implementation of one or more of the statutory activities of 

the ERO : development of reliability standards for the bulk power system ; enforcement of 

compliance with reliability standards, including imposition of penalties and sanctions for 

violations ; and conducting periodic assessments of the reliability and adequacy of the bulk 

power system in North America .  Specifically:  

(1) The Reliability Standards program implements the statutory activity of 
development of reliability standards.   

 
(2) The Compliance Monitoring and Enforcement and Organization Registration and 

Certification Program implements the statutory activity of enforcement of 
compliance with reliability standards, including imposition of penalties and 
sanctions for violations of standards.  

  
(3)  The Reliability Readiness Evaluation and Improvements Program supports the 

statutory activity of enforcing and achieving compliance with reliability 
standards and the statutory activity of conducting assessments of the reliability of 

mailto:david.cook@nerc.net
mailto:Rebecca.michael@nerc.net
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the bulk power system.  This program also provides information and feedback 
that supports the statutory activity of development of reliability standards.   

 
(4)  The Training, Education and Operator Certification Program supports the 

statutory activity of enforcing and achieving compliance with reliability 
standards, and also provides information and feedback that supports the statutory 
activity of development of reliability standards.   

 
(5)  The Reliability Assessment and Performance Analysis Program implements the 

statutory activity of conducting periodic assessments of the reliability and 
adequacy of the bulk power system in North America.  This program also 
provides information and feedback that supports the statutory activities of 
development of reliability standards and achieving compliance with reliability 
standards.   

 
(6)  The Situational Awareness and Infrastructure Security Program supports the 

statutory activity of enforcing and achieving compliance with reliability 
standards, and also provides information and feedback that supports the statutory 
activities of development of reliability standards and conducting assessments of 
the reliability and adequacy of the bulk power system. 

 
 NERC’s proposed Buisness Plan and Budget for 2009 is contained in Attachment 2.  

The Introduction section provides an overview of NERC’s planned 2009 activities and budget.  It 

also summarizes NERC’s total resource requirements for 2009 including statutory full-time 

equivalent employees (“FTEs”), statutory expenses, and required ERO funding assessments, and 

shows the distribution of the total NEL to be used for allocating the ERO funding requirement 

among the U.S., Canada and Mexico. 

 Section A of Attachment 2 is NERC’s Business Plan for 2009.  The Business Plan 

provides detailed descriptions, work plans, and goals and objectives for 2009 for each of 

NERC’s statutory programs and administrative services departments. It also provides a table at 

the start of the section on each program and administrative department showing total FTEs, total 

direct expenses, total indirect expenses5 and total expenses for the program or department as 

                                                
5 Indirect expenses are the amount of Administrative Services expenditures that have been 
allocated to each of the statutory programs on the basis of numbers of FTEs in each program. 
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presented in NERC’s 2008 budget (“2008 Budget”), NERC’s current projection of FTEs and 

expenses for 2008 (“2008 Projection”), and the proposed 2009 budget (“2009 Budget”).6  The 

discussion for each program and Administrative Services department identifies the proposed 

increases or decreases (if any) in FTEs for 2009 and the reasons.  Finally, a more detailed 

Statement of Activities, along with a summary of significant variances from the 2008 Projection 

to the 2009 Budget, is provided for each program and administrative department.  The 

Statements of Activities show funding and expense information from the 2008 Budget, the 2008 

Projection and the 2009 Budget, as well as variances from the 2008 Budget to the 2008 

Projection and from the 2008 Projection to the 2009 Budget.  Funding is shown from ERO 

Assessments and from other potential sources.  Expenses are shown by the major categories (and 

sub-categories) of Personnel Expenses (Salaries, Payroll Taxes, Benefits and Retirement Costs), 

Meeting Expenses (Meeting, Travel and Conference Calls), Operating Expenses (Consultants, 

Contracts, Office Rent, Office Costs, Professional Services, Computer Purchases & 

Maintenance, Furniture & Equipment, Miscellaneous and Contingency7), and Other Non-

Operating Expenses. 

 Section B of Attachment 2 presents NERC’s detailed proposed 2009 Budget.  Section B 

contains a Statement of Activities for the overall 2009 Budget (Table 1) in the same format and 

level of detail as described above.  It also contains NERC’s organizational charts for 2008 and 

2009 (Tables 3 and 4) and an analysis of FTEs and changes by program area in the 2008 Budget, 

2008 Projection and 2009 Budget (Table 2).  Section B contains an analysis of NERC’s working 
                                                
6 The 2008 Projection of expenses is based on actual 2007 operating experience, experience to 
date in 2008 in relation to the 2008 Budget, and conforming changes to the 2008 Budget. See 
page 5 of Attachment 2. 

7 “Contingency” was used in developing budgets for prior years but has not been used in 
developing the 2009 Budget.  
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capital reserve position for 2008 and 2009 showing calculation of the adjustment to the proposed 

2009 assessments necessary to achieve the desired working capital reserve at December 31, 2009 

(Table 5).  Table 6 of Section B shows the 2007 NEL by Regional Entity and by country and the 

total 2007 NEL by country, which data is used in allocating the NERC and Regional Entity 

funding requirements.8  Table 7 provides NERC’s projections of funding requirements and 

expenses for 2010 and 2011.  Finally, Tables B-1 through B-11 in Section B provide more 

detailed expense data for the major expense categories by program and administrative 

department, for the 2008 Budget, 2008 Projection and 2009 Budget. 

 Section C of Attachment 2, consisting of Appendices C-1, C-2, C-3 and C-4, contains 

the calculation of the NEL-based allocation factors for each LSE and designee, and the allocation 

of the NERC and Regional Entity statutory funding requirements (assessments), by allocation 

methodology, to each LSE and designee.  The allocations presented in Section C are discussed in 

detail in §III.A. 3 and §III.D below. 

The detailed information in Sections A and B of Attachment 2 demonstrates that the 

programs included in NERC’s 2009 Business Plan and Budget are necessary and appropriate to 

carry out NERC’s responsibilities as the ERO and that the specific resource requirements 

budgeted meet the objectives for affordability, sustainability and efficiency and effectiveness of 

the ERO’s expenditures.  The discussion in Section A of Attachment 2, as well as in this filing, 

demonstrates how the activities and expenditures included in NERC’s 2009 Business Plan and 

Budget lend themselves to the accomplishment of NERC's statutory objectives as the ERO. 

                                                
8 NEL data for 2007 is the most current actual NEL data available as of August 2008.  As was 
the case in allocating the NERC and Regional Entity statutory funding requirements by country 
and by Region and calculating the assessments to LSEs or their designees for 2007 and 2008, the 
allocation of funding requirements and calculation of assessments for the 2009 Budget is based 
on NEL data for the second preceding calendar year, 2007.   
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2. Development of NERC’s 2009 Business Plan and Budget 

 NERC prepared its 2009 Business Plan and Budget (and oversaw the development of the 

Regional Entity Business Plans and Budgets) through a rigorous process that provided ample 

opportunity for review by the Finance and Audit Committee of the NERC Board of Trustees, and 

for stakeholder comment, during the process.  NERC Finance and Accounting representatives 

initially met with counterparts from the Regional Entities in December 2007 to begin the 2009 

budget process.  At meetings of the NERC Member Representatives Committee and NERC 

Board on February 11-12, 2008, the NERC Finance and Audit Committee approved the proposed 

timeline for development of the NERC and Regional Entity 2009 Business Plans and Budgets.  

During February and March of 2008, NERC management and staff provided detailed input on 

program goals and objectives and personnel and spending requirements for 2009.  Based on this 

input, the initial draft (Version 1.0) of the NERC 2009 Business Plan and Budget was issued on 

April 9, 2008 to the NERC Finance and Audit Committee.  The Finance and Audit Committee 

discussed Version 1.0 at a meeting (by conference call) on April 11, 2008, which included 

opportunity for public comment. 

 A revised version (Version 1.1) of the NERC 2009 Business Plan and Budget was issued 

to the NERC Board and the NERC Member Representatives Committee, and posted on the 

NERC website for public comment, on April 24, 2008.  The draft Business Plan and Budget was 

discussed at meetings of the NERC Finance and Audit Committee, Board of Trustees and 

Member Representatives Committee on May 6-7, 2008.  Immediately following the May 6-7 

meetings, a budget workshop for interested stakeholders was held (also accessible by telephone 
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conference bridge).  In addition, numerous stakeholder comments were received in response to 

the public posting of Version 1.1.9 

 On May 30, 2008, a further revised draft (Version 2.0) of the Business Plan and Budget 

was issued to the Finance and Audit Committee, and was discussed by that Committee in a 

meeting (by conference call) on June 6, which also included time for public comment.  Version 

2.0 reflected reductions from Version 1.1 in the number of FTE additions proposed for 2009 as 

well as reductions in budgeted meeting expenses and operating expenses totaling $2.16 million.  

Version 2.0 of the Business Plan and Budget was posted for stakeholder comment on the NERC 

website on June 13, 2008.  During this second public comment period, additional stakeholder 

comments were received.10 

 Following the second public posting period, the Finance and Audit Committee held a 

further discussion of Version 2.0 of the Business Plan and Budget in a meeting (by conference 

call) on July 11, 2008.  Additional changes to the Business Plan and Budget were approved by 

the Committee.  Version 3.0 of the 2009 Business Plan and Budget was then issued on July 21, 

2008, for consideration by the NERC Board and Member Representatives Committee at their 

meetings on July 29-30, 2008.  On July 30, 2008, the NERC Board approved the 2009 Business 
                                                
9 Comments were received from Alcoa, Inc; Jean-Paul Theoret, President of Régie de l’enérgie 
and NERC Member Representatives Committee Provincial Regulator Representative; the 
Canadian Electricity Association (“CEA”); Dominion Resources Services; Edison Electric 
Institute (“EEI”); FRCC; Hydro-Québec TransEnérgie; the Ontario Independent Electric System 
Operator (“IESO”); the ISO-RTO Council; NPCC; ReliabilityFirst; SERC; Southern Company 
Services, Inc.; the NERC Standards Committee; and the State of Connecticut Consumer Counsel.  
Attachment 12 discusses how concerns expressed in the comments were addressed in NERC’s 
final 2009 Budget. 

10 During the second public posting period, comments were received from Alcoa, Inc., CEA, 
EEI, the Electricity Consumers Resource Council, FRCC, IESO, the ISO-RTO Council, MRO, 
NB Power Transmission Corporation, NPCC, the NERC Operating Committee and the NERC 
Organization Registration and Certification Subcommittee.  Attachment 12 discusses how 
concerns expressed in the comments were addressed in NERC’s final 2009 Budget. 
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Plan and Budget for submission to FERC and the relevant governmental authorities in Canada.11  

On August 12, 2008, the NERC Board approved the proposed 2009 assessments to LSEs and 

designees to recover the 2009 statutory funding requirements for NERC, the Regional Entities 

and WIRAB, for submission to FERC and the relevant governmental authorities in Canada.  

Attachment 2 (labeled Version 3.1) is the final 2009 Business Plan and Budget.   

 In summary, the processes followed by NERC to develop its proposed 2009 Business 

Plan and Budget were thorough and comprehensive, involved significant input from NERC 

executive management and senior staff as well as iterative review and comment by the Finance 

and Audit Committee of the NERC Board and the Member Representatives Committee, and 

provided significant opportunity for stakeholder input and comment.  The process was open and 

inclusive at all steps. 

3. Summary of NERC’s Proposed 2009 Budget and Funding 
Requirement 

 NERC’s proposed 2009 Budget is $34,447,620.  This total encompasses U.S., Canadian 

and Mexican activities.  The proposed 2009 Budget represents an increase of $7,915,626 

(29.8%) over the 2008 Budget and an increase of $6,527,022 (23.4%) over the 2008 Projection. 

 A portion of NERC’s 2009 Budget will be funded through fees charged to participants 

and users in certain NERC programs, including the Operator Certification Program, the 

Continuing Education Program, and the Transmission Owners and Operators Forum (see 

§IV.A.4 and IV.A.6 below); through fees charged for NERC software and services such as 

Generating Availability Data System (“GADS”) data and pc-GAR (see §IV.A.5 below); and by 

interest earned on bank balances and short-term investments, resulting in a preliminary net 
                                                
11 At that meeting, the NERC Board also approved the 2009 Business Plans and Budgets of the 
Regional Entities, the 2009 budget submitted by WIRAB, and the proposed assessments to 
recover the related funding requirements. 
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funding requirement of $30,795,696.12  In addition, NERC is seeking to achieve a working 

capital reserve at December 31, 2009, of $2,500,000, which requires an additional assessment 

component (taking into account NERC’s projected working capital reserve balance as of 

December 31, 2008) of $1,129,352.13  As a result, NERC’s proposed net funding requirement for 

2009 is $31,925,048, of which $3,188,927 is allocated to Canada.  Based on the aggregate NEL 

of Canada for 2007 on which the allocation of assessments is based,14 the proposed Canadian net 

funding requirement for NERC is equivalent to $0.000006 per kilowatt-hour. 

 NERC’s 2009 Business Plan and Budget was developed and is organized based on the 

following major program elements: 

 Program       2009 Budget  
 Reliability Standards      $  5,665,032 

 Compliance Enforcement and 
 Organization Registration and Certification   $12,290,829 

 Reliability Readiness Evaluation and Improvement15 $     485,429 
 Training, Education and Operator Certification  $  2,593,173 

 Reliability Assessment and Performance Analysis  $  6,519,959 
 Situational Awareness and Infrastructure Security  $  6,893,198 

         $34,447,620 

The budgeted amounts for each program incorporate a total budget for Administrative Services 

of $13,305,335 which has been allocated to the budgets for the programs listed above based on 

                                                
12 As discussed in greater detail later in this filing, this figure includes $264,144 for recovery of 
2007 and 2008 assessments that could not be collected. 

13 In its 2007 and 2008 Budgets, NERC sought to achieve a cash reserve equal to 10% of the 
projected net ERO funding requirement (before additional provision for the cash reserve).  The 
$2,500,000 working capital reserve target is more representative of steady-state operations.  See 
the discussion in §IV.B below. 

14 See Table 6 on page 79 of Section B of Attachment 2.  

15 NERC is proposing to phase out and eliminate this program in 2009.  See §IV.A.3 below. 
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the numbers of FTEs budgeted for each program.16  The discussion in Section IV below as well 

as the detailed discussion of each program in Attachment 2 demonstrates that each of these 

programs is necessary and appropriate to the execution of NERC’s responsibilities as the ERO.   

Sections A and B of Attachment 2 describe the activities encompassed in each program, 

including the 2009 work plans, goals and objectives for each program, and provide the line item 

components of the budget for each program.  The functions of and resource requirements (FTEs 

and external resources) and budgets for the NERC Administrative Services departments are also 

discussed in Sections A and B of Attachment 2.  

 NERC proposes an allocation of its net funding requirement of $31,925,048 to the 

regional entities as follows17: 

 • FRCC    $1,695,602 

 • MRO    $2,173,15018 

 • NPCC    $4,177,97719 
                                                
16 The 2009 Budget amount of $13,305,335 for Administrative Services includes the 2009 
budget of $857,572 for Members’ Forums.  Although the NERC Business Plan and Budget 
classifies Members’ Forums with Administrative Services, and the costs for Members’ Forums 
are allocated to the statutory programs, the Members’ Forum programs are designed so that the 
expenses for these programs will be funded entirely by reimbursements from the Forums for the 
services provided by NERC, with the reimbursements to be funded by dues and other charges to 
Members’ Forum participants.  Therefore, the expenses for the Members’ Forums are not 
included in the statutory funding requirement and assessments for recovery of statutory costs. 

17  As described in §III.D below, the aggregate NERC funding requirement has been allocated to 
the Regions on the basis of (i) 8-Region NEL, (ii) 8-Region NEL (excluding certain entities 
outside the U.S. from certain compliance and enforcement costs – see §VI below), (iii) 8-Region 
NEL (excluding all entities outside the U.S.) for the cost of the three-year self-assessment due to 
be submitted in July 2009; (iv) IDC Defined Shares (based on usage of the NERC interchange 
distribution calculator (“IDC”)), and (v) allocation of certain uncollectible prior-year 
assessments to the Region in which the non-payer was located.  The detailed allocations of the 
NERC statutory funding requirement by allocation methodology are shown in Appendix C-3 in 
Attachment 2. 

18 The total allocation to MRO consists of $1,846,842 allocated to the U.S. and $326,308 
allocated to Canadian provinces. 
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 • RFC    $6,909,527 

 • SERC    $7,439,650 

 • SPP    $1,592,876 

 • TRE    $2,140,806 

 • WECC    $5,795,45920 

 Section C of Attachment 2 contains tables showing (i) the development of the NEL-

based allocation factors used to allocate the NERC and Regional Entity funding requirements by 

country and among the Regional Entities,21 and (ii) the allocation of the NERC and Regional 

Entity funding requirements by country and by Region.22  Section C also contains tables showing 

the allocation of the NERC and Regional Entity funding requirements to the individual LSEs or 

designees within the footprint of each Regional Entity.  These allocations are discussed in greater 

detail in § III.D below. 

 Other than user-related dues and fees for certain specific programs and services, and 

interest on cash balances and short-term investments (all of which have been fully taken into 

account in the development of NERC’s proposed net funding requirement), NERC will have no 

sources of funding for its planned programs and operations other than the assessments to owners, 

operators and users of the bulk power system in the United States and equivalent collections 

from entities in Canada and Mexico.  (However, as discussed in §VI below, NERC (and NPCC) 

expect shortly to sign an agreement with La Régie de l’energie du Québec (“Régie”) under 

                                                                                                                                                       
19 The total allocation to NPCC consists of $2,090,999 allocated to the U.S. and $2,086,979 
allocated to Canadian provinces. 

20 The total allocation to WECC consists of $4,952,107 allocated to the U.S., $775,640 allocated 
to Canadian provinces and $67,713 allocated to Mexico.  

21 See Appendix C-1 in Attachment 2. 

22 See Appendix C-2 in Attachment 2. 
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which the Régie will pay NERC and NPCC for providing certain compliance monitoring and 

enforcement services to the Régie for the Province of Québec.) 

B. Regional Entity Proposed 2009 Budgets 

The Regional Entity budgets for statutory activities that are to be funded through NERC 

are the budgets for the functions and activities relating to development of reliability standards; 

compliance monitoring and enforcement and organization registration and certification; 

reliability readiness evaluation and improvement;23 training, education and operator certification; 

reliability assessment and performance analysis (including necessary data gathering activities); 

and situational awareness and infrastructure security, that have been delegated by NERC to the 

Regional Entity pursuant to the delegation agreements; as well as each Regional Entity’s 

budgeted costs for administrative services.24  Funding the Regional Entities will enable them to 

carry out the activities necessary in 2009 to meet their responsibilities under the delegation 

agreements.  

In terms of each Regional Entity’s proposed budget, NERC staff provided guidance to the 

Regional Entities on the expected scope and content of their business plan and budget 

submissions, and worked collaboratively with the Regional Entities to develop a template for the 

Regional Entities’ 2009 Business Plans and Budgets.  The template represents a further evolution 

of the template that was used for the Regional Entities’ 2008 Business Plans and Budgets, and 

facilitates increased ability to make comparisons among the Regional Entities’ budgets.  As 

                                                
23 As noted in §III.A.3, NERC is phasing out and eliminating this program in 2009.  Some 
Regional Entities have budgeted no resources for this program in 2009, under the assumption 
that they will complete any necessary activities for this program in 2008, while other Regional 
Entities have budgeted resources for Reliability Readiness Evaluation and Improvement in 2009. 

24 WECC’s proposed budget for statutory functions includes the cost of WECC’s reliability 
coordinator function.  . 
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noted earlier, an initial meeting among NERC and Regional Entity finance and accounting 

representatives to initiate the 2009 business plan and budget development process was held in 

December 2007.  Additional meetings were held on March 13 and April 17, 2008.  NERC 

provided a business plan and budget template and a budget procedures document to the Regional 

Entities in late January 2008.  During February and March of 2008, NERC worked with the 

Regional Entities to further develop a standard organization and development of the Regional 

Entity business plans and budgets and to make the Regional Entity budgets more consistent and 

transparent.  The Regional Entities submitted initial drafts of their 2009 Business Plans and 

Budgets, covering statutory functions only, to NERC in early May 2008, and submitted complete 

drafts of their 2009 Business Plans and Budgets (including non-statutory activities) to NERC in 

late May 2008. 

The Business Plans and Budgets submitted by the Regional Entities were reviewed by 

NERC’s Finance and Accounting staff during May and June 2008; where appropriate, additional 

information was requested and other suggestions for changes were made.  NERC staff also 

reviewed the internal processes used by each Regional Entity to develop its budget, to verify that 

these processes were rigorous.  The review included individual conferences with each Regional 

Entity.  Two particular areas of focus in NERC’s review were (1) verifying the Regional Entity’s 

Business Plan and Budget provided for sufficient resources to adequately carry out the functions 

delegated to the Regional Entity under the delegation agreement, and (2) understanding the bases 

for any significant differences in amounts budgeted by different Regional Entities for the same 

function.  Additionally, NERC worked with the Regional Entities to continue to develop and 

enhance the Regional Entity metrics (originally submitted  in September 2007 as part of NERC’s 

2008 Business Plan and Budget filing) to enable comparisons of the operations and resources of 



 

 -16-  

the Regional Entities in meeting their obligations under the delegation agreements.  The current 

table of metrics is included in Attachment 14; additional discussion of the metrics is provided in 

§V.C below.  Through the processes described above, NERC has been able to satisfy itself that 

each Regional Entity’s 2009 Business Plan and Budget provides for necessary and adequate 

resources to carry out the Regional Entity’s delegated functions. 

The Regional Entities submitted their final 2009 Business Plans and Budgets, approved 

by their respective governing bodies, to NERC by early July 2008.25  The Regional Entities 

Business Plans and Budgets were then submitted to the Finance and Audit Committee of the 

NERC Board of Trustees, which discussed the Regional Entity submissions in a meeting (by 

conference call) held on July 11, 2008.  During that meeting, an opportunity for public comment 

was provided.  Thereafter, the Regional Entity Business Plans and Budgets were submitted to the 

NERC Board of Trustees and the Member Representatives Committee, which discussed them at 

the meetings held on July 29-30, 2008.  The Regional Entities’ 2009 Business Plans and Budgets 

were approved by the NERC Board of Trustees at its July 30, 2008 meeting. 

The table below shows the total budget amounts for statutory and (where applicable) non-

statutory functions for each Regional Entity as presented in their respective Business Plans and 

Budgets (Attachments 3-10).26  In addition, because several Regional Entities have other 

sources of income (e.g., fees for workshops and interest on bank deposits) that will be used to 

offset the costs of performing delegated functions, the requested ERO funding for these Regional 

Entities is less than their budgets for statutory activities.  The fourth column shows the statutory 
                                                
25 In reviewing the Regional Entity Business Plans and Budgets, and in accordance with the 
Commission’s directive in the ERO Certification Order, NERC afforded the proposed Regional 
Entity Business Plans and Budgets no presumption of reasonableness due to having been 
approved by the Regional Entities’ governing bodies.     

26 MRO, ReliabilityFirst and SERC do not plan to perform any non-statutory activities in 2009.   
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funding requested for each Regional Entity, taking into account other sources of income.  For all 

Regional Entities except SPP, the budget for statutory functions and requested statutory funding 

amount includes amounts to achieve a target working capital reserve at December 31, 2009: 

Regional 
Entity 

Budget for 
Statutory Functions 

Budget for Non- 
Statutory Functions 

Requested  
Statutory Funding 

FRCC $  3,977,868 $  3,361,112         $ 3,898,438 
MRO $  6,405,724 ----------         $ 6,376,47427 
NPCC $ 10,008,885 $    1,012,790         $10,008,88528 

ReliabilityFirst $ 11,434,201 ---------         $  8,833,834 
SERC $ 10,095,546  ---------         $  9,652,546 
SPP $  7,123,827       $92,341,17329         $  7,123,837 

Texas RE $  6,167,024            $    871,997         $  3,430,700 
WECC $39,287,577   $    798,197         $37,466,77430 

C. Western Interconnection Regional Advisory Board Funding Request    

 WIRAB submitted to NERC a proposed 2009 Business Plan and Budget for Section 

215(j) activities, which is included in Attachment 11.  NERC has reviewed WIRAB’s 

submission and believes it is just and reasonable.  WIRAB’s proposed 2009 Budget for expenses 

is $595,810, which is an increase of $118,549 from the 2008 Budget.  The 2009 Budget will be 

funded by estimated unspent funds at the end of 2008 of $214,562 (after setting aside a working 

capital reserve of $100,000), interest income of $2,976, and a proposed assessment of $378,272.   
                                                
27 The requested ERO funding for MRO consists of $5,391,836 allocated to the U.S. and 
$984,638 allocated to Canadian provinces.  

28 The requested ERO funding for NPCC consists of $5,328,802 allocated to the U.S. and 
$4,680,083 allocated to Canadian provinces.  

29 The figure of $92,341,173 is the total 2008 budget of Southwest Power Pool, Inc. less the 2009 
Budget of the SPP Regional Entity for statutory activities of $7,123,827.  The overall annual 
budget of Southwest Power Pool, Inc. is prepared on a schedule that will not result in approval of 
its 2009 budget until October 2008.  See §V.B.6 below and pages 72-73 of Attachment 8.   

30 The figures for WECC for budget for statutory functions and requested statutory funding 
includes the budget and funding amounts for WIRAB.  The requested ERO funding for WECC 
(including funding for WIRAB) consists of $31,827,407 allocated to the U.S., $5,186,580 
allocated to Canadian provinces and $452,786 allocated to Mexico.   
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 WIRAB’s overall statutory funding request of $378,272 for 2009 consists of $321,336 

allocated to the U.S., $52,365 allocated to Canadian provinces and $4,571 allocated to Mexico.  

At its July 30, 2008 meeting, the NERC Board of Trustees approved WIRAB’s 2009 Budget 

request. 

D. Overall Funding Requirement and Allocations by Country, Region and LSE 

 The total ERO funding requirement for 2009 (net of other NERC and Regional Entity 

income sources) is $118,716,526, consisting of $31,925,048 for funding of NERC’s programs, 

$86,413,206 for funding of Regional Entity statutory activities, and $378,272 to fund the 

WIRAB.  NERC has allocated its net funding requirement of $31,925,048 to the Regions 

primarily on the basis of NEL.31  An allocation based on the 8-Region NEL was used to allocate 

$18,787,383 of the total NERC funding requirement to the Regions.  In accordance with its 

Expanded Policy on Allocation of Certain Compliance and Enforcement Costs (included in 

Attachment 16), NERC has made adjustments to that allocation to recognize that one entity 

outside the U.S. (the IESO) expends resources to perform compliance and enforcement activities 

outside the U.S. that otherwise would be performed by NERC or a Regional Entity, and that the 

compliance and enforcement resources NERC needs for another jurisdiction outside the U.S. 

(Québec) are reduced due to the very small number of entities subject to compliance and 

enforcement activities in that jurisdiction.32 

                                                
31See Table 6 on page 79 in Section B of Attachment 2 for the 2007 NEL data by Regional 
Entity and calculation of the country allocation factors for each Regional Entity.  MRO, NPCC 
and WECC are the only Regional Entities whose footprints encompass Canadian provinces (and 
in the case of WECC, Mexico). As noted earlier, the year 2007 is the most recent calendar year 
for which NEL data is available. 

32 See discussion and details in §VI below. 
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 Additionally, the costs of operating and maintaining NERC’s IDC, which is used only in 

the Eastern Interconnection, were allocated to the six Regions in the Eastern Interconnection 

based on usage levels of the IDC (“IDC Defined Share”).  The IDC Defined Share allocation 

approach is reasonable and equitable because it allocates the cost of this function based on its 

actual use by region, and does not assess the costs of the IDC to entities in Texas RE and WECC.  

Further, NERC has allocated the budgeted cost of conducting the three-year performance 

assessment of NERC and the Regional Entities, which is required to be submitted to FERC in 

July 2009, only to U.S. entities.  Finally, the portion of the total funding requirement ($264,144) 

representing 2007 and 2008 assessments that could not be collected was allocated as follows: (i) 

the portion of this amount that represented incorrectly calculated assessments for 2007 and 2008 

was allocated based on 8-Region NEL33; and (ii) the amounts that represented properly-

calculated and billed assessments that could not be collected were allocated to the Region in 

which the non-payer was located.34 

 After allocating the appropriate portions of the NERC, Regional Entity and WIRAB 

funding requirements  (taking into account both the NEL-based allocations and the adjustments 

to the cost allocations to the IESO and Québec based on the Expanded Policy on Allocation of 

Certain Compliance and Enforcement Costs) , the total ERO funding requirement for 2009 

allocable to Canadian end users is $14,040,228, consisting of: 

  NERC Funding:   $3,188,927 
                                                
33 The amount of incorrectly calculated assessments was $103,831.53 for 2007 and $137,120 for 
2008, for a total of $240,951.53.  The incorrect calculations included attributing the entire NEL 
of a LSE that operates in two Regions to both Regions (i.e., the LSE’s NEL was counted twice); 
and inadvertently doubling a LSE’s NEL.  

34 The amount of assessments that have been determined to be uncollectible is $23,192.78, all 
relating to 2007 assessments. These assessments could not be collected because the LSEs were 
no longer serving any load. 
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  Regional Entity Funding:  $10,798,936 

  WIRAB Funding:   $     52,365 

 The funding requirement of each Regional Entity for statutory activities is of course 

allocated 100% to that Regional Entity.  The funding requirement for the WIRAB is allocated 

100% to WECC.  The following table shows the allocation to each Regional Entity of the total 

2009 ERO funding requirement of $14,040,228 for Canadian activities of NERC, the Regional 

Entities and WIRAB.  The table also shows the funding requirements per kWh based on 2007 

Canadian NEL of each Regional Entity. 

 

2009 Funding 
 
Regional 
Entity 

 
NERC 
Funding 

Regional 
Entity 
Funding 

 
WIRAB 
Funding 

 
Total 
Allocation 

Allocation 
per kWh 
(2007 NEL) 

FRCC $  -0- $  -0- -- $  -0- $ -0- 
MRO $  326,308  $   984,638 -- $  1,310,946 $0.0000312  
NPCC $  2,086,979  $  4,680,083 -- $  6,767,062 $0.0000182  
RFC $ -0-  $  -0- -- $ -0- $ -0- 
SERC $ -0-   $  -0- -- $ -0- $ -0- 
SPP $ -0-  $ -0-  -- $ -0-  $ -0- 
TRE $ -0-  $ -0- -- $  -0- $ -0- 
WECC $ 775,640  $ 5,134,215 $     52,365 $ 5,962,220 $0.0000495  
Total $ 3,188,927 $10,798,936 $     52,365 $ 14,040,228 $0.0000263  
 

 For all Regions except NPCC and Texas RE, NERC obtained from the Regional Entity a 

listing of the LSEs or their designees in the Region and a breakdown of the Regional Entity’s 

2007 NEL by LSE or designee.  For the NPCC region, NERC obtained from NPCC the 2007 

NEL for each Balancing Authority Area (New York, New England, Ontario, Québec, Nova 

Scotia and New Brunswick).  For the Texas RE, NERC obtained from Texas RE the 2007 NEL 

for ERCOT.    NERC used this information to further allocate the total ERO funding requirement 

allocated to each Regional Entity among the LSEs, their designees or the other entities to be 
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billed the assessments within that Regional Entity’s footprint.35  The amount of the NERC and 

Regional Entity funding requirement allocated to each LSE or designee or other entity to be 

billed in each Regional Entity’s footprint is shown in Appendix C-2 of Attachment 2.   NERC 

intends to directly invoice assessments to LSEs or designees, or to the other entities to be billed, 

in all Regions except WECC.36  WECC will invoice LSEs or Balancing Authorities or their 

designees within the WECC footprint, collect the assessments and remit the funds to NERC.  

These arrangements have been provided for in Exhibit E to the delegation agreement with each 

Regional Entity.  

E. Treatment of Prior Years’ Budget Surpluses or Deficits 

In the calculation of the NERC and Regional Entity net statutory funding requirements 

(assessments), any accumulated 2007 and anticipated 2008 surpluses (deficits) have been used to 

reduce (increase) the assessments requested for 2009. 

 In its 2008 Business Plan and Budget filing, NERC stated that its 2009 Business Plan and 

Budget filing would include an accounting and true-up for under-collections or over-collections 

in 2007.  The following table shows, for NERC and each Regional Entity, the surplus (deficit) of 

assessment revenues and other statutory revenues over (under) statutory expenses for 2007 and 

the projected year-end 2008 surplus (deficit) of assessment revenues and other statutory revenues 

over (under) statutory expenses for 2008. 

                                                
35 Certain LSEs in MRO and WECC serve end users only in Canada or Mexico and not in the 
U.S.  These LSEs were not allocated any portion of the ERO funding requirement allocated to 
U.S. end users, but were allocated appropriate portions, based on NEL (except as noted above), 
of the ERO funding requirement allocated to Canadian provinces or Mexico, as applicable.  

36 As noted above, the assessments in the NPCC region will be billed to a single entity for each 
of the six Balancing Authority Areas within NPCC (see Table 6 on p. 63 of Attachment 5); and 
the assessments in the Texas RE region will be billed to ERCOT.  
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Entity 200737 200838 
NERC $1,046,155 $   56,432 
FRCC $  246,617 $ 167,921 
MRO $  628,335 $            0 
NPCC $  284,735 $(200,000) 
ReliabilityFirst $2,497,880 $(232,156) 
SERC $  582,394 $(205,905) 
SPP $ (438,754) $(204,036) 
Texas RE $3,290,858 $(585,698) 
WECC $ (875,648) $            0 

 
 

F. Projected Costs for 2010 and 2011 

As it did in its 2008 Business Plan and Budget, NERC is providing a projection of its 

expected revenues and expenses for the two years following the budget year (i.e., 2010 and 

2011).  This information is provided in Table 7 in Section B of Attachment 2.  NERC is 

providing these projections for informational purposes only.  The NERC Board of Trustees has 

not approved these projections, and NERC is not seeking approval of the projections.  Based on 

the 2010 and 2011 Forecast Assumptions accompanying Table 7, NERC’s 2010 expenses are 

projected to be approximately $455,000 lower than its 2009 Budget, and its 2010 assessments to 

LSEs (or designees) for NERC funding are estimated to be approximately $557,000 lower than 

the requested amount for 2009.39  The 2011 expenses are projected to be approximately 

                                                
37 These Change in Net Asset amounts also appear in the column “2007 Actual – Per Audit 
[Statutory]” for NERC and the Regional Entities in Attachment 17 to this filing. 

38 The amounts in this column are the “Change in Assets” for the 2008 Projection shown in 
Table 1 of Section B of the 2009 Business Plan and Budget of NERC and each Regional Entity.   

39 Two major drivers of the projected decrease in NERC expenses and assessments in 2010 
versus 2009 are (i) the 2009 Budget includes significant one-time expenses for the three-year 
performance assessment of NERC and the Regional Entities (due to be submitted to FERC in 
July 2009, which will not be incurred in 2010 (or 2011); and (ii) the 2009 Budget includes a total 
of $1,393,496 to recoup 2007-2008 assessments that could not be collected and to achieve a 
working capital reserve of $2,500,000 at December 31, 2009.  The 2010 (and 2011) projections 
do not include any provision for recoupment of prior years’ uncollected assessments, and assume 
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$2,324,000 higher than the estimated 2010 expenses (6.8% increase), and the 2011 assessments 

are projected to be approximately $2,045,000 higher than the estimated 2010 assessments (6.5% 

increase). 

IV. DISCUSSION OF NERC BUDGET 

A. 2009 Business Plans and Budgets by Program 

This section summarizes NERC’s proposed 2009 Business Plan and Budget by statutory 

program and Administrative Services department.40 

1. Reliability Standards Program 

 In this program, NERC will accept and evaluate proposals for, and develop and approve, 

technically sound, fair and balanced bulk power system reliability standards to be submitted to 

FERC and to appropriate government authorities in Canada for approval.  The activities of 

NERC’s Reliability Standards Development Process, which is overseen by its Standards 

Committee with the objective of seeing that all stakeholder interests are fairly represented in the 

development of standards, will be driven by the need to make identified improvements to the 

highest priority Reliability Standards in accordance with NERC’s three-year Reliability 

Standards Development Plan 2008-2010 and its successor for 2009-2011.  The program 

                                                                                                                                                       
that funding will equal expenses so that the working capital reserve will be maintained at 
$2,500,000 without the need for an addition to the assessments to maintain the working capital 
reserve at the desired level.  The elimination of these one-time items, totaling approximately $2.4 
million, offsets other cost increases projected for 2010 over 2009. 

40 Attachment 13 is a status report on NERC’s progress in achieving its goals and objectives for 
2008.  A similar status report on achievement of the 2007 goals and objectives was provided as 
Attachment 4 to the 2008 Budget Filing.  As it stated in the 2008 Budget Filing, NERC intends 
that its Business Plan submissions in future years will include a discussion of whether and to 
what extent the objectives of each program in the previous year were or are being achieved, 
factors that may have contributed to the inability to achieve all objectives, and actions NERC 
plans to take in the upcoming year to meet unfulfilled objectives from the previous year and to 
provide greater assurance that objectives for the upcoming year will be met.  
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description and the goals and objectives of the Reliability Standards Program for 2009 are 

presented in detail at pages 8-13 in Section A of Attachment 2.  As there discussed, the 2009 

objectives of the Reliability Standards Development Program are grouped into six categories: 

standards development, regional reliability standards development, standards improvement, 

business practice interface standards, process improvements, and communications. 

Although much of the work in the Reliability Standards Development Process is 

performed by committees and task groups comprised of volunteer technical experts from the 

electric industry, government and academia (including the Standards Committee), significant 

NERC professional staff resources are needed to facilitate and coordinate the work of industry 

volunteers and to administer the process.  NERC has budgeted 14 FTEs for the Reliability 

Standards Program for 2009, which is a decrease of one FTE from the 2008 Budget and 

represents no change from the 2008 Projection.  The 2009 budgeted expenses for this program 

(including indirect expenses) are $5,665,032, which is an increase of $674,509 over the 2008 

Budget and an increase of $706,277 over the 2008 Projection for this program.41  The principal 

direct cost components of the 2009 Budget are personnel expenses ($2,476,574), meetings and 

travel expenses ($478,120), and consultants and office costs ($86,750).  The allocation of 

Administrative Services expenses to this program is $2,623,587. 

2. Compliance Monitoring and Enforcement and Organization 
Registration and Certification Program 

 Under the Compliance Monitoring and Enforcement and Organization Registration and 

Certification Program, NERC monitors, audits, investigates and enforces compliance with the 

(currently 104) approved Reliability Standards by owners, operators and users of the bulk power 

system, in order to maintain a high level of reliable operation of the bulk power system.  This 
                                                
41 See table on page 8 in Section A of Attachment 2.  
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program also includes registering owners, operators and users of the bulk power system as 

responsible for complying with Reliability Standards for each Region in which an entity owns, 

operates or uses bulk power system facilities, and maintaining a Compliance Registry (provided 

for in Section 500 of the NERC Rules of Procedure), to facilitate NERC’s and the Regional 

Entities’ compliance monitoring and enforcement activities.  The NERC Compliance Registry 

now lists over 1,800 Registered Entities which have been registered to be responsible for 

approximately 4,500 functions affecting the reliability of some portion of the bulk power system. 

 The NERC Compliance Monitoring and Enforcement Program (“CMEP”) has processed, 

or is currently processing, over 1,400 violations of Reliability Standards that occurred after June 

18, 2007 (the effective date of FERC-approved mandatory and enforceable Reliability Standards 

in the U.S.) and over 5,000 violations that occurred prior to June 18, 2007.  During 2009, the 

NERC CMEP is expecting to participate in approximately 140 on-site audits and 238 off-site 

audits of Registered Entities.  The NERC CMEP will also participate as needed in Compliance 

Violation Investigations, both those led by Regional Entities and those led by NERC.  Another 

activity of the CMEP, which can be expected to increase in 2009, is participation in appeals by 

Registered Entities to NERC from compliance violation and penalty determinations by Regional 

Entities and in any subsequent appeals to FERC from determinations of the NERC Board of 

Trustees Compliance Committee on the appeals.  Finally, beginning in late 2008 and continuing 

into 2009, NERC will conduct audits of the Regional Entity compliance programs, as required by 

the NERC Rules of Procedure.  The NERC CMEP expects to rely heavily on contractor 

resources for this latter activity. 

 The detailed 2009 program descriptions, activities, goals and objectives for Compliance 

Monitoring and Enforcement and Organization Registration and Certification are provided at 
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pages 16-20 in Section A of Attachment 2.  These activities fall into the areas of organization 

registration and certification, compliance monitoring and reporting, mitigation and enforcement, 

and Regional Entity compliance program oversight, audits and interfaces, as well as coordination 

and development activities with the Reliability Standards Program and with the Training, 

Education and Operator Certification program (primarily as to compliance auditor training). 

Reflecting the continuing increases in compliance, enforcement, registration and 

certification activities in 2009, NERC has budgeted for 31 FTEs for the Compliance Monitoring 

and Enforcement and Organization Registration and Certification Program in 2009, an increase 

of four FTEs over NERC’s staffing for this program in 2008.  For 2009, NERC is also budgeting 

for significant increases in travel expenses and expenses for consultants for this program.  As 

noted above, consultants are expected to be used in the audits of Regional Entity compliance 

programs; additionally, an outside software developer will be used in the development and 

implementation of a new Compliance Reporting, Analysis and Tracking System. 

The budgeted expenses for this program (including indirect expenses) for 2009 total 

$12,290,829, which is an increase of $4,376,655 over the 2008 Budget and an increase of 

$3,715,084 over the 2008 Projection for this program.42  The principal drivers of this increase are 

increased personnel expenses reflecting four additional FTEs, increased travel expenses and 

increased ($520,000) expense for consultants.  The major direct cost budget components for the 

Compliance Monitoring and Enforcement and Organization Registration and Certification 

Program are personnel expenses ($4,879,790); meetings and travel expenses ($694,667); 

consultants, office costs and computer purchases and maintenance ($907,000).  The allocation of 

Administrative Services expenses to this program is $5,809,372.   

                                                
42 See Table on page 16 in Section A of Attachment 2. 
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3. Reliability Readiness Evaluation and Improvement Program43 

 The NERC Reliability Readiness Evaluation and Improvement Program began in 

response to FERC’s directives following the August 14, 2003 Northeast blackout.  The goal of 

the program was to increase transparency on operating practices and to assess the industry’s 

overall preparedness to minimize the likelihood of another major blackout.  The Reliability 

Readiness Evaluation and Improvement Program has worked with industry experts to conduct 

on-site evaluations of balancing authorities, transmission operators, reliability coordinators and 

other entities that support the reliable operation of the bulk power system, to determine their 

readiness to maintain safe and reliable operations. 

 However, with the advent of mandatory and enforceable Reliability Standards and the 

implementation of the formal NERC CMEP,  NERC and industry participants have observed the 

following with respect to the Reliability Readiness Evaluation and Improvement Program: (1) 

the value of the program is diminishing; (2) NERC’s focus and resources should be squarely on 

Reliability Standards and Compliance; and (3) NERC’s role in enforcement of mandatory 

Reliability Standards may create a conflicted environment for this program, suggesting that its 

functions could be better undertaken by others (such as the Transmission Owners and Operators 

Forum).  As a result, NERC has concluded that the Reliability Readiness Evaluation and 

Improvement Program in its current form should be discontinued.  This program will, however, 

complete the remaining readiness reviews of entities scheduled for 2008 and 2009 and will 

terminate at the end of the first quarter of 2009.44   

                                                
43 This program began in 2004 as the Reliability Readiness Audit Program. In 2007, NERC 
changed the name of this program to the Reliability Readiness Evaluation and Improvement 
Program to more sharply distinguish the program from the CMEP. 

44 At present, 16 readiness evaluations are scheduled for the last four months of 2008 and 12 
readiness evaluations are scheduled for the first quarter of 2009. 
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 The Reliability Readiness Evaluation and Improvement Program currently has 8.5 FTEs; 

these positions will be eliminated in 2009 as the program concludes. NERC has budgeted 

$485,429 to conclude the activities of this program in 2009, consisting of personnel expenses 

($462,474), travel costs ($19,000) and office costs ($3,955).  No indirect expenses have been 

allocated to the Reliability Readiness Evaluation and Improvement Program for 2009. 

4. Training, Education, and Operator Certification Program 

 The Training, Education, and Operator Certification Program encompasses (i) the System 

Operator Certification Program, (ii) NERC’s Continuing Education Program (“CEP”) for 

owners, operators and users of the bulk power system and their operating personnel, and (iii) 

NERC’s Education Program for NERC and Regional Entity staff. 

 The System Operator Certification Program provides a certification credential for 

operating personnel of owners, operators and users of the bulk power system.  Initial certification 

is obtained through examinations, and is maintained or renewed through use of approved 

continuing education.  The System Operator Certification Program is administered by NERC 

professional and technical staff and is overseen by the Personnel Certification Governance 

Committee, which is a NERC standing committee reporting to the Board of Trustees.  Fees are 

charged for the certification examinations and renewals of credentials, which are structured to 

fully recover the costs of operating the System Operator Certification Program.   

 The objective of the NERC CEP is to foster improvement of and promote quality in the 

training programs used and implemented by owners, operators and users of the bulk power 

system.  Through the CEP, NERC approves or accredits training programs of owners, operators 

and users of the bulk power system and of other continuing education providers.  Among other 

functions, the CEP conducts periodic audits of continuing education providers and training 

activities to ensure that approved and accredited providers and training activities satisfy NERC’s 
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continuing education requirements.  The costs of administering the CEP are fully recovered 

through fees paid by the continuing education providers. 

 In the Education Program, NERC develops and maintains learning materials and 

activities to establish training requirements for NERC and Regional Entity staff.  NERC also 

provides educational activities and tools to industry stakeholders, participants and regulators.  

These activities are carried out by NERC professional and technical staff and contractors with 

the assistance of industry volunteers possessing appropriate technical knowledge and 

competencies. 

 Detailed program descriptions and planned 2009 activities, goals and objectives for the 

System Operator Certification Program, the CEP and the Education Program are provided at 

pages 28-35 of Section A of Attachment 2. 

 NERC has budgeted 5.5 FTEs for these programs in 2009, which is the current level of 

staffing in 2008.  The budgeted expense for the Training, Education and Operator Certification 

Program in 2009 (including indirect expenses) totals $2,593,173, which is an increase of 

$444,105 over the 2008 Budget and an increase of $368,614 over the 2008 Projection.45  Primary 

drivers of these increases are (i) the transfer of the NERC WebEx contract and associated 

expenses from General and Administrative to this program, and (ii) the addition of a total of ten 

new learning activities which will be developed by consultants or procured from vendors at a 

total budgeted cost of $162,500.  The direct cost components of the 2009 Budget for this 

program are personnel expenses ($906,873), meetings, travel and conference call expenses 

($181,225), and consultants, contracts and office costs ($474,380).  The allocation of 

Administrative Services expenses to this program is $1,030,695.  As noted above, NERC charges 

                                                
45See table on page 28 in Section A of Attachment 2.  
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fees for system operator certification examinations and continuing education providers.  The 

2009 Budget for this program reflects projected revenues from such fees of $980,000.   

5. Reliability Assessment and Performance Analysis Program 

The Reliability Assessment and Performance Analysis Program is intended to enable 

NERC to meet its responsibility as the ERO to conduct periodic assessments of the reliability 

and adequacy of the bulk power system in North America.  NERC prepares three reliability 

assessments each year: a long-term reliability assessment report, a summer assessment report, 

and a winter assessment report.  These reports analyze electricity demand and adequacy of 

supply throughout the North American bulk power system and examine the adequacy of the 

transmission system.  NERC also prepares special reliability assessment reports as conditions 

warrant or as directed by the NERC Board.  Beginning in 2008, and continuing into 2009, this 

program is responsible for implementing the Reliability Assessment Improvement Initiative, 

which is a plan approved by the NERC Planning Committee in March 2008 to improve the 

seasonal and long-term reliability assessments.  Additional resources are required in the 

Reliability Assessment and Performance Analysis Program to support implementation and 

execution of the Reliability Assessment Improvement Initiative.  Another significant activity 

planned for 2009 is performance of a special reliability assessment to evaluate a variety of CO2 

legislative scenarios and their impact on bulk power system reliability.  Significant consultant 

resources are budgeted for this activity. 

The Reliability Assessment and Performance Analysis Program also includes analyzing 

significant system events and other off-normal events occurring on the bulk power system; 

identifying the root causes of events that may be precursors of potentially more serious events 

impacting the reliable operation of the bulk power system; assessing past reliability performance 

for lessons learned; disseminating findings and lessons learned to the electric industry to improve 
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reliability performance; and developing reliability performance benchmarks and monitoring 

performance against those benchmarks.  This program includes maintaining and enhancing 

NERC’s Blackout and Disturbance Response Procedure (Appendix 8 to the NERC Rules of 

Procedure).  These activities are intended to help prevent future abnormal system events and 

thereby to promote and improve reliable operation of the bulk power system. 

The Reliability Assessment and Performance Analysis Program is responsible for 

maintaining the Generating Availability Data System (“GADS”) and for development of the 

Transmission Availability Data System (“TADS”).  GADS provides performance benchmarks 

for improving individual generating unit reliability and availability and statistics for tracking 

generating unit availability.  NERC receives revenues from the sale of GADS software and 

services, which are reflected in the budget.  Development of the TADS was approved by the 

NERC Board in October 2007 and initial development activities, including contracting for the 

development of custom software, began in 2008.   

Detailed program descriptions and planned 2009 activities, goals and objectives for the 

Reliability Assessment and Performance Analysis Program are provided at pages 38-44 in 

Section A of Attachment 2. 

NERC’s budgeted expense for the Reliability Assessment and Performance Analysis 

Program for 2009 (including indirect expense) is $6,519,959, which represents an increase of 

$2,265,773 over the 2008 Budget and an increase of $1,738,178 over the 2008 Projection.46  The 

2009 Budget reflects 13.5 FTEs for this program, which is an increase of 2.5 FTEs from the 

staffing in 2008.  Primary drivers for the increased 2009 Budget, in addition to the increased 

personnel expenses resulting from addition of 2.5 FTEs, are increased costs for consultants and 

                                                
46 See table on page 38 in Section A of Attachment 2.  
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contracts totaling $265,000, principally for the planned evaluation of the reliability impacts of 

CO2 legislation and to support the Reliability Assessment Improvement Initiative and 

development of TADS.  The direct costs in the 2009 Budget for this program include personnel 

expenses ($2,594,580), meeting, travel and conference call expenses ($457,875), and expenses 

for consultants, contracts, office costs and computer purchase and maintenance (totaling 

$937,616).  The allocation of Administrative Services expenses to this program is $2,529,888.  

Revenues from the sale of GADS software and services are projected to be $450,000.   

6. Situational Awareness and Infrastructure Security 

  NERC’s Situational Awareness and Infrastructure Security Program encompasses a broad 

array of coordinated, complementary activities to (i) address critical infrastructure protection 

issues across NERC’s program areas, (ii) facilitate the timely exchange of information between 

government agencies and owners, operators and users of the bulk power system about threats and 

vulnerabilities to the electricity infrastructure, (iii) develop and maintain processes, procedures 

and tools that address the industry’s situational awareness and infrastructure security needs, and 

(iv) monitor conditions on the bulk power system and rapidly communicate substantive changes 

in those conditions to relevant parties.  Activities in the Situational Awareness and Infrastructure 

Security Program are grouped into three functional areas: critical infrastructure protection 

(“CIP”), Electricity Sector – Information Sharing and Analysis Center (“ES-ISAC”) operations, 

and reliability tools and support services. 

  With respect to CIP, NERC is consolidating responsibility for cyber security matters 

across all NERC activities into a single responsibility.  NERC will staff a senior executive to be 

the Chief Security Officer who will serve as a single point of contact for the industry, the 

Electricity Sector Steering Group (“ESSG”) and government stakeholders seeking to 

communicate with NERC on cyber and other infrastructure security matters. 
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 With respect to ES-ISAC, it was formed by NERC in 1999 and has subsequently 

expanded its scope to include information about all types of threats to the reliability of the bulk 

power system, including natural disasters, power system operational issues, and physical and 

cyber security.  In May 2008, the NERC Board created the ESSG to enhance strategic and policy 

guidance to the ES-ISAC and to provide broad electricity sector participation and support on 

critical infrastructure security matters. 

 NERC provides tools and other support services for the use and benefit of bulk power 

system operators including reliability coordinators.  These tools provide situation awareness and 

rapid communications capability, help implement transmission loading relief procedures, and 

meet requirements for same-time information to market participants and others.  The tools and 

support services NERC provides to the industry under this program are important to promoting 

and maintaining reliable operation of the bulk power system.  Further, to the best of NERC’s 

knowledge, it is the only organization making tools and support services with these 

functionalities available to owners, operators and users of the bulk power system and other bulk 

power system participants.  In 2009, the NERC Situational Awareness and Infrastructure 

Security Program will manage the North American SynchroPhasor Initiative (“NASPI”) project, 

including funding the contracted professional program manager, ensuring the successful 

installation of phasor measurement units at all key locations in the North American 

interconnections to provide optimal coverage and wide-area visibility, identify locations to house 

super data concentrators to improve data collection performance, reliability and availability, 

acquire necessary hardware and software to deploy at least three new sites in 2009, and design 
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and begin to construct the telecommunications network required to exchange data between super 

data concentrators and to deliver information created from that data to control centers.47 

 Detailed program descriptions and planned 2009 activities, goals and objectives for the 

Situational Awareness and Infrastructure Security Program are provided at pages 47-51 in 

Section A of Attachment 2. 

 NERC has budgeted $6,893,198 (including indirect expenses) for the Situational 

Awareness and Infrastructure Security Program for 2009.  This is an increase of $3,024,760 over 

the 2008 Budget and an increase of $2,429,247 over the 2008 Projection.  The 2009 Budget 

reflects seven FTEs in this program, an increase of two FTEs over the budgeted staffing and of 

one FTE over the actual staffing in 2008.48  The primary drivers of the increased costs for this 

program in 2009 are additional personnel expenses and additional costs totaling approximately 

$1,577,000 for consultants, contracts, office costs and furniture purchases, including 

approximately $1,453,000 associated with the NASPI project and $125,000 for furniture 

purchases to outfit an emergency response room.  The direct cost components of the 2008 budget 

are personnel expenses ($1,403,770), meetings, travel and conference call expense ($195,161), 

contracts and consultants ($3,826,600), and office costs and furniture purchases ($155,874).  The 

allocation of Administrative Services expenses to this program in the 2009 Budget is $1,311,793.  

                                                
47The NASPI is the successor to the Eastern Interconnection Phasor Project and to the phasor 
development work done in the Western Interconnection.  NASPI will be the international project 
to advance the application of phasor measurement technology in all interconnections in North 
America.  The objective of NASPI is to use phasor measurement technology to provide grid 
operators with expanded interconnection visibility and improved situational awareness and to 
supplement the tools available to operators to monitor and control the bulk power system. 

48 See table on page 47 in Section A of Attachment 2.  
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7. Administrative Services 

 The Administrative Services departments support the other NERC programs.  

Administrative Services comprises the following functions: (i) Members’ Forums; (ii) General 

and Administrative; (iii) Legal and Regulatory; (iv) Information Technology (“IT”); (iv) Human 

Resources, and (v) Finance and Accounting.  Detailed functional descriptions and planned 2009 

activities, goals and objectives for each of the functions included in Administrative Services are 

provided at pages 54-73 in Section A of Attachment 2. 

 Members’ Forums – NERC’s Rules of Procedures provides for members’ forums that 

serve the interests of stakeholders within individual industry sectors and as a result help to 

improve the reliability of the bulk power system.  NERC presently has one such forum, the 

Transmission Owners and Operators Forum.  The 2009 Budget reflects two FTEs in this 

function, the same level of staffing as in 2008.  The 2009 Budget for Members’ Forums is 

$857,572, consisting of personnel expenses ($648,912), meeting and travel expenses ($48,660) 

and contracts expense ($160,000).  The expenses for the Members’ Forums are completely 

reimbursed through dues and other charges to the participants, and therefore do not impact the 

assessments to LSEs. 

 This function previously also included the management of the NERC Technical 

Committees; however, in the 2009 Business Plan and Budget that responsibility has been shifted 

to the Reliability Assessment and Performance Analysis and the Situational Awareness and 

Infrastructure Security programs. 

 General and Administrative – The General and Administrative Department consists of 

the NERC President and CEO, the Executive Vice President, the Director of Inter-Governmental 

Affairs, a communications specialist and two administrative assistants.  The budget for this 

department also includes meeting, travel and conference call expenses (including such expenses 
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for the Board of Trustees and Board committees); NERC’s office rent as well as other office 

costs; Board of Trustees fees (recorded in the budget under professional services expense); 

interest earned on cash balances and short-term investments of NERC funds; recoupment of 

uncollected assessments from prior years; and additions to the working capital reserve. 

 The 2009 Budget for General and Administrative is $5,468,985, which is an increase of 

$2,262,166 over the 2008 Budget and an increase of $872,754 over the 2008 Projection.  The six 

FTEs in the 2009 Budget in this department is the same as the current staffing but an increase of 

three FTE over the 2008 Budget.  During 2008, one FTE position was moved from another 

Administrative Services department and two FTE positions were moved from the Reliability 

Standards Program to the General and Administrative department.  However, the most 

significant drivers of the increased General and Administrative department 2009 Budget are the 

$1,393,496 of other non-operating expenses, which consists of (i) $264,144 to recoup 

uncollected prior years’ assessments, and (ii) $1,129,352 to increase NERC’s working capital 

reserve to a target balance of $2,500,000 at December 31, 2009,  These items are discussed in 

§IV.B below. 

 Legal and Regulatory – The Legal and Regulatory function provides legal counsel to 

the NERC CEO, Board of Trustees, staff and committees on legal and regulatory matters 

affecting NERC; is responsible for preparing or overseeing filings with governmental entities; 

maintains relationships with governmental entities in the U.S., Canada and Mexico; reviews 

contracts entered into by NERC; and retains and oversees outside counsel.  The 2009 Budget for 

Legal and Regulatory is $2,986,510, which is an increase of $1,385,227 over the 2008 Budget 

and an increase of $1,489,602 over the 2008 Projection. The Legal and Regulatory 2009 Budget 

reflects the addition of one additional attorney to the current staffing, resulting in four FTEs for 
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this department.  (Five FTEs were budgeted for Legal and Regulatory in the 2008 Budget, but 

one position was not filled and another position has been transferred to General and 

Administrative.)  However, the most significant driver of the increased 2009 Budget for Legal 

and Regulatory is $1,050,000 budgeted for consultants for the three-year performance 

assessment of NERC and the Regional Entities that will be performed beginning in late 2008 and 

must be submitted to FERC by July 20, 2009. 

 IT – NERC’s IT team performs typical IT development and maintenance functions 

needed for organizational support, thereby providing the foundational computer networks, 

systems and tools that support NERC’s day-to-day business processes and ensuring these 

information assets meet NERC’s existing and future needs.49  IT also supports the development, 

maintenance and operation of reliability tools used by system operators and others to monitor 

system conditions in near real time.  During 2009, IT will continue development of the 

Situational Awareness Tool through additional pilot phases for new users, identify and deploy an 

emergency notification system, and assist in the design and build-out of a NERC emergency 

response room.  NERC’s 2009 Budget reflects 8 FTEs in this function, which is the same as the 

budgeted 2008 staffing and the current staffing.  The 2009 Budget for IT is $2,467,531, which is 

an increase of $163,796 over the 2008 Budget and an increase of $172,456 over the 2008 

Projection.  The most significant cost increase items in the 2009 Budget for IT are $42,575 for 

computer purchases and maintenance and $85,000 for furniture and equipment, reflecting costs 

                                                
49 These functions include ensuring all information systems are functional and secure; ensuring 
all applications running on those systems meet business requirements for performance, 
availability and security; planning and implementing organization-wide information systems, 
services and network facilities including local-area networks, WANS and peripheral systems; 
and creating and managing an information security program aimed at reducing risk to acceptable 
levels.    
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to re-wire NERC’s headquarters offices and to add air conditioning and fire suppression to the 

computer room. 

 Human Resources – Human Resources designs, plans and implements human resources 

policies and procedures for staffing, compensation, benefits, employee relations and training and 

development.  NERC’s 2009 Budget reflects 4.5 FTEs in this function, which is the current 

staffing but an increase of one FTE over the 2008 Budget.  The 2009 Budget for Human 

Resources is $668,293, which is an increase of $194,335 over the 2008 Budget and an increase 

of $98,916 over the 2008 Projection.  The 2009 Budget includes $100,000 for executive search 

firm fees which were not included in the 2008 Budget. 

 Finance and Accounting – Finance and Accounting directs the overall financial plans 

and accounting practices of NERC; oversees treasury, accounting, budgeting, tax and audit 

activities; and oversees financial and accounting system controls and standards.  Finance and 

Accounting has principal responsibility for preparation of NERC’s annual budget packages 

(including those of the Regional Entities) for filing with FERC and appropriate governmental 

authorities in Canada.  NERC’s 2009 Budget reflects 5 FTEs in this function, which is the same 

as the 2008 Budget and the current staffing.  The 2009 Budget for Finance and Accounting is 

$856,446, which is a decrease of $29,128 from the 2008 Budget and a decrease of $15,883 from 

the 2008 Projection.  This decrease is due to shifting consultant costs to the Legal and 

Regulatory department in the 2009 Budget. 

B. Recoupment of Prior Years’ Uncollected Assessments; Working Capital 
Reserve 

 NERC’s 2009 Budget includes (i) $264,144 for recoupment of prior years’ uncollected 

assessments, and (ii) $1,129,352 to achieve a target working capital reserve of $2,500,000 at 

December 31, 2009.  These two items increase the proposed ERO assessment for 2009 by a total 
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of $1,393,496.  The two items are discussed together here because both relate, ultimately, to the 

objective of maintaining a reasonable and proper working capital reserve.50 

 The $264,144 of uncollected prior years’ assessments consist of two categories: (i) 

assessments that were correctly calculated and billed in 2007 to LSEs or designees but which 

NERC has determined are uncollectible ($23,192.78); and (ii) assessments to LSEs in 2007 and 

2008 that were calculated incorrectly and could not be collected from the LSEs or designees 

because the errors were brought to the attention of NERC or the Regional Entity in a timely 

manner shortly after the initial assessment ($103,831.53 for 2007 and $137,120 for 2008, 

totaling $240,951.53).  With respect to the first category, these amounts were not collected 

because the LSEs were no longer serving any load.  After reasonable effort and investigation, in 

conjunction with the applicable Regional Entity if appropriate, NERC has determined that these 

amounts are uncollectible.  With respect to the second category, the erroneous calculation of 

assessments for 2007 occurred because the NEL of certain LSEs operating in two Regions was 

reported by both Regional Entities; and for 2008 occurred because a Regional Entity erroneously 

reported two times the actual load served by certain LSEs.  The resulting erroneous calculation 

and overbilling of assessments to certain LSEs created a shortfall in collections, because the 

erroneous over-allocation of ERO funding requirements to one LSE or Region resulted in under-

allocation of funding requirements to all other LSEs or Regions. 

 With respect to the working capital reserve, in its 2007 Budget and its 2008 Budget, 

NERC requested additional funding sufficient to enable NERC to build its cash reserves balance 

                                                
50 NERC’s projected working capital reserve at December 31, 2008 is $1,370,648.  See Table 5 
on page 78 of Section B of Attachment 2.  Had NERC collected some or all of the uncollected 
prior years’ assessments of $264,144, the working capital reserve at December 31, 2008 would 
be commensurately larger and the amount of additional assessment required in 2009 to achieve a 
working capital reserve of $2,500,000 would be commensurately smaller. 
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to 10% of the requested assessments for the year (before the adjustment to increase the cash 

reserves balance).   NERC believes the concept of a net funding reserve is a more appropriate 

financial and accounting measure of a reserve to provide, in a cost-effective manner, flexibility 

in responding to varying cash flow requirements over the course of the year, to timing 

mismatches between receipt of assessment collections and expense payments obligations, and to 

any unexpected costs. In this 2009 Budget filing (and those of the Regional Entities), the term 

“working capital reserve” has been used rather than “net funding reserve,” but the working 

capital reserves are calculated in the same manner as the net funding reserves . 

 Whereas NERC previously targeted a cash reserves balance equal to 10% of the proposed 

assessments for the budget year (excluding the additional assessment to achieve the desired cash 

reserve), for the 2009 Budget, NERC has determined that achieving a working capital reserve of 

$2,500,000 at December 31, 2009, represents a reasonable and appropriate objective and will 

provide a reasonable and appropriate level of working capital reserve in light of the overall size 

of NERC’s operations and budget and the availability of a $4,000,000 bank revolving line of 

credit.  The $2,500,000 working capital reserve is a target reserve that is more representative of 

NERC’s long-term, steady-state expenses and its cash and working capital requirements as it 

moves into its third full year of operation as the ERO.  The analysis that NERC conducted to 

determine the working capital reserve of $2,500,000 (rather than a target reserve of 10% of 

budget assessments) is discussed in greater detail on page 59 of Attachment 2.  

 Table 5 on page 78 in Attachment 2 shows the calculation of the $1,129,352 additional 

assessment needed to achieve a $2,500,000 working capital reserve at December 31, 2009.  

Based on the 2008 Projection, NERC estimates that it will have a working capital reserve of 

$1,370,648 at December 31, 2008.  Therefore, to achieve a working capital reserve of 
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$2,500,000 at December 31, 2009, an additional assessment of $1,129,352 (i.e., in addition to the 

net ERO assessment of $30,795,696 needed to cover budgeted 2009 operating expenses) is 

needed.  The resulting total net ERO assessment requested by NERC for 2009 is $31,925,048. 

V. REGIONAL ENTITY BUDGETS 

A. Consistency Among Regional Entity Budgets 

In developing the 2009 Regional Entity Business Plans and Budgets, NERC and the 

Regional Entities worked to build on the substantial effort they devoted to achieving consistency 

of format and presentation of information in the 2008 Business Plans and Budgets. NERC and 

the Regional Entities believe additional consistency has been achieved in the 2009 Business 

Plans and Budgets that are being submitted with this filing (Attachments 3 through 10).51  Each 

Regional Entity Business Plan and Budget begins with an Introduction section that presents a 

table showing Total Regional Entity Resources for 2009, including statutory and non-statutory 

FTEs and expenses, the proposed ERO funding assessment to recover the Regional Entity’s 

statutory costs and the assessments or charges to members and others to recover other costs; and 

the Regional Entity NEL, allocated if applicable between the U.S., Canadian provinces and 

Mexico.  The Introduction section also provides general information on the Regional Entity, 

including its membership and governance, its 2009 primary objectives, and major cost impacts 

for 2009.   

The Regional Entity Business Plans next contain separate sections on each statutory 

program and administrative department or function of the Regional Entity.  These sections are 

presented in similar format to the NERC Business Plan (Section A of Attachment 2), including 

(i) a table for each statutory program showing total FTEs, total direct expenses, total indirect 
                                                
51 The process and timeline by which NERC and the Regional Entities worked together to 
develop the 2009 Regional Entity Business Plans and Budgets was described in §III.B above. 
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expenses, and total expenses, and (ii) a Statement of Activities for the program showing funding 

and expenses by major categories, with the information presented in each of these tables for the 

2008 Budget, the 2008 Projection and the 2009 Budget.  The text of these sections for each 

statutory program includes discussion of the major areas of, and major factors affecting increases 

or decreases in, costs for 2009. 

Section B of each Regional Entity Business Plan and Budget presents the Regional 

Entity’s detailed 2009 Budget.  Section B contains a Statement of Activity (Table 1), by major 

funding and expense categories, for all the Regional Entity’s statutory programs and costs, with 

information presented for the 2008 Budget, the 2008 Projection and the 2009 Budget.  Table 2 

shows the Regional Entity’s FTEs by statutory program and for Administrative Services, for the 

2008 Budget, the 2008 Projection and the 2009 Budget.  Tables 3 and 4 are the Regional Entity’s 

organization charts for 2008 and 2009.  Table 5 provides the calculation of the additional 

assessment (if any) needed in 2009 to achieve the Regional Entity’s target working capital 

reserve (net funding reserve) at December 31, 2009, and the resulting total net assessment 

requested by the Regional Entity.52  Subsequent tables (B-1 through B-11) in Section B provide 

more detailed information on funding and expenses for the major expense categories, 

comparable to the detailed tables in Section B of the NERC 2009 Business Plan and Budget. 

Section C of each Regional Entity Business Plan and Budget provides (where applicable) 

information on the Regional Entity’s non-statutory activities for 2009, including program 

descriptions and objectives, budget information, FTEs and organization charts.53 

                                                
52 SPP has determined that it does not need to maintain a working capital reserve.  See §V.B.6 
below.  

53 MRO, ReliabilityFirst and SERC do not plan to have, and have not budgeted for, any non-
statutory activities in 2009.  As explained in its Business Plan and Budget, SPP is unable to 
provide a non-statutory budget for 2009 because its planning and budgeting cycle does not result 
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At the end of each Regional Entity Business Plan and Budget, there is a one-page 

spreadsheet showing the Regional Entity’s 2009 budgeted line-item funding sources and 

expenses, in total, by statutory and (if applicable) non-statutory, and by statutory program and 

administrative department, as well as the direct expenses and indirect expenses (overheads) for 

each statutory program. 

NERC notes the following three topics which affect the Regional Entity 2009 Business 

Plans and Budgets.  First, every Regional Entity has budgeted increased resources – in some 

cases significantly increased resources – in 2009 for its CMEP and Organization Registration 

and Certification Program, including increased FTEs for this program.  Some Regional Entities 

(as well as NERC) have observed that the demand for technically qualified, experienced electric 

industry personnel for CMEP positions is likely exerting upward pressures on the personnel 

expense that must be incurred to fill these positions.   

Second, as discussed above in §IV.A.3, NERC is eliminating Reliability Readiness 

Evaluation and Improvement as a separate program as of the end of the first quarter of 2009.  As 

discussed in the Business Plan and Budget of each Regional Entity, some Regional Entities have 

budgeted no resources for this program for 2009, in the expectation that they can complete any 

necessary activities by year-end 2008, while other Regional Entities have budgeted some 

resources for this program for 2009, in the expectation that some activities will carry over into 

2009 before the program is terminated (e.g., performance or support of presently-scheduled 

readiness evaluations).  NERC also notes that elimination of this program does not necessarily 

result in a corresponding decrease in Administrative Services staffing or expenses for the 

Regional Entity, with the result that Administrative Services expenses are reallocated to the other 
                                                                                                                                                       
in finalization and Board approval of the overall SPP budget until October.  SPP has included its 
overall 2008 budget  for information. 
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statutory programs on a proportional FTE basis, resulting in higher indirect expenses for those 

programs.    

Third, each Regional Entity (except SPP, as noted above) has determined a target amount 

of working capital reserve to be achieved at December 31, 2009, and calculated the additional 

assessment amount needed in 2009 to achieve that target.  The Business Plan and Budget of each 

Regional Entity identifies and explains its working capital reserve target and presents the 

calculation of the additional 2009 assessment amount needed to achieve the target. 

NERC also notes that on June 4, 2008, it filed with FERC the initial set of penalties 

assessed against Registered Entities for violations of Reliability Standards.  These penalties were 

assessed by MRO ($75,000) and ReliabilityFirst ($180,000) to registered entities in their 

Regions.  On July 3, 2008, FERC issued its order in Dockets AD08-10-000 and NP08-1-000 

through NP08-37-000 affirming these penalty assessments based on expiration of the statutory 

30-day FERC review period.54  NERC’s delegation agreements with the Regional Entities 

specify  that all penalty monies received by a Regional Entity (other than penalty monies 

received from an operational function or division or affiliated entity of the Regional Entity) shall 

be applied as a general offset to the Regional Entity’s budget requirements for U.S.-related 

activities for the subsequent fiscal year.55  However, the penalties assessed by MRO and 

ReliabilityFirst, and confirmed by FERC on July 3, 2008, have not been incorporated as offsets 

to these Regional Entities’ budget requirements for 2009 in their 2009 Budgets, due to the timing 

of FERC’s Order confirming the penalties, the pendency of the rehearing period, and the fact that 

the penalties were still in process of being collected in July and August.  NERC believes that 
                                                
54 Guidance on Filing Reliability Notices of Penalties; North American Electric Reliability 
Corp.,  124 FERC ¶ 61,015 (2008) 

55 This provision is found in §4 of Exhibit E to the delegation agreements.    
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penalties for violations of reliability standard should not be used as offsets to a Regional Entity’s 

U.S. budget requirements until the penalty has actually been collected from the registered entity.  

NERC and the Regional Entities intend to adopt a formal policy establishing a cut-off date 

(likely to be on or about June 30) for receipt of penalty payments to be used as offsets to the 

Regional Entity budget requirements for the following budget year; penalties collected after the 

cut-off date would be used as offsets to the Regional Entity’s U.S. budget requirements for the 

second succeeding budget year. 

B. Discussion of Individual Regional Entity Business Plans and Budgets 

This section discusses highlights of the individual Regional Entity Business Plans and 

Budgets. 

1. FRCC 

FRCC has budgeted total statutory expenses of $3,977,868 for 2009, a decrease of 

approximately $12,000 from its 2008 Budget.  FRCC plans total staffing for statutory and 

administrative programs of 18.34 FTEs, an increase of 1.85 FTE over its 2008 Budget.  Although 

FRCC’s total 2009 statutory budget is essentially unchanged from 2008 (in part due to 

elimination of the Reliability Readiness Evaluation and Improvement program), FRCC is 

budgeting increased resources for its CMEP for 2009.  FRCC’s target working capital reserve at 

December 31, 2009, is $392,089, based on 10% of budgeted 2009 statutory expenses; however, 

FRCC does not require an additional assessment to reach this target.  FRCC’s 2009 Budget for 

non-statutory activities (total direct expense plus total indirect expense) is $3,361,112. 

2. MRO 

MRO has budgeted total statutory expenses of $6,405,724 for 2009, an increase of 

$1,074,236 over its 2008 Budget.  MRO plans total staffing for statutory and administrative 

programs of 26.5 FTEs, an increase of 3.6 FTEs over its 2008 Budget.  MRO is budgeting 
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increased resources for its CMEP and Organization Registration and Certification Program for 

2009, with a plan to increase FTEs in this program by 2.5 over current staffing and a budgeted 

total expense increase of $398,709 for this program over its 2008 Budget.  MRO is also 

budgeting significantly increased resources for its Reliability Assessment and Performance 

Analysis Program for 2009, with a plan to increase FTEs in this program by 2.55 over the 2008 

Budget and a budgeted total expense increase of $733,348 for this program over its 2008 Budget.  

MRO has identified a target working capital reserve of approximately $790,000, representing 45 

days’ expenses, but has elected not to increase its assessments in 2009 to reach this level of 

reserve, in anticipation of a leveling of expenses beginning in 2010.  MRO plans no non-

statutory activities in 2009 and therefore has no 2009 Budget for non-statutory activities. 

3. NPCC 

NPCC has budgeted total statutory expenses of $10,008,885 for 2009, an increase of 

$2,503,978 over its 2008 Budget.  NPCC plans total staffing for statutory and administrative 

programs of 27.2 FTEs, an increase of 2 FTEs over its 2008 Budget.  NPCC’s 2009 Budget for 

CMEP and Organization Registration and Certification reflects an increase of $1,466,665 in total 

(direct plus indirect) expenses over the 2008 Budget, including a staffing increase of 1.5 FTE 

over the 2008 Budget and an increase in contactor usage and costs to assist in compliance audits. 

NPCC is also budgeting an increase of $830,701 in total expenses for the Reliability Assessment 

and Performance Analysis Program over the 2008 Budget, which incorporates increases of 

approximately $338,000 in personnel expenses and $171,000 in contracts expense for this 

program.  Finally, NPCC is budgeting an increase of $652,771 in total expenses for the 

Situational Awareness and Infrastructure Security Program over the 2008 Budget, which 

incorporates an increase of approximately $274,000 in personnel expenses for this program.  

With respect to Administrative Services, NPCC is budgeting an increase of $1,806,657 for 2009 
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over the 2008 Budget.  A significant component of this increase, $1,269,339, represents one-time 

costs NPCC will incur in 2009 in connection with relocation of its offices to a new location in 

New York City.  NPCC’s target working capital reserve at December 31, 2009 is $2,001,451 

(20% of its total statutory budget); only a minimal additional assessment ($1,629) is required in 

2009 to achieve this target.  NPCC’s total non-statutory (Criteria Services Division) budget for 

2009 is $1,012,790. 

For purposes of determining the assessments to recover NPCC’s statutory funding 

requirement, the statutory funding requirement is allocated among the Balancing Authority Areas 

within NPCC in the U.S., Ontario, Québec, New Brunswick and Nova Scotia.  As discussed in 

§III.D and §VI, the 2009 allocation of a portion of NPCC’s statutory costs is affected by the 

application of NERC’s Expanded Policy on Allocation of Certain Compliance and Enforcement 

Costs and the resulting adjustments to the allocation of NPCC’s statutory funding requirement to 

IESO and Québec.  Table 6 on page 63 of NPCC’s Business Plan and Budget (Attachment 5) 

shows the development of the 2009 assessments by Balancing Authority Area within NPCC to 

recover NPCC’s statutory funding requirement, taking into account the adjustments to the 

assessment to IESO and Québec implementing the Expanded Policy. 

4. ReliabilityFirst 

ReliabilityFirst has budgeted total statutory expenses of $11,434,201 for 2009, an 

increase of $1,769,945 over its 2008 Budget.  ReliabilityFirst plans total staffing for statutory 

and administrative programs of 44 FTEs, an increase of 10 FTEs over its 2008 Budget.  

ReliabilityFirst is budgeting significantly increased resources for its CMEP and Organization 

Registration and Certification Program for 2009, with a plan to increase FTEs in this program by 

11 over the 2008 Budget and 5 FTEs over the current staffing, and a budgeted total expense 

increase of $2,758,249 for this program over its 2008 Budget.  ReliabilityFirst is also budgeting 
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an increase of $290,320 for the Situational Awareness and Infrastructure Security Program in 

2009 over the 2008 Budget, including an increase of 1.2 FTE.  In the Administrative Services 

functions, ReliabilityFirst is budgeting an increase of $460,514 for Information Technology over 

the 2008 Budget, although this in fact represents a decrease of $709,606 from the 2008 

Projection.  The significant areas of increase for Information Technology in the 2009 Budget 

over the 2008 Budget are consultants ($33,000), office costs ($176,000) and computer purchases 

and maintenance ($223,000).  ReliabilityFirst’s target working capital reserve at December 31, 

2009 is $1,000,000 (representing approximately 10% of expenses), which is approximately $2.5 

million less than its projected working capital reserve at December 31, 2008.  Therefore, 

ReliabilityFirst’s statutory assessment amount for 2009 ($8,833,834) is less than its budget 

($11,434,201).  ReliabilityFirst plans no non-statutory activities in 2009 and therefore has no 

2009 Budget for non-statutory activities. 

5. SERC 

SERC has budgeted total statutory expenses of $10,095,546 for 2009, an increase of 

$2,104,525 over its 2008 Budget.  SERC plans total staffing for statutory and administrative 

programs of 43 FTEs, an increase of 11 FTEs over its 2008 Budget and 5.9 FTEs over its 2008 

Projection.  SERC is budgeting increased resources for its CMEP and Organization Registration 

and Certification Program for 2009, with a plan to increase FTEs in this program by 7.3 over the 

2008 Budget and 4.5 FTEs over the current staffing, and a budgeted total expense increase of 

$1,591,100 for this program over its 2008 Budget.  In addition to an increase in personnel 

expenses for this program of $1,041,906 over the 2008 Budget, SERC is budgeting increases in 

meetings and travel expenses of approximately $320,000 and in contract costs of $183,000.56  

                                                
56 SERC is budgeting higher meetings and travel expenses for many of its statutory programs and 
administrative services functions.  



 

 -49-  

SERC is also budgeting an increase of $524,914 in total expenses for the Reliability Assessment 

and Performance Analysis Program over the 2008 Budget, which incorporates increases of 

$208,649 in personnel expenses (increase of 1.9 FTEs) and $230,000 in consultant expenses for 

this program.  Finally, SERC is budgeting an increase of $260,700 in total expenses for the 

Situational Awareness and Infrastructure Security Program over the 2008 Budget, which 

incorporates an increase of approximately $198,000 in personnel expenses (increase of 1.3 FTEs) 

for this program.   

With respect to Administrative Services as a whole, SERC’s total 2009 budgeted have 

increased approximately $269,000 over the 2008 Budget.  Of this amount, approximately 

$210,000 resulted from the increase for the working capital reserve (see next paragraph), 

resulting in a decrease of $59,000 for Administrative Services from the 2008 Budget.  In 

comparing the 2008 Budget to the 2009 Budget, the personnel expenses for Finance and 

Accounting, Human Resources, Legal and Regulatory and IT were consolidated into General and 

Administrative in order to protect individual employees’ salary information, which can be 

determined for administrative functions with very small staffing complements.  Due to this 

consolidation, there was a large increase in General and Administrative personnel expenses and a 

corresponding decrease in the other Administrative Departments.  SERC is not budgeting any 

increase in Administrative Services FTEs over the 2008 Budget. 

SERC’s target working capital reserve at December 31, 2009 is $1,009,555 (10% of 

budgeted annual statutory expenses), which necessitates an additional assessment amount for 

2009 of $210,453.  SERC plans no non-statutory activities in 2009 and therefore has no 2009 

Budget for non-statutory activities. 
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6. SPP 

SPP has budgeted total statutory expenses of $6,481,036 for 2009, an increase of 

$1,871,952 over its 2008 Budget.  SPP plans total staffing for statutory and administrative 

programs of 17.2 FTEs, an increase of 4.8 FTEs over its 2008 Budget and 3.3 FTEs over its 2008 

Projection.  SPP is budgeting increased resources for its CMEP and Organization Registration 

and Certification Program for 2009, with a plan to increase FTEs in this program by 2.5 over the 

2008 Budget and a budgeted total expense increase of $891,114 for this program over its 2008 

Budget.  Budgeted personnel expense for this program is $416,769 higher than the 2008 Budget.  

SPP is also budgeting an increase of $338,406 in total expenses for the Reliability Assessment 

and Performance Analysis Program over the 2008 Budget, which incorporates increases of 

$108,227 in personnel expenses (increase of 1 FTE) and $56,000 in consultants expense.  

Finally, SPP is budgeting an increase of $221,303 in total expenses for the Situational Awareness 

and Infrastructure Security Program over the 2008 Budget; SPP had no FTEs assigned to this 

program in the 2008 Budget. 

With respect to Administrative Services, SPP is budgeting an increase in General and 

Administrative expenses of $624,991, and a decrease in Members’ Forums and Technical 

Committees expense of $130,000, from its 2008 Budget.  SPP’s budget for statutory activities 

includes the allocation of overheads from Southwest Power Pool, Inc.; the allocation of 

overheads to the SPP Regional Entity is determined by applying a standard hourly cost rate to the 

number of SPP FTEs directly performing statutory activities.57  This cost allocation procedure is 

                                                
57 See pages 6 and 74 of Attachment 8.  For the SPP 2009 Budget, the standard rate used is $101 
per hour based on 1,880 annual hours of resource availability.  This rate could be changed in 
future years. 
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provided for in §5 of Exhibit E to the delegation agreement between NERC and SPP that is 

presently before FERC for approval in Docket RR07-6-004: 

[A]n allocation of SPP overhead costs to statutory activities is calculated and the 
allocated overhead costs are recorded on the NERC Statement of Activities.  
These overhead costs are shared throughout the SPP organization and include 
costs for payroll and accounts payable processing, human resources and benefits 
management, accounting, information technology, executive leadership, 
corporate affairs and communications, office costs and other support services and 
expenditures.  This allocation is calculated using a standard hourly rate 
multiplied by the number of SPP staff hours spent directly performing SPP’s 
statutory activities.  The hourly rate for allocated overhead costs is developed 
using SPP’s current year operating budget, by separating SPP’s shared services 
support costs which support all of SPP’s functions (i.e., the costs for the activities 
identified in the second sentence of this paragraph) from SPP’s operational 
resource pool.  The total shared services support costs are then divided by 
estimated total annual available work hours for SPP’s operational resource pool.  
The average annual employee utilization rate assumes each employee works an 
eight-hour work day with adjustments to reflect SPP’s employment policies 
related to vacation allotment, SPP holidays and other non-productive leave. 
 
As noted earlier, SPP has determined its does not need to establish a working capital 

reserve, because it has access to operating cash balances and bank lines of credit for short-term 

funding needs.  However, as stated in Table 5 on page 61 of Attachment 8, SPP has included 

$642,791 in its proposed 2009 statutory funding requirement to recover its 2007 and projected 

2008 under-funding of statutory activities ($438,754 and $204,037, respectively).  As also noted 

earlier, SPP is unable to provide a 2009 Budget for non-statutory activities because its overall 

annual budget for 2009 will not be approved, in accordance with SPP’s normal planning and 

budgeting cycle, until October 2008.  SPP has included its 2008 Budget for non-statutory 

activities in its Business Plan and Budget, for information.58 

                                                
58 See pages 70-73 of Attachment 8. 
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7. Texas RE 

Texas RE has budgeted total statutory expenses of $6,167,024 for 2009, an increase of 

$2,870,958 over its 2008 Budget.  Texas RE plans total staffing for statutory and administrative 

programs of 26.95 FTEs, an increase of 7.62 FTEs over its 2008 Budget and 6.2 FTEs over its 

2008 Projection.  Texas RE is budgeting increased resources for its CMEP and Organization 

Registration and Certification Program for 2009, with a plan to increase FTEs in this program by 

7.75 over the 2008 Budget and a budgeted total expense increase of $2,724,455 for this program 

over its 2008 Budget.  Budgeted personnel expense for this program is $783,120 higher than the 

2008 Budget.  Texas RE is also budgeting an increase of $345,951 in total expenses for the 

Situational Awareness and Infrastructure Security Program over the 2008 Budget, which 

incorporates an increase of approximately $115,335 in personnel expenses (increase of 1.1 FTEs) 

for this program.   

With respect to Administrative Services, Texas RE is budgeting an increase in General 

and Administrative expenses (excluding provision for working capital reserve) of $862,216 over 

its 2008 Budget.  The principal components of this increase are personnel expenses ($337,887; 

Texas RE is increasing FTEs in Administrative Services by 2.3 FTEs over the 2008 Budget), 

contracts expense ($191,654), office rent ($437,550), and computer purchases and maintenance 

($77,400), partially offset by a decrease in budgeted professional services expense of $130,000.  

Texas RE is expecting increased office rent in 2009.  In addition, Texas RE has budgeted in 

Administrative Services for a number of systems-related projects that will benefit all of Texas 

RE’s statutory programs and administrative departments.59 

                                                
59 Texas RE receives facilities, treasury, finance, human resources, legal and IT support from 
ERCOT, pursuant to a memorandum of understanding between Texas RE and ERCOT that sets 
forth the details of the support and services provided by ERCOT and the associated expenses.  A 
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Texas RE’s target working capital reserve at December 31, 2009 is $855,000, 

representing approximately 60 days of operating expenses, which is a commonly used measure 

in the financial community for appropriate cash reserves.  However, Texas RE’s projected 

statutory working capital reserve at December 31, 2008 ($2,666,323) substantially exceeds this 

target, enabling a reduction in the 2009 assessment amount.  Although Texas RE’s budgeted 

statutory expenses for 2009 are $6,167,024 ($5,312,024 excluding the target working capital 

reserve amount), its requested statutory assessment amount for 2009 is only $3,430,700.  Texas 

RE’s total non-statutory budget for 2009 is $871,997. 

8. WECC 

WECC has budgeted total statutory expenses of $38,691,767 for 2009, an increase of 

$6,019,893 over its 2008 Budget.  WECC plans total staffing for statutory and administrative 

programs of 140 FTEs, an increase of 28 FTEs over its 2008 Budget.  WECC is budgeting 

significantly increased resources for its CMEP and Organization Registration and Certification 

Program for 2009, with a plan to increase FTEs in this program by 10 over the 2008 Budget and 

a budgeted total expense increase of $4,405,842 for this program over its 2008 Budget.  

Budgeted personnel expense, meetings, travel and conference call expenses, consultant expense 

and office costs for this program are, respectively, $871,998, $666,640, $929,500 and $150,468  

higher than the 2008 Budget.  These increased budgeted expenses for the CMEP and 

Organization Registration and Certification Program are partially offset by lower budgeted 

expenses totaling $1,021,419 for contracts, office rent, professional services and computer 

purchases and maintenance.  WECC is also budgeting increases in total expenses for the 

Training, Education and Operation Certification Program, the Reliability Assessment and 
                                                                                                                                                       
copy of the memorandum is included at the end of Texas RE’s Business Plan and Budget, 
Attachment 9. 
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Performance Analysis Program and the Situational Awareness and Infrastructure Security 

Program of $427,806, $569,426, and $468,556, respectively, over the 2008 Budget.  The 

increased total expense budgeted for the Situational Awareness and Infrastructure Security 

Program is attributable to an increase in budgeted indirect expenses of $4,332,719, which in turn 

is due primarily to the 2009 debt service and repayment cost of $3,256,063 relating to the $6 

million line of credit WECC obtained in 2008 to fund accelerated completion of the WECC 

Reliability Coordination Strategic Initiative including the completion and operation of the two 

new WECC-owned Reliability Coordination Centers in Vancouver, Washington and Fort 

Collins, Colorado. 

WECC’s total 2009 budgeted expense for Administrative Services is $7,868,381 higher 

than the 2008 Budget, excluding a $1,000,000 provision for working capital reserve.60  In light of 

other factors driving increases in its 2009 assessments (including the incremental assessment 

amount of $3,256,063 for debt service and repayment of the $6 million line of credit), WECC 

determined to request an additional assessment amount of only $1,000,000 towards establishing 

a reasonable statutory working capital reserve, even though a much higher amount could be 

justified based on a target working capital reserve equal to three months of cash expenses.  As a 

result, WECC projects it will have a statutory working capital reserve of approximately $124,000 

at December 31, 2009.  WECC’s total non-statutory budget for 2009 is $798,197.  

C. Metrics Related to Regional Entity Budgets 

  NERC’s 2008 Business Plan and Budget filing included an attachment (Attachment 7) 

setting forth a series of metrics developed by NERC and the Regional Entities to be used as a 

further aid to understanding where and why differences exist among the Regional Entities’ 

                                                
60 See the table on page 41 of Attachment 10. 
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activities and budgets.  The metrics provided, by Regional Entity, detailed information about 

how the Regional Entity is organized, how it does its business, and the relative sizes of the 

organizations and the amount of work they have to do.  The metrics took the form of a series of 

responses to a number of specific questions, first with respect to the general structure and 

makeup of each Regional Entity, followed by responses for each program area in its Business 

Plan.  NERC indicated that it would continue to present these metrics in future years’ annual 

business plan and budget filings.   

Attachment 14 (comparable to Attachment 7 in the 2008 Business Plan and Budget 

filing) provides the metrics for the Regional Entities based on their current operations and their 

2009 Business Plans and Budgets.  Information on shared employees is provided in items 3 and 

4 under “Organization-Wide” (pages 2-3) in Attachment 14.  Information on planned 

compliance audits, by type (e.g., on-site and off-site), as well as other compliance activities such 

as self-certifications and spot checks, for each Regional Entity for 2009, is provided in item 4 

under “Compliance Enforcement and Organization Registration” on pages 10-11 in Attachment 

14.  (A number of the Regional Entities also provided some or all of this information in the 

CMEP section of their Business Plans.)  The total number of Registered Entities within each 

Region is provided in item 4 of “Organization-Wide” on pages 2-3, and in item 2 under 

“Compliance Enforcement and Organization Registration” on page 9, in Attachment 14.61  

(Again, a number of the Regional Entities provided this information within their Business Plans.) 

 NERC has prepared, as Attachment 15, an additional set of metrics comparing and 

analyzing certain components of the NERC and Regional Entity 2009 Business Plans and 

                                                
61 In addition, item 3 under “Compliance Enforcement and Organization Registration” on page 9 
of Attachment 14 provides information on the number of functions per registered entity for each 
Regional Entity.  
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Budgets.  Specifically, Attachment 15 shows, for NERC’s and each Regional Entity’s proposed 

2009 Budget (i) total indirect expenses as a percentage of total statutory budgeted expenses 

(page 1 of Attachment 1562); (ii) direct program costs per FTE (page 2 of Attachment 15); and 

(iii) Compliance Monitoring and Enforcement and Organization Registration and Certification 

Program costs per registered entity (page 3 of Attachment 15).  Following the three pages of 

tables, Attachment 15 contains text describing the manner in which these calculations were 

performed, and providing observations on the resulting metrics.63  NERC and the Regional 

Entities intend to use analyses such as Attachment 15 as tools as they continue to work to 

eliminate inconsistencies in the allocation and recording of costs, and to eliminate variances in 

costs and costs-per-measure, among NERC and the Regional Entities, for future years’ budget 

submissions. 

VI. EXPANDED POLICY ON ALLOCATION OF CERTAIN COMPLIANCE AND 
ENFORCEMENT COSTS AMONG THE UNITED STATES, CANADIAN 
PROVINCES AND MEXICO 

In its 2008 Business Plan and Budget filing, in response to issues regarding cost 

allocation that were raised by certain Canadian entities during the preparation of the 2007 

budget, NERC provided a policy statement on the allocation of certain compliance and 

enforcement costs that had been adopted by the Finance and Audit Committee of the NERC 

                                                
62 Page 1 of Attachment 15 also shows the budgeted indirect FTEs and the budgeted total FTEs, 
and the indirect FTEs as a percentage of total FTEs, in the 2009 Business Plans and Budgets of 
NERC and each Regional Entity; and lists whether and to what extent various categories of costs 
are included by NERC and each Regional Entity in their respective budgeted indirect expenses 
for 2009. 
 
63 The Finance and Audit Committee of the NERC Board held a special meeting on August 18, 
2008 to discuss the Regional Entity metrics.  Attachment 15 is the result, in part, of directions 
given by the Finance and Audit Committee at that meeting. 
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Board of Trustees.64  The policy statement applied to entities outside the United States that are 

carrying out an active compliance monitoring and enforcement program and thereby incur costs 

that would otherwise be incurred by NERC or a Regional Entity.  The policy statement described 

five conditions that must be met: 

1. The special allocation adjustment will be available only for jurisdictions outside 
the United States, consistent with applicable agreements or memoranda of 
understanding with provincial regulatory and/or governmental authorities. 

2. The special allocation adjustment will be available only for activities associated 
with a Compliance Monitoring and Enforcement Program. Other program areas 
will be subject to NERC’s normal allocation policies.  

3.  The special allocation adjustment will be available only where the provincial 
government, by statute or regulation, has designated an entity other than a 
Regional Entity to have primary responsibility for reliability services such as 
compliance monitoring and enforcement and where NERC and the designated 
entity have entered into an agreement or memorandum of understanding 
recognizing the respective responsibilities of the various organizations.  

4.  The designated entity must actually be conducting an effective compliance 
monitoring and enforcement program.  

5.  The special allocation adjustment will be applied to the costs of the Regional 
Entity, and where appropriate, costs of NERC.  

 As reported in the 2008 Business Plan and Budget filing, based on the cost allocation 

policy statement, (i) NERC and NPCC negotiated an arrangement with the IESO that recognized 

the IESO performs compliance monitoring and enforcement activities with respect to reliability 

standards pursuant to legislation and regulations adopted within Ontario designating the IESO as 

principally responsible for compliance monitoring, and (ii) NERC and the Ontario Energy Board 

executed a memorandum of understanding recognizing the IESO’s role.65   NERC stated that 

because the IESO is performing that activity, it is incurring costs that would otherwise be 

incurred by NERC and NPCC.  The effect of the arrangement described in the 2008 Business 

                                                
64 See the 2008 Business Plan and Budget filing at 43-44 and Attachment 5.  

65 Id. at 44. 
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Plan and Budget filing excluded certain NERC and NPCC costs in calculating the NERC and 

NPCC assessment that the IESO would be asked to pay in 2008; the excluded amounts were 

allocated to all other entities under the general allocation methodology used in developing the 

assessments.66  The details of the adjustments for NERC and NPCC, and the effects of the 

adjustment on the allocations to other entities, were shown elsewhere in the 2008 Business Plan 

and Budget filing.67  Additionally, NERC reported that during preparation of the 2008 Business 

Plan and Budget, TransEnérgie had also raised certain cost allocations questions regarding both 

the NERC and NPCC assessments, but that TransEnérgie had informed NERC and NPCC that it 

would not contest the 2008 allocations for NERC or NPCC so long as NERC and NPCC 

continued to work on those issues for the 2009 budget, and that NERC and NPCC had 

committed to do so.68 

 As a resulted of these further negotiations, NERC has developed and adopted an 

Expanded Policy on Allocation of Certain Compliance and Enforcement Costs (“Expanded 

Policy”) that it believes will be acceptable to TransEnérgie, the Régie and other governmental 

authorities in Québec (as well as to NPCC and the IESO).  The Expanded Policy, which was 

adopted by the NERC Board of Trustees on July 30, 2008, is provided in Attachment 16.  To 

address the situation with Québec, the policy was revised in two respects, and the significant 

changes are quoted below:   

 Being respectful of jurisdictional responsibilities, and consistent with executed 
agreements or memoranda of understanding between provincial and/or regulatory 
governmental authorities, NERC also considers incorporation of alternatives to 

                                                
66 Id.  

67 Id.; see also Attachment 5, and Appendices C-3 and C-4 of Attachment 2, to the 2008 
Business Plan and Budget filing.  

68 Id. at 44-45.  
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the NEL based on allocation methodology for Province-specific costs associated 
with certain implementation aspects of the Compliance Monitoring and 
Enforcement Program within Canada, which can be apportioned based on the 
number and complexity of compliance audits conducted in a particular Province. 

 In addition, in the Province of Québec, where the Régie de l’énergie may enter 
into an agreement with a body to monitor compliance with reliability standards 
and provide enforcement recommendations, where all these criteria are satisfied, 
NERC, the appropriate regional entity, and the designated entity will develop a 
special allocation adjustment that takes account of all the facts and circumstances 
of the particular situation and is equitable to both the designated entity as well as 
all other entities.  The special allocation adjustment is subject to approval of the 
NERC Board of Trustees. 

 The Expanded Policy has been used in this filing to allocate the NERC and NPCC 2009 

assessments for certain costs of their CMEP among the IESO, Québec and the remaining 

Balancing Authority Areas within NPCC.  As a result of implementation of the Expanded Policy, 

certain NERC and NPCC CMEP and Organization Registration and Certification program costs 

have been excluded in calculating the NERC and NPCC assessment that the IESO will be asked 

to pay in 2009; the excluded amounts are allocated to all other entities under the general 

allocation methodology used in developing the assessments.  In addition, NERC and NPCC 

expect shortly to sign an agreement with the Québec Régie under which the Régie will pay 

NERC and NPCC for providing certain compliance monitoring and enforcement services to the 

Régie for the Province of Québec.  The amount NPCC will charge the Régie for compliance 

monitoring and enforcement services in 2009 takes account of the relatively smaller number of 

audits that would be necessary in Québec, and was calculated as follows: 45% of NPCC’s CMEP 

budget was allocated to Québec on the basis of a per audit cost, and 55% was allocated to 

Québec on the basis of NEL.  NERC’s allocation to Québec also took account of the relatively 

low number of audits and other CMEP activities that would be necessary in Québec, and was 

calculated by excluding the costs of nine of the 18 compliance auditors in the NERC CMEP and 

associated indirect expenses, and then allocating the remaining portion of NERC’s CMEP budget 
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on the basis of NEL.  As is the case with Ontario, the excluded amounts are allocated to all other 

entities under the general allocation methodology used in developing the assessments.69 

 Attachment 16 contains, in addition to the Expanded Policy, (i) a one-page narrative 

explaining the proposed adjustment to the IESO 2009 NERC assessment, (ii) the calculation of 

the proposed adjustment to the IESO 2009 NERC assessment, (iii) a letter from the IESO 

accepting the 2009 adjustment, (iv) a one-page narrative explaining the proposed adjustment to 

the Québec 2009 NERC assessment, (ii) the calculation of the proposed adjustment to the 

Québec 2009 NERC assessment.  The proposed adjustment to the Québec NERC 2009 

assessment is subject to the final approval of the Régie and other governmental entities in 

Québec, which had not been obtained as of the date of this filing.  NERC will make a 

supplemental filing in this docket to advise FERC when the necessary governmental approvals in 

Québec have been obtained.  

 The effect of these adjustments on the NERC assessment is shown in Appendix C-3 in 

Section C of Attachment 2.  The effect of these adjustments on the NPCC assessment is shown 

in Appendix C-4 of Attachment 2.70  Specifically, $228,579 of NERC’s compliance program 

costs and $410,332 of NPCC’s compliance program costs are excluded from IESO’s assessment, 

and $143,420 of NERC’s compliance program costs and $455,035 of NPCC’s compliance 

program costs are excluded from the calculation of the assessment to the Balancing Authority 

Area for Québec.  The adjustments to the NPCC allocations for IESO and Québec are based on 
                                                
69 Both the IESO and TransEnérgie will pay the 2009 assessment for all NERC and NPCC 
programs other than the CMEP and Organization Registration and Certification Program based 
upon the general NEL-based allocation formulas.  

70 The allocation of NPCC’s statutory funding requirement to the Balancing Authority Areas 
within NPCC, including the effect of the adjustments to the costs allocated to the IESO and to 
Québec, is also shown in Table 6 on page 63 of the NPCC Business Plan and Budget 
(Attachment 5). 
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an alternate allocation that appropriately charges the Québec province based upon an approved 

audit-based allocation methodology.  The excluded costs are allocated to the remaining entities 

using the general allocation methodologies for NERC and using the audit-based allocation 

methodology for NPCC.71 

NERC and the Regional Entities have proposed amendments to the pertinent provisions of their 

delegation agreements to provide that where a Regional Entity seeks to adopt a cost allocation 

formula other than NEL, it shall submit the proposed formula to NERC in sufficient time that 

NERC may review and approve the revised formula and file for approval by May 15, with the 

revised cost allocation formula to be effective for the following budget year.  

 The Expanded Policy, and its implementation to allocate assessments beginning with the 

2009 budget, are acceptable to NERC and NPCC and to the most directly impacted entities 

responsible for assessments in Ontario and Québec.  Approval of the Expanded Policy will 

finally resolve a long-standing concern of the IESO and TransEnérgie concerning the allocation 

to Canadian entities of assessments to recover U.S.-related compliance monitoring and 

enforcement costs and other  U.S. statutory program costs. 

VII. ADDITIONAL RECONCILIATIONS OF 2007 BUDGETED VERSUS ACTUAL 
EXPENSES BASED ON AUDITED FINANCIAL STATEMENTS REQUIRED BY 
FERC 

 In the 2008 Budget Order, FERC directed NERC to prepare and file, by April 1 of the 

following year, a reconciliation of each year’s annual approved NERC and Regional Entity 

budgets against actual expenditures, beginning with a reconciliation for 2007.72  NERC provided 

                                                
71 That is, the NERC costs are allocated among all remaining entities, and the NPCC costs are 
allocated among the remaining Balancing Area Authority Areas within NPCC based on an audit-
based allocation methodology. 

72 2008 Budget Order at P 23 and ordering paragraph (G).  
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these reconciliations for 2007 in the April 1 2008 Budget Compliance Filing to FERC, but noted 

that because, pursuant to the approved delegation agreements, the Regional Entities are not 

required to provide their audited financial statements for a calendar year to NERC until 150 days 

following the end of that year, the reconciliations presented in the April 1 Budget Compliance 

Filing were based on unaudited financial statements for all but one of the Regional Entities.73  In 

the June 19 2008 Budget Compliance Order, FERC directed that NERC’s 2009 Business Plan 

and Budget Filing include an additional reconciliation(s), if necessary, showing any changes 

from the 2007 budget versus actual reconciliations provided in the April 1 2008 Budget 

Compliance Filing based on the audited financial statements for 2007.74 

 The audited financial statements of NERC and the Regional Entities for 2007 did in fact 

result in some changes to the unaudited financial statements used to prepare the reconciliations 

provided in the April 1 2008 Budget Compliance Filing.  Accordingly, NERC has prepared the 

additional reconciliations of budgeted to actual costs for NERC and the Regional Entities for 

2007 as required by P 40 of the FERC June 19 2008 Budget Compliance Order.  These 

additional reconciliations are provided in Attachment 17.75  For NERC and each Regional 

Entity, Attachment 17 shows the 2007 actual funding and expenses per the April 1 2008 Budget 

Compliance Filing; 2007 actual funding and expenses per the entity’s 2007 Audit; the variance 

(if any) between the actual 2007 funding and expenses provided in the April 1 2008 Budget 

                                                
73Additional Compliance Filings of the North American Electric Reliability Corporation in 
Response to October 18, 2007 Order filed April 1, 2008 in Docket No. RR07-16-003 (“April 1 
2008 Budget Compliance Filing”), at 17.  

  

75 The reconciliation presented for FRCC in the April 1 2008 Budget Compliance Filing was 
based on FRCC’s audited financial statements for 2007; therefore, no additional reconciliation 
for FRCC has been provided in Attachment 17. 
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Compliance Filing and in the 2007 Audit; and an explanation of the cause of the variance (if 

any).  For each entity, this information is provided for statutory funding and expenses and, if 

applicable, for non-statutory funding and expenses and in total.  

 Additionally, §1105.1 of the NERC Rules of Procedure specifies that the annual Business 

Plan and Budget filing must include the previous year’s audited financial statements for NERC 

and the Regional Entities.  Therefore, the audited 2007 financial statements for NERC and the 

Regional Entities, including the opinion of the entity’s independent auditor (or, in the case of 

Texas RE, the auditor’s statement of agreed procedures), are provided in Attachment 18.76  

VIII. ADOPTION OF REVISED NERC RECORDS RETENTION POLICY BY MRO 
AND NPCC 

  MRO and NPCC have now completed the revision and adoption of their records 

retention policies to conform to NERC’s revised records retention policy .  MRO’s revised 

records retention policy is provided in Attachment 19.  NPCC’s revised records retention policy 

is provided in Attachment 20.  Both the MRO records retention policy and the NPCC records 

retention policy conform to the NERC records retention policy (in fact, for some categories of 

documents, the MRO policy provides for a longer retention period than does the NERC policy.) 

 

                                                
76 In Attachment 18, NERC’s 2007 audited financial statements are presented first, followed by 
the 2007 audited financial statements of the Regional Entities, in alphabetical order.  The audited 
financial statements provided for SPP are the audited financial statements for Southwest Power 
Pool, Inc., since the SPP Regional Entity is not a separate corporate entity. 
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        Respectfully submitted, 

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

/s/ Rebecca J. Michael___________ 
Rebecca J. Michael, Assistant General Counsel 
North American Electric Reliability      

Corporation 
1120 G Street, N.W., Suite 990 
Washington, D.C. 20005-3801 
(202) 393-3998 
(202) 393-3955 – facsimile 
Rebecca.michael@nerc.net 
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Attachment 1 
 
 
NERC’s proposed budget and funding requirement by program 
 

NERC Program Budget for 
Statutory Functions 

2008 

Budget for 
Statutory Functions 

2009 
 

Reliability Standards 
 

$  4,990,523 
 

$ 5,665,032 
 

Compliance Enforcement and 
Organization Registration and 

Certification 
 

$ 7,914,174 
 

$ 12,290,829 
 

Reliability Readiness 
Evaluation and Improvement 

 
$ 3,355,606 

 
$ 485,429 

 
Training, Education and 
Operator Certification 

 
$  2,149,068 

 
$ 2,593,173 

 
Reliability Assessment and 

Performance Analysis 
 

$ 4,254,186 
 

$ 6,519,959 
 

Situational Awareness and 
Infrastructure Security 

 
$  3,868,438 

 
$ 6,893,198 

 
Total Budget 

 
 

$ 26,531,995 
 

$ 34,447,6201 
 

Less: Non-Assessment 
Revenues 

 
$ 1,593,000 

 
$ 2,522,572 

 
Plus: Provision for Reserves 

 
$   755,036 

 
[See footnote 1] 

 
Total Funding Requirement 

 
 

$ 25,694,031 
 

$ 31,925,048 
 

Allocation of Funding to 
Canadian Entities 

 
 

$ 2,852,512 
 

$ 3,188,927 
 

 
Administrative Services 

(allocated to program areas) 
 

$9,359,657 
 

$13,305,335 

                                                   
1 Includes provision for working capital reserve of $1,129,352, which has been allocated to the 
statutory programs and included in the budgeted statutory program costs listed above. 
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Proposed budget for statutory activities of each regional entity 
 
Regional 

Entity 
Budget for 
Statutory 
Functions 

2008 

 
Allocation to 

Canada 
2008 

Budget for 
Statutory 
Functions 

2009 

 
Allocation to 

Canada 
2009 

 
FRCC 

 
$  3,989,948 

 
$  - 0 - 

 
$ 3,977,868 

 
$  - 0 - 

 
MRO 

 
$  5,331,487 

 
$ 853,895 

 
$ 6,405,724  

 
$  984,638  

 
NPCC 

 
$  7,648,718 

 
$  4,020,380 

 
$10,008,885   

 
$ 4,680,083  

 
RFC 

 
$  9,664,256 

 
$  - 0 - 

 
$11,434,201   

 
$- 0 -   

 
SERC 

 
$  7,991,021 

 
$  - 0 - 

 
$10,095,546   

 
$ - 0 -  

 
SPP 

 
$  4,609,083 

 
$  - 0 - $ 7,123,827 $ - 0 - 

 
TRE 

 
$  3,296,066 

 
$  - 0 - $ 6,167,024 $ - 0 - 

 
WECC2 

 
$ 32,671,874 

 
$ 4,584,299 $38,691,767 $5,134,215 

 
Total 

 
$ 75,202,453  

 
$ 9,458,574 $83,809,296 $10,798,936 

 
 
Funding requirement for Section 215(j) activities requested by WIRAB 
 

2008 Funding 
 
Regional 
Advisory 
Body 
Funding 

 
U.S. Funding 

 
Canadian 
Funding 

 
Mexico 
Funding 

 
Total 
Allocation 

WIRAB $    404,035 $     66,966 $      6,260 $  477,261 
 

2009 Funding 
 
Regional 
Advisory 
Body 
Funding 

 
U.S. Funding 

 
Canadian 
Funding 

 
Mexico 
Funding 

 
Total 
Allocation 

WIRAB $   321,336 $    52,365 $     4,571 $   378,272 
 
 
 
 
                                                   
2 2008 amounts for WECC in this Attachment 1 are based on the amended and corrected WECC 
2008 Budget approved byFERC on April 17, 2008 (123 FERC ¶ 61,031). 
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Aggregate Canadian ERO funding requirement of NERC, the regional entities and 
WIRAB for which approval is requested 

 
2008 Funding 

 
Regional 
Entity 

 
NERC 
Funding 

Regional 
Entity 
Funding 

 
WIRAB 
Funding 

 
Total 
Allocation 

Allocation 
per kWh 
(2006 NEL) 

FRCC $   – 0 - $  – 0 - -- $ – 0 -  $– 0 -  
MRO $    277,729  $  853,894 -- $  1,131,623  $0.000026  
NPCC $  1,921,917 $  4,020,380 -- $  5,942,297   $0.000016  
RFC $  – 0 - $  – 0 - -- $– 0 -  $– 0 - 
SERC $  – 0 - $  – 0 - -- $– 0 -  $– 0 -  
SPP $  – 0 -  $ – 0 - -- $  – 0 -  $– 0 - 
TRE $ – 0 - $  – 0 - -- $  – 0 - $– 0 - 
WECC $  652,866 $4,584,299 $   66,966 $5,304,131 $0.000044 
Total $2,852,512 $9,458,574 $   66,966 $12,378,052 $0.000024  
 
 
 

2009 Funding 
 
Regional 
Entity 

 
NERC 
Funding 

Regional 
Entity 
Funding 

 
WIRAB 
Funding 

 
Total 
Allocation 

Allocation 
per kWh 
(2007 NEL) 

FRCC $ – 0 - $ – 0 - -- $ – 0 - $– 0 - 
MRO $  326,308 $ 984,638 -- $ 1,310,946 $0.0000312 
NPCC $ 2,086,979 $ 4,680,083 -- $ 6,767,062 $0.0000182 
RFC $ – 0 - $ – 0 - -- $ – 0 - $– 0 - 
SERC $ – 0 - $ – 0 - -- $– 0 - $– 0 - 
SPP $ – 0 - $ – 0 - -- $ – 0 - $– 0 - 
TRE $– 0 - $– 0 - -- $– 0 - $– 0 - 
WECC $ 775,640 $ 5,134,215 $  52,365 $ 5,962,220 $0.0000495 
Total $3,188,927 $ 10,798,936 $  52,365 $14,040,228 $0.0000263 
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IInnttrroodduuccttiioonn

Total NERC Resources 
(in whole dollars) 

                                                  2009 Budget            U.S.                   Canada                 Mexico
Statutory FTEs 100.5 
Statutory Expenses $34,447,620 
ERO Funding Assessments $31,925,048 $ 28,668,409 $ 3,188,927 $ 67,713 
NEL 4,575,312,681 4,031,511,081 533,292,179 10,509,421 
NEL % 100.0% 88.114% 11.656% 0.230% 

The North American Electric Reliability Corporation (NERC) is a not-for-profit membership 
corporation organized under the New Jersey Nonprofit Corporation Act with a mission to ensure 
the reliability of the bulk power system in North America.  Membership in NERC is open to any 
person or entity that has an interest in the reliable operation of the North American bulk power 
system. 

NERC has been certified as the Electric Reliability Organization (ERO) within the United States.
The ERO is defined in Section 215(a)(2) of the Federal Power Act (FPA) as the self-regulatory 
organization certified by the Federal Energy Regulatory Commission (FERC) under Section 
215(c) of the Federal Power Act to establish and enforce reliability standards for the bulk power 
system, subject to review by FERC.  NERC presently has memorandums of understanding in 
place with Ontario, Nova Scotia, Québec, and the Canadian National Energy Board.  NERC also 
has an agreement with Manitoba Hydro, making reliability standards mandatory as to that entity.  
In addition, NERC has been designated as the “electric reliability organization” under Alberta’s 
Transportation Regulation.  NERC standards are mandatory and enforceable in Ontario and New 
Brunswick as a matter of provincial law.  NERC is working with the other governmental 
authorities in Canada to achieve equivalent recognition. 

In the 2008 business plan, NERC extended the operation of the ERO into its first full year.  The 
primary focus was to achieve excellence in operations at a record-setting pace while assuring the 
building blocks are in place to improve the reliability of the bulk power system in North America 
in both the short and long term.  A new strategic plan was developed for the years 2008–20131 as 
the fundamental platform upon which annual business plans would be built.  This business plan 
is the first one developed using the guidance and directions set forth in this new strategic plan. 

NERC’s principal activities in 2009 will continue to be the development, improvement, and 
adoption of reliability standards to ensure the reliable operation of the bulk power system of 
North America and the monitoring, evaluating, and enforcement (where authorized) of 
compliance with those reliability standards by owners, operators, and users of the bulk power 
system.  In addition, NERC’s activities will include conducting assessments of the reliability and 
adequacy of the North American bulk power system.  NERC will perform additional functions in 
support and furtherance of these responsibilities, such as training and certification of bulk power 
system operators, and maintaining situation awareness of events that threaten the reliability of 
the bulk power system.  All of these activities serve the broad public purpose of helping to 
improve reliability. 

1 ftp://ftp.nerc.com/pub/sys/all_updl/docs/pubs/Strategic-PlanWebsite.pdf

ftp://ftp.nerc.com/pub/sys/all_updl/docs/pubs/Strategic-PlanWebsite.pdf
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Strategic Plan 2008�2013 
During 2007, the NERC Board of Trustees developed a strategic plan to provide direction for the 
corporation’s activities in 2008 and beyond.  This plan has two key components: (1) it reaffirmed 
the corporate mission, vision, and value statements that have been embodied in prior strategic 
plans2, and (2) it stated strategic directional statements for the company.  The five strategic 
direction statements cover the following topics: 

Business Model 

International Relationships 

Operations

Assessments 

Tools and Technology 

Each of the elements in this business plan supports at least one of these strategic topics. 

Delegated Authority and the Regional Entities 
As part of its responsibilities, NERC delegates its authority to Regional Entities to perform 
certain functions through delegation agreements.  This is consistent with the business model 
described in the strategic plan and the Energy Policy Act of 2005.  On March 21, 2008, FERC 
approved revised delegation agreements between NERC and eight regional entities (Florida 
Reliability Coordinating Council, Midwest Reliability Organization, Northeast Power 
Coordinating Council, Inc., ReliabilityFirst Corporation, SERC Reliability Corporation, 
Southwest Power Pool, Inc., Texas Regional Entity, and the Western Electricity Coordinating 
Council).  These delegation agreements describe the enforcement authority delegated to the 
Regional Entities in the United States.  NERC expects Regional Entities with cross-border 
responsibilities to perform equivalent functions in those jurisdictions.  The funding for Regional 
Entities is approved separately with each Regional Entity submitting its own business plan and 
budget for consideration by NERC and the regulatory authorities.  The Regional Entity business 
plans and budgets may be found on the following Web site: 
http://www.nerc.com/~filez/regional_entity_business_plan_2009.html, and have been filed with 
FERC for approval. 

A senior NERC staff member has been assigned the responsibility to work with Regional Entity 
and NERC staff to ensure the successful implementation and execution of all aspects of the 
Regional Delegation Agreements in support of NERC’s overall mission.  These responsibilities 
include: 

Ensure that Regional considerations and implementation perspectives are included in all 
decision making, especially during the transition to a fully-functioning ERO; build 
consensus among Regional and NERC staff. 

Leverage Regional Entity staff for recommendations on key matters related to NERC 
programs. 

2 NERC Strategic Plan — 2003–2006, approved by the Board of Trustees on June 10, 2003 and the updated version 
NERC Strategic Plan — 2005–2008, approved by the Board of Trustees on October 15, 2004.   

http://www.nerc.com/~filez/regional_entity_business_plan_2009.html
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Foster an open, transparent, and inclusive environment and constructive communications 
between and among Regional Entity and NERC staffs with the understanding that 
Regional Entities and NERC are mutually invested in our own successes. 

Act as a liaison between the Regional Entity and NERC staffs to help improve the 
working relationship, processes and procedures, and resolve differences through a 
mutually understood conflict resolution process. 

Serve as a clearinghouse for specific NERC-Regional Entity coordination issues that 
need corrective actions and organize processes for doing so; ensure that processes for 
making policy calls by NERC are well defined and incorporate Regional input and 
feedback; facilitate policy decisions on a consistent basis; and maintain flexibility to 
make mid-course corrections as necessary. 

Ensure that weekly coordination calls and meetings are used to proactively discuss issues 
and policy decisions which need attention before problems arise; facilitate priority issues 
and risks from the Regions. 

Work with the senior NERC team and the Regional Entity Management Group to 
promote consistency and uniformity across the Regional Entities and NERC. 

Be an advocate for positive change and creating value.

2008 Budget Versus 2008 Projection 
NERC has established a projection of 2008 funding and expenses to reflect actual 2007 operating 
experience, modifications to the 2008 budget, and conforming changes.  Total funding in 2008 is 
expected to exceed the budget by $1,445,037.  This increase is primarily due to $755,037 
included in ERO assessments to increase the working capital reserve to 10 percent of 
assessments, which was approved but not presented as a budgeted line item, and $610,000 of 
membership dues which are expected to be collected from the members of the Transmission 
Owners and Operators Forum (Forum) which was not budgeted because the agreement with the 
Forum was formalized after the 2008 budget was submitted.   

Total personnel expenses are projected to be $158,290 under budget as a result of one less full 
time employee (FTE) being hired and a delay in filling open FTE positions, offset by an increase 
in retirement costs to reflect a modification in the 401(k) plan which accelerates entry dates for 
certain employees.  Meeting expenses are projected to be $350,343 over budget as a result of 
increased travel expenses. Operating expenses are expected to exceed the budget by $441,513 
primarily due to higher frame relay contract costs and increased computer purchases and 
maintenance resulting from an expense category reclassification. 

Other non-operating expenses of $755,037 reflect the assessment required to increase the 
working capital reserve. 

The projected change in assets in 2008 is $56,432. 

2009 Budget Version 3.1 Versus Version 2.0 
Version 1.1 of the NERC 2009 Business Plan and Budget was posted for comment on April 22, 
2008 and a Budget Workshop was held May 7, 2008.  The due date for comments on the first 
draft was May 16, 2008.  Version 2.0 was posted on June 13, 2008 and comments were due on 
July 3, 2008.  Numerous comments were received regarding the increases in FTEs and total 
expenses when comparing the 2008 budget and 2008 projection to the 2009 budget. 
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Version 3.1 of the NERC 2009 Business Plan and Budget reflects the phasing out of the 
Reliability Readiness and Evaluation Program resulting in a reduction of 8.5 FTE positions.  The 
decision to phase out this program is explained more fully later.  In the Reliability Assessment 
and Performance Analysis Program one FTE was added to support Event Analysis and a .5 FTE 
administrative assistant was removed from the budget.  The net FTE reduction in Version 3.1 
versus Version 2.0 is eight.  The resultant reduction in personnel expenses totals $778,524. 

Meeting expenses were reduced by $73,164 in Version 3.1.  At $2,644,629 this continues to 
represent a relatively sizeable portion of the total budget.  In order to achieve this level of 
spending for meetings and travel, which represents a 20 percent increase over the 2008 budget 
and a 3 percent increase over the 2008 projection, NERC intends to require that preferred hotels 
with pre-negotiated rates be utilized for all meetings, more meetings be held in Princeton, and a 
greater percentage of meetings be conducted via conference calls, WebEx, or similar medium. 

Operating expenses were increased by $146,035 from Version 2.0 to Version 3.1 due to an 
increase in the expected cost of the NASPI project in 2009 by $153,000 offset by reduction in 
office costs of $6,965. 

The reduction in assessments from Version 2.0 to Version 3.1 totals $858,345. 

2009 Budget Version 3.1 
The NERC expense budget for 2009 totals $33,054,124, an increase of $6,522,130 (24.5 percent) 
over the 2008 budget and an increase of $5,888,563 (21.7 percent) over the current 2008 
projection.  Excluding $1,050,000 budgeted for the NERC and Regional Entity self-assessment, 
the 2009 expense budget is 20.6 percent greater than the 2008 budget and 17.8 percent greater 
than the 2008 projection.  The 2009 budget reflects total FTEs of 100.5.  This is flat to the 2008 
projection and one FTE less than the 2008 budget.  The Compliance Monitoring and 
Enforcement Program will add four FTEs, Reliability Assessment and Performance Analysis will 
add 2.5, and Situational Awareness and Legal and Regulatory will each add one.  8.5 FTEs will 
be removed due to the phasing out of the Reliability Readiness and Evaluation Program.  Total 
FTEs in 2009 of 100.5 in Version 3.1 of the budget is eight FTEs below Version 2.0 of the 
budget.  If opportunities arise to hire capable individuals with experience and background that 
will further NERC’s mission, NERC will maintain the flexibility to do so whether or not the 
specific position has been budgeted. 

Personnel expenses are expected to increase by $2,158,920 or 12.9 percent over the 2008 
projection to $18,915,565 reflecting salary increases, incremental retirement costs resulting from 
a plan change, and the addition and reduction of FTEs. 

Total meeting expenses are budgeted at $2,644,629, which is $88,086 (3.4 percent) greater than 
the 2008 projection, and $438,429 (19.9 percent) greater than the 2008 budget.  The 2008 
projection and 2009 budget reflect 2007 actual operating experience combined with ongoing 
efforts to reduce the number of face-to-face meetings, utilize preferred hotels with pre-negotiated 
rates, and hold more meetings in Princeton to contain employee travel costs. 

Total operating expenses are budgeted for 2009 at $11,493,930, which is $3,641,557 (46 percent) 
greater than the 2008 projection and $4,083,070 (55 percent) greater than the 2008 budget.
Included in the operating expense budget for 2009 is $1,453,000 for the North American 
SynchroPhasor Initiative (NASPI) project, $1,050,000 to complete a self-assessment of NERC 
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and the eight Regional Entities, $500,000 to implement a new Compliance Reporting Analysis 
and Tracking System (C-RATS), $250,000 to conduct Regional Entity Compliance Audits, and 
$125,000 to house an Electricity Sector Information Sharing and Analysis Center (ES-ISAC) 
operating during grid emergencies within NERC’s existing office space. 

Other non-operating expenses are budgeted at $1,393,496 for 2009.  Included in this line item is 
$264,144 representing uncollectable allocations from previous years.  The balance of $1,129,352 
represents the amount necessary to achieve a working capital reserve equal to $2,500,000 by year 
end 2009.  While developing the 2009 budget, NERC staff completed an analysis of working 
capital reserve amounts requested and approved in previous budgets.  In the past the budgeted 
reserve balances were established at an amount equal to 10 percent of total assessments.  The 
analysis compared previously budgeted reserves to actual and forecasted cash on hand during the 
course of the operating year.  In addition, actual and forecasted cash on hand was compared to 
expected reserve levels, assuming a continuation of the previously employed methodology.  It 
was concluded that a reserve equal to 10 percent of the budgeted 2009 assessments was not 
required.  In addition, based upon historic month-end cash balances, which are typically expected 
to reach a low point in December, staff concluded that a working capital reserve equal to 
$2,500,000 was sufficient.  This reserve amount, along with a bank revolving line of credit of 
$4,000,000 is expected to provide adequate working capital to support expected operating 
activities.  This reserve amount was recommended to and accepted by NERC’s Finance and 
Audit Committee. 

Detailed Business Plans and Budgets by Program 
Details of the planning, operation, review, adjustment, and budget for each program area are 
included in Section A.  The 2009 budget schedules are shown in Section B. 
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SSeeccttiioonn AA —— 22000099 BBuussiinneessss PPllaann

RReelliiaabbiilliittyy SSttaannddaarrddss PPrrooggrraamm

Reliability Standards Program Resources 
(in whole dollars) 

                                     2008 Budget                   2008 Projection                      2009 Budget
Total FTEs 15.0 14.0 14.0 
Total Direct 
Expenses

$3,118,592 $2,893,141 $3,041,445 

Total Indirect 
Expenses3 $1,871,931 $2,065,614 $2,623,587 

Total Expenses $4,990,523 $4,958,755 $5,665,032 

Background 
NERC will accept and evaluate proposals for, and will develop and approve, technically sound, 
fair, and balanced reliability standards designed to ensure the reliability of the bulk power system 
in North America.  NERC will submit such standards to FERC for adoption as mandatory for 
bulk power system owners, operators, and users in the United States, and to the applicable 
governmental authorities in Canada for similar status.  NERC has established, and will utilize, a 
reliability standards development process that has been accredited by the American National 
Standards Institute (ANSI) as meeting ANSI’s essential requirements for standards development: 
fair, balanced, open, inclusive, and conducted with due process.  Volunteer technical experts and 
stakeholders from the electric utility industry will develop the standards under the facilitation of 
NERC’s professional staff, including NERC’s standards development coordinators and process 
manager. 

The activities necessary to implement the reliability standards development process will be 
conducted, to the extent possible, by conference calls, use of e-mail, Web site postings, and other 
means of electronic communications.  In the event face-to-face meetings of participants are 
needed, those meetings will take place at NERC’s headquarters in Princeton, New Jersey, or at 
other locations in various cities within the United States and Canada, as selected from time to 
time for the convenience of the meeting attendees. 

Based on the allocation of professional and technical staff time to NERC programs and other 
resources that it expects to devote to the Reliability Standards Program, NERC estimates it will 
spend 16.5 percent of its resources on this activity. 

Standards Process 
NERC’s Reliability Standards Development Process is overseen by a Standards Committee 
whose purpose is to ensure that all stakeholder interests are fairly represented in the development 
of reliability standards, and that standards development teams have the technical resources and 
capabilities required to develop technically sound standards that will gain industry support.  The 
open, inclusive, balanced, and transparent process ensures the resulting standards are just, 

3 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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reasonable, and nondiscriminatory.  Participation by industry experts and compliance personnel 
ensures that the standards are technically sound, unambiguous, and measurable.  The Standards 
Committee is a broad-based, representative committee consisting of two representatives from 
each segment of the Registered Ballot Body (RBB).  Participation in the RBB, which consists of 
multiple, defined segments, is open to any person or entity with an interest in the reliability of 
the North American bulk power system. 

Reliability standards approved by the NERC Board of Trustees will be filed with FERC for its 
approval in accordance with Section 215(d) of the FPA and 18 C.F.R. § 39.5, and with the 
applicable governmental authorities in Canada.  Processing the standards project-related postings 
in accordance with the Reliability Standards Development Procedure remains a critical path to 
timely completion of new or revised standards.  The three-year standards work plan contemplates 
over 35 standards development projects from 2008 through 2010, a four-fold increase from 2006.  
In addition, NERC coordinates its reliability standards development activities with business 
practice standards developed by the North American Energy Standards Board (NAESB). 

FERC must find that a proposed reliability standard is just and reasonable, not unduly 
discriminatory or preferential, and in the public interest.  Once FERC approves a standard and 
the effective date is reached, compliance with the standard is legally binding on all applicable 
owners, operators, and users of the bulk power system in the United States.  NERC is working to 
gain recognition as the Electric Reliability Organization in the various jurisdictions in Canada 
and presently has memoranda of understanding in place with Ontario, Nova Scotia, Québec, and 
the Canadian National Energy Board.  NERC has also been recognized as the ERO by the 
Alberta Ministry of Energy.  NERC standards are mandatory and enforceable in Ontario and 
New Brunswick as a matter of provincial law.

Status of Mandatory Standards and the 2009 Work Plan 
Reliability standards are mandatory and enforceable in the Canadian provinces of Ontario and 
New Brunswick upon approval of the NERC Board of Trustees and after a brief public notice 
period and are mandatory and enforceable in the United States upon approval by FERC.
Legislation is in place to permit reliability standards to become mandatory and enforceable in the 
provinces of Alberta, British Columbia, Nova Scotia, and Québec.  NERC also has an agreement 
with Manitoba Hydro, making reliability standards mandatory as to that entity.  Reliability 
standards in the remaining jurisdictions are effective (but not mandatory and enforceable) 
through the membership of the reliability entities in the Regional Entity organizations.  The 
NERC website provides the most recent listing of continent-wide and regional reliability 
standards approved by the NERC Board of Trustees as well as an indication of whether each 
standard has been approved by relevant regulatory jurisdictions.  Where regulatory approval also 
directs modifications, those modifications are included in on-going standards development work 
along with projects from the reliability standards development plan.   

The continued focus of the standards development work plan in 2009 is to complete the work 
necessary to ensure all of NERC’s existing standards meet statutory and regulatory requirements 
as ERO standards.  The focus is to make identified improvements to the highest priority 
standards in accordance with the Reliability Standards Development Plan 2008–2010, and its 
2009–2011 successor, and obtain regulatory approval of those standards.  One of the highest 
priorities NERC has in this area is addressing changes to its CIP standards as directed by FERC 
in Order 706.  The CIP standards drafting team has been seated and work has already begun.  
NERC will review its standards work plan with FERC and the appropriate governmental 
authorities in Canada at least annually, or as requested, to coordinate work priorities and 
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expectations.  NERC filed its most recent work plan update with FERC and the applicable 
governmental authorities in Canada in October 2007. 

Standards Program Goals
The goals of the standards program for 2009 are to: 

Meet all United States and Canadian governmental authority directives with regard to 
standards development and procedures, including FERC Order Nos. 693, 705, and 706. 

Meet the milestones in the three-year standards work plan. 

Ensure the consistency and quality of regional reliability standards. 

Streamline and improve the standards process and associated tools. 

Work closely with NAESB in coordinating business practices and reliability standards. 

Communicate with stakeholders and regulators regarding standards development. 

Establish a long-term vision for standards improvement and initiate implementation of 
the strategy. 

Ensure the topics addressed by the reliability standards keep pace with changing industry 
needs.

Strengthen the relationship with the industry’s technical committees to ensure adequate 
input to standards development. 

Standards Program Objectives 
The standards program objectives for 2009 are grouped into six categories: standards 
development, regional reliability standards development, standards improvement, business 
practice interface standards, process improvement, and communications. 

Standards Development 

Develop and revise standards as directed by applicable regulatory authorities with 
sufficient interaction with the regulatory authorities during the development and revision 
process to achieve unconditional approval when filed. 

Meet the deliverables outlined in the current version of the Reliability Standards 
Development Plan 2008–2010.  Complete the following projects in 2009: 

Project 2007-03 — Real-Time Operations 
Project 2007-04 — Certifying System Operators 

Project 2007-05 — Balancing Authority Controls 
Project 2007-11 — Disturbance Monitoring 

Project 2007-12 — Frequency Response 
Project 2007-17 — Protection System Maintenance and Testing 

Project 2008-03 — Emergency Operations 

In accord with the Reliability Standards Development Plan 2008–2010, initiate the 
development process for the following new or modified standards: 

Use of phasor measurement devices; 
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Review of the INT family of standards;  

Improvements to FAC-001 and FAC-002 pertaining to connecting new facilities to 
the grid; 

Update to the disturbance and sabotage reporting requirements; 
Improve the presentation and content of standards pertaining to protection systems; 

Modeling load and demand data modifications; 
Protection system standard improvements; and 

Resource adequacy assessments. 

Propose new standards resulting from lessons learned by other NERC programs in the 
course of their activities (e.g., reliability assessment and performance analysis, 
compliance monitoring and enforcement, training, and situation awareness and 
infrastructure security). 

Regional Reliability Standards Development 

Process regional standards submitted for approval and make recommendations to the 
NERC Board of Trustees.

Provide guidance to regional entities in the development of regional standards during the 
developmental stages of the process. 

Standards Improvement 

As appropriate, incorporate changes to the Reliability Standards Development Plan 
2008–2010 based on the needs and priorities identified by the industry and regulators in a 
technical review and assessment of reliability standards.   

Use the Reliability Standards Development Procedure to incorporate changes to planning 
and operating criteria and the definition of adequate level of reliability into reliability 
standards. 

Implement recommendations of the Standards Committee on the future organization of 
NERC’s Reliability Standards.  

Business Practice Interface 

Continue to coordinate NERC–NAESB standards efforts with respect to transmission 
loading relief, available transfer capability, balancing authority controls, interchange, and 
related tools. 

Continue to review and identify improvements to the joint NERC–NAESB development 
processes and procedures. 

Explore the roles of NERC and NAESB organizationally to identify possible overlaps 
and create synergies resulting in increased efficiency.  

Schedule joint meetings between the Standards Committee and the NAESB Wholesale 
Electric Quadrant Executive Committee to consider issues of common interest.

Standards Process Improvement 
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Revise standards development processes and procedures, as necessary, in response to 
findings of July 2009 performance assessment. 

Revise standards development rules and procedures in response to governmental agency 
directives.

Evaluate alternatives and improvements that ensure consensus is being achieved in an 
efficient manner. 

Establish criteria for determining what is a “high quality” standard. 
For high priority standards, shorten average development time to 12 months through 
stakeholder ballot (exclusive of field testing) while ensuring that the standard produced 
meets the criteria for “high quality” defined above. 

Evaluate the need to develop a triage function to assign resources to key issues. 
Increase interaction between the Standards Committee and the standards drafting teams 
to improve progress on work plan deliverables and better manage issues of concern. 
Develop an improved model for responding to requests for formal interpretation. 
Evaluate the cost of formal submission of approved standards to ANSI for adoption as a 
national ANSI standard. 
Submit all approved standards for regulatory approval within one month of Board of 
Trustees action. 
Develop and implement a reliability standard version control and notification process. 
Evaluate the need for process changes, and, if necessary, implement appropriate changes 
to ensure drafting teams maintain focus on developing excellent technical standards. 
Assign, as required, regulatory or legal expertise to drafting teams to assist in developing 
standards with requirements and measures that are legally defensible. 
Improve the process of obtaining Standards Committee input when responding to 
regulatory directives or questions regarding reliability standards. 
Assign, as required, a professional technical writer to craft reliability standard language 
reflecting input from the drafting team experts. 
Establish targets for staffing and tools to support the standards process: 

Identify areas for greatest opportunity for process improvement.  

Rethink the process for achieving consensus on standards. 
“Flatten” the standards process by conducting at least 50 percent of all drafting team 
and committee meetings by conference calls and Web casts, and through greater 
utilization of e-mail. 
Survey stakeholders and drafting team members for input regarding the standard 
development process to identify opportunities for improvement. 

Survey drafting team members after each project concludes for input regarding the 
standard development process to identify opportunities for improvement. 

Evaluate and identify ways to improve ballot performance (quorums and balance). 
Track adherence to the standards procedure. 

Improve the training of drafting teams and revise drafting team guidelines as needed. 

Communications
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Educate and inform industry stakeholders through standards workshops.
Consider innovative methods to increase industry participation, such as presentation 
of workshops through use of videotaping, Webinars, or WebEx’s. 

Increase the outreach to industry stakeholders to specifically include trade organizations, 
through formalized standards conferences to obtain input to the reliability standards work 
plan and standards processes.

Update and inform governmental authorities on the standards development work plan and 
processes through individual discussions and joint meetings and conferences. 

Develop standards program communications that support NERC’s overall 
communications platform. 

Establish NERC’s standards Web site as the “one-stop” for all supporting materials 
pertaining to the standards. 
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Reliability Standards Program 
Funding sources and related expenses for the reliability standards section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 3,118,592$    3,118,592$    -$                    3,041,445$     (77,147)$                
Membership Dues -                 -                 -                      -                 -                         
Testing Fees -                 -                 -                      -                 -                         
Services & Software -                 -                 -                      -                 -                         
Workshops -                 -                 -                      -                 -                         
Interest -                 -                 -                      -                 -                         
Miscellaneous -                 -                 -                      -                 -                         

Total Funding 3,118,592$   3,118,592$   -$                   3,041,445$     (77,147)$               

Expenses
Personnel Expenses

Salaries 2,129,315$    1,741,045$    (388,270)$           1,883,419$     142,374$               
Payroll Taxes 121,612         99,437           (22,175)               118,776          19,339                   
Benefits 257,778         210,773         (47,005)               203,272          (7,501)                    
Retirement Costs 144,687         232,637         87,950                271,107          38,470                   

Total Personnel Expenses 2,653,392$   2,283,891$   (369,501)$          2,476,574$     192,683$              

Meeting Expenses
Meetings 160,000$       232,050$       72,050$              168,120$        (63,930)$                
Travel 205,200         245,700         40,500                300,000          54,300                   
Conference Calls -                 -                 -                      10,000            10,000                   

Total Meeting Expenses 365,200$      477,750$      112,550$           478,120$        370$                     

Operating Expenses
Consultants 100,000$       100,000$       -$                    50,000$          (50,000)$                
Contracts -                 -                 -                      -                 -                         
Office Rent -                 -                 -                      -                 -                         
Office Costs -                 31,500           31,500                36,750            5,250                     
Professional Services -                 -                 -                      -                 -                         
Computer Purchase & Maintenance -                 -                 -                      -                 -                         
Furniture & Equipment -                 -                 -                      -                 -                         
Miscellaneous -                 -                 -                      -                 -                         
Contingency -                 -                 -                      -                 -                         

Total Operating Expenses 100,000$      131,500$      31,500$             86,750$          (44,750)$               

Other Non-Operating Expenses -$              -$              -$                   -$               -$                      

Total Expenses 3,118,592$   2,893,141$   (225,451)$          3,041,445$     148,303$              

Change in Assets -$              225,451$      225,451$           -$               (225,451)$             

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Personnel Expenses 
The increase in personnel expense represents salary increases for current staff, and one 
position added mid-year in 2008, having a full year of expense reflected in 2009.  The 
reduction in the cost of benefits is the result of lower medical benefits insurance rates. 

Meeting Expenses 
As a result of greater utilization of conference calls rather than in-person meetings, 
limiting meeting locations to places where lower, pre-negotiated rates are available, and 
reduced travel costs for staff by holding a greater percentage of meetings in Princeton, 
total meeting costs are expected to remain flat. 

Operating Expenses 
Consultant expense:  To assist with development of NERC’s standards Web site as the 
“one stop” for all supporting materials pertaining to standards. 

Office Costs:  Cell phone and wireless broadband internet connection cards are now 
charged directly to appropriate program areas instead of to General and Administrative. 
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Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program Resources 

(in whole dollars) 

                                     2008 Budget                   2008 Projection                      2009 Budget
Total FTEs 26.0 27.0 31.0 
Total Direct 
Expenses

$4,669,493 $4,592,062 $6,481,457 

Total Indirect 
Expenses

$3,244,681 $3,983,683 $5,809,372 

Total Expenses $7,914,174 $8,575,745 $12,290,829 

Background 
As the ERO, NERC monitors and enforces compliance with approved reliability standards by 
owners, operators, and users of the bulk power systems throughout North America.   

Monitoring, auditing, investigating, and enforcing compliance with reliability standards by 
owners, operators, and users of the bulk power system, as well as the development and adoption 
of the reliability standards themselves, are at the core of NERC’s mission.  Through a rigorous 
program of monitoring, audits, investigations, mitigation activities, and if necessary, the 
imposition of penalties and sanctions for noncompliance with reliability standards, NERC will 
strive to maintain a high level of reliable operation of the bulk power system.  Reliable operation 
of the bulk power system is in the public interest, because it will benefit all owners, operators, 
and users of the bulk power system and, ultimately, all users and consumers of electric power in 
North America.  

NERC’s Compliance Monitoring and Enforcement Program (CMEP) activities will be conducted 
at its headquarters in Princeton, New Jersey, at Regional Entity offices, at the locations of 
owners, operators, and users of the bulk power system, and at such other field locations 
throughout North America as are necessary for the performance of these activities, including the 
organization of enforcement and appeal hearings at locations by the Regional Entities. 

Monitoring for compliance with, and investigating alleged violations of, reliability standards will 
be conducted by NERC and Regional Entities’ professional staff, with assistance from time to 
time by volunteers from the electric industry, government, and academia.  Volunteers will be 
utilized primarily to provide industry expertise to compliance audit teams, technical advice, and 
recommendations to compliance staff.  The program will be carried out in the United States as 
described in the NERC Rules of Procedure, NERC CMEP, and Regional Entity Delegation 
Agreements as approved by FERC.  Separate agreements exist with some Canadian Provinces 
and may involve differing practices and rules. 

The NERC CMEP is comprised of four key areas: organization registration and certification, 
compliance monitoring and reporting, enforcement and mitigation, and regional program 
oversight.
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Based on the portion of its professional/technical staff time, and other resources that it expects to 
devote to the reliability standards compliance enforcement process, NERC estimates that it will 
spend 35.8 percent of its resources on this activity. 

2009 Highlights 
Organization Registration and Certification 
Registration and, in some cases, certification of the organizations responsible for complying with 
the standards, will be an ongoing activity.  The NERC Compliance Registry contains information 
on over 1,800 distinct organizations responsible for reliability of some portion of the bulk power 
system.  Maintaining a complete and accurate database will also be an ongoing activity.  NERC, 
in 2009, expects to begin to utilize this database as a means of communicating compliance 
requirements to the owners, operators, and users of the bulk power system.  Information 
necessary to support such communications is collected at the time of registration and is 
continually maintained.  Further, registration of entities utilizing the Joint Registration 
Organization provisions of the NERC Rules of Procedure will increase.  Joint registration 
requires the registration of owners, operators, and users selecting this method of registration to 
be registered based on each of the over 1,200 applicable requirements in the standards, as 
opposed to registration by function type assigned to each of the 104 approved reliability 
standards.  This type of registration requires a much more robust database to keep track of 
specific requirements each entity is subject to, as opposed to which standards they are subject to.
These factors will require the addition of one FTE in this area to support the expansion of the 
database to allow input directly by the Regional Entities through enhanced Web interfaces. 

Compliance Monitoring and Reporting 
2009 will be the second full year for the enforceable CMEP in the United States.  NERC 
continues to enhance the infrastructure to implement the CMEP including processes, procedures, 
software, and tools.  NERC will implement a new Compliance Reporting, Analysis, and 
Tracking System (C-RATS) in 2009 using an outside software developer.  This tool is expected 
to provide a much-improved reporting interface for the Regional Entities and enable more 
efficient reporting to appropriate governmental authorities.  It will consolidate the registration, 
compliance violation, mitigation, and enforcement databases to allow efficient flow and analysis 
of information.  This tool will directly interface with the regional databases and allow direct 
access to certain information by regulatory authorities replacing submissions by e-mail and 
otherwise thereby creating a need for direct user support with the Regional Entities and 
regulators.  This area is currently understaffed to effectively manage and analyze the data while 
providing the support necessary to coordinate with vendors, Regional Entities, regulators, and 
other departments within NERC seeking compliance information, results, and trends.  This effort 
will require one additional FTE to fully support the development, operation, and maintenance of 
the new system while also providing the support necessary for data tracking, reporting, and 
analysis.

Enforcement and Mitigation 
Mitigation of violations of NERC Reliability Standards remains central to the NERC CMEP.  As 
the NERC program continues to unfold, the review and approval of mitigation plans, settlements, 
and remedial actions, as well as analysis of the effectiveness of mitigation and enforcement 
strategies, are extremely important.  A recent FERC order requires the prompt and thorough 
review of mitigation plans within 30 days of receipt by NERC.  Further, NERC has begun to 
issue enforcement actions.  The need to promptly review and approve mitigation plans and the 
associated analysis and tracking of enforcement results to ensure consistent application of 
enforcement actions and settlements requires NERC to add one FTE in this area. 
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Regional Program Oversight and Program Audit and Interfaces 
NERC continues to carry out its responsibility for oversight of the Regional Entity compliance 
programs to ensure consistency and achieve maximum efficiency by providing direct assistance 
and oversight to the Regional Entities.  A high level of coordination is required between and 
among NERC and the Regional Entities in order to achieve uniform implementation of 
compliance audits and the effective transfer of information and violation data.  NERC provides 
field personnel to assist the Regional Entities in conducting compliance audits (or other 
activities) and to ensure consistent application of the program.  The NERC staff is utilized to 
supplement Regional Entity staff when a Region needs additional resources to effectively 
implement its program.  NERC regional program coordinators serve in this role.  In the regard, 
experience to date in 2008 has shown NERC provided substantial assistance and support to 
certain Regional Entities.  NERC staff assisted Regional Entity Staff in processing mitigation 
plans, as a full participant in offsite and onsite audits, in an audit oversight role, and as a 
participant in compliance violation investigations.  In part the 2009 compliance budget was 
developed taking into account this Regional Entity assistance and support experience. 

Consistency is also achieved through training.  NERC’s Training, Education, and Operator 
Certification Program will continue to train compliance auditors, ensuring there are competent 
and trained personnel at NERC and in the Regional Entities.  Resource requirements for this 
training are included in the Training, Education, and Operator Certification Program section.  
Other training will continue as necessary. 

NERC will conduct a number of audits of the Regional Entity compliance programs, as required 
by its Rules of Procedure, within the three-year period following the inception of the enforceable 
programs.  The scope of these audits will be established by NERC, but the audits themselves will 
most likely be carried out by professional contract auditors.  The implementation of these audits 
in the last half of 2008 and continuing going forward will represent a significant increase in 
NERC’s oversight and effectiveness monitoring effort.  No additional positions were included in 
this area in 2008.  Therefore, NERC will add one FTE to support the process of audits of the 
Regional Entities and tracking of implementation of modifications to the Regional Entity 
compliance programs as a result of audit findings in 2009.  This effort will result in a significant 
increase in consulting costs on a going-forward basis because these costs have not been included 
in previous years’ budgets.  For the three Regional Entity Compliance Audits expected in 2009, 
NERC has budgeted $250,000. 

Other Activities 
NERC compliance program staff also supports the development of compliance administration 
elements contained in NERC Reliability Standards.  The Reliability Standards Development Plan 
2008–2010 details plans to review and revise all of NERC’s Reliability Standards.  This 
undertaking requires a significant amount of work and coordination with the standards program 
and Regional Entities to review and update the compliance administration elements of all 
standards.  NERC and Regional Entity staff will develop effective compliance violation severity 
levels, data retention requirements, and monitoring methods that work in concert with the 
requirements and measures within the standards. 

NERC compliance program staff also provides information and results to the Reliability 
Assessment and Performance Analysis Program of NERC, and participates on each event 
analysis to make sure any potential violations of NERC standards are promptly identified and 
corrected.
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Compliance Monitoring and Enforcement Program Objectives 
Direct and oversee the Regional Entities’ implementation of their delegated compliance 
enforcement program responsibilities. 

Maintain working relationships between NERC and the Regional Entities in order to 
achieve maximum effectiveness and consistency of monitoring, reporting, 
enforcement actions, and appeals by direct observation of program implementation. 

Ensure timely mitigation of all violations of standards and requirements. 
Provide oversight of Regional Entity compliance programs and conduct formal audits 
of at least three Regional Entity compliance programs. 

Participate in settlement processes with the Regional Entities for violations of 
standards as required, and review all settlements for consistent application of 
settlement principles. 

Review all enforcement actions for consistent application in all violations of 
standards. 
Assess the effectiveness of enforcement actions in mitigating violations of standards. 

Maintain the training program for compliance auditors. 

Work with the Training, Education, and Operator Certification to review and 
maintain auditor training requirements. 
Ensure the training program requirements are delivered to all NERC and Regional 
Entity compliance auditors. 
Maintain a training module for industry technical experts and audit volunteers. 

Provide training on registration, reporting, and enforcement tools to the Regional 
Entity staff. 

Enhance processes, databases, and reporting tools to allow for seamless, uniform 
reporting of alleged and confirmed violations of standards, proposed penalty and sanction 
actions, and disposition of all violations. 

Maintain reporting relationships with appropriate governmental authorities in the United 
States, Canada, and Mexico and establish processes and procedures to report violations, 
levy penalties and sanctions, and remedy the violations. 

Confidentially report all alleged violations of standards to the appropriate 
governmental authorities in the United States, Canada, and Mexico through 
established processes. 
Make notice of penalty filings for all penalties and sanctions applied to compliance 
violations.

Provide other informational updates and filings as required by the NERC Rules of 
Procedure and governmental authorities. 

Maintain and enhance the reporting of violations of standards to the NERC Board of 
Trustees Compliance Committee. 

Report quarterly all confirmed violations of approved NERC or Regional standards 
for which investigatory, decisional, and appeal processes have been completed, 
including the identity of the organizations involved in those violations. 
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Track the mitigation of identified violations of standards. 

Develop, on a coordinated basis with the Reliability Standards Program, the compliance 
elements for approximately 100 new or revised standards. 

Manage all enforcement action appeals (resources based on approximately 25–30 
appeals). 

Maintain a compliance reporting process. 

Organization Registration and Certification Objectives 
Maintain an accurate registration list of all owners, operators, and users of the bulk power 
system for compliance monitoring and communication purposes. 

Oversee the Regional Entities’ implementation of the registration process. 
Update and confirm the registration list as needed (at least annually). 

Provide necessary registration information to FERC and other appropriate 
governmental authorities. 
Review the completeness of the organization registration list and determine if 
additional efforts are necessary to identify other entities or collect more information 
from bulk power system owners, operators, and users. 
Maintain a process for appealing a decision to include an entity on the registration 
list.

Implement organization certification within the Regional Entities. 

Maintain processes and procedures, used by NERC and the Regional Entities, for 
carrying out the delegated certification activities that are required by the certification 
standards. 
Provide auditors for certification audits scheduled by the Regional Entities. 

As NERC pursues its mission of ensuring the reliability of the bulk power system in North 
America, success can be measured in part through the activities of the compliance program.  To 
date over 1,800 entities have been registered for approximately 4,500 functions affecting the 
bulk power system.  NERC has processed, or is currently processing, over 1,400 violations of 
standards that occurred after June 18, 2007 and over 5,000 violations that occurred prior to June 
18, 2007.  Violations are analyzed, entered into a database, reported internally and externally 
once confirmed, and tracked in coordination with the Regional Entities. 

In addition, NERC is expecting to participate in approximately 140 on-site audits and 238 off-
site audits in 2009.  Compliance Violation Investigations (CVIs) are a high-priority activity for 
the compliance program.  There are currently eight Regional Entity-led CVIs underway and four 
NERC-led CVIs underway.  While difficult to predict, it is expected that there will be CVIs in 
the future requiring NERC resources.  
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Compliance Enforcement and Organization Registration and Certification 
Program
Funding sources and related expenses for the compliance enforcement and organization 
registration and certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 4,669,493$    4,669,493$    -$                    6,481,457$    1,811,964$            
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 4,669,493$   4,669,493$   -$                   6,481,457$    1,811,964$           

Expenses
Personnel Expenses

Salaries 3,090,959$    2,801,042$    (289,917)$           3,695,616$    894,574$               
Payroll Taxes 202,423         181,939         (20,484)               246,678         64,739                   
Benefits 403,403         365,566         (37,837)               421,969         56,403                   
Retirement Costs 233,809         341,890         108,081              515,528         173,638                 

Total Personnel Expenses 3,930,593$   3,690,437$   (240,157)$          4,879,790$    1,189,354$           

Meeting Expenses
Meetings 30,000$         44,625$         14,625$              32,500$         (12,125)$                
Travel 378,900         500,000         121,100              657,167         157,167                 
Conference Calls -                -                -                      5,000             5,000                     

Total Meeting Expenses 408,900$      544,625$      135,725$           694,667$       150,042$              

Operating Expenses
Consultants 330,000$       330,000$       -$                    850,000$       520,000$               
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                27,000           27,000                32,000           5,000                     
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      25,000           25,000                   
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 330,000$      357,000$      27,000$             907,000$       550,000$              

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 4,669,493$   4,592,062$   (77,432)$            6,481,457$    1,889,395$           

Change in Assets (0)$               77,431$        77,432$             -$              (77,431)$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification



Section A — 2009 Business Plan 

2009 NERC Business Plan and Budget — Version 3.1 22 
Approved by Board of Trustees: July 30, 2008 

Summary of Significant Variances � 2008 Projection to 2009 Budget 

Personnel Expenses 
The increase in personnel expense is driven by the requested increase of four (4) FTEs 
and by salary increases for current staff. 

Meeting Expenses 
Travel expense is expected to increase as all open positions are filled and the expectations 
established by various stakeholders are met. 

Operating Expenses 
Consultants

Estimated cost of C-RATS — $500,000 
Regional Entity Compliance Audits — $250,000 

Office costs:  Cell phones and wireless broadband internet connection cards charged to 
appropriate departments instead of General and Administrative function. 
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RReelliiaabbiilliittyy RReeaaddiinneessss EEvvaalluuaattiioonn aanndd
IImmpprroovveemmeenntt PPrrooggrraamm

Reliability Readiness Evaluation and Improvement Program Resources 
(in whole dollars) 

                                     2008 Budget                   2008 Projection                      2009 Budget
Total FTEs 12.0 8.5 0 
Total Direct 
Expenses

$1,858,061 $1,661,684 $485,429 

Total Indirect 
Expenses

$1,497,545 $1,254,123 $0 

Total Expenses $3,355,606 $2,915,807 $485,429 

Background 
NERC began the Reliability Readiness Evaluation and Improvement Program began in response 
to the August 14, 2003 blackout.  The goal was to increase transparency on operating practices 
and to assess the industry’s overall preparedness to minimize the likelihood of another major 
blackout.

When FERC approved NERC as the electric reliability organization and began adopting NERC 
standards as mandatory in the United States, NERC created an associated compliance audit 
program (Compliance Monitoring and Enforcement Program — CMEP).  The readiness 
program, which had been asking compliance-type questions, shifted its full effort to encouraging 
entities to improve reliability performance and achieve excellence in their assigned functions and 
responsibilities.

The readiness program has been working with industry experts to conduct on-site evaluations of 
all balancing authorities, transmission operators, reliability coordinators, and other entities that 
support the reliable operation of the bulk power system in North America to determine their 
readiness to maintain safe and reliable operations.   

While feedback from entities that have participated in readiness evaluations has generally been 
favorable, industry comments on the first draft of the NERC 2009 Business Plan and Budget
suggest that: (1) the value of the readiness program is diminishing; (2) the focus and resources of 
NERC should be squarely on standards and compliance, particularly during this critical time; and 
(3) the mandatory enforcement role at NERC creates a conflicted environment for the readiness 
program, suggesting the role can be better undertaken by others (such as the Transmission 
Owners and Operators Forum).  This leads to the overall conclusion that the assessment-oriented 
evaluation process in its current form be discontinued.

Based on the direction provided by the NERC Board’s Finance and Audit Committee, the 
readiness evaluation program will complete the remaining scheduled readiness reviews and close 
at the end of the first quarter of 2009. 
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Work Plan for the Remainder of 2008 and Beginning of 2009 
At the initiation of activities as the ERO NERC provisionally certified all Reliability 
Coordinators (RC), Balancing Authorities (BA), and/or Transmission Operators (TOP) that were 
already performing the functions for which they were registered.  This provisional certification 
would become a NERC certification upon completion of a NERC readiness evaluation and a 
regional entity or NERC compliance audit (details are available at 
ftp://www.nerc.com/pub/sys/all_updl/compliance/org/Provisional_Certification_20080620.doc).

Our initial review of the NERC compliance registry dated July 8, 2008, showed 26 entities 
registered as RC, BA and/or TOP that have never participated in a readiness evaluation.  These 
entities are operating under the provisional certification described above.  For the remainder of 
2008 and continuing into the beginning of 2009, the readiness program will conduct the 26 
evaluations required to complete the review of entities with provisional certifications.  With the 
current staffing level, it is estimated these evaluations will be completed by the end of the first 
quarter of 2009.  The final number of provisional certification evaluations may vary slightly after 
working with regional entities and the 26 registered entities.

In addition, evaluations for 2 transmission owners had been tentatively scheduled in October and 
December, 2008.  The need for these evaluations will be reviewed with the entities involved and 
cancelled if they are deemed unnecessary or the need accommodated through another means. 

The present schedule calls for the 26 provisional certification evaluations (and potentially 2 
previously scheduled evaluations) to be completed as follows: 

2008 September  3 
October   5  
November  5 
December   3 

2009 January  4 
February  5 
March  3 

Note – the specific schedule of evaluations will depend on availability of entity and 
Regional resources necessary to complete the evaluations. 

The projected expenditures for 2009 shown in the table above and included in NERC’s 2009 
budget are based on a proportional expense for historic readiness evaluations of approximately 
$36,500 per evaluation.  For the anticipated remaining evaluations in 2009, the expected cost is 
$485,429.

Program Summary 
Industry value realized through implementation of readiness evaluation program initiatives 
include examples of excellence that provide a valuable resource reference for the industry.  The 
program identified these examples as being exceptionally effective in ensuring and protecting the 
reliability of the interconnected bulk power system.  In addition, the following results can be 
reported:

Nearly all entities evaluated between March 2007 and April 2008 (98 percent of 
respondents to post-evaluation questionnaires) reported that on-site evaluations were 
beneficial to their organization.

ftp://www.nerc.com/pub/sys/all_updl/compliance/org/Provisional_Certification_20080620.doc
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Entities have either implemented or started work on 89 percent (75 percent implemented 
and 14 percent in progress) of the nearly 3,200 recommendations offered by readiness 
evaluation teams for evaluations conducted through September 2007.  The 
recommendations are not mandatory. 

Industry volunteers who participate on evaluation teams regularly report they acquired 
valuable experience and knowledge during on-site visits. 
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Reliability Readiness Evaluation and Improvement Program 
Funding sources and related expenses for the reliability readiness evaluations and improvement 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,858,061$    1,858,061$    -$                    485,429$       (1,372,632)$           
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 1,858,061$    1,858,061$    -$                    485,429$       (1,372,632)$           

Expenses
Personnel Expenses

Salaries 1,340,884$    998,753$       (342,131)$           348,677$       (650,076)$              
Payroll Taxes 88,799           66,142           (22,657)               30,697           (35,444)                  
Benefits 173,945         129,562         (44,383)               33,003           (96,559)                  
Retirement Costs 96,933           130,923         33,990                50,097           (80,827)                  

Total Personnel Expenses 1,700,561$   1,325,380$   (375,181)$          462,474$       (862,906)$             

Meeting Expenses
Meetings -$              19,203$         19,203$              -$              (19,203)$                
Travel 157,500         157,500         -                      19,000           (138,500)                
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 157,500$      176,703$      19,203$             19,000$         (157,703)$             

Operating Expenses
Consultants -$              125,000$       125,000$            -$              (125,000)$              
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                9,600             9,600                  3,955             (5,645)                    
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                25,000           25,000                -                (25,000)                  
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             159,600$      159,600$           3,955$           (155,645)$             

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 1,858,061$   1,661,684$   (196,377)$          485,429$       (1,176,254)$          

Change in Assets -$              196,377$       196,377$            -$              (196,377)$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Readiness Evaluation and Improvement
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Summary of Significant Variances — 2008 Projection to 2009 Budget 

Personnel Expenses 
The 8.5 FTE positions will be eliminated in 2009.  The 2008 budgeted staffing level was 
12 FTEs.  The 2008 projection assumes the removal of two unfilled evaluator positions, 
the transfer of one administrative assistant to the Situational Awareness Program, and the 
sharing of the remaining administrative assistant with the Training, Education, and 
Personnel Certification Program 

Meeting Expenses 
Estimated 13 evaluations to be completed in 2009 versus 50 in 2007 and 2008 

Operating Expenses 
Office costs:  Cell phone and wireless broadband internet connections cards charged to 
appropriate departments instead of General and Administrative function 
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TTrraaiinniinngg,, EEdduuccaattiioonn,, aanndd OOppeerraattoorr CCeerrttiiffiiccaattiioonn
PPrrooggrraamm

Training, Education, and Operator Certification Program Resources 
(in whole dollars) 

                                     2008 Budget                   2008 Projection                      2009 Budget
Total FTEs 6.0 5.5 5.5 
Total Direct 
Expenses

$1,400,295 $1,413,068 $1,562,478 

Total Indirect 
Expenses

$748,773 $811,491 $1,030,695 

Total Expenses $2,149,068 $2,224,559 $2,593,173 

Background 

System Operator Certification Program 
The System Operator Certification Program provides a certification credential for the operating 
personnel of the owners, operators, and users of the bulk power system.  The program initially 
certifies the competency of operating personnel through examinations.  The credential is 
maintained through the use of approved continuing education.  Operation of the program is 
overseen by the Personnel Certification Governance Committee (PCGC), which is a standing 
committee of NERC reporting to the Board of Trustees.  The PCGC provides oversight to the 
policies and processes used to implement and maintain the integrity and independence of the 
System Operator Certification Program.  The PCGC reports to the Board of Trustees, but has 
autonomy in developing and implementing system operator certification eligibility requirements 
(the development, administration, and scoring of the system operator assessment instruments, 
and operational processes for the System Operator Certification Program). 

Fees charged for the examinations and renewals of credentials are structured to fully recover the 
costs of operating the System Operator Certification Program.  NERC’s professional/technical 
staff administers the System Operator Certification Program on behalf of the PCGC on a fee-for-
service basis designed to compensate NERC for its direct costs incurred in administering the 
program.  In addition, NERC uses the services of a professional examination proctoring service 
to administer certification examinations at various locations around the United States and 
Canada.

The System Operator Certification Program is an important component of NERC’s mission.  
Providing a system of certification of the knowledge of operating personnel of owners, operators, 
and users of the bulk power system in North America helps achieve a base level of competence 
among these operating personnel in the performance of their reliability-related functions.  This 
further ensures the reliable operation of the bulk power system in North America.  Ensuring the 
reliable operation of the bulk power system benefits all owners, operators, and users of the bulk 
power system and, ultimately, all users and consumers of electric power in North America.  
Reliable operation provides a broad-based benefit to the public and is in the public interest. 

Continuing Education Program 
NERC maintains a Continuing Education Program to foster the improvement of, and promote 
quality in, the training programs used and implemented by owners, operators, and users of the 
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bulk power system.  The program approves those activities and entities meeting NERC’s 
continuing education requirements.   

Specifically, the NERC Continuing Education Program: (1) promotes excellence in training 
programs, and advances improved performance for bulk power system operating personnel; (2) 
develops and maintains a process to approve continuing education providers and activities by 
requiring the providers to meet continuing education requirements approved by NERC; (3) 
periodically audits continuing education providers and training activities to ensure the approved 
providers and training activities satisfy NERC’s continuing education requirements; and (4) 
develops and maintains an appeals process for disputed application reviews, interpretations of 
guidelines and standards, probation or suspension of approved provider status, or continuing 
education hour disputes. 

The costs of administering the Continuing Education Program are fully covered through fees 
paid by the continuing education providers.  Records for this program are integrated with the 
portal and database used by the System Operator Certification Program.  Costs for this tool are 
equally divided between the two programs.  

Education Program 
NERC develops and maintains an education program, learning materials, and activities to 
establish training requirements for NERC and Regional Entity staff. The primary audience of 
the training component is NERC and Regional Entity staff, whereas the education component 
focuses on providing educational activities and tools to industry stakeholders, participants, and 
regulators.

The training and education program activities are carried out by NERC’s professional/technical 
staff and contractors with the assistance of volunteers from the electric industry, government, 
and academia possessing the appropriate technical knowledge and competencies.  The training 
and education program activities are carried out at its headquarters in Princeton, New Jersey, 
through conferences calls, exchanges of information through e-mail, Web site postings, other 
means of electronic communications, and in meetings and conferences at locations around the 
United States and Canada as selected from time to time for the convenience of meeting 
attendees.

Developing and maintaining education activities for bulk power system operating personnel and 
the other targeted audiences is an important component of NERC’s mission.  Providing an 
education program for the personnel of owners, operators, and users of the bulk power system in 
North America, relating to their compliance with reliability standards and other reliability-related 
job functions, will help to achieve a high level of knowledge and competence among such 
personnel in the performance of their reliability-related functions.  It also helps to promote a 
culture of compliance within the industry, and thereby will help to further ensure the reliable 
operation of the bulk power system in North America.   

Based on the allocation of professional and technical staff time to NERC programs and other 
resources that it expects to devote to the Training and Education Program, NERC estimates it 
will spend 7.6 percent of its resources on these three activities. 
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2009 Highlights 

System Operator Certification 
In 2009, the System Operator Certification Program will finalize the three-year transition from 
reliance on recertification by testing to using continuing education hours to maintain a credential. 

To accommodate the recordkeeping requirements for using continuing education, the program 
implemented a new but very basic portal and database in 2007 with additional upgrades in 2008.
The database allows system operators to register for exams and track the status of maintaining 
their credential with approved continuing education hours.  The fully allocated costs of this 
project were recovered through fees collected by the System Operator Certification Program and 
the Continuing Education Program.  As part of the three-year implementation to achieve full 
database functionality, improvements to be made to the database in 2009 will expand accounting 
and reporting features for the administrators and improve the accuracy of displaying and 
accounting for the courses listed on the operator’s transcripts.  The cost of these improvements, 
estimated to be $30,000, will be recovered through the fees received by the System Operator 
Certification Program and the Continuing Education Program.  

It is necessary to perform a job analysis at least once every five years to ensure the examination 
is based on current job tasks.  The last analysis was performed in 2006.  A survey tool was 
developed in 2008 and will be administered in 2009 to identify the reliability-based tasks 
performed by system operators on the bulk power system.  The surveys will be analyzed by a 
professional psychometric service to establish the new content outline for each credential.  New 
examinations will be developed in 2010, for release in 2011, based on the new content outline.   

Keeping with the 18 month cycle for changing examinations, NERC released new exams in 2008 
and will begin developing exams for release at the end of 2009 using the current job analysis.  
This process requires the Examination Working Group to meet six times in person to develop 
test items and create the exams.  Other meeting methods, like conference calls or WebEx, may 
compromise the security of the exams, and are not acceptable.  The cost of holding these 
meetings has been and still is fully covered by certification program user fees.  

In 2008, the PCGC began researching the feasibility of establishing a voluntary advanced 
certification credential based on interest shown by system operators and other stakeholders.  The 
goal is to further advance reliability by formally recognizing those system operators with high-
level skills and knowledge coupled with experience.  If the decision is made to develop this 
advanced certification, work will begin in 2009 to establish the criteria and foundation for an 
advanced certification based on the results of the PCGC business case and plan in 2008.  An 
outside consultant will be used to ensure the new certification credential is established properly, 
meeting accreditation criteria at a cost of $15,000.  The cost of this consultant is fully recovered 
from certification program user fees. 

The members of the PCGC are recognized as experts in the field of certification of personnel 
and, as such, will investigate the interest, feasibility, and scope of establishing a voluntary 
certification program for relay technicians.  The operation of protection systems has implications 
in the reliable operation of the bulk power system and has been a factor in numerous large-scale 
outages in the past.  No additional costs are anticipated for this work in 2009 since most of the 
work will be performed by the PCGC members and other volunteers.  
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Continuing Education Program 
This program will continue to grow in 2009 as all system operators must use continuing 
education hours to maintain their certification credential instead of retesting.  The program will 
continue to approve learning activities and perform audits to verify the quality of these activities.   

The database used by the System Operator Certification Program is used by continuing education 
providers to submit learning activities for approval and enter attendance and performance by 
participants.  NERC staff uses the data base to review and approve submitted activities, audit 
randomly selected activities, track system operator transcripts, and verify and track fees paid to 
the program.  Routine upgrades estimated to be $30,000 will be made to the database to improve 
the ability of providers to upload and view their accounts, allow for easier document handling for 
audits, and to better track and report the fees paid to the program.  This share of the cost of 
maintaining the database is shared with the certification program and is fully recovered through 
user fees.

Each learning activity that is submitted to NERC must be assessed to determine if it meets 
program criteria before being approved.  In 2007 the volume of applications submitted by 
providers increased beyond the ability of one person on NERC staff and program volunteers to 
handle.  The additional applications were processed by other NERC staff, but in 2008 a 
realignment of staff duties forced the program to engage an independent contractor to assist in 
processing approximately 30 percent of the applications.  In 2009 the number of applications is 
expected to continue to grow, and use of this contractor will cost $30,000.  This entire cost is 
recovered through program user fees.  

Criteria for education providers to qualify for “NERC-approved provider” status will also be 
raised to reflect an assurance of quality that did not exist with the old designation.  Most of this 
activity will be performed by industry volunteers from the Personnel Subcommittee through the 
public comment process.   

Education Program 
To recognize the training providers with high quality programs, NERC will continue the effort 
begun in 2008 of investigating how to implement a voluntary process to accredit industry 
training programs that meet the high quality criteria.  This effort is separate from the continuing 
education effort as it targets the quality of the entity’s system operator training program, not just 
the activities that are offered.  If this program is implemented, it will be developed in 2010 for 
implementation in 2011.  The Personnel Subcommittee will perform work on this initiative with 
NERC staff. 

The NERC education program will spend the majority of its time and resources in 2009 on 
improving the skills of NERC and regional entity personnel engaged in carrying out compliance 
and standards functions.  In compliance, training was developed and delivered for audit team 
leaders and volunteers in 2008 as year two of a four-year plan to develop a full curriculum to 
create a pool of skilled auditors at NERC and the Regional Entities.  Much of the audit team 
leader training is classroom-based since the targeted skills tend to be “soft skills” and are best 
learned through hands-on exercises.  Industry volunteer education is more knowledge-based and 
delivered electronically.  The compliance program has requested four additional learning 
activities be developed in 2009.  The activities will come from the following list and will be 
based on priorities identified through compliance auditor performance needs and program needs.  
The list includes: 
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Critical Infrastructure Protection (CIP) training for: 
NERC and Regional Entity compliance auditors and team leaders to understand the 
content behind the CIP standards and apply the standards.

CIP experts to learn how to apply their specialized knowledge to the NERC CIP 
standards in the NERC compliance audit process.  CIP experts will assist NERC and 
Regional Entity auditors to make a determination of compliance.  Together these two 
activities are essential to ensuring consistent and knowledgeable application and 
enforcement of the CIP standards. 

Conflict resolution and conflict management skills to help compliance audit team leaders 
resolve problems and tensions encountered during compliance audits. 

Compliance Violation Investigation (CVI) process and skills training to train auditors 
how to effectively conduct the new NERC CVI process. 

In-depth refresher courses for compliance auditors to provide: 
Improved interviewing skills. 
Increased skills at documenting findings of compliance and noncompliance on 
reports.
Knowledge regarding new and revised standards and how to audit compliance to 
these standards.  

New compliance program employee orientation course addressing the specific need of 
the compliance department, its goals, and working relationship with governmental 
regulators.

A total of 12 classes will be delivered for compliance in a classroom setting, requiring travel.  
Three courses are the Fundamentals of Auditing for NERC Compliance Auditors (once a 
quarter), the CIP Basics for NERC Compliance Auditors (four sessions), and the Fundamentals 
of NERC Audits for CIP Experts (four sessions).  The first is a regular course for new auditors; 
the two CIP courses are to prepare NERC and Regional Entity auditors to audit the CIP 
standards. 

Standards drafting team leaders and participants received their first formal training in 2008.  A 
formal job task analysis of the function was to be performed in late 2008.  The standards 
program has requested one learning activity be developed for NERC standards staff and 
standards drafting team leaders based on that analysis.  It is anticipated that activity will focus on 
meeting facilitation and management within the Reliability Standards Development Procedure.  

Staff will be engaged in delivering the twelve classroom sessions listed above, developing four 
of the proposed activities for the two programs, and managing contractors to complete the 
remaining three activities.  Developing (or acquiring) and delivering three activities, requiring 
the partial or whole use of outside contractors, will cost $122,500 for contracting and 
procurement. 

In 2008, NERC began offering monthly Webinars on current topics and issues of interest to the 
industry.  The goal is to educate stakeholders on NERC program areas and various issues 
affecting reliability.  The Webinars, presented as a part of the NERC communications activities, 
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have been very successful with positive feedback.  NERC will continue to offer these Webinars 
in 2009 with expanded capabilities of reaching a larger audience.

The education program and the human resources department will expand the NERC staff training 
initiative begun in 2008.  The human resources department relies upon the expertise of the 
education program to acquire or develop learning activities necessary to comply with 
governmental labor laws and improve the skills of staff.  The human resources department has 
requested the education program develop and deliver activities for business ethics, NERC 
orientation for new employees, and the following leadership development topics:  motivating and 
influencing people, mentoring employees and developing staff, strategic thinking, and conflict 
resolution.  Three of these activities will be developed internally or obtained through outside 
sources based on personnel and legal priorities identified going into 2009.  The delivery of these 
activities will be via classroom and e-learning.  The share of activities not developed by NERC 
staff will require $40,000 for contractor fees and course procurement. 

Finally, NERC began delivering on-demand internet-based learning activities in 2007 and greatly 
expanded this in 2008 using an interim system with limitations.  This interim system delivers and 
tracks on-demand activities of which the NERC network is not capable.  An analysis was 
performed in 2008 identifying how NERC can manage learning activities and knowledge with 
the necessary bandwidth and features for NERC and others to host many future activities for the 
industry.  NERC will continue contracting for the interim system at a cost of $10,000 per year 
until the new system is developed and capable of delivering activities.   

Training, Education, and Operator Certification Program Objectives

Operator Certification 

Administer the current System Operator Certification Program. 

Administer the job analysis tool to define the tasks performed by system operators for 
future examinations. 

Complete the three-year transition to the exclusive use of continuing education hours for 
maintaining system operator certification. 

Continue to identify and implement additional interface improvements to the portal and 
database that personnel use to register for the system operator certification examinations 
and track continuing education activities.  

Continue the development of an advanced certification for system operators. 

Investigate the feasibility, interest, and scope of developing a certification credential for 
protective relay technicians. 

Continuing Education

Implement the newly raised requirements to become an approved training provider. 

Raise the quality and levels of training for system operators throughout North America to 
ensure that delivered training meets the needs of the System Personnel Certification 
Program. 

Continue to define and implement improvements to the portal and database used by 
providers to track delivered continuing education activities. 
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Training and Education 
The objectives are arranged by the department or program they are intended to support. 

Compliance

Continue delivering, on a quarterly basis, the fundamental compliance auditor 
training for new NERC staff and Regional Entity staff who act as team leaders. 

Develop and deliver four new learning activities to further improve compliance 
auditor skills. 

Partner with auditing organizations such as IIA to offer appropriate auditing 
courses for NERC compliance audit team members. 

Develop and deliver NERC auditor training for IT specialists on the Critical 
Infrastructure Protection standards. 

Continue to deliver the CIP fundamentals course to NERC and regional entity 
compliance auditors. 

Standards

Continue delivering existing courses for the drafting team leaders and participants. 

Develop and deliver one new course to improve the skills of drafting team leaders and 
participants. 

Human Resources 

Assist in the development and delivery of three new training activities for NERC staff 
with the human resources department. 

Communications

Develop and deliver monthly learning activities on topics and issues of reliability via 
WebEx.

System Operator Certification 
The system operator certification program coordinates, manages, and administers the personnel 
certification program for system operators required to meet NERC standards.  This program 
improves reliability by facilitating the certification of qualified operators who serve in a position 
that directly impacts reliability and by assuring that the certifications call for increasing skill 
levels as needed to meet the increasingly demanding nature of the system operator role.  

Continuing Education 
The continuing education program assures certified system operators continue to learn and 
acquire new skills as part of their certification maintenance process.  It does this by promoting 
the development of training programs and activities within industry entities that improve the 
knowledge and skills of system operators and other employees.  These increased skills and 
knowledge result in improved reliable operation of the bulk power system. 



Section A — 2009 Business Plan 

2009 NERC Business Plan and Budget — Version 3.1 35 
Approved by Board of Trustees: July 30, 2008 

Education
The education program provides for the training needs of the compliance and standards for 
NERC and the Regional Entities, and facilitates internal NERC staff training.  Continuous 
training and learning are keys to developing and maintaining the skill levels, expertise, and 
consistency needed to conduct NERC activities. 

The education program also supports industry learning activities such as Webinars and 
workshops.  Here the industry directly participates in the learning activity and benefits directly 
from the program.  
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Training, Education, and Operator Certification Program 
Funding sources and related expenses for the training, education, and operator certification 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 437,295$       437,295$       -$                    582,478$       145,183$               
Membership Dues -                -                -                      -                -                         
Testing Fees 963,000         963,000         -                      980,000         17,000                   
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 1,400,295$   1,400,295$   -$                   1,562,478$    162,183$              

Expenses
Personnel Expenses

Salaries 714,461$       695,499$       (18,962)$             705,708$       10,209$                 
Payroll Taxes 43,554           42,440           (1,115)                 48,931           6,492                     
Benefits 78,916           76,555           (2,361)                 52,872           (23,683)                  
Retirement Costs 89,564           94,175           4,612                  99,362           5,187                     

Total Personnel Expenses 926,495$      908,668$      (17,826)$            906,873$       (1,795)$                 

Meeting Expenses
Meetings 54,000$         54,000$         -$                    55,000$         1,000$                   
Travel 55,800           66,400           10,600                51,225           (15,175)                  
Conference Calls -                7,500             7,500                  75,000           67,500                   

Total Meeting Expenses 109,800$      127,900$      18,100$             181,225$       53,325$                

Operating Expenses
Consultants 100,000$       100,000$       -$                    55,000$         (45,000)$                
Contracts 264,000         264,000         -                      406,400         142,400                 
Office Rent -                -                -                      -                -                         
Office Costs -                12,500           12,500                12,980           480                        
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 364,000$      376,500$      12,500$             474,380$       97,880$                

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 1,400,295$   1,413,068$   12,774$             1,562,478$    149,410$              

Change in Assets 0$                  (12,773)$       (12,774)$             -$              12,773$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training and Education
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Partial funding is provided through assessments to LSEs or designees (mandatory in the 
United States).  Testing fees and certificate renewal fees collected for system operator 
certification fully support the System Operator Certification Program and fees collected 
from training providers fully support the Continuing Education Program.  The additional 
assessments of $145,183 are needed to fund the increased costs associated with the 
development of ten learning activities and to fund the NERC WebEx contract which had 
been part of the general and administrative function in prior years. 

Personnel Expenses 
The 2008 budgeted staffing level was 6.0 FTEs.  The 2008 projection assumes sharing 
the administrative assistant with Reliability Assessment and Performance Analysis for a 
reduction of .5 FTEs.  No additional FTEs are budgeted for 2009.  The reduction in the 
cost of benefits is the result of lower medical benefits insurance rates. 

Meeting Expenses 
The NERC WebEx contract and associated expenses are being transferred to the 
Training, Education, and System Operator Certification program from General and 
Administrative. 

Operating Expenses 
Three learning activities to be developed by consultants or procured for NERC staff are 
proposed at a cost of $40,000. 

Seven learning activities to be developed by NERC staff and consultants for the 
compliance and standards programs are included at a cost of $122,500. 
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Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

                                     2008 Budget                   2008 Projection                      2009 Budget
Total FTEs 11.0 11.0 13.5 
Total Direct 
Expenses

$2,881,436 $3,158,799 $3,990,071 

Total Indirect 
Expenses

$1,372,750 $1,622,982 $2,529,888 

Total Expenses $4,254,186 $4,781,781 $6,519,959 

Background 
The ERO is required to “conduct periodic assessments of the reliability and adequacy of the 
bulk-power system in North America.”  In accordance with this responsibility and NERC’s 
responsibility to support the reliability of the North American bulk power system, NERC intends 
to prepare three reliability assessments each year: a long-term reliability assessment report; a 
summer assessment report; and a winter assessment report.  These reports will analyze electricity 
demand and the adequacy of supply throughout the North American bulk power system, as well 
as examine the adequacy of the transmission system.  NERC will also prepare special reliability 
assessment reports as conditions warrant or as directed by the Board of Trustees.  Copies of all 
reliability assessment reports will be submitted to FERC, the U.S. Department of Energy (DOE), 
the applicable governmental authorities in Canada, regional advisory boards, and be made 
publicly available.  Further, NERC will analyze significant system events that occur on the bulk 
power systems, identify the causes of such events, assess past reliability performance, 
disseminate its findings to the electric industry, and develop reliability performance benchmarks. 

Reliability and adequacy assessments and analyses of significant system events occurring on the 
bulk power system will be conducted by teams comprising members of NERC’s and Regional 
Entity professional/technical staff along with volunteers from the electric industry, government, 
and academia possessing appropriate technical competencies.  Except to the extent that site visits 
are necessary in conducting analyses and investigations, the work of these teams will be carried 
out through conference calls, exchanges of information through e-mail, Web site postings, other 
means of electronic communications, and, to the extent necessary, in meetings at NERC’s 
headquarters in Princeton, New Jersey or at meeting locations around the United States and 
Canada selected for proximity to and ease of access by the team members. 

The purposes of NERC’s reliability assessment and performance analysis activities are to: (1) 
conduct, and report the results of, independent assessments of the overall reliability and 
adequacy of the interconnected North American bulk power system, both as existing and as 
planned; (2) analyze off-normal events on the bulk power system; (3) identify the root causes of 
events that may be precursors of potentially more serious events impacting the reliable operation 
of the bulk power system; (4) assess past reliability performance for lessons learned; (5) 
disseminate findings and lessons learned to the electric industry to improve reliability 
performance on the bulk power system; and (6) develop, and monitor performance against, 
reliability performance benchmarks.  These activities are important components of NERC’s 
mission.  By performing reliability and adequacy assessments of the bulk power system as well 
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as analyzing and determining the root causes of significant system events occurring on the bulk 
power system, NERC seeks to disseminate to owners, operators, and users of the bulk power 
system, as well as to applicable governmental authorities, information that can help prevent 
future significant system events and improve reliable operation of the bulk power system in 
North America.  Improvements in the reliable operation of the bulk power system will benefit all 
owners, operators, and users of the bulk power system and all users of electricity in North 
America.  This will provide a broad-based benefit to the public and will be in the public interest. 

Based on the portion of its professional/technical staff time, and other resources that it expects to 
devote to the performance of reliability and adequacy assessments, the analysis of significant 
system events on the bulk power system, and to the development of reliability metrics and 
benchmarks, NERC estimates that it will spend 19.0 percent of its resources on this activity. 

Reliability Assessment Program Objectives 
In conjunction with Canadian authorities and Regional Entities, to avoid duplication of 
efforts, conduct and report the results of independent assessments of the overall reliability 
and adequacy of the interconnected North American bulk power system for the summer 
of 2009, the winter of 2009/2010, and the period of 2009–2018. 

Assess and report on the key issues, risks, and uncertainties that affect or have the 
potential to affect the reliability of the existing and future bulk power system (supply 
shortages, generating unit shutdowns, fuel supply and transportation disruptions, 
droughts, floods, strikes, extreme weather, etc.). 

Address potentially negative impacts on bulk power system reliability or adequacy due to 
the operation and planning of gas supply, transportation, and storage, on the operation 
and planning of electric systems.  Review the impact of potential fuel supply or 
transportation infrastructure interruptions in reliability assessments.  Maintain a 
continuing working dialog on bulk power system reliability and adequacy issues with 
natural gas supply and transportation industry representatives. 

Investigate, assess, and report on the potential impacts of demand response initiatives, 
and introduction of renewable energy sources on the adequacy and operating reliability of 
the bulk power systems. 

Establish and maintain relationships with industry, regulatory, and governmental 
organizations involved with or having an interest in bulk power system reliability (e.g., 
DOE, FERC, Energy Information Administration (EIA), RTOs/ISOs, Electric Power 
Research Institute (EPRI), National Energy Board (NEB), Canadian provincial 
governmental agencies, etc.). 

Review international practices on emerging issues and incorporate them into the 
reliability assessment reports. 

Review regional reliability assessment processes, criteria, and methods for consistency, 
and understand their interdependency and impact on neighboring regions. 

Develop white papers on key emerging issues with associated metrics and industry action 
plans.

Develop and submit standards authorization requests (SARs), as required, for any 
deficiencies or needs revealed by reliability assessments, and solicit industry subject 
matter experts to serve on standards drafting teams. 
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At its March 12–13, 2008 meeting, the Planning Committee approved a plan to improve the 
seasonal and long-term reliability assessments.  This plan, the Reliability Assessment 
Improvement Initiative, focused on creating a platform from which the industry can address 
reliability considerations, increases the level of granularity, transparency, and 
comprehensiveness of assessments.  Additional human resources at NERC are required to 
support the plan’s implementation and execution.  The plan’s enhancements include: 

Risk assessment for Emerging Issues and determination of Scenarios 

Risk Assessment and probability analysis for the Long-Term Reliability Assessment 

Additional and improved metrics for long-term assessment 

Development and maintenance of a NERC-wide reliability assessment handbook 

Addition of on-peak and off-peak transmission and capacity reliability assessment 

Generation/fuel interdependency 

To achieve the objectives of the assessment improvement plan, NERC requires the addition of 
one FTE to the reliability assessment program.   

Federal, state, and provincial CO2 legislation is pending throughout North America.  A special 
reliability assessment is vital to quickly evaluate a variety of CO2 legislative scenarios and their 
impact on bulk power system reliability.  For NERC to perform this vital independent 
assessment in a timely manner, assistance from consultants at an estimated cost of $250,000 is 
required.

Among the specific value-added uses of NERC’s reliability assessment reports are: 

Provides an independent assessment of future bulk power system reliability used to 
support the need for generation, transmission, and demand-side management additions in 
state and provincial certificate of need proceedings. 

Provides a platform to address planning and operational reliability challenges and plans 
to meet them. 

Long-Term Reliability Assessment (once a year) 

Identifies potential reliability impacts of proposed legislation or regulations so as to 
inform policy makers, legislators, and regulators at the state, provincial and federal 
levels.

Identifies long-term reliability issues that threaten future reliability of the bulk power 
system and makes recommendations for their mitigation. 
Identifies areas for possible R&D projects that could help address long-term 
reliability issues. 

Provides a reference case projection of future supply and demand that can be used as 
a baseline for scenario analyses performed by others. 

Seasonal Reliability Assessment (twice a year: summer and winter) 
Assesses regional bulk power system planning and operational reliability. 

Evaluates preparedness to meet the challenges for the upcoming season. 

Provides a projection of available supply and demand resources. 
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Event Analysis and Information Exchange Program Objectives 
One of the NERC recommendations following the August 2003 blackout was to establish a 
reliability performance monitoring function to evaluate and report bulk power system reliability 
performance.  The Event Analysis and Information Exchange Program has made significant 
progress in implementing this blackout recommendation, but additional resources are needed for 
its full implementation.   

Nineteen analyses of significant system events have been completed since the end of 2005 and 
42 more events are under review, completion of nine has been delayed, and three more are 
awaiting the availability of staff resources.  Other related activities supported by the events 
analysis staff include: (1) establishing an information release policy and a secure industry Web 
site for the Alerts needed due to critical infrastructure concerns; (2) developing “Triage Team” 
plans and an industry support committee structure for event analysis; (3) revising the events 
tracking database; (4) providing technical support to the North American Synchro-Phasor 
Initiative; and (5) fostering improved system powerflow and dynamics modeling through 
technical symposiums. 

Conduct NERC-level analyses, prioritized based on available resources, of significant 
system events to determine root causes and lessons learned. 

Participate in regional analyses as determined by NERC. 

Record all significant system events in the NERC Events Database, created in 2006 (in 
conjunction with the Situational Awareness and Infrastructure Security Program). 

Maintain and enhance NERC's Blackout and Disturbance Response Procedures (in 
conjunction with the Situation Awareness and Infrastructure Security Program). 

Direct teams in the analysis of significant system events. 

Analyze the frequency performance of the interconnections using data from appropriate 
measurement systems. 

Establish a clear set of criteria for sorting reported system events into categories, deciding 
what level of analysis is needed, and who will undertake such analyses (triage function). 

Communicate to the industry root causes of events that may be precursors of potentially 
more serious events and other “lessons learned” from all analyses.  For these purposes, 
develop Advisories, Recommendations, and Essential Actions.  In the cases of 
Recommendations and Essential Actions, collect, summarize, and develop reports to 
FERC and governmental authorities in Canada on industry responses. 

Analyze and identify improvements to the interaction of the transmission system with 
nuclear power plants, especially related to minimum voltages required by the plants for 
the safe shutdown of reactors. 

Develop and submit SARs, as required, for any deficiencies or needs revealed by event 
analyses.

Advise the Compliance Monitoring and Enforcement Program of any potential reliability 
standards violations identified through significant system event analyses. 

Assess and report quarterly to NERC technical committees and the Board of Trustees on 
past reliability performance of the bulk power system. 
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Assess and report annually to NERC technical committees and the Board of Trustees on 
reliability performance for the previous five years, including recommendations to 
improve reliability. 
Improve understanding of dynamic system behavior by: promoting understanding of 
inter-area oscillations and their importance to system integrity, and promoting application 
of Phasor Measurement Unit-based technology to improve system operator visualization 
and operational preparedness. 
Improve performance of system protection by promoting generator/transmission 
protection and controls coordination and improvement. 
Improve system modeling by sponsoring model validation/dynamics symposiums; assist 
interconnection-wide reliability assessment groups in improving the quality of base cases 
they develop; promote development of standard file formats for exchanging real-time 
powerflow data (power system “snapshots”); and standardize the mapping of power 
system elements (generators, transmission lines, etc.) in databases and power system 
models.
Communicate regularly with the Transmission Owners and Operators Forum on findings 
from event analyses. 

These objectives will require the addition of one engineer and one manager of alerts to the Event 
Analysis and Information Exchange Program.  In addition, $122,175 is required for system 
analysis software for the new engineer. 

Reliability Metrics and Benchmarking Program Objectives 
Maintain a performance metrics “dashboard” on the NERC Web site.  

Identify and track key reliability indicators (such as system control performance, 
transmission loading relief (TLR), disturbances, etc.) as a means of benchmarking 
reliability performance and measuring reliability improvements (initiated in 2006). 

Identify and continuously monitor performance indices to detect emerging trends. 

Review reliability metrics with industry, regulatory, and governmental organizations 
involved with or having an interest in bulk power system reliability. 

Develop leading indicators to recognize and eliminate unreliable actions and at-risk 
conditions.

Establish and maintain a continuing working dialog on reliability benchmarking with 
industry representatives. 

Transmission Availability Data System (TADS) Objectives 
The NERC Planning Committee (PC) formed a task force in October 2006 to develop a proposal 
for quantifying and measuring transmission system performance and reliability.  This proposal 
was: to identify the type of transmission availability data that transmission owners should report 
to NERC; a single process for collecting such data that avoids duplication of effort; the 
transmission availability statistics that could be calculated from the reported availability data; 
and  guidelines for release of such data and statistics.  The PC approved the final report of the 
task force at its June 2007 meeting, and the NERC Board of Trustees approved the Phase I data 
collection in October 2007.  NERC contracted in 2008 for the development of custom software 
for TADS and is conducting training for data reporters under the guidance of a contracted project 
manager.   
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Based on these efforts and progress to date, NERC is working with the Energy Information 
Administration to eliminate its requirement for transmission owners to report transmission 
availability data as part of Form EIA-411, Schedule 7. 

Specific objectives for the TADS Program in 2009 include: 

Maintain and expand the Transmission Availability Data System (TADS) and report on 
trends in transmission equipment performance.  

Subject to board approval in 2008, expand the system to include historic Planned Outages 
and related metrics required by the TADS Task Force.

Eliminate the need for duplicate Transmission Owner reporting via EIA-411.   

Export data from TADS to fulfill the EIA-411 Schedule 7 requirements. 

Evaluate the feasibility of expanding TADS to cross reference TADS and GADS 
automatic outage events.  (Events which automatically cause outage events on both 
transmission circuits and generators should be integrated and such trends tracked via 
TADS.)

To meet the above objectives of the Transmission Availability Data System (TADS) will require  
contract software development at a cost of $150,000. 

Since becoming the Electric Reliability Organization, NERC has taken on the role of being an 
independent source of reliability performance information, thereby fulfilling one of the 
recommendations in the April 2004 U.S.–Canada Power System Outage Task Force Report on 
the August 14, 2003 blackout.  We believe that the greatest use of TADS data will be for outage 
cause analysis and outage event analysis.  Event analysis will aid in the determination of credible 
contingencies and will result in better understanding.  This understanding should be used to 
improve planning and operations.  Ultimately, these improvements should result in improved 
transmission system performance.  In addition, trending performance within each Region against 
its own history will show how that region’s performance is changing over time.  It will take a 
number of years of data collection (five years was suggested by several commenters) before the 
data can be useful for trend analysis.  A through-time comparison is appropriate for evaluating a 
region’s performance.  However, because regional metrics will be published, regional 
comparisons by others are inevitable.  Given the vast physical differences among regions and 
Transmission Owners (weather, load density, geography, growth rate, system age, customer mix, 
impact of significant events, average circuit mileage, etc.), we believe comparisons for the 
purposes of identifying relative performance between regions are not appropriate. 

Generating Availability Data System (GADS) Objectives 
NERC maintains a Generating Availability Data System (GADS) on the performance of electric 
generating equipment; provides assistance to those researching information on power plant 
availability; supports equipment reliability and availability analyses and other decision-making 
processes; facilitates the use of GADS data in conducting assessments of generation resource 
adequacy; and reports on trends in generating equipment performance. 

GADS is used extensively throughout the industry to support resource adequacy studies and 
improve the availability performance of generating equipment.  The 2009 budget for this 
program includes funding for the following: 
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Continued upgrades and improvements to pc-GAR plus maintenance and upgrades to 
other GADS-related programs, such as edit and entry programs.  

Complete work on translation tables to convert INPO data to the GADS format for 
collecting all nuclear data to reduce the reporting burden on data reporters (i.e., report 
once to both databases).  Develop web interface data collection, editing and return reports 
program.  (This software would allow reporters to batch GADS event and performance 
data to the software which will edit, mark errors, and return reports to the user without 
human interface.  It will store all event and performance records as “good data” or “data 
with errors.”  It will be a quick turn around and remove the need for some technical 
analyst support.) 

Place pc-GAR on the web.  Set up account numbers where entities can use the software 
on a subscription basis as needed and access the same executable problems as NERC now 
sends them on CDs.  This will lead to increased use of pc-GAR and more income from 
use of the software. 

In 2009 NERC will pursue additional special contracts with analysts for the application of GADS 
data.  (One such agreement is in place, which yields income to NERC when the contractor makes 
use of GADS data in fulfilling contract services with clients.)  In addition, as of July 2008 NERC 
has implemented an across the board increase in the pricing of all GADS products and services.
This includes GADS consulting and training, sales of pc-GAR, sales of manufacturers support 
services to equipment manufacturers and workshops.  In 2009 it is expected that proceeds from 
the sale of GADS products and services will cover all direct  and indirect expenses associated 
with this activity. 

To meet the above objectives, the Generating Availability Data System (GADS) requires 
contract software development at a cost of $135,000. 
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Reliability Assessment and Performance Analysis Program 
Funding sources and related expenses for the reliability assessment and performance analysis 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 2,731,436$    2,731,436$    -$                    3,540,071$    808,635$               
Membership Dues -                 -                 -                      -                 -                         
Testing Fees -                 -                 -                      -                 -                         
Services & Software 150,000         225,000         75,000                450,000         225,000                 
Workshops -                 -                 -                      -                 -                         
Interest -                 -                 -                      -                 -                         
Miscellaneous -                 -                 -                      -                 -                         

Total Funding 2,881,436$   2,956,436$   75,000$             3,990,071$    1,033,635$           

Expenses
Personnel Expenses

Salaries 1,597,025$    1,583,006$    (14,020)$             1,967,410$    384,405$               
Payroll Taxes 87,313           86,547           (766)                    116,795         30,249                   
Benefits 212,587         210,721         (1,866)                 235,033         24,313                   
Retirement Costs 203,611         214,230         10,619                275,341         61,111                   

Total Personnel Expenses 2,100,536$   2,094,503$   (6,033)$              2,594,580$    500,077$              

Meeting Expenses
Meetings 92,500$         165,274$       72,774$              184,000$       18,726$                 
Travel 203,400         237,500         34,100                263,875         26,375                   
Conference Calls -                 5,000             5,000                  10,000           5,000                     

Total Meeting Expenses 295,900$      407,774$      111,874$           457,875$       50,101$                

Operating Expenses
Consultants 75,000$         201,270$       126,270$            376,270$       175,000$               
Contracts 410,000         295,000         (115,000)             385,000         90,000                   
Office Rent -                 -                 -                      -                 -                         
Office Costs -                 43,177           43,177                54,171           10,994                   
Professional Services -                 -                 -                      -                 -                         
Computer Purchase & Maintenance -                 117,075         117,075              122,175         5,100                     
Furniture & Equipment -                 -                 -                      -                 -                         
Miscellaneous -                 -                 -                      -                 -                         
Contingency -                 -                 -                      -                 -                         

Total Operating Expenses 485,000$      656,522$      171,522$           937,616$       281,094$              

Other Non-Operating Expenses -$              -$              -$                   -$               -$                      

Total Expenses 2,881,436$   3,158,799$   277,363$           3,990,071$    831,272$              

Change in Assets -$               (202,363)$      (202,363)$           -$               202,363$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Partial funding for this program in 2009 is provided through assessments to LSEs or 
designees (mandatory in the United States).  Additional funding is obtained through the 
sale of the Generating Availability Data System (GADS) products and services. 

Personnel Expenses 
One additional FTE budgeted for assessments and two additional FTEs in event analysis.  
In addition, a .5 FTE reduction will result from sharing an administrative assistance with 
the training program area. 

Meeting Expenses 
Meeting and travel cost increases reflect the impact of added staff and anticipated 
inflation.

Operating Expenses 
Consultants:  A $250,000 increase is for the planned evaluation of CO2 legislation and its 
impact on the reliability of the bulk power system. 

Contracts:  Additional $140,000 to support the Reliability Assessment Improvement 
Initiative.
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Situational Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

                                     2008 Budget                   2008 Projection                      2009 Budget
Total FTEs 5.0 6.0 7.0 
Total Direct 
Expenses

$3,244,461 $3,578,688 $5,581,405 

Total Indirect 
Expenses

$623,977 $885,263 $1,311,793 

Total Expenses $3,868,438 $4,463,951 $6,893,198 

Background 
NERC’s Situational Awareness and Infrastructure Security (SAIS) program is a cross-functional 
program that encompasses a broad array of coordinated, complementary activities intended to: 

address critical infrastructure protection issues across NERC’s program areas consistent 
with each program’s scope, unique authority, policies, procedures, and protocols; 

facilitate the timely exchange of information between government agencies and owners, 
operators, and users of the bulk power system about threats and vulnerabilities to the 
electricity infrastructure; 

develop and maintain processes, procedures, and tools that address industry’s situation 
awareness and infrastructure security needs; and 

monitor conditions on the bulk power system and rapidly communicate substantive 
changes in those conditions to relevant parties. 

Achieving these goals helps NERC fulfill its overall mission for the benefit of owners, operators 
and users of the bulk power system and, ultimately, provides a broad-based benefit to the public.
SAIS activities are carried out primarily by NERC’s professional and technical staff at its 
headquarters in Princeton, New Jersey or at other locations in various cities within the United 
States and Canada, as selected from time to time for the convenience of the meeting attendees. 

Based on the portion of its professional/technical staff time and other resources that it expects to 
devote to the situation awareness program, NERC estimates that it will spend 19.7 percent of its 
resources on this activity. 

Activities in the SAIS program are grouped into three functional areas: critical infrastructure 
protection, ES-ISAC operations, and reliability tools and support services. 

Critical Infrastructure Protection 
Critical infrastructure protection for the electricity sector consists of a collection of strategic and 
tactical initiatives aimed at improving the overall resiliency of the bulk power system in North 
America to threats and vulnerabilities.  These threats include physical and cyber security, 
particularly involving SCADA and process control systems; cross-sector dependencies and their 
implications to planning and operations; and emergency response and business continuity 
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planning, including training and exercises.  NERC coordinates, collaborates, and facilitates many 
of these initiatives on behalf of the electricity sector. 

As the international electric reliability organization (ERO), NERC must be at the forefront with 
respect to critical infrastructure protection issues and ensure that its efforts are complementary to 
the efforts of governmental agencies and the industry. NERC and the industry share a mutual 
goal to ensure that threats to the reliability of the bulk power system, especially cyber security 
threats, are clearly understood and that there are no gaps or confusion with respect to 
responsibilities for mitigating those threats. 

Recognizing the critical differences associated with cyber security threats to bulk power system 
reliability, as compared to other reliability issues NERC and the industry face, NERC will 
consolidate responsibility for coordination of cyber security matters across all NERC activities 
into a single responsibility area.  NERC will staff a senior executive to be the Chief Security 
Officer (CSO) who will serve as a single point of contact for the industry, the Electricity Sector 
Steering Group (ESSG), and government stakeholders seeking to communicate with NERC on 
cyber and other infrastructure security matters. 

Electricity Sector Information Sharing and Analysis Center (ES-ISAC) Operations 
NERC formed the ES-ISAC in 1999 to gather and disseminate information pertinent to the 
growing terrorist threat against critical infrastructure.  Since then, the ES-ISAC has expanded its 
scope to include information about all types of threats to reliability of the bulk power system in 
particular and electricity infrastructure in general, including natural disasters, power system 
operational issues, and physical and cyber security. In May 2008, the NERC board created the 
Electricity Sector Steering Group (ESSG) to enhance strategic and policy guidance to the ES-
ISAC and to provide broad electricity sector participation and support on critical infrastructure 
security matters. 

The ES-ISAC performs the following functions: 

Receives reports of physical- and cyber-security related incidents from electricity sector 
participants and assists government agencies in analyzing them to uncover trends. 

Disseminates threat and vulnerability alerts to electric sector participants. 

Maintains situation awareness and communicates significant bulk power system events to 
United States and Canadian government agencies, electric sector participants, and other 
critical infrastructures as necessary. 

Liaises with the ISACs of other critical infrastructure sectors. 

Analyzes sector interdependencies. 

Participates in infrastructure exercises. 

Reliability Tools and Support Services 
To help achieve its reliability mission, NERC provides tools and other support services for the 
use and benefit of bulk power system operators including reliability coordinators.  These tools 
provide situation awareness and rapid communications capability, help implement transmission 
loading relief procedures, and meet requirements for same-time information to market 
participants and others.  NERC also assesses new and emerging technologies and, as appropriate, 
encourages and facilitates their development into tools and services that enhance the reliability of 
the bulk power system. 
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Creation and management of tools are consistent with guidelines established by NERC’s Board 
of Trustees.  A description of each tool NERC currently supports is provided in the NERC
Reliability Tools and Support Services Catalog.

Situational Awareness and Infrastructure Security Program Objectives for 2009 

Critical Infrastructure Protection 
NERC will formally establish a Critical Infrastructure Protection program in 2008 as one of 
NERC’s statutory functions.  The program will be led by the NERC Chief Security Officer 
reporting to the NERC CEO with guidance from the ESSG.  The CSO will have responsibility 
for: 

Assuring the Rules of Procedure for all NERC programs are implemented in a timely and 
effective manner with respect to critical infrastructure protection; 

Evaluating and recommending any changes to the Rules of Procedure necessary to 
achieve the objectives of the Critical Infrastructure Protection program; 

Assuring coordination between NERC and the respective government agencies with 
respect to all critical infrastructure protection matters, especially where confidentiality is 
an issue; 

With assistance from the regional entities, initiate an assessment with metrics and 
recommendations of the preparedness of the users, owners, and operators on the NERC 
compliance registry to address cyber security threats; and 

Represent NERC in the Partnership for Critical Infrastructure Security. 

NERC’s Critical Infrastructure Protection program will focus attention in 2009 on the following 
specific initiatives: 

Develop an alternative standard setting process for cyber security standards that provides 
for an accelerated review of the existing critical infrastructure protection standards to 
incorporate the comments from FERC and to consider the extent to which elements of the 
National Institute of Standards and Technology (NIST) standards should be included in 
the NERC cyber security standards. 

Continue with the assessment of the industry’s preparedness to address cyber security 
threats and make recommendations for preventing cyber intrusions.  As part of this 
assessment, evaluate the industry’s capability for isolating and limiting attacks so they 
remain within its abilities to withstand any subsequent equipment losses and restore the 
system quickly. 

In consultation with Critical Infrastructure Protection Committee (CIPC) leadership, re-
examine the charter and scope of the Critical Infrastructure Protection Committee to 
maximize its contribution to NERC and the industry with respect to cyber security 
protection.

With the guidance of the ESSG, establish a protocol with DHS, DOE, FERC, and their 
Canadian counterparts to ensure comprehensive cyber security threat analysis and risk 
assessment is available to NERC from a consolidated government voice, with industry 
users, owners, operators able to participate directly. 
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Work with the ESSG, FERC, and applicable Canadian authorities to identify the most 
effective and secure method of assessing cyber security preparedness and performance. 

Establish communication protocols for responding to public and media questions on 
matters associated with Critical Infrastructure Protection, especially with regard to cyber 
security.

Work with NERC’s CIPC to create plans for electric sector preparedness and emergency 
response exercises to be executed in 2010 and 2011. 

Work with the ISAC Council and CIPC to define a strategy for addressing cross-sector 
interdependency issues. 

Participate in exercises designed to identify cross-sector dependencies. 

Work with the ISAC Council and CIPC to prepare guidance on how to account for 
these dependencies in planning and operations. 

Actively manage the Infrastructure Security Guideline Program. 

Review and improve existing security guidelines. 
Develop new security guidelines to meet the needs of the electricity sector. 

Consider whether any guidelines should be developed into NERC standards. 

Support other NERC business units’ activities related to CIP standards.

Identify priority activities for NERC in DOE’s Roadmap to Secure Control Systems in 
the Energy Sector and, with DOE, create action plans for CIPC or other relevant NERC 
groups’ consideration. 

Monitor the progress of the DOE-sponsored Detection and Analysis of Threats in the 
Energy Sector (DATES) project and identify opportunities for active participation. 

Identify priority activities for NERC in the Department of Homeland Security’s (DHS) 
National Infrastructure Protection Plan and, with DHS, create action plans for CIPC or 
other relevant NERC groups’ consideration. 

Participate in the DHS-sponsored activities to create and implement performance 
metrics related to its National Infrastructure Protection Plan.  

Strengthen relationships with governmental entities and continue ongoing efforts to build 
long-lasting partnership and collaboration. 

ES-ISAC
Enhance the capability to monitor conditions on the bulk power system and rapidly 
communicate conditions to appropriate stakeholders. 

Continue the deployment of the Situational Awareness Tool to all reliability 
coordinators with completion targeted for 2010.   
Deploy an emergency notification system. 

Upgrade threat and incident reporting mechanisms. 

Build effective coordination and communications channels with NERC’s Events Analysis 
and Communications program areas.

Document an emergency communications plan and revise the ES-ISAC Concept of 
Operations as appropriate.
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Establish a location within NERC’s present office space to house ES-ISAC operations 
during grid emergencies.  Target operation date June 2009.

Upgrade telecommunications to ensure rapid information sharing between critical 
stakeholders and to enable on-demand meetings between ES-ISAC and other NERC 
staff, FERC, DOE, Canadian provincial authorities and other relevant parties during 
emergency operations as well as during periods of increased risk to the bulk power 
system.
Provide centralized displays of information from existing situational awareness tools 
(Resource Adequacy, RCIS, F-net, NERC SAT, etc.).

Reliability Tools and Support Services 

Manage the North American SynchroPhasor Initiative (NASPI) project. 
Continue to fund the contracted professional project manager. 

Prepare annual business plans for NASPI with critical milestones and funding 
requirements. 
Develop regulatory support and approval for NASPI at provincial, state, and federal 
levels.

Resolve industry concerns about data availability, disclosure, and confidentiality.
Develop and implement recommendations for NERC’s on-going role in NASPI over 
the mid- and long-term. 

Ensure the successful installation of phasor measurement units at all key locations in 
the North American interconnections to provide optimal coverage and wide-area 
visibility.

Contract with TVA to expand use of its existing super data concentrator to collect 
data from new phasor measurement units. 
Identify up to seven locations in North America to house additional super data 
concentrators to improve data collection performance, reliability, and availability.  
Acquire necessary hardware and software to deploy at least three new sites in 2009, 
with the remainder to come on-line in 2010. 
Design and begin to construct the telecommunications network required to exchange 
data between super data concentrators and to deliver information created from that 
data to control centers. 

With appropriate technical committees, evaluate the need for and document requirements 
of new tools or improved functionality for existing tools (e.g., Interchange Distribution 
Calculator), and initiate upgrades using approved management processes.  

Meet performance and availability expectations for reliability tools and improve the 
support function to meet user expectations. 

In order to meet the objectives of the Situational Awareness and Infrastructure Security program 
for 2009, NERC will need to add one FTE.  
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Situational Awareness and Infrastructure Security Program 
Funding sources and related expenses for the situation awareness and infrastructure security 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 3,139,461$       3,139,461$       -$                    5,546,405$       2,406,944$            
Membership Dues -                   -                   -                      -                   -                         
Testing Fees -                   -                   -                      -                   -                         
Services & Software 105,000            110,000            5,000                   35,000              (75,000)                  
Workshops -                   -                   -                      -                   -                         
Interest -                   -                   -                      -                   -                         
Miscellaneous -                   -                   -                      -                   -                         

Total Funding 3,244,461$      3,249,461$      5,000$                5,581,405$       2,331,944$           

Expenses
Personnel Expenses

Salaries 693,952$          756,251$          62,299$               1,128,361$       372,110$               
Payroll Taxes 40,030              43,624              3,594                   60,213              16,590                   
Benefits 45,865              49,983              4,117                   71,821              21,838                   
Retirement Costs 79,654              108,631            28,977                 143,375            34,743                   

Total Personnel Expenses 859,501$         958,488$         98,987$              1,403,770$       445,282$              

Meeting Expenses
Meetings 102,000$          80,000$            (22,000)$             65,000$            (15,000)$                
Travel 80,100              135,000            54,900                 125,161            (9,839)                    
Conference Calls -                   -                   -                      5,000                5,000                     

Total Meeting Expenses 182,100$         215,000$         32,900$              195,161$          (19,839)$               

Operating Expenses
Consultants 250,000$          250,000$          -$                    1,453,000$       1,203,000$            
Contracts 1,952,860         2,149,860         197,000               2,373,600         223,740                 
Office Rent -                   -                   -                      -                   -                         
Office Costs -                   5,340                5,340                   30,874              25,534                   
Professional Services -                   -                   -                      -                   -                         
Computer Purchase & Maintenance -                   -                   -                      -                   -                         
Furniture & Equipment -                   -                   -                      125,000            125,000                 
Miscellaneous -                   -                   -                      -                   -                         
Contingency -                   -                   -                      -                   -                         

Total Operating Expenses 2,202,860$      2,405,200$      202,340$            3,982,474$       1,577,274$           

Other Non-Operating Expenses -$                 -$                 -$                    -$                 -$                       

Total Expenses 3,244,461$      3,578,688$      334,227$            5,581,405$       2,002,716$           

Change in Assets -$                (329,227)$       (329,227)$          -$                 329,227$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situational Awareness and Infrastructure Security
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Primary funding for this program is provided by assessments to LSEs or designees 
(mandatory in the United States).  Additional funding is obtained through fees charged 
for Electricity Supply and Demand software and royalties on the Flowgate Impact Study 
Tool software.  Transmission System Information Network user fees are now collected 
by the North American Energy Standards Board.  

Personnel Expenses 
The increase reflects one FTE (CSO) to be added in 2009, and salary increases for current 
staff. 

Meeting Expenses 
A reduction in expenses is achieved as a result of greater utilization of conference calls 
rather than in-person meetings, limiting meeting locations to places where lower, pre-
negotiated rates are available, and reduced travel costs for NERC staff by holding a 
greater percentage of meetings in Princeton. 

Operating Expenses 
Consultants:  $1,453,000 for NASPI Manager and project costs associated with TVA 
transition to new role as paid provider of Phasor Management Unit data concentrator 
services.

Contracts:  Increases mainly for nerc.net telecommunications and the Interchange 
Distribution Calculator contract. 

Office Costs:  $25,000 in added communications costs associated with emergency 
response room. 

Furniture and Equipment:  $125,000 estimated to outfit an emergency response room. 
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AAddmmiinniissttrraattiivvee SSeerrvviicceess
Technical Committees and Members� Forums 

Technical Committees and Members� Forums 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 2.0 2.0 2.0 
Total Direct 
Expenses $888,287 $793,236 $857,572 

Technical Committees 
NERC’s technical committees (Operating Committee (OC), Planning Committee (PC), Critical 
Infrastructure Protection Committee (CIPC), and their subgroups) integrate the “deliverables” of 
NERC’s programs.  These committees provide expertise and technical advice and support for all 
NERC programs. 

They also serve as forums for technical discussion and integration of the output of each NERC 
program; and to provide expert technical opinions on all reliability matters to the NERC 
programs and the Board of Trustees.  While the cost of joint meetings of the OC, PC, and CIPC 
were included in the 2008 budget for this program area, actual 2008 expenses and the 2009 
budget for these joint meetings are recorded in other areas.  The OC and PC meeting costs are in 
Reliability Assessments and Performance Analysis and CIPC meeting costs are recorded in 
Situational Awareness and Infrastructure Security. 

Forums
NERC’s Rules of Procedure also provide for forums that serve the interest of NERC members 
within individual industry sectors, and as a result, also help improve the reliability of the bulk 
power system. 

NERC presently has one forum  the Transmission Owners and Operators Forum  whose 
purpose is to improve the reliability and security of the bulk power system by facilitating the 
pursuit of operational excellence through a forum where transmission owners and operators can 
identify and exchange information on best practices for reliable operations, evaluate their own 
performances against those best practices, disseminate lessons learned from disturbances and 
near misses, and facilitate the utilization of such information in a timely manner, among other 
things.

NERC forums are financially self-sufficient and therefore do not rely on funds from NERC’s 
assessments.  However, the Forum’s charter specifies that the NERC board approve the Forum’s 
budget.  Membership dues received from Forum members are functionally separated from ERO 
assessments received from load-serving entities or their designees.  To the extent Forum 
membership dues exceed Forum expenses in any year, such excess will be held for Forum use 
and not used to support NERC activities. 

The Transmission Owners and Operators Forum currently contracts with NERC to provide 
administrative services and employee benefits, for which the Forum reimburses NERC. 
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Technical Committees and Member Forums 
Funding sources and related expenses for the Member Forums section of the 2009 business plan 
are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 713,288$       713,288$       -$                    -$                     (713,288)$              
Membership Dues 175,000         785,000         610,000              857,572               72,572                   
Testing Fees -                -                -                      -                       -                         
Services & Software -                -                -                      -                       -                         
Workshops -                -                -                      -                       -                         
Interest -                -                -                      -                       -                         
Miscellaneous -                -                -                      -                       -                         

Total Funding 888,288$      1,498,288$   610,000$           857,572$             (640,715)$             

Expenses
Personnel Expenses

Salaries 435,171$       408,437$       (26,734)$             502,740$             94,303$                 
Payroll Taxes 19,582           32,249           12,667                21,438                 (10,812)                  
Benefits 46,731           46,731           -                      51,837                 5,107                     
Retirement Costs 39,403           48,432           9,029                  72,897                 24,465                   

Total Personnel Expenses 540,887$      535,849$      (5,038)$              648,912$             113,063$              

Meeting Expenses
Meetings 140,000$       30,000$         (110,000)$           30,000$               -$                       
Travel 32,400           17,768           (14,632)               18,660                 891                        
Conference Calls -                -                -                      -                       -                         

Total Meeting Expenses 172,400$      47,768$        (124,632)$          48,660$               891$                     

Operating Expenses
Consultants 175,000$       -$              (175,000)$           -$                     -$                       
Contracts -                204,219         204,219              160,000               (44,219)                  
Office Rent -                -                -                      -                       -                         
Office Costs -                5,400             5,400                  -                       (5,400)                    
Professional Services -                -                -                      -                       -                         
Computer Purchase & Maintenance -                -                -                      -                       -                         
Furniture & Equipment -                -                -                      -                       -                         
Miscellaneous -                -                -                      -                       -                         
Contingency -                -                -                      -                       -                         

Total Operating Expenses 175,000$      209,619$      34,619$             160,000$             (49,619)$               

Other Non-Operating Expenses -$              -$              -$                   -$                     -$                      

Total Expenses 888,287$      793,236$      (95,052)$            857,572$             64,336$                

Change in Assets 0$                 705,052$      705,052$           -$                     (705,052)$             

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Source of funding is dues charged to the Transmission Owners and Operators Forum 
members who fully support their activities. 

Personnel Expenses 
The increase reflects salary increases and one FTE added during the first quarter of 2008, 
having a full year of expense reflected in 2009. 

Meeting Expenses 
Anticipated expenses for the Transmission Owners and Operators Forum.  Expenses for 
joint meetings of the OC, PC, and CIPC, which were budgeted here in 2008, are being 
recorded and budgeted in other areas. 

Operating Expenses 
Contract expense is to reimburse NERC for certain services provided to the Forum, such 
as management of medical and retirement benefit plans, HR services, payroll services, 
accounts receivable, and financial reporting.  The offsetting credit for this expense 
charged to the Forum is shown under General and Administrative contract expense. 
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General and Administrative 

General and Administrative 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 3.0 6.0 6.0 
Total Direct 
Expenses $3,206,819 $4,596,231 $5,468,985 

Background 
The General and Administrative department consists of the president and CEO, the executive 
vice president, the director of inter-governmental affairs, a communications specialist, and two 
administrative assistants.  Their responsibilities include oversight and management of all NERC 
activities, interaction with the Board of Trustees and Regional Entity Management Group, and 
managing relationships with governmental agencies, regulators, and other industry organizations. 
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General and Administrative 
Funding sources and related expenses for the general and administrative section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 3,006,819$    3,761,856$    755,037$            5,268,985$    1,507,129$            
Membership Dues -                 -                 -                      -                 -                         
Testing Fees -                 -                 -                      -                 -                         
Services & Software -                 -                 -                      -                 -                         
Workshops -                 -                 -                      -                 -                         
Interest 200,000         200,000         -                      200,000         -                         
Miscellaneous -                 -                 -                      -                 -                         

Total Funding 3,206,819$    3,961,856$   755,037$           5,468,985$    1,507,129$           

Expenses
Personnel Expenses

Salaries 705,081$       1,357,783$    652,702$            1,391,965$    34,182$                 
Payroll Taxes 24,348           48,548           24,200                52,549           4,001                     
Benefits 50,380           100,453         50,073                159,472         59,019                   
Retirement Costs 90,110           177,712         87,602                201,835         24,123                   

Total Personnel Expenses 869,919$      1,684,496$   814,577$           1,805,820$    121,324$              

Meeting Expenses
Meetings 139,000$       164,000$       25,000$              172,200$       8,200$                   
Travel 155,900         163,695         7,795                  198,850         35,155                   
Conference Calls 113,000         121,671         8,671                  83,872           (37,799)                  

Total Meeting Expenses 407,900$      449,366$      41,466$             454,922$       5,556$                  

Operating Expenses
Consultants -$               -$               -$                    -$               -$                       
Contracts -                 (204,219)        (204,219)             (160,000)        44,219                   
Office Rent 680,000         680,000         0                         711,523         31,523                   
Office Costs 470,000         452,551         (17,449)               494,223         41,672                   
Professional Services 720,000         720,000         -                      710,000         (10,000)                  
Computer Purchase & Maintenance -                 -                 -                      -                 -                         
Furniture & Equipment 55,000           55,000           -                      55,000           -                         
Miscellaneous 4,000             4,000             -                      4,000             -                         
Contingency -                 -                 -                      -                 -                         

Total Operating Expenses 1,929,000$    1,707,333$   (221,667)$          1,814,747$    107,414$              

Other Non-Operating Expenses -$               755,037$       755,037$           1,393,496$    638,459$              

Total Expenses 3,206,819$    4,596,231$   1,389,412$        5,468,985$    872,753$              

Change in Assets -$               (634,375)$      (634,375)$           -$               634,375$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Primarily funded through assessments to LSEs or designees (mandatory in the United 
States).  Additional funding from interest or cash balances. 

Personnel Expenses 
The 2008 projection includes three FTEs that were budgeted in other areas; two were in 
Reliability Standards and one was in Legal and Regulatory.  No additional FTEs are 
being added in 2009.  The increases reflect rate adjustments for current staff. 

Meeting Expenses 
As a result of greater utilization of conference calls rather than in-person meetings, 
limiting meeting locations to places where lower, pre-negotiated rates are available, and 
reduced travel costs for NERC staff by holding a greater percentage of meetings in 
Princeton, costs are not expected to increase.

Operating Expenses 
The credit in contracts represents the reimbursement for certain services provided to the 
Transmission Owners and Operators Forum. 

This department also budgets for Board of Trustees fees, office costs, office rent, and 
furniture and equipment. 

Other Non-Operating Expenses 
The amount included in “ERO Assessments” and “Other Non-Operating Expenses” to 
achieve a working capital reserve of $2,500,000 is $1,129,352 (see Table 5 on page 79).
In the past, the amount required to increase the reserve was not included in the 
assessments budget but was included in the actual assessments to LSEs creating an 
ongoing need for an explanation of the variance.  Also included is $264,144 to recoup 
assessments from prior years (2007 and 2008) which are uncollectable, as follows: 

$17,769 is for 2007 uncollected assessments from entities that were no longer 
serving load; 
$246,375 is for 2007 and 2008 assessments uncollected because the NEL for some 
LSEs was reported by more than one balancing authority and was therefore 
overstated.

While developing the 2009 budget, NERC staff completed an analysis of working capital reserve 
amounts requested and approved in previous budgets.  In the past the budgeted reserve balances 
were established at an amount equal to 10 percent of total assessments.  The analysis compared 
previously budgeted reserves to actual and forecasted cash on hand during the course of the 
operating year.  In addition, actual and forecasted cash on hand was compared to expected 
reserve levels, assuming a continuation of the previously employed methodology.  It was 
concluded that a reserve equal to 10 percent of the budgeted 2009 assessments was not required.  
In addition, based upon historic month-end cash balances, which are typically expected to reach 
a low point in December, staff concluded that a working capital reserve equal to $2,500,000 was 
sufficient.  This reserve amount, along with a bank revolving line of credit of $4,000,000 is 
expected to provide adequate working capital to support expected operating activities.  This 
reserve amount was recommended to and accepted by NERC’s Finance and Audit Committee. 
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Legal and Regulatory 

Legal and Regulatory 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 5.0 3.0 4.0 
Total Direct 
Expenses $1,601,283 $1,496,908 $2,986,510 

Background 
The legal department will provide legal advice to the CEO, Board of Trustees, staff, and 
stakeholders on all legal and regulatory matters affecting NERC; review items filed with 
governmental units for legal sufficiency; maintain relationships with the United States, 
Canadian, and Mexican jurisdictions; review all contracts; and retain and oversee work of 
outside counsel. 

2009 Goals and Objectives 
Obtain recognition of NERC as the electric reliability organization in all nine Canadian 
jurisdictions. 

Achieve mandatory reliability standards in all nine Canadian jurisdictions, with 
enforcement comparable to that in the United States. 

Complete and file with the Federal Energy Regulatory Commission the three-year 
performance assessment of NERC and the Regional Entities required by section 39.3(c) 
of the Commission’s regulations and the July 20, 2006 Order Certifying NERC as the 
“electric reliability organization” under Section 215 of the Federal Power Act. 

Obtain regulatory approvals for new and revised reliability standards on a timely basis. 

Process all appeals of compliance actions in an effective and efficient manner. 

In order to achieve the goals and objectives as stated above, the Legal and Regulatory 
department will need to hire one additional attorney. 

Section 39.3(c) of the Commission’s regulations require NERC to file a performance assessment 
three years following its certification as the “electric reliability organization” under section 215 
of the Federal Power Act and every five years thereafter.  NERC’s first performance assessment 
is due July 20, 2009.  As a part of its performance assessment, NERC must include a 
performance assessment for each of the eight organizations designated as regional entities in the 
delegation agreements that NERC entered into and FERC approved.  Section 39.3(c)(1) of 
FERC’s regulations is specific about what must be included in the performance assessment: 

“(1) The Electric Reliability Organization’s assessment of its performance shall include:  
“(i) An explanation of how the Electric Reliability Organization satisfies the 

requirements of § 39.3(b) [NOTE: Section 39.3(b) sets out the criteria NERC 
had to meet to become certified as the electric reliability organization];  

“(ii) Recommendations by Regional Entities, users, owners, and operators of the 
Bulk-Power System, and other interested parties for improvement of the 
Electric Reliability Organization’s operations, activities, oversight and 
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procedures, and the Electric Reliability Organization’s response to such 
recommendations; and  

“(iii) The Electric Reliability Organization’s evaluation of the effectiveness of 
each Regional Entity, recommendations by the Electric Reliability 
Organization, users, owners, and operators of the Bulk-Power System, and 
other interested parties for improvement of the Regional Entity’s performance 
of delegated functions, and the Regional Entity’s response to such evaluation 
and recommendations.”

To satisfy the requirement for the July 2009 performance assessment, NERC must assess its own 
performance using the criteria identified by the Commission, and in addition, must evaluate the 
effectiveness of the eight regional entities.  To the extent it is possible to carry out the 
performance assessments without jeopardizing ongoing programs, NERC will do so.  However, 
NERC believes it will be necessary to retain consulting services to assist in carrying out the 
performance assessments and preparing the filing.  NERC estimates the cost of the consulting 
service for the assessment of NERC itself will be $250,000 and the cost for the assessment of 
each region will be $100,000.  Because the requirement for the performance assessment was 
established in orders of the Federal Energy Regulatory Commission, NERC will allocate the 
costs of the performance assessment only to U.S. entities.
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Legal and Regulatory 
Funding sources and related expenses for the legal and regulatory section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,601,283$    1,601,283$    -$                    2,986,510$    1,385,227$            
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 1,601,283$   1,601,283$   -$                   2,986,510$    1,385,227$           

Expenses
Personnel Expenses

Salaries 848,599$       651,012$       (197,587)$           961,205$       310,193$               
Payroll Taxes 39,344           30,183           (9,161)                 38,817           8,634                     
Benefits 84,142           64,550           (19,592)               83,870           19,319                   
Retirement Costs 74,898           94,397           19,499                133,937         39,541                   

Total Personnel Expenses 1,046,983$   840,142$      (206,841)$          1,217,830$    377,687$              

Meeting Expenses
Meetings 3,000$           3,000$           -$                    3,000$           -$                       
Travel 51,300           37,715           (13,585)               49,000           11,285                   
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 54,300$        40,715$        (13,585)$            52,000$         11,285$                

Operating Expenses
Consultants -$              -$              -$                    1,050,000$    1,050,000$            
Contracts -                108,000         108,000              108,000         -                         
Office Rent -                -                -                      -                -                         
Office Costs -                8,050             8,050                  8,680             630                        
Professional Services 500,000         500,000         -                      550,000         50,000                   
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 500,000$      616,050$      116,050$           1,716,680$    1,100,630$           

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 1,601,283$   1,496,908$   (104,375)$          2,986,510$    1,489,602$           

Change in Assets -$              104,375$       104,375$            -$              (104,375)$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Legal and Regulatory
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the United States). 

Personnel Expenses 
The reduction in expense from 2008 budget to projection is due to one FTE being 
transferred to General and Administrative and another budgeted position being filled by a 
contractor instead of an employee.  The increase in 2009 costs is for one additional FTE 
and salary increases for the current staff. 

Meeting Expenses 
The increase is related to one additional FTE. 

Operating Expenses 
Consultants:  $1,050,000 anticipated as the cost of a self assessment required by FERC.  
This cost to be assessed to LSEs or designees in the United States only. 



Section A — 2009 Business Plan 

2009 NERC Business Plan and Budget — Version 3.1 64 
Approved by Board of Trustees: July 30, 2008 

Information Technology 

Information Technology 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 8.0 8.0 8.0 
Total Direct 
Expenses $2,303,735 $2,295,075 $2,467,531 

Background 
NERC relies on Information Technology (IT) to achieve its reliability mission.  IT provides the 
foundational computer networks, systems, and tools that drive NERC’s day-to-day business 
processes and ensures that these information assets meet NERC’s existing and future needs.  IT 
also supports the development, implementation, and operation of reliability tools used by system 
operators and others to monitor system conditions in near-real time.   

Responsibilities encompass a variety of complex technical, administrative, and supervisory work 
in the development, installation, and maintenance of information technology systems.  IT goals 
include, but are not limited to: 

Establishing and directing the strategic long-term goals, policies, and procedures of 
NERC’s information technology department, which complement NERC’s strategic goals 
and reliability mission. 

Assessing NERC’s evolving business environment and recommending technology 
solutions to drive productivity, efficiency, and effectiveness. 

Planning and implementing organization-wide information systems, services, and 
network facilities, including local area networks, wide-area networks, and peripheral 
systems to meet the needs of a large, diverse user base, both internal and external to 
NERC.

Ensuring all information systems are functional and secure, and all applications running 
on those systems meet business requirements for performance, availability, and security. 

Creating and managing an information security program aimed at reducing risk to 
acceptable levels.

Information Technology Objectives 
Achieve compliance with NERC’s Cyber Security Standards CIP-002–CIP-009 by June 
30, 2009. 

Continue the development, integration, and expansion of databases and applications into 
a unified NERC-wide Information Management System.  This system will ultimately 
feed active content to NERC’s Web site.   

Initiate the second phase of NERC’s Web site redesign project.

Create and automate processes to deliver active content to the Web site.  
Implement the business rules governing the creation of content as well as the review 
and approval criteria for publication. 
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Introduce collaboration tools to allow for the ready flow of information between 
applications and users.

Work with situational awareness to deliver tools to enhance situation awareness. 
Continue development of the Situational Awareness Tool through additional pilot 
phases for new users. 

Identify and deploy an emergency notification system. 
Assist in the design and build-out of an Emergency Response room. 

Enhance IT infrastructure to better support a growing staff in multiple locations. 

Redesign telecommunications networks for increased throughput and redundancy. 
Create and implement plans to redeploy business-critical systems in redundant, high 
availability configurations. 
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Information Technology 
Funding sources and related expenses for the information technology section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 2,303,735$    2,303,735$    -$                    2,467,531$    163,796$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 2,303,735$   2,303,735$   -$                   2,467,531$    163,796$              

Expenses
Personnel Expenses

Salaries 843,695$       885,800$       42,105$              911,812$       26,011$                 
Payroll Taxes 57,439           60,306           2,867                  66,280           5,974                     
Benefits 131,470         138,031         6,561                  118,967         (19,064)                  
Retirement Costs 115,531         113,238         (2,293)                 132,213         18,975                   

Total Personnel Expenses 1,148,135$   1,197,375$   49,240$             1,229,272$    31,897$                

Meeting Expenses
Meetings -$              -$              -$                    5,500$           5,500$                   
Travel 30,600           38,000           7,400                  31,000           (7,000)                    
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 30,600$        38,000$        7,400$               36,500$         (1,500)$                 

Operating Expenses
Consultants 250,000$       250,000$       -$                    270,000$       20,000$                 
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs 275,000         209,700         (65,300)               204,184         (5,516)                    
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance 600,000         600,000         -                      642,575         42,575                   
Furniture & Equipment -                -                -                      85,000           85,000                   
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 1,125,000$   1,059,700$   (65,300)$            1,201,759$    142,059$              

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 2,303,735$   2,295,075$   (8,660)$              2,467,531$    172,456$              

Change in Assets -$              8,660$           8,660$                -$              (8,660)$                  

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Information Technology
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the United States). 

Personnel Expenses 
No additional FTEs are requested for 2009.  Salary and retirement cost increases for 
existing staff are offset by a reduction in benefits which is the result of lower rates for 
medical benefits insurance. 

Operating Expenses 
Furniture and Equipment:  Leasehold improvements needed for re-wiring the New Jersey 
facility and to add air conditioning and fire suppression to the computer room. 

Office costs:  For the 2008 projection, internet costs for the Princeton, New Jersey and 
Washington, D.C. offices have been reclassified to General and Administrative creating a 
projected “underspend” versus budget of ($65,300). 
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Human Resources 

Human Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 3.5 4.5 4.5 
Total Direct 
Expenses $473,958 $569,377 $668,293 

Background 
NERC has assembled an exceptional team of highly qualified employees to carry out the 
activities of the ERO.  NERC’s 2008–2009 personnel resources total 100.5 employees. 

The human resources department, in adherence with applicable federal and state laws, designs, 
plans, and implements human resources policies and procedures, including staffing, 
compensation, benefits, employee relations, and training and development. 

Included in the human resources budget is $100,000 to accommodate the possibility of 
executive-level search firm fees. 

2009 Goals and Objectives 
Recruit qualified employees to fulfill the activities of the ERO.  

Provide training programs.  

Review employee benefits. 
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Human Resources 
Funding sources and related expenses for the human resources section of the 2009 business plan 
are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 473,958$       473,958$        -$                    668,293$        194,335$               
Membership Dues -                 -                  -                      -                  -                         
Testing Fees -                 -                  -                      -                  -                         
Services & Software -                 -                  -                      -                  -                         
Workshops -                 -                  -                      -                  -                         
Interest -                 -                  -                      -                  -                         
Miscellaneous -                 -                  -                      -                  -                         

Total Funding 473,958$      473,958$       -$                   668,293$        194,335$              

Expenses
Personnel Expenses

Salaries 289,910$       332,314$        42,404$               378,722$        46,408$                 
Payroll Taxes 18,125           20,776            2,651                   25,351            4,575                     
Benefits 124,437         142,638          18,201                 111,549          (31,089)                  
Retirement Costs 32,486           41,516            9,030                   38,820            (2,695)                    

Total Personnel Expenses 464,958$      537,244$       72,286$              554,443$        17,199$                

Meeting Expenses
Meetings -$               -$                -$                    -$                -$                       
Travel 9,000             10,784            1,784                   7,500              (3,284)                    
Conference Calls -                 -                  -                      -                  -                         

Total Meeting Expenses 9,000$          10,784$         1,784$                7,500$            (3,284)$                 

Operating Expenses
Consultants -$               15,000$          15,000$               100,000$        85,000$                 
Contracts -                 -                  -                      -                  -                         
Office Rent -                 -                  -                      -                  -                         
Office Costs -                 6,350              6,350                   6,350              -                         
Professional Services -                 -                  -                      -                  -                         
Computer Purchase & Maintenance -                 -                  -                      -                  -                         
Furniture & Equipment -                 -                  -                      -                  -                         
Miscellaneous -                 -                  -                      -                  -                         
Contingency -                 -                  -                      -                  -                         

Total Operating Expenses -$              21,350$         21,350$              106,350$        85,000$                

Other Non-Operating Expenses -$              -$               -$                   -$                -$                      

Total Expenses 473,958$      569,377$       95,419$              668,293$        98,915$                

Change in Assets -$               (95,419)$         (95,419)$             -$                95,419$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Human Resources
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Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the United States). 

Personnel Expenses 
No additional FTEs are requested.  However, one FTE which was added in mid-2008 has 
full-year expense impact in 2009. 

Salaries expense includes $30,000 for employment agency fees and $16,000 for 
temporary office services.  These amounts are unchanged from the 2008 budget and 
projection.

Benefits expense is lower due to a reduction in medical benefits insurance rates. 

Operating Expenses 
Consultants:  Anticipated cost of executive search firm. 
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Finance and Accounting 

Finance and Accounting 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 5.0 5.0 5.0 
Total Direct 
Expenses $885,574 $872,329 $856,446 

Background 
The Finance and Accounting department will direct the financial plans and accounting practices 
of the organization; oversee treasury, accounting, budget, tax and audit activities; and monitor 
financial and accounting controls and standards.

The Finance and Accounting Department is responsible for the preparation and review of 
NERC’s 2009 Business Plan and Budget, the 2009 Business Plans and Budgets of the Regional 
Entities, and the 2009 funding request of the Western Interconnection Regional Advisory Body 
(“2009 ERO Budget Filing”) to be filed with FERC and the applicable governmental authorities 
in Canada.  The 2009 budget filing will include supporting schedules detailing all proposed 
assessments, dues, fees, and other charges as well as proposed expenditures for statutory and 
nonstatutory activities.

Finance and Accounting Objectives 
Participate in completing the three-year performance assessment of NERC and evaluate 
of the effectiveness of each Regional Entity. 

Evaluate and recommend the implementation of budgeting software across NERC and 
the Regional Entities to achieve greater consistency in the annual budgeting process. 

Participate in reviewing and updating employee benefit plans. 

Complete the NERC and Regional Entity true-up filing. 

Implement an initiative tracking mechanism. 

Develop procedures and accounting processes for the application of penalties for 
violations of reliability standards to future assessments. 

Institute an internal audit function. 

Establish program specific expense tracking systems. 

Provide advice from the financial perspective on contracts into which the organization 
may enter. 
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Finance and Accounting 
Funding sources and related expenses for the accounting and finance section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 885,573$       885,573$       -$                    856,446$       (29,127)$                
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 885,573$      885,573$      -$                   856,446$       (29,127)$               

Expenses
Personnel Expenses

Salaries 498,523$       527,415$       28,892$              550,482$       23,067$                 
Payroll Taxes 30,988           32,784           1,796                  36,060           3,276                     
Benefits 82,954           87,762           4,809                  68,865           (18,897)                  
Retirement Costs 60,509           52,211           (8,298)                 79,820           27,609                   

Total Personnel Expenses 672,974$      700,171$      27,197$             735,226$       35,055$                

Meeting Expenses
Meetings -$              3,850$           3,850$                4,000$           150$                      
Travel 12,600           16,308           3,708                  15,000           (1,308)                    
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 12,600$        20,158$        7,558$               19,000$         (1,158)$                 

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Off ice Rent -                -                -                      -                -                         
Off ice Costs -                2,000             2,000                  2,220             220                        
Professional Services 200,000         150,000         (50,000)               100,000         (50,000)                  
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 200,000$      152,000$      (48,000)$            102,220$       (49,780)$               

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 885,574$      872,329$      (13,245)$            856,446$       (15,883)$               

Change in Assets (1)$                13,244$         13,245$              -$              (13,244)$                

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Finance and Accounting



Section A — 2009 Business Plan 

2009 NERC Business Plan and Budget — Version 3.1 73 
Approved by Board of Trustees: July 30, 2008 

Summary of Significant Variances � 2008 Projection to 2009 Budget 

Funding Sources 
Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the United States). 

Personnel Expenses 
No additional FTEs are requested.  Increases for current staff are offset by a reduction in 
benefits resulting from lower medical benefits insurance rates. 

Operating Expenses 
Professional Services:  2008 projection includes $100,000 to begin NERC self-
assessment as required by FERC.  This cost is budgeted in Legal in 2009. 
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Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 24,938,994$       25,694,031$       755,037$             31,925,048$       6,231,018$            
Membership Dues 175,000              785,000              610,000               857,572              72,572                   
Testing Fees 963,000              963,000              -                      980,000              17,000                   
Services & Software 255,000              335,000              80,000                 485,000              150,000                 
Workshops -                      -                      -                      -                      -                         
Interest 200,000              200,000              -                      200,000              -                         
Miscellaneous -                      -                      -                      -                      -                         

Total Funding 26,531,994$       27,977,031$       1,445,037$          34,447,620$       6,470,590$            

Expenses
Personnel Expenses

Salaries 13,187,574$       12,738,355$       (449,219)$           14,426,115$       1,687,760$            
Payroll Taxes 773,557              744,973              (28,584)               862,587              117,614                 
Benefits 1,692,608           1,623,325           (69,282)               1,612,531           (10,794)                  
Retirement Costs 1,261,195           1,649,991           388,796               2,014,332           364,341                 

Total Personnel Expenses 16,914,934$       16,756,644$      (158,290)$          18,915,565$       2,158,920$           

Meeting Expenses
Meetings 720,500$            796,003$            75,503$               719,320$            (76,682)$                
Travel 1,372,700           1,626,370           253,670               1,736,437           110,067                 
Conference Calls 113,000              134,171              21,171                 188,872              54,701                   

Total Meeting Expenses 2,206,200$         2,556,543$        350,343$            2,644,629$         88,086$                

Operating Expenses
Consultants 1,280,000$         1,371,270$         91,270$               4,204,270$         2,833,000$            
Contracts 2,626,860           2,816,860           190,000               3,273,000           456,140                 
Office Rent 680,000              680,000              0 711,523              31,523                   
Office Costs 745,000              813,168              68,168                 886,387              73,219                   
Professional Services 1,420,000           1,370,000           (50,000)               1,360,000           (10,000)                  
Computer Purchase & Maintenance 600,000              742,075              142,075               789,750              47,675                   
Furniture & Equipment 55,000                55,000                -                      265,000              210,000                 
Miscellaneous 4,000                  4,000                  -                      4,000                  -                         

Total Operating Expenses 7,410,860$         7,852,373$        441,513$            11,493,930$       3,641,557$           

Other Non-Operating Expenses -$                   755,037$           755,037$            1,393,496$         638,459$              

Total Expenses 26,531,994$       27,920,598$      1,388,604$         34,447,620$       6,527,022$           

Change in Assets 0$                      56,432$             56,433$              -$                    (56,432)$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

STATUTORY
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Table 2 

T o t a l F T E 's  b y  P r o g ra m  A r e a
B u d g e t 

20 0 8
P ro je c t io n  

2 0 0 8
B u d g e t  

2 0 09
C h an g e  f ro m  

P r o je c tio n

O p e ra t ion a l  P ro g r a m s
R elia b ilit y  S ta n d a r d s 15 .0 1 4 .0 1 4 .0 0 .0
C om p lia n c e  an d  O r ga n iz a t io n  R e g is t ra t io n  a n d  C e rt if ic a t io n 26 .0 2 7 .0 3 1 .0 4 .0
R elia b ilit y  R ea d in e s s  E v a lu a t io n  a n d  Im p ro v e m e nt 12 .0 8 .5 0 .0 - 8 .5
T r a in ing  a n d E d u c a t io n 6 .0 5 .5 5 .5 0 .0
R elia b ilit y  A s s e s s m e n t a n d  P e rf o rm a n c e A na ly s is 1 1 .0 1 1 .0 1 3 .5 2.5
S itua t io n a l  A w a re n e s s  a n d  In fra s t ru c tur e  S e c u r ity 5 .0 6 .0 7 .0 1 .0

T o t a l F T E s  O p e ra t io n a l P ro g ra m s 75 .0 7 2 .0 7 1 .0 - 1 .0

A d m in ist r a t i v e  P ro g ra m s
M e m b er  F or u m s 2 .0 2 .0 2 .0 0 .0
G e n e ra l  &  A dm i n is tr a t iv e 3 .0 6 .0 6 .0 0 .0
In fo r m a tio n  T e c h n o lo gy 8 .0 8 .0 8 .0 0 .0
L e g a l a n d  R e g u la to ry 5 .0 3 .0 4 .0 1 .0
H um a n  R e s o u rc e s 3 .5 4 .5 4 .5 0 .0
A c c o u n t in g 5 .0 5 .0 5 .0 0 .0

T o t a l F T E s  A d m in ist r at iv e  P ro g ra m s 26 .5 2 8 .5 2 9 .5 1 .0

T o t a l F T E s 10 1 .5 1 0 0 .5 1 0 0.5 0.0

R ec o n c il ia tio n  2 0 0 8  B u d g e t  t o  P r o je c t io n
R el ia b il i t y  S ta n d a r d s - 1

T r a n s fe r s t a f f  to  G A - 2
A d d  u n b ud g e ted  p o s it io n ( s ) 1

C o m p lia nc e  a n d  O rg a n iz a t io n  R e g is t ra t io n  a n d  C e rt ifi c a t io n 1
A d d  u n b ud g e ted  p o s it io n ( s ) 1

R el ia b il i t y  R e a d in e s s  E v a lu a t io n  a n d  Im p ro v e m e n t -3 .5
D ele te  b ud g e ted  p o s it io n ( s ) - 2

T r an s fe r  s t a f f  to  S A IS - 1
S ha r e  50 %  A d m in . A s s t w i th  T r a in in g -0 .5

T r a in in g  a n d  E d uc a t io n -0 .5
T r a n s fe r s t a f f  to  G A - 1

S h a re  5 0 %  A d m in . A s s t w it h  R e a d in e s s 0 .5

R el ia b il i t y  A s s es s m e n t  a n d  P e rf o r m a n c e  A n a ly sis N /C

S itu a tio n a l A w a re n es s  a n d  In f ra s t ru c tu re  S e c u r i t y 1
T r a n s fe r s t a f f  f r o m  R ea d in e s s 1

M e m be r  F o ru m s N /C

G e n e ra l  &  A d m in is tr at iv e 3
T ra n s fe r  s t a f f  f r o m  S ta n d a rd s 2

T ra n s fe r  s t a f f  f r o m  L e g a l 1

In fo r m a t io n  T ec h n o lo g y N /C

L e g a l a n d  R e g u la t o r y - 2
T r a n s fe r s t a f f  to  G A - 1

H ire  c on s u l ta nt  in  p la c e  o f F T E - 1

H u m a n  R e s o u rc e s 1
T r an s fe r  s t a f f  f ro m  T r a in in g 1

A c c o u n t in g N /C

S T A T U T O R Y
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22000088 OOrrggaanniizzaattiioonnaall CChhaarrtt

Table 3 
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22000099 OOrrggaanniizzaattiioonnaall CChhaarrtt
Table 4 
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RReesseerrvvee AAnnaallyyssiiss 22000088––22000099

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 559,179

Plus:  2008 ERO Funding (from LSEs or designees) 25,694,031
Plus:  2008 Other funding sources (Cash basis) 2,283,000

Less:  '2008 Projected expenses & capital expenditures (Cash basis) (27,165,561)

Projected Working Capital Reserve (Deficit), December 31, 2008 1,370,648

Desired Working Capital Reserve, December 31, 2009 1 2,500,000

Less:  Projected Working Capital Reserve, December 31, 2008 (1,370,648)

Increase(decrease) in assessments to achieve desired Working Capital Reserve 1,129,352

2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 2 33,318,269
Less:  Other Funding Sources (Cash Basis) (2,522,572)

Adjustment to achieve desired Working Capital Reserve 1,129,352

2009 Assessment 31,925,048

1 On July 11, 2008, the NERC Finance and Audit Committee approved a desired working capital reserve of $2,500,000.

2 Includes $264,144 to recover uncollected assessments in 2007 and 2008

Working Capital Reserve Analysis 2008-2009
STATUTORY
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RReeggiioonnaall EEnnttiittyy AAsssseessssmmeenntt AAnnaallyyssiiss
NEL by Country 
Table 6 shows the 2007 NEL proportional share by Regional Entity and country.  Detailed 
calculations by LSE (or designee) are detailed in Appendix C.

Table 6 

Data Year
Regional 

Entity  Total NEL  U.S. NEL  Canada NEL  Mexico NEL 
% of ERO 

Total US Total Canada Total Mexico Total

Summary by Regional Entity
2007 FRCC 237,845,800            237,845,800          -                     -                        5.198% 5.198% 0.000% 0.000%
2007 MRO 272,403,444            230,339,637          42,063,807        -                        5.954% 5.034% 0.919% 0.000%
2007 NPCC 672,611,000            301,766,000          370,845,000      -                        14.701% 6.596% 8.105% 0.000%
2007 RFC 951,148,266            951,148,266          -                     -                        20.789% 20.789% 0.000% 0.000%
2007 SERC 1,048,169,675         1,048,169,675       -                     -                        22.909% 22.909% 0.000% 0.000%
2007 SPP 204,154,984            204,154,984          -                     -                        4.462% 4.462% 0.000% 0.000%
2007 TRE 319,355,145            319,355,145          -                     -                        6.980% 6.980% 0.000% 0.000%
2007 WECC 869,624,367            738,731,574          120,383,372      10,509,421           19.007% 16.146% 2.631% 0.230%

4,575,312,681         4,031,511,081       533,292,179      10,509,421           100% 88.114% 11.656% 0.230%TOTAL
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22001100––22001111 PPrroojjeecctteedd RReevveennuueess aanndd EExxppeennsseess
Included below is a projection of expected revenues and expenses for 2010 and 2011.  NERC is 
providing this analysis for informational purposes only and is not seeking approval of these 
projections by the NERC Board of Trustees or any governmental authorities.   

Table 7 

2009 2010 $ Change
%

Change 2011 $ Change
%

Change
Budget Projection 09 v 10 09 v 10 Projection 10 v 11 10 v 11

Funding
ERO Funding 31,925,048$     31,367,982$  (557,067)$      -1.7% 33,412,881       2,044,899       6.5%
Membership Dues 857,572            889,452         31,880            3.7% 958,583            69,131            7.8%
Testing Fees 980,000            1,050,000      70,000            7.1% 1,260,000         210,000          20.0%
Services & Software 485,000            485,000         -                 0.0% 485,000            -                 0.0%
Workshops -                    -                -                    
Interest 200,000            200,000         -                 0.0% 200,000            -                 0.0%
Miscellaneous -                    -                -                    

Total Funding 34,447,620$     33,992,433$ (455,187)$     -1.3% 36,316,464     2,324,031       6.8%

Expenses
Personnel Expenses

Salaries 14,426,115$     15,580,686$  1,154,571$     8.0% 16,905,721       1,325,035       8.5%
Payroll Taxes 862,587            926,438         63,851            7.4% 1,045,836         119,398          12.9%
Benefits 1,612,531         1,629,246      16,714            1.0% 1,822,632         193,386          11.9%
Retirement Costs 2,014,332         2,214,829      200,497          10.0% 2,413,630         198,800          9.0%

Total Personnel Expenses 18,915,565$     20,351,199$ 1,435,634$    7.6% 22,187,818     1,836,619       9.0%

Meeting Expenses
Meetings 719,320$          755,286$       35,966$          5.0% 793,051            37,764            5.0%
Travel 1,736,437         1,803,309      66,872            3.9% 1,893,474         90,165            5.0%
Conference Calls 188,872            198,315         9,444              5.0% 208,231            9,916              5.0%

Total Meeting Expenses 2,644,629$       2,756,911$    112,281$        4.2% 2,894,756         137,846          5.0%

Operating Expenses
Consultants 4,204,270$       3,234,334$    (969,937)        -23.1% 3,201,400         (32,933)          -1.0%
Contracts 3,273,000         3,436,650      163,650          5.0% 3,608,483         171,833          5.0%
Office Rent 711,523            747,099         35,576            5.0% 784,454            37,355            5.0%
Office Costs 886,387            926,554         40,167            4.5% 972,882            46,328            5.0%
Professional Services 1,360,000         1,428,000      68,000            5.0% 1,499,400         71,400            5.0%
Computer Purchase & Maint. 789,750            829,238         39,488            5.0% 870,699            41,462            5.0%
Furniture & Equipment 265,000            278,250         13,250            5.0% 292,163            13,913            5.0%
Miscellaneous 4,000                4,200             200                 5.0% 4,410                210                 5.0%

Total Operating Expenses 11,493,930$     10,884,324$ (609,606)$     -5.3% 11,233,890     349,566          3.2%

Other Non-Operating Expenses 1,393,496$       -$              (1,393,496)$   -100.0% -                    -                 0.0%

Total Expenses 34,447,620$     33,992,433$  (455,187)$      -1.3% 36,316,464       2,324,031       6.8%

Change in Assets -$                 -$             -$              -                   -                

Statement of Activities 
2010 and 2011 Projections
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2010 and 2011 Forecast Assumptions 
Increase staffing by eight FTEs in 2010 and eight FTEs in 2011.  Assume two FTEs per 
quarter.

Increase personnel expenses 3 percent per annum. 

Increase meeting expenses and operating expenses 5 percent per annum, except for 
NASPI-related expenses which are $1,303,000 in 2010 and $1,421,000 in 2011. 

Remove $1,050,000 budgeted in 2009 for the NERC/Regional Entity self-assessment. 

Increase fees for executive recruiting services by $150,000 in 2010. 

Eliminate any increase in working capital reserve.  
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BBrreeaakkddoowwnn bbyy SSttaatteemmeenntt ooff AAccttiivviittyy SSeeccttiioonnss
The following detailed schedules are in support of Table 1of the 2009 NERC Business Plan and 
Budget.  All significant variances have been disclosed by program area in the preceding pages. 

Supplemental Funding 
Table B-1 

Outside Funding Breakdown By Program
 (excluding ERO Assessments)

Budget
2008

Projection
2008

Budget          
2009 Variance Variance %

Reliability Assessment and Performance Analysis
pc-GAR Software 60,000$                 75,000$                 150,000$               75,000$                 100.00%
GADS Services 90,000                   150,000                 300,000                 150,000                 100.00%
 Total 150,000$               225,000$               450,000$               225,000$               100.00%

Training and Education
SO Test Fees 490,000$               350,000$               315,000$               (35,000)$                -10.00%
Certificate Renewals 140,000$               175,000$               35,000                   25.00%
PJM Test Fees -                         -                         -                         -                          
CEH Fees 473,000                 473,000                 490,000                 17,000                   3.59%
 Total 963,000$               963,000$               980,000$               17,000$                 1.77%

Situational Awareness and Infrastructure Security
ESD Software 15,000$                 20,000$                 20,000$                 -$                       0.00%
FIST Royalties 15,000                   15,000                   15,000                   -                         0.00%
TSIN Fees 75,000                   75,000                   -                         (75,000)                  -100.00%
 Total 105,000$               110,000$               35,000$                 (75,000)$                -68.18%

Technical Committees and Member Forums
Transmittion Owners and Operators Forum Dues 175,000$               785,000$               954,942$               169,942$               21.65%
 Total 175,000$               785,000$               954,942$               169,942$               21.65%

General and Administrative
Interest Income 200,000$               200,000$               200,000$               -$                       0.00%
 Total 200,000$               200,000$               200,000$               -$                       0.00%

Total Outside Funding 1,593,000$           2,283,000$           2,619,942$           336,942$               14.76%
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Personnel Expenses 

Table B-2 

Personnel Expenses
Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
Salaries
Salary 13,141,575$      12,692,355$      14,380,115$      1,687,760$        13.30%
Employment Agency Fees 16,000               16,000               16,000               -                     0.00%
Temporary Office Services 30,000               30,000               30,000               -                     0.00%
Total Salaries 13,187,575$      12,738,355$      14,426,115$      1,687,760$        13.25%

Payroll Taxes
FICA 535,073$           510,232$           603,373$           93,141$             18.3%
Medicare 187,357             184,039             208,512             24,473               13.3%
SUI 45,416               45,046               45,046               -                     0.0%
FUI 5,712                 5,656                 5,656                 -                     0.0%
Total Payroll Taxes 773,558$           744,973$           862,587$           117,614$           15.8%

Benefits
Workers Compensation 47,880$             27,500$             32,200$             4,700$               17.1%
Medical Insurance 1,347,724          1,363,325          1,346,581          (16,744)              -1.2%
Life-LTD Insurance 189,503             125,000             143,750             18,750               15.0%
Education 100,000             100,000             30,000               (70,000)              -70.0%
Relocation 7,500                 7,500                 60,000               52,500               700.0%
Total Benefits 1,692,607$        1,623,325$        1,612,531$        (10,794)$            -0.7%

Retirement
Discretionary 401k Cont. 733,188$           1,004,187$        1,225,925$        221,738$           22.1%
Savings Plan 528,007             645,804             788,407             142,603             22.1%
Total Retirement 1,261,195$        1,649,991$        2,014,332$        364,341$           22.1%

Total Personnel Costs 16,914,935$      16,756,644$      18,915,565$      2,158,921$        12.9%
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Meeting Expenses 
Table B-3 

Meeting Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards  $     160,000  $     232,050  $     168,120 (63,930)$      -27.55%
Compliance and Organization Registration and Certification           30,000           44,625           32,500 (12,125)        -27.17%
Reliability Readiness Evaluation and Improvement 0 19,203          -               (19,203)        -100.00%
Reliability Assessment and Performance Analysis          92,500        165,274        184,000 18,726          11.33%
Training and Education           54,000           54,000           55,000 1,000            1.85%
Situational Awareness and Infrastructure Security        102,000          80,000          65,000 (15,000)        -18.75%
Committee and Member Forums         140,000           30,000           30,000 -               0.00%
General and Administrative         139,000         164,000         172,200 8,200            5.00%
Legal and Regulatory             3,000             3,000             3,000 -               0.00%
Information Technology                   -               5,500 5,500             
Human Resources                   -                     -   -                
Accounting and Finance             3,850             4,000 150               3.90%
Total Meeting Expenses $     720,500 $     796,003 $     719,320  $      (76,682) -9.63%

Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards  $     205,200  $     245,700  $     300,000 54,300$        22.10%
Compliance and Organization Registration and Certification         378,900         500,000         657,167 157,167        31.43%
Reliability Readiness Evaluation and Improvement         157,500         157,500           19,000 (138,500)      -87.94%
Reliability Assessment and Performance Analysis         203,400         237,500         263,875 26,375          11.11%
Training and Education          55,800          66,400          51,225 (15,175)        -22.85%
Situational Awareness and Infrastructure Security           80,100         135,000         125,161 (9,839)          -7.29%
Committee and Member Forums          32,400          17,768          18,660 891               5.02%
General and Administrative         155,900         163,695         198,850 35,155          21.48%
Legal and Regulatory           51,300           37,715           49,000 11,285          29.92%
Information Technology           30,600           38,000           31,000 (7,000)          -18.42%
Human Resources             9,000           10,784             7,500 (3,284)          -30.45%
Accounting and Finance           12,600           16,308           15,000 (1,308)          -8.02%
Total Travel Expenses $  1,372,700 $  1,626,370 $  1,736,437  $     110,067 6.77%

Conference Call Expenses by Business Plan 
Category

Budget
2008

Projection
2008

Budget     
2009 Variance

Variance 
%

Reliability Standards $               -   $       10,000 10,000$         
Compliance and Organization Registration and Certification                   -               5,000 5,000             
Reliability Readiness Evaluation and Improvement -               -               -                
Reliability Assessment and Performance Analysis 5,000            10,000          5,000            100.00%
Training and Education 7,500            75,000          67,500          900.00%
Situational Awareness and Infrastructure Security -               5,000            5,000             
Committee and Member Forums                   -                     -   -                
General and Administrative        113,000        121,671          83,872 (37,799)        -31.07%
Legal and Regulatory -               -               -                
Information Technology -               -               -                
Human Resources -               -               -                
Accounting and Finance -               -               -                
Total Conference Calls $     113,000 $     134,171 $     188,872  $       54,701 40.77%

Total Meeting Expenses 2,206,200$   2,556,542$   2,644,629$   88,086$        3.45%
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Operating Expenses 
Table B-4 

Consultants
Budget

2008
Projection

2008
Budget          

2009 Variance Variance %
Consultants
Reliability Standards 100,000$             100,000$             50,000$               (50,000)$              -50.00%
Compliance and Organization Registration and Certification 330,000               330,000               850,000               520,000               157.58%
Reliability Readiness Evaluation and Improvement -                       125,000               -                       (125,000)              -100.00%
Reliability Assessment and Performance Analysis 75,000                 201,270               376,270               175,000               86.95%
Training and Education 100,000               100,000               55,000                 (45,000)                -45.00%
Situational Awareness and Infrastructure Security 250,000               250,000               1,453,000            1,203,000            481.20%
Committee and Member Forums 175,000               -                       -                       -                        
General and Administrative -                       -                       -                       -                        
Legal and Regulatory -                       -                       1,050,000            1,050,000            1050.00%
Information Technology 250,000               250,000               270,000               20,000                 8.00%
Human Resources -                       15,000                 100,000               85,000                 566.67%
Accounting and Finance -                       -                       -                       -                        
Consultants Total 1,280,000$          1,371,270$          4,204,270$          2,833,000$          206.60%
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Table B-5 

Contracts
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %
Contracts
GADS Programming Support 135,000$        135,000$        135,000$        -$                
Analysis Software 115,000          -                  -                  -                  
Assessment Studies 10,000            10,000            100,000          90,000            
TADS Development 150,000          150,000          150,000          -                  

Subtotal - Reliability Assessment Contracts 410,000$       295,000$       385,000$       90,000$          30.51%

RCIS Support 20,000            20,000            20,000            -                  
Resource Adequacy Tool (Srv Agreement) 106,000          106,000          75,000            (31,000)           
Inadvertent Interchange 58,000            58,000            30,000            (28,000)           
AIE Monitoring 50,000            50,000            15,000            (35,000)           
CPS1-Balancing Authority ACE Limit Monitoring 20,000            20,000            35,000            15,000            
Frequency Monitoring 55,000            55,000            40,000            (15,000)           
Intelligent Alarms/DARA (Srv Agreement) 40,000            40,000            
Resources Subcommittee Maintenance 120,000          120,000          

Subtotal -Situational Awareness Contracts 309,000$       309,000$       375,000$       66,000$          21.36%

Frame Relay 115,000$       312,000$       312,000$       -$                0.00%

Contract - IDC
SDX Support 80,000$          80,000$          72,000$          (8,000)$           
SDX Maintenance 20,000            20,000            
IDC Maintenance 50,000            50,000            50,000            -                  
DF Support Services Contract 19,200            19,200            19,200            -                  
IDC Client Contracts 200,000          200,000          300,000          100,000          
IDC Client Billing (200,000)         (200,000)         (300,000)         (100,000)         
IDC Base Contract 1,329,660       1,329,660       1,415,400       85,740            
NERC Factor Viewer (NFV) 11,000            11,000            
Book of Flowgate Database 29,000            29,000            
Book of Flowgate Database Maintenance 20,000            20,000            
E-Tag Maintenance 50,000            50,000            50,000            -                  
Contracts - IDC Total 1,528,860$    1,528,860$    1,686,600$    157,740$        10.32%

Education and Training
System Operator Testing Expenses 60,000$          60,000$          59,400$          (600)$              
System Operator Job Analysis 15,000            15,000            
System Operator Examination Development 104,000          104,000          92,000            (12,000)           
Database Development 100,000          100,000          60,000            (40,000)           
Course Development-Compliance, Standards 125,000          125,000          
NERC Staff Training 40,000            40,000            
Design a Course -                  -                  15,000            15,000            
Education and Training Total 264,000$       264,000$       406,400$       142,400$        53.94%

Canadian Affairs Representative 108,000$        108,000$        -$                0.00%

Contracts Total 2,626,860$    2,816,860$    3,273,000$    456,140$        16.19%
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Table B-6 

Office Rent
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Rent 680,000$        680,000$        711,523$        31,523$          4.64%
Utilities -                  -                  -                  -                   
Maintenance -                  -                  -                  -                   
Security -                  -                  -                  -                   

Total Office Rent 680,000$       680,000$       711,523$       31,523$          4.64%

Table B-7 

Office Costs
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Telephone 80,000$           170,211$         202,746$         32,535$           
Internet 245,000           72,880             76,416             3,536               
Office Supplies 80,000             122,000           133,500           11,500             
Computer Supplies and Maintenance 110,000           219,927           221,245           1,318               
Publications & Subscriptions 30,000             25,502             26,042             540                  
Dues 35,000             34,648             35,188             540                  
Postage 12,000             17,500             20,000             2,500               
Express Shipping 24,000             35,000             35,000             -                  
Copying 36,000             39,000             43,000             4,000               
Reports - Graphics 3,000               3,000               12,500             9,500               
Stationary Forms 10,000             10,000             10,000             -                  
Equipment Repair/Service Contracts 27,000             25,000             15,000             (10,000)           
Bank Charges 8,000               8,000               8,000               -                  
Sales & Use Taxes 3,000               3,000               7,500               4,500               
Merchant Card Fees 42,000             27,500             30,250             2,750               
Presentation & Publicity -                  -                  10,000             10,000             

Total Office Costs 745,000$        813,168$        886,387$        73,219$           9.00%

Table B-8 

Professional Services
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Independent Trustee Fees 660,000$        660,000$        660,000$        -$               0.00%
Outside Legal 500,000          500,000          550,000          50,000            10.00%
Accounting & Auditing Fees 200,000          150,000          100,000          (50,000)          -33.33%
Other Legal Fees -                 -                  
Insurance Commercial 60,000            60,000            50,000            (10,000)          -16.67%

Total Services 1,420,000$     1,370,000$     1,360,000$     (10,000)$        -0.73%
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Table B-9 

Computer 
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Purchase and Lease 600,000$         600,000$         542,095$         (57,905)$         -9.65%
Software 142,075$         247,655$         105,580$         

Total Computer 600,000$        742,075$        789,750$        47,675$           6.42%

Table B-10 

Furniture & Equipment
Budget

2008
Projection

2008
Budget     
2009 Variance Variance %

Furniture -$             -$             25,000$        25,000$        
Equipment 55,000          55,000          155,000        100,000        
Leasehold Improvements -               -               85,000          85,000          
Miscellaneous 4,000            4,000            4,000            

Total Furniture & Fixtures 59,000$        59,000$        269,000$      210,000$      355.93%

Table B-11 

Other Non-Operating Expenses
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Interest Expense -$                
Office Relocation -$                
2007 & 2008 Uncollected Assessments 264,144         264,144$       
Cash Reserve Requirement 1,129,352      1,129,352$    

Total Non-Operating Expenses -$                -$               1,393,496$    1,393,496$     

2007 2008 Total
Correctly calculated and billed

NERC Funding 7,805.58$       7,805.58$      
RE Funding 15,387.20       15,387.20      

Subtotal - Correctly calculated and billed 23,192.78$     -$               23,192.78$    

Incorrectly calculated
NERC Funding 23,772.71$     137,120.00$  160,892.71$

RE Funding 80,058.82       80,058.82      
Subtotal - Incorrectly calculated 103,831.53$   137,120.00$  240,951.53$

Total Uncollected Assessments 127,024.31$   137,120.00$  264,144.31$

2007 and 2008 Uncollected Assessments
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Introduction 
 

Total Regional Entity Resources 
(in whole dollars) 

                                                                2009 Budget                U.S.           Canada           Mexico 
Statutory FTEs 18.34    
Non-statutory FTEs   9.15    

Total FTEs 27.49 
 

   

Statutory Expenses* $3,977,868 $3,977,868   
Non-statutory Expenses*  3,361,112  3,361,112   

Total Expenses* $7,338,980 $7,338,980   
 

ERO Funding Assessments* $3,898,438 $3,898,438   
Member Funding Assessments*  3,209,412   3,209,412   

Total Funding Assessments* $7,107,850 $7,107,850   
 

NEL (MwH) 237,845,800 237,845,800   
NEL % 100.00% 100.00%   

*Includes a Cash Reserve requirement. 
  
The Florida Reliability Coordinating Council (FRCC) is a not-for-profit corporation that was 
formed in 1996 and is one of the eight regions of the North American Electric Reliability 

entity, without cost, that has a material interest in the reliability of the bulk power system in the 
FRCC Region. Currently there are 78 registered entities within the FRCC Region.  The FRCC is 
governed by a balanced stakeholder Board of Directors, and accomplishes its activities through 
standing committees which have balanced stakeholder governance.    

 
The FRCC standing committees actively participate in the development and approval of their 

resource adequacy, stability studies, transmission studies, reliability assessments, operations 
tools, system operator training, telecommunications infrastructure and tools.  The total FRCC 
budget will be presented to the FRCC Board of Directors in the second quarter of each year for 
informational purposes.  The purpose of this is to give all FRCC members advanced indication of 
the funding level which will be required for the coming fiscal year (January 1  December 31).  

individual budgeting process.  The final budget will be presented for approval to the FRCC 
Board of Directors before July of each year and will then be submitted to NERC upon approval 
by the FRCC Board of Directors.   
 
The FRCC will provide the statutory functions and services for the FRCC Region through a 
Regional Entity Division, as well as non-statutory services for the FRCC Region through a 
Member Services Division.  This divisional structure will provide an efficient means of clearly 
separating statutory and non-statutory activities as well as related funding for each. The revised 
FRCC By-Laws, creating this divisional structure, were approved by the Federal Energy 
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Through its Regional Entity Division, the FRCC will work to enhance the reliability of the bulk 
power system in the FRCC Region through the development of regional reliability standards, 
assessment of reliability, and compliance assessment and enforcement of reliability standards 
pursuant to the execution and implementation of a Regional Delegation Agreement with the 

 
 
Through its Member Services Division, FRCC will also promote the reliable and efficient 
operation of the bulk power system in the FRCC Region through establishment of regionally-
specific criteria, coordination of system planning, design and operations, and monitoring and 
enforcement of compliance with such non-mandatory criteria. 
 
Delegated Authority and the Regional Entities 
As part of its responsibilities, NERC, as the ERO, delegates its authority to Regional Entities 
(FRCC) to perform certain functions through delegation agreements. On March 21, 2008, FERC 
approved revised delegation agreements between NERC and the eight regional entities.  These 
delegations agreements describe the enforcement authority delegated to the Regional Entities.  
The funding for Regional Entities is approved separately with each Regional Entity submitting 
its own business plan and budget for consideration by NERC and FERC.    
 
Membership and Governance  
FRCC's Members in the Member Services Division include investor-owned utilities, cooperative 
utilities, municipal utilities, power marketers, independent power producers and a general 
membership category.  There are projected to be 26 FRCC Members.  The FRCC By-Laws 
approved by FERC establish a new General Sector which increases the total number of sectors 
from five (5) to six (6).  This new sector will allow membership of parties with a material 
interest in the reliability of the bulk power system within the FRCC region which did not 
otherwise qualify for membership in one of the other sectors
sector by the fourth quarter of 2008. 

The activities of FRCC are governed by its Board of Directors.  The Board is comprised 
of senior level executives from members of FRCC. 

Statutory Functional Scope 
FRCC carries out its delegated functions as outlined in the Delegation Agreement and detailed in 
Exhibits C, D and E of the Delegation Agreement.  These delegation functions include: 

 Reliability Standards Development (Section 300) 
 Compliance Monitoring and Enforcement (Section 400) 
 Organization Registration and Certification (Section 500) 
 Reliability Readiness Evaluation and Improvement (Section 700)  This program 

has been eliminated effective 1/1/2009. 
 Reliability Assessment and Performance Analysis (Section 800) (including 

necessary data gathering activities) 
 Training, Education and Operator Certification (Section 900) 
 Situational Awareness and Infrastructure Security (Section 1000) 
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2009 Primary Objectives (Regional Entity Division) 
 

 Implementation of the new Regional Reliability Standards Development Process as 
outlined in Exhibit C of the delegation agreement. 

 
hearing process. 

 Development of all forms, and infrastructure necessary to carry out timely hearings 
within the FRCC region. 

 Improve communications to registered entities on compliance by (a) Developing and 
conducting two FRCC Compliance Workshops to educate registered entities; (b) 
Educating the FRCC Board Compliance Committee on the hearing process; (c) 
developing a Frequently Asked Question (FAQ) section to the website; (d) developing a 
letter explaining the process to be sent with the Notice of Violation. 

 Work closely with the other Regional Entities and NERC to ensure that the delegated 
functions are implemented consistently and rationally. 

 Gain FERC approval of at least four (4) Regional Reliability Standards. 
 

Major 2009 Cost Impacts  
 

 Further development of the CMEP software 
 Addition of two (2) positions to support Compliance Monitoring and Enforcement 

 
Detailed Business Plans and Budgets by Program 
Details of the planning, operation, review, and adjustment for each program area are included in 
Section A.  The corresponding budget details are shown in Section B. 
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Section A  2009 Business Plan 
 
Reliability Standards Development Program 
 

Reliability Standards Program Resources 
(in whole dollars) 

                                                                  2008 Budget             2008 Projection       2009 Budget 
Total FTEs 1.55 1.26 1.76 
Total Direct Expenses $311,623 $260,600 $330,111 
Total Indirect Expenses1  168,992  168,992   63,859 
Total Expenses $480,615 $429,592 $393,970 
 
Background 
The revised FRCC Regional Reliability Standard Development Process was approved by FERC 
on March 21, 2008.  Historically, the FRCC Operating Committee and the FRCC Planning 
Committee, both of which are balanced stakeholder committees, had the primary responsibility 
for the development, modification or withdrawal of FRCC Regional Reliability Standards 
through standards drafting teams.  However, the revised process establishes a Registered Ballot 
Body (RBB) to participate in and vote on FRCC Regional Reliability Standards.  FRCC 
membership is not a requirement to participate in the development of and voting on FRCC 
Regional Reliability Standards.  Any entity or person that has a material interest in the reliability 
of the FRCC Bulk Power System shall be allowed to register as potential ballot participants in 
the RBB. 
 
The FRCC Board of Directors considers for adoption as FRCC Regional Reliability Standards, 
those Standards that have been developed and approved by this process. Upon adoption by the 
Board of Directors, such Standards are submitted to NERC for approval.  When approved by 
NERC, they will be submitted to FERC for approval. 
 
The proposed FRCC Regional Reliability Standard Development Process includes a registered 
ballot body which allows both members and non-members to vote on FRCC standards. 
 
Standards Process 
The FRCC Regional Reliability Standard Development Process is an open and fair process that 
ensures all interested and affected parties have an opportunity to participate in the development 
of FRCC Regional Reliability Standards.  FRCC Regional Reliability Standards go beyond, add 
detail to, or implement NERC Reliability Standards, or cover matters not addressed in NERC 
Reliability Standards.  FRCC Regional Reliability Standards are not inconsistent with or less 
stringent than NERC Reliability Standards. 
 

                                                 
1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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FRCC Regional Reliability Standards are based on NERC's Reliability Principles and Market 
Interface Principles.  Each FRCC Regional Reliability Standard shall enable or support one or 
more of NERC's Reliability Principles and must accommodate competitive electricity markets by 
being consistent with NERC's Market Interface Principles.  
 
The FRCC Regional Reliability Standard Development Process defines the fair and open process 
for development, revision, withdrawal and approval of FRCC Regional Reliability Standards for 
the FRCC Region and has the following characteristics: 
 

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

 
 Openness  Participation is open to any interested party or any entity that is directly and 

materially affected by the reliability of the FRCC Bulk Power System.  Participation shall 
not be conditional upon membership in the FRCC.  All FRCC Regional Reliability 
Standards development meetings will be open and noticed on the FRCC website. 

 
 Balance  The FRCC Regional Reliability Standard Development Process shall balance 

the interests of its membership.  In this regard, no two interest categories of members can, 
on their own, approve a matter brought to a vote, and no single interest category of 
members can, on its own, defeat a matter brought to a vote. 

 
 
Reliability Standards Development Program Objectives 
The Standards Program objectives for 2009 are outlined below: 

 -in-the 
. 

 Continue the development of Regional Reliability Standards that are required by NERC 
standards or are needed for reliability within the FRCC region.  

 Participate in the development and approval of NERC Reliability Standards. 
 Educate and inform industry stakeholders through standards workshops. 

 
Section 215 Regional Entity Reliability Standards Development 
The FRCC currently has under development the following Reliability Standards: 
 

 Regional Generator Performance During Frequency and Voltage Excursions 
 Automatic Underfrequency Load Shedding Program 
 Analysis of Misoperations of Transmission and Generation Protection System 
 Disturbance Monitoring and Reporting Requirements 
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Funding Requirements  Explanation of Increase (Decrease) 
 
 Personnel Expenses  It is the intent of the FRCC to fill the Reliability Standards 
Development Manager position in 2008 and it is felt that it is possible to hire the candidate for 
less than was first anticipated.  Therefore, salaries and associated costs for 2009 have been 
adjusted accordingly. 
 
 Meeting and Travel Costs  A more realistic approach was used to estimate the cost 
of travel, meetings and conference calls now that it is known what meetings will be necessary to 
accomplish this function. 
 
 Operating Costs  It is felt that the hiring of a full time employee will replace the need 
for consultants and contractors for the Reliability Standards Development Program. 
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Reliability Standards Development Program 
Funding sources and related expenses for the reliability standards section of the 2009 business 
plan are shown in the table below. 
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Compliance Monitoring and Enforcement Program  
 

Compliance Monitoring and Enforcement Program Resources 
(in whole dollars) 

                                                         2008 Budget             2008 Projection            2009 Budget 
Total FTEs 7.20 6.90 9.10 
Total Direct Expenses $1,218,578 $1,126,125 $1,991,643 
Total Indirect Expenses2     784,996     784,996     332,840 
Total Expenses $2,003,574 $1,911,121 $2,324,483 
 
Background 
Monitoring, evaluating, investigating, and enforcing compliance with reliability standards by 
owners, operators, and users of the bulk power system, as well as the development and adoption 

Entity, FRCC monitors and enforces compliance with approved reliability standards by owners, 
operators and users of the bulk power system in the FRCC Region.  
 
Through a rigorous program of monitoring, evaluating, investigations, mitigation activities, and 
if necessary, the imposition of penalties and sanctions for noncompliance with reliability 
standards, FRCC will strive to maintain a high level of reliable operation of the bulk power 
system in the FRCC Region.  Reliable operation of the bulk power system is in the public 
interest, because it will benefit all owners, operators, and users of the bulk power system, and, 
ultimately, all users and consumers of electric power in the FRCC Region. 
 
The FRCC Compliance Monitoring and Enforcement Program (CMEP) is the program used by 
the FRCC to monitor, assess, and enforce compliance with Reliability Standards within the 
FRCC Region. This is accomplished through compliance monitoring and rigorous proactive 
compliance audits.   
 
The 2008 staffing of the compliance function consists of: the Manager of Compliance, two 
Compliance Program Administrators, and three Compliance Engineers/Auditors.  Due to the 
significant increase in workload resulting from the additional monitoring and enforcement 
activities necessary to meet the obligations under the delegation agreement, FRCC requested 
additional positions to perform the compliance program functions in 2008.  The 2009 budget 
includes the addition of two (2) auditor positions. 
 
In 2009, FRCC expects to complete nine (9) on-site compliance audits, nine (9) table top 
compliance audits, 79 self-certifications, 44 spot checks, and 948 periodic data submittals 
compared to five (5) on-site compliance audits, 10 table top compliance audits, 77 self-
certifications, 72 spot checks, and 204 periodic data submittals done in 2008 
 

                                                 
2 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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2009 Highlights Compliance Monitoring and Enforcement Processes 
 
The FRCC will monitor, assess and enforce compliance with Reliability Standards using eight 
(8) monitoring processes (a. Compliance Audits, b. Self-Certifications, c. Spot Checking, d. 
Compliance Violation Investigations, e. Self-Reporting, f. Periodic Data Submittals, g. Exception 
Reporting, and h. Complaints) to collect information in order to make assessments of compliance 
to Reliability Standards. 
 
Enforcement and Mitigation 
Enforcement actions taken by FRCC through the CMEP may include the imposition of remedial 
actions, sanctions, and penalties, when applicable, which shall be based on the schedule of 
penalties and sanctions approved for implementation by FERC.  Mitigation of violations of the 
approved Reliability Standards remains central to th
in violation of a Reliability Standard will be required to mitigate the violation regardless of any 
enforcement actions taken. 
 
Compliance Monitoring and Enforcement Program Objectives 
The Compliance Monitoring and Enforcement Program objectives for 2009 are outlined below: 
 

 Continue to assess and update entity registration and certification. The FRCC will 
maintain an accurate registration of all owners, operators, and users of the bulk power 
system in the FRCC Region for compliance monitoring purposes. 

 An annual FRCC Compliance Monitoring and Enforcement Program Implementation 
Plan will be submitted by November 1 of each year to NERC for approval. In accordance 
with NERC Rule of Procedure Section 401.6, the annual plan identifies (1) all Reliability 
Standards identified by NERC to be actively monitored during each year, (2) other 
Reliability Standards proposed for active monitoring by the FRCC, (3) the methods to be 
used by the FRCC for reporting, monitoring, evaluation, and assessment of performance 
criteria with each Reliability Standard, and (4) Annual Audit Plan. 

 Implement the FRCC CMEP as approved by the FRCC Board of Directors and by FERC 
as part of the FRCC Delegation Agreement.  

 Work with NERC Compliance staff and other Regional Entity Compliance staff to ensure 
consistency with other regional compliance programs. 

 The FRCC will report and process all alleged violations as described in the NERC 
Compliance Monitoring and Enforcement Program. 

 Conduct periodic audits, spot checks, self-certifications, and Compliance Violation 
Investigations as required by the NERC Compliance Monitoring and Enforcement 
Program. 

 Develop and enhance processes, databases, and reporting tools to allow for seamless, 
uniform reporting of alleged and confirmed violations of standards, proposed penalty and 
sanctions actions, and disposition of all violations. 

 Track the mitigation of identified violations of standards.  Perform due diligence to 
ensure that mitigation plans that are 
expectations.  Appropriately address mitigation plans that are not completed by the due 
date. 



Section A  2009 Schedules 
 

2009 FRCC Business Plan and Budget  12 
Approved by Board of Directors: June 27, 2008 

 
 
 
Funding Requirements  Explanation of Increase (Decrease) 

Personnel Expenses It is felt that it will be necessary to hire two (2) additional 
Compliance Auditors in order to accomplish the 80% increase in the number of on-site audits 
scheduled for 2009 and projected for future years.  Therefore, salaries and associated costs have 
been adjusted for 2009 to reflect these employees. 
 
 Meeting and Travel Costs  This increase is the result of the two (2) additions to 
staff required to accomplish the work schedule. 
 
 Operating Costs  This increase is the result of additional space that is necessary to 
accommodate the additions to staff in a segregated controlled and secure area.  It is also 
anticipated that the cost of additions and modifications to the Compliance Tracking and 
Monitoring software will be completed and in use.
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Compliance Monitoring and Enforcement Program 
Funding sources and related expenses for the compliance enforcement and organization 
registration and certification section of the 2009 business plan are shown in the table below. 
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Organization Registration and Certification Program 

Organization Registration and Certification Program Resources 
(in whole dollars) 

                                                             2008 Budget           2008 Projection             2009 Budget 
Total FTEs  .11 .16 
Total Direct Expenses  $22,292 $28,007 
Total Indirect Expenses3    15,514 
Total Expenses  $22,292 $43,521 
 
Background 
Registration and Certification 
The FRCC will register the organizations responsible for complying with Reliability Standards in 
accordance with Section 500 of the NERC Rules of Procedure.  Registration for complying with 
the standards will be an ongoing activity.  Additionally, maintaining a complete and accurate 
database will be an ongoing activity.  The FRCC will develop, maintain, and provide to NERC a 
FRCC Compliance Registry with updates as changes occur in the registry. 
 
Registration and Certification Program Objectives 
The Registration and Certification Program objectives for 2009 are outlined below: 
 

 Maintain an up-to-date Compliance Registry 
 Review the Compliance Registry periodically to ensure accuracy  
 Support NERC Certification Program activities 

 
Funding Requirements  Explanation of Increase (Decrease) 
 

Personnel Expenses It is felt that the FRCC will put more emphasis on this function 
in 2009 since it will be fully staffed in other program areas and can devote the time to this 
program. 
 
  

                                                 
3 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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Registration and Certification Program 
Funding sources and related expenses for the registration and certification program section of the 
2009 business plan are shown in the table below. 
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Reliability Readiness Evaluation and Improvement Program 
 

Reliability Readiness Evaluation and Improvement Program Resources 
(in whole dollars) 

                                                          2008 Budget             2008 Projection           2009 Budget 
Total FTEs .14 .12 0 
Total Direct Expenses $74,951 $74,951 0 
Total Indirect Expenses4   15,264   15,264 0 
Total Expenses $90,215 $90,215 0 
 
Background 
NERC has eliminated the Reliability Readiness Evaluation and Improvement Program.  2009 
will be a transition year, during which open Reliability Readiness recommendations in the 
Region will be monitored to their completion and a reduced set of Evaluations will take place.  
Consequently, FRCC has eliminated the Reliability Readiness Evaluation and Improvement 
Program funding requirements, FTE count, and activities from the 2009 Business Plan and 
Budget.  FRCC resources required to support any remaining required activities of this NERC 
program are assumed to be minimal and will be absorbed by existing FRCC staff. 
 
Funding Requirements  Explanation of Increase (Decrease) 
The Readiness Evaluation Program has been eliminated for 2009. FRCC resources required to 
support any remaining required activities of this NERC program are assumed to be minimal and 
will be absorbed by existing FRCC staff.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
4 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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Reliability Readiness Evaluation and Improvement 
This program has been eliminated. 
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Training, Education and Operator Certification Program 
 

Training, Education and Operator Certification Program Resources 
(in whole dollars) 

                                                               2008 Budget            2008 Projection          2009 Budget 
Total FTEs .30 .07 .03 
Total Direct Expenses $47,677 $107,677 $92,264 
Total Indirect Expenses5   32,708    32,708    5,209 
Total Expenses $80,386 $140,386 $97,473 
 
Background 
FRCC is a NERC-approved Continuing Education (CE) Provider.  The FRCC System Operator 
Subcommittee develops and delivers training in which FRCC grants NERC CE hours to those 
individuals who successfully complete a course.  FRCC will utilize the NERC database to 
accommodate the recordkeeping requirements for the continuing education program.   
Maintaining the reliability of the bulk power system requires informed and trained personnel.  
The FRCC supports training activities through its staff and its System Operator Subcommittee 
which reports to the FRCC Operating Committee.   
 
System Operator Certification Program 
The FRCC System Operator Subcommittee (SOS) identifies and manages annual training 
activities for the FRCC System Operators, and provides assistance to FRCC members for 
compliance with NERC training standards and any issues they may have related to system 
operators obtaining/retaining required NERC Certification. 
 

staff and SOS members possessing the appropriate technical knowledge and competencies.  In 
addition, vendors that specialize in System Operator training are also used.  Providing the FRCC 
training and education programs will help to achieve a high level of knowledge and competence 
among the operating personnel in the performance of their reliability-related functions.   
 
 
2009 Highlights 
System Operator Certification 
In 2009, the NERC System Operator Certification Program will finalize the three-year transition 
from reliance on testing for credential maintenance to using continuing education hours. 
 
To accommodate the recordkeeping requirements for using continuing educations, the program 
implemented a new portal and database in 2007, with additional upgrades in 2008.  The database 
allows system operators to register for exams and track the status of maintaining their credential 
with approved continuing education hours. Continued improvements to the database are expected 

                                                 
5 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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in 2009.  The costs of these improvements by FRCC will be recovered through the fees received 
by the System Operator Certification Program and the Continuing Education Program. 
 
Continuing Education Program 

must use continuing education hours to maintain their credential instead of retesting.  The 
program will continue to audit approved activities to verify the quality of these activities.  FRCC 
will support this effort. 
 
Training, Education and Operator Certification Program Objectives 
The training, education and operator certification program objectives for 2009 are outlined 
below: 

 Provide assistance to our members in any issues they may have related to System 
Operator Certification. 

 Conduct the annual training seminars over a four (4) week period, with two (2) days each 
for the training.  The training seminars involve from two to four FRCC staff members, as 
well as industry volunteers who participate as presenters.  This activity is funded 
primarily through registration fees. 

 
 
Funding Requirements  Explanation of Increase (Decrease) 
This program is funded primarily by the attendees 
 

Personnel Expenses  It is felt that the 2009 budget better reflects the actual cost of 
this function as it has evolved in definition over the last two years.   The decrease in personnel 
costs is a reflection of a more accurate estimate of time to be spent to accomplish this training 
function and its goals for 2009. 
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Training, Education and Operator Certification Program 
Funding sources and related expenses for the training, education, and operator certification 
section of the 2009 business plan are shown in the table below. 
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Reliability Assessment and Performance Analysis Program 
 

Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

                                                                       2008 Budget        2008 Projection        2009 Budget 
Total FTEs 3.90 4.27 3.67 
Total Direct Expenses $  781,107 $ 734,370 $918,744 
Total Indirect Expenses6    425,206     425,206    162,501 
Total Expenses $1,206,314 $1,159,576 $1,081,245 
 
Background 
The FRCC will assess the reliability of the Bulk Power System in the FRCC region and will 
continue to ensure that the system is robust, reliable and stable.  The FRCC will lead Event 
Analysis Teams to analyze disturbances that occur within the FRCC region and participate on 
Event Analysis Teams when disturbances occur within the FRCC region and impact an adjacent 
region (SERC). 
 
The FRCC performs transmission reliability studies in order to provide an assessment to NERC 
for their periodic NERC Reliability Assessments.  These studies include regional and inter-
regional studies.  The FRCC prepares three reliability assessments each year: a long-term 
reliability assessment report, a summer assessment report, and a winter assessment report.  These 
reports analyze electricity demand, the adequacy of supply and its deliverability, adequacy of 
fuel deliverability and the adequacy of the transmission system within the FRCC.  The FRCC 
will prepare special reliability assessment reports as conditions warrant.  
 
The FRCC will analyze unusual events that occur on the bulk power systems, identify the root 
causes of such events and lessons learned, assess past reliability performance and disseminate the 
findings of such analyses.  
 
The FRCC is an active participant in the Eastern Interconnection Reliability Assessment Group 
(ERAG) which is responsible for the Eastern Interconnection transmission models and inter-
regional studies.  The FRCC is active on the NERC Reliability Assessment Subcommittee which 
is responsible for performing an independent review of reliability assessments.   
 
 
Reliability Assessment and Performance Analysis Program Objectives 
The Reliability Assessment and Performance Analysis Objectives for 2009 are outlined below: 
 

 Conduct comprehensive transmission planning studies of the FRCC transmission system 
to ensure that the planned system meets the existing and future needs of all users of the 
transmission system (e.g., utility generation, network generation, network loads, 
merchant generation, IPPs and LSEs). 

                                                 
6 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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 Conduct inter-regional studies with SERC (Southern sub-region) to ensure that there are 
 

 Conduct and report the results of assessments of the overall reliability and adequacy of 
the FRCC bulk power system for 2009 summer, 2009/10 winter, and 2009 2018. 

 Assess and report on the key issues, risks, and uncertainties that affect or have the 
potential to affect the reliability of existing and future electric supply and transmission  
supply shortages, generating unit shutdowns, fuel supply and transportation disruptions, 
droughts, floods, strikes, extreme weather, etc. 

 Investigate and analyze off-normal events on the FRCC bulk power system. 
 Identify the root causes of events that may be precursors of potentially more serious 

events. 
 Assess past reliability performance for lessons learned. 
 Establish and maintain relationships with NERC, regulatory, and governmental 

organizations involved with bulk power system reliability (e.g., FPSC, DOE, FERC, EIA, 
etc.). 

 Develop new and enhance existing regional reliability assessment processes, regional 
criteria, and methodologies to ensure bulk power system reliability. 

 Develop methods of sharing best practice for transmission planning to ensure reliability. 
 Maintain a databank of power flow models, including dynamic models, to use in planning 

and evaluating future systems and current operating conditions. 
 Coordinate with ERAG Multi-Area Modeling Working Group (MMWG) to develop 

Eastern Interconnection steady-state and dynamics models. 
 Conduct the Loss of Load Probability and the Scenario Analysis studies. 

 
 
 
Funding Requirements  Explanation of Increase (Decrease) 
 

Personnel Expenses  It is felt that less time will be required to accomplish the 
objectives for this program than has been spent in the past.  It is expected that the efficiencies 
gained from experience and the automation of reports will help keep the personnel costs down. 
 
 Operating Costs  This reflect the increased cost for the Loss of Load Probability and 
Scenario Analysis studies that have to be performed in 2009. 
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Reliability Assessment and Performance Analysis Program 
Funding sources and related expenses for the reliability assessment and performance analysis 
section of the 2009 business plan are shown in the table below. 
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Situational Awareness and Infrastructure Security Program 
 

Situational Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

                                                                     2008 Budget       2008 Projection        2009 Budget 
Total FTEs .10 .11 .12 
Total Direct Expenses $117,942 $117,942 $28,606 
Total Indirect Expenses7     10,903     10,903     8,570 
Total Expenses $128,845 $128,845 $37,176 
 
Background 
The FRCC Operating Committee (OC), which develops and monitors a budget made up of both 
statutory and non-statutory functions, relies on a hierarchy of subordinate committees, working 
groups and agents to achieve its regional reliability goals.  The various reliability roles and 
functions are coordinated and monitored in accordance with the FRCC Security Process 
document and through established FRCC organizational processes and procedures.  Two of the 
primary reliability goals of the FRCC OC are continuous improvement of the situational 
awareness of the operators interconnected within the FRCC and ensuring that adequate physical, 
operational and cyber security objectives are in place for the Regions shared communications 
networks.   
 
The statutory functions are: FRCC satellite phone, screen snapshot from the Reliability 
Coordinator system, and the FRCC hotline drop.  

  
 
Funding Requirements  Explanation of Increase (Decrease) 
 

Personnel Expenses  It is felt that the 2009 budget better reflects the actual cost of 
this function as it has evolved in definition over the last two years.   The decrease in personnel 
costs is a reflection of a more accurate estimate of time to be spent to accomplish this function 
and its goals for 2009. 
 

                                                 
7 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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Situational Awareness and Infrastructure Security Program 
Funding sources and related expenses for the situational awareness and infrastructure security 
section of the 2009 business plan are shown in the table below. 
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 General and Administrative 
 
Background 
Charges included in General and Administrative are general legal expenses, executive time and 
expenses, human resources, information technology and accounting and finance.  Every effort is 
made to charge items and time directly to activities and to designate as statutory or non-statutory.  
These undesignated items are shared costs between the Regional Entity Division and the 
Member Services Division and are allocated based on actual labor hours charged.  The costs of 
General and Administrative have been included within the functional budgets as indirect costs 
for both 2008 and 2009 in order to present a full picture of the actual costs of each functional 
program. 
 
Legal and Regulatory 
 
Background 
The FRCC has retained outside counsel in Washington DC to assist the FRCC in carrying out its 
delegated responsibilities.  These attorneys will serve as chief legal advisor to the President and 
CEO, Board of Directors, staff and stakeholders on all legal and regulatory matters affecting the 
FRCC.  Outside counsel may review items filed with governmental agencies for legal sufficiency 
and impact to FRCC. 

 
2009 Goals and Objectives 

 Assist the FRCC in carrying out its delegated responsibilities for mandatory compliance 
and enforcement of reliability standards. 

 Assist the FRCC in carrying out its delegated responsibilities for development of 
reliability standards. 

 Serve as legal counsel to the FRCC on FERC-related matters. 
 

Information Technology 
 
Background 

The FRCC maintains a number of tools and other support services for the benefit of its 
members, Reliability Coordinator agent(s), and other system operators. These services include 
the FRCC Hotline, Florida Transaction Management System (FTMS), Reliability Data Link 
(RDL), FRCCNet, FRCC satellite phone, and multiple databases.  The FRCC Website provides 
information to the public as well as its members.  The IT department has one addition to staff for 
the 2009 budget in order to accomplish its goals for 2009 and support the functional programs.  

 
2009 Goals and Objectives 

 Provide I.T. and telecommunications resources for additional FRCC personnel. 
 Expand current co-located remote backup capability to include all FRCC hosted I.T. 

Services, including all websites and SQL databases. 
 Develop tools to automate and improve FRCC data collection and analysis processes. 
 Re-evaluate tools and services for enabling the FRCC mobile workforce. 
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Human Resources 
 
Background 
FRCC has assembled an exceptional team of highly qualified employees to carry out the 
activities of the FRCC.  The human resources department, in adherence with applicable federal 
and state laws, designs, plans, and implements human resources policies and procedures, 
including staffing, compensation, benefits, employee relations, and training and development.  

 
 

2009 Goals and Objectives 
 Recruit successful employees 
 Improve human resource policies and procedures 
 Conduct member satisfaction surveys 
 Provide management and training programs 
 Review employee compensation and benefits 
 Consolidation of staff onto one floor 

  
 
Finance and Accounting 
 
Background 
FRCC will submit its annual budget for statutory and non-statutory activities to the FRCC Board 
of Directors for approval and then file the approved annual budget for statutory and non-statutory 
activities to NERC.  This includes supporting materials such as a complete business plan and 
organizational chart, and the proposed expenditure of funds collected in sufficient detail to 
justify the requested funding collection and budget expenditures. 
 
The Finance and Accounting department will: direct the overall financial plans and accounting 
practices of the organization; oversee treasury, accounting, budget, tax, and audit activities; and 
oversee financial and accounting system controls and standards. 
 

 
Finance and Accounting Objectives 

 Prepare the 2009 statutory and non-statutory budgets. 
 Report budget variances to the FRCC Board and to NERC on a quarterly basis. 
 Evaluate and advise on the impact of long-range planning.  
 Provide on-going training to employees to ensure employees charge their time 

correctly. 
 
 
Non Operating Expense  Cash Reserve Requirement  
 
According to the delegation agreement, the FRCC is required to set a cash reserve.  The FRCC 
Board of Directors accepts the recommendation of the FRCC staff that a reserve equal to 10% of 
Statutory Assessment is sufficient to be held for a cash reserve. 
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2008 Organizational Chart 
 
 

Table 3 
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2009 Organizational Chart 
 

Table 4 
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Reserve Balance 
 
 

Table 5 
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Breakdown by Statement of Activity Sections 
The following detailed schedules are in support of Table 1, page 30, of the 2009 FRCC Business 
Plan and Budget.  All significant variances have been disclosed by program area in the preceding 
pages. 
 
Supplemental Funding 

Table B-1 
 

 
 
Personnel Expenses 

Table B-2 
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Meeting Expenses 

Table B-3 
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Operating Expenses 

Table B-5 
 

 
 

Table B-6 
 

 
 

 
Table B-7 
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Table B-8 

 
 

Table B-9 
 

 
 

Table B-10 

 
 

Table B-11 
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Section C  2009 RE Non-Statutory Business Plan and Budget 
 
Member Services Division 

Non Statutory Program Resources 
(in whole dollars) 

                                                                    2008 Budget         2008 Projection         2009 Budget 
Total FTEs 7.90 7.90 5.07 
Total Direct Expenses $1,792,961 $1,792,961 $2,290,040 
Total Indirect Expenses8     814,817     814,817  1,071,072 
Total Expenses $2,607,778 $2,607,778 $3,361,112 
*Includes a Cash Reserve Requirement 
 
Background 
The Member Services division of the FRCC provides, coordinates or administers a variety of 
services relating to the reliable planning and operation of the bulk power system in the FRCC 
Region.  These services are carried out by the FRCC Planning Committee (PC) and the FRCC 
Operating Committee (OC), and its various subcommittees, task forces and working groups.  
 
 

 
 Ensure the reliability of the Bulk Power System in the FRCC region. 
 Coordination, planning, operation and maintenance of reliable bulk electricity supply in 

the FRCC region. 
 
Membership and Governance 
FRCC's Members in the Member Services Division include investor-owned utilities, cooperative 
utilities, municipal utilities, power marketers and independent power producers. There are 
projected to be 26 FRCC Members in 2009.   

The activities of FRCC are directed by its Board of Directors. The Board is comprised of senior 
level executives from the FRCC membership. 

Non-Statutory Functional Scope 
Planning Committee (PC) 
The PC promotes the reliability of the bulk power system in the FRCC Region, and assesses and 
encourages generation and transmission adequacy.  The PC, through the FRCC Regional 
Transmission Planning Process, provides a vehicle for ensuring that transmission planning within 
the FRCC will provide for the development of a robust transmission network within the FRCC 
Region.  The Regional Transmission Planning Process is a coordinated transmission planning 
process that evaluates all transmission facilities with voltages 69kV and above.  The major goal 
of this process is to ensure that the planning transmission facilities will meet the needs of all 
market participants in a coordinated, open and transparent transmission planning environment. 
                                                 
8 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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The FRCC will continue to develop on an annual basis a Regional Transmission Plan using this 
planning process.  The Regional Plan is based on the Ten Year Site Plans that are required to be 
submitted st of each year.  The 
FRCC participates in an annual Ten Year Site Plan Workshop held by the FPSC.  
 
Operating Committee (OC) 
The OC is responsible for the coordination, planning, operation and maintenance of reliable bulk 
power supply in the FRCC.  Its primary reliability goals are the continuous improvement of the 
situational awareness of the operators interconnected within the FRCC, and ensuring that 
adequate physical, operational and cyber sec
communications network.  The OC ensures reliable operations are maintained through the 
development and implementation of the FRCC Security Process.  As a result of the Operating 
Reliability Subcommittee
Audit Report, the FRCC is currently revising the FRCC Security Process to ensure it continues to 
adequately address the NERC Reliability Standards requirements for Reliability Coordinators 
(RC).  Additionally, it is the goal of the FRCC to develop an internal RC continuous 
improvement program for the Region.  
 

Operating Reliability Subcommittee (ORS)  
The ORS provides overall administration for the development and implementation of 
operating procedures and other reliability matters.  The ORS reviews and assesses regional 
import and export limits, scheduled transmission outages, real-time system reliability, events 
analysis, information and data exchange and other reliability issues.  The ORS provides 
formal oversight and implementation of the Security Process which establishes the reliability 
responsibilities of the various entities within the Region and specifically monitors the agents 
responsible for performing the Reliability Coordinator (RC) and Operations Planning 
Coordinator (OPC) functions. 
 
Data Exchange Working Group (DEWG) 
The DEWG, subordinate to the ORS, supports the real-time data needs of the FRCC 
Reliability Coordinator and other entities identified by the FRCC ORS, and for developing 
methodologies to facilitate the exchange of real-time, modeling, and other operational data to 
help assure reliable electric power system operations.  Accurate modeling of the FRCC bulk 
power system is essential to maintaining situational awareness and ensuring reliability.  
Within the FRCC, all entities provide system data via the FRCC Reliability Data Link 
(RDL).  The FRCC RDL receives all substation topology information, line flows, voltage 
levels, unit parameters, etc. from the operating entities on a real-time basis.  Data is available 
to all. 
 
FRCC Telecommunications Subcommittee (TS) 
The TS provides formal oversight over the TS budget which is included in the OC budget.  
The primary purpose of the TS is to ensure that adequate and redundant communications 
facilities are made available to the operating entities within the FRCC.  The TS administers 
the FRCC hotline program, Satellite phone program, Reliability Data Link program and also 
ensures that reliable and redundant communications are maintained with NERCNet, from a 

-
and are in support of the Reliability Coordinator function, with the exception of the FRCC 
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satellite phone which is clearly a tool used by the Regional Entity to perform situational 
awareness and thus is budgeted as statutory. 

 
Non Statutory Situation Awareness and Infrastructure Security Program 
Objectives 
The Situation Awareness and Infrastructure Security Program Objectives for 2009 are outlined 
below:  
 

 Continuous improvement of the situation awareness of the operators interconnected with 
the FRCC by monitoring the activities of the Electricity Sector Information Sharing and 
Analysis Center (ES-ISAC) Operations.  

 Ensure that adequate physical, operational and cyber security objectives are in place for 
 

 Continue to accurately model the FRCC Bulk Power System to maintain situational 
awareness and ensuring reliability. 

 Continue to participate in and monitor the activities of the NERC Critical Infrastructure 
Protection Committee. 

 Develop an internal FRCC Reliability Coordinator internal RC continuous improvement 
program for the FRCC Region. 

 
Major 2009 Cost Impacts  
Operating Committee 
The 2009 Operating Committee (OC) budget is developed based on the activities of the 
Operating Reliability Subcommittee (ORS), the System Operator Subcommittee (SOS), the 
Telecommunications Subcommittee (TS), the Fuel Reliability Working Group (FRWG) and the 
Critical Infrastructure Protection Subcommittee (CIPS).  These budgets are primarily related to 
the FRCC Reliability Coordinator (RC) functions and include consulting costs, contract costs, 
computer software purchases and expenses to support some of the associated activities.  These 
budgets do not include FRCC staff salaries or associated personnel costs. 
 
The 2009 Direct Operating Cost budget is $1,310,826 which is 7.78 % (-$109,145) less than last 

419,961.  The decrease in the 2009 budget is primarily due to a decrease in 
software costs associated with the RC function and a decrease in telecommunications costs 
associated with the FRCC Net. 
 

Operating Reliability Subcommittee (ORS) 
The ORS budget makes up approximately 80 % of the total FRCC OC 2009 budget.  The 
2009 budget has a net decrease of approximately $65,000 as compared to the 2008 budget.   
This is due to a software purchase of $100,000, incurred last year associated with a move of 
the FTMS application to an external hosting site, which is not required for 2009.  There was 
an approximate increase of $20,000 associated with the additional RC time required to 

approximate increase of $15,000 associated with the increase in consultant rates charged for 
the various personnel performing the RC functions.   
 
Fuel Reliability Working Group (FRWG) 
The FRWG budget makes up approximately 5.5 % of the total FRCC OC 2009 budget.  In 
2008, the FRWG was formed as a permanent working group reporting to ORS and now 
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serves as budgetary oversight for the FRCC Gas Study Project.  The Gas Study Project 
budget was increased by approximately $25,000 as compared to the 2008 budgeted amount.  
This increase is due to anticipated consulting fees needed to support fuel reliability analyses 
of the FRCC Region.  The budget includes a statutory portion to support the NERC 
Reliability Assessment process as well as a non-statutory portion to support overall FRCC 
fuel reliability studies and assessment. 
 
System Operator Subcommittee (SOS) 
The SOS budget makes up approximately 0.9 % of the total FRCC OC 2009 budget.  The 
SOS budget for 2009 is unchanged and is used to support the annual FRCC system operator 
seminars. The majority of the seminar expenses are self-funded except for the FRCC Staff 
expenses and administrative expenses related to the seminars.  The budget is considered 
statutory in support of training and education. 
 
Telecommunications Subcommittee (TS) 
The TS budget makes up approximately 12.7 % of the total FRCC OC 2009 budget.  The 
2009 Direct Operating Cost budget has a net decrease of approximately $72,000 as compared 
to the 2008 budget.   In 2008, $76,000 was budgeted for a one-time upgrade from the Frame 
Relay to a Multi Protocol Label Switching (MPLS) network. Without this expense, the 2009 
budget is approximately $4,000 more than the 2008 budget.  This increase is primarily due to 
the addition of a Hotline connection. 
  
Critical Infrastructure Protection Subcommittee (CIPS) 
The CIPS budget makes up approximately 0.8 % of the total FRCC OC 2009 budget.  The 
CIPS was newly formed in 2008.  The $10,000 budget for 2009 is the anticipated costs 
associated with supporting CIPS workshops.  

 
 Planning Committee (PC) 
The 2009 Planning Committee (PC) budget is developed based on the activities of the Available 
Transfer Capability Working Group (ATCWG), the Resource Working Group (RWG), the 
Stability Working Group (SWG) and the Transmission Working Group (TWG).  These budgets 
are primarily for the labor involved in coordination activities performed by member 
representatives, software and meeting costs.  These budgets do not include FRCC staff salaries or 
other costs associated with FRCC staff. 
 
The total 2009 PC Direct Operating Cost budget is $203,891, which is 2.33% higher than last 

expenses associated with each Working Group are different.  Below is a breakdown of the major 
changes in the expenses for each Working Group. 
 

Available Transfer Capability Working Group (ATCWG) 
In 2008, more than $24,000 was budgeted for outside labor associated with loadflow creation 
and maintenance.  In 2009, it is expected that those tasks will all be completed internally by 
FRCC staff and those expenses have not been included in the PC budget.  In addition, with 
the new ATC software being purchased by FRCC members in 2008, it is expected that the 
software enhancements required in 2009 will be reduced from $20,000 down to $10,000.  
The overall ATCWG budget is $12,644, which is approximately 27% of the 2008 budget. 
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Resource Working Group 
The workload for the Resource Working Group (RWG) is expected to continue to increase in 
2009 due to increased requirements from the NERC Reliability Assessment Subcommittee 
(RAS).  To complete this additional work, the 2009 budget for RWG is $37,040, which is an 
increase from the 2008 budget of $17,420. 
 
Stability Working Group 
The focus on Bulk Power System stability is expected to increase to meet higher expectations 
created by revised NERC standards.  To meet these higher expectations, the SWG will be 
required to complete more stability studies.  In addition, the stability module of the MOD 
software is needed in 2009 to improve the efficiency and accuracy of the stability data.  The 
SWG budget for 2009 is $38,711, which is an increase from the 2008 budget of $20,724. 
 
Transmission Working Group 
The Transmission Working Group budget for 2009 is $115,496, which is essentially the same 
as the 2008 budget of $114,038.  Even though the overall budget did not change, the TWG 
expenses for labor is lower because FRCC staff continues to complete more of the 
coordinated activities for the TWG.  The software expenses are higher to reflect higher 
maintenance costs for the software and the purchase of a new module for the MOD software 
to maintain the short circuit database.  

 
Funding Requirements  Explanation of Increase (Decrease) 
 

Personnel Expenses  It is felt that the amount of time spent to achieve the goals of 
these member services committees is expected to increase 30% in 2009 or approximately 
$375,000 in order to accomplish the goals that have been set. 
 
Non Operating Expense  Cash Reserve Requirement  It is felt that a reserve equal to 
one (1) months working capital is sufficient to be held for a cash reserve.
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2008 Organizational Chart 
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Reserve Analysis  2008 2009 
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2009 Midwest Reliability Organization Business Plan and Budget 

I. Background 

The Midwest Reliability Organization (“MRO”) 2009 Business Plan and Budget has 

been developed by MRO staff.  The plan and budget are subject to Board of Directors 

(“Board”) approval and stakeholder review. 

The MRO has an approved Regional Delegation Agreement with North American 

Electric Reliability Corporation (“NERC”) as a Cross-Border Regional Entity (“CBRE” or 

“RE”).  NERC operates as the international Electric Reliability Organization (“ERO”).  

The MRO operates under the delegated authority of the Federal Energy Regulatory 

Commission (“FERC” or “Commission”) in the United States and through similar 

arrangements in Manitoba and Saskatchewan.  The MRO Region includes over 

20,000,000 people and covers approximately one million square miles.  The total net 

energy to load is nearly three hundred million megawatt hours (MWh).  

The MRO is a non-profit corporation registered in Delaware and has a 501 (c) 6 

designation by the Internal Revenue Service.  The MRO is licensed and registered to 

conduct business and operate in all the states and two Canadian provinces within its 

region.  The MRO region is comprised of municipal utilities, cooperatives, investor-

owned utilities, a federal power marketing agency, Canadian Crown Corporations, 

large and small end-use load organizations, and independent power producers.  The 

MRO region spans eight states and two Canadian provinces covering roughly one 

million square miles.  The MRO is independent of bulk power owners, users and 

operators of the bulk power system and is not an operator, owner, or user of the 

bulk power system and has no shared employees with a third or related party. 
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Below is a summary of the MRO’s funding requirements: 

Midwest Reliability Organization

(in whole dollars) 

2009 Budget U.S. Canada Mexico

Statutory Full Time 

Equivalents (FTEs) 
26.50 

Non-Statutory FTEs 0.00 

Total FTEs 26.50 

Statutory Expenses $6,405,724 

Non-Statutory 

Expenses 
$0 $0 $0 $0

ERO Funding 

Assessments
 $6,376,474  $5,391,836  $984,638 $0

Member Funding 

Assessments
$0 $0 $0 $0

Total Funding $6,376,474   $5,391,836  $984,638 $0

NEL 272,403,444  230,339,637  42,063,807 0

NEL % 100.000%  84.558%  15.442% 0.00%
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Figure 1 - Midwest Reliability Organization Region Map 

Committees of the MRO provide recommendations, advice, and counsel to the Board 

and are balanced in the representation.  The Board has the decision-making 

authority.  The sectors for the Board are: 

Canadian Utility (2) 

Cooperative (2) 

Federal Power Marketing Agency (1) 

Generator and/or Power Marketer (2) 

Investor Owned Utility – Large (3) 

Investor Owned Utility – Small (2) 

Large End-Use Electricity Customer (1) 

Municipal Utility (2) 

Small End-Use Electricity Customer (1) 

Transmission System Operator (3) 

Regulators are registered members in the MRO and share the same rights as 

members but have no vote.  All meetings are open but the MRO Board of Directors 

reserve the right to call a meeting into Executive Session. 
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1. Statutory Functional Scope 

The primary purposes of the MRO are: 

1. Develop, propose, and/or adopt regional and NERC Reliability Standards. 

2. Determine compliance with those standards, including enforcement 

mechanisms in a non-discriminatory manner consistent with the rules. 

3. Perform seasonal, long-term, and other assessments of reliability. 

4. Other services consistent with its reliability charter and delegation agreement 

such as studies. 

The MRO provides a transparent, effective, and efficient reliability organization 

across a broad geographic region with open meetings and an inclusive standard 

setting process: 

1. The MRO is an effective reliability organization for a region which has a long 

tradition of managing within and across complex, multiple seams including an 

interconnection seam, structured markets (MISO and PJM) to bi-lateral 

market seams, and an international border. 

2. The MRO creates a common forum for the region regardless of transmission 

allegiance.  Nearly half of the regional load is not in a Regional Transmission 

Organization (“RTO”) and approximately two-thirds of the transmission is not 

in a RTO. 

3. The MRO region has a tradition of working successfully on reliability matters 

despite the complexities in seams, diverse constituencies, and jurisdictions.  

Approximately half of the load in the MRO is public power, including Canada.  

The MRO is a vital link to maintain and expand existing “reliability” 

relationships among regulators, bulk power users, owners, and operators. 

4. Because of the seam, unique power system technical configurations, such as 

very long distances between load and generator, stability-limited 

transmission, the large percentage of hydro generation, and the diversity of 

its constituency, the region must have the ability and means to represent its 

own regional reliability interests for the benefit of the users, owner, and 

operators of the bulk power system and the public it serves as a CBRE under 

the final reliability rule and consistent with the Bilateral Principles. 

The 2009 Business Plan and Budget fulfills MRO’s commitments related to the 

delegated functions from NERC, consistent with FERC and Canadian authorities: 
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Implementation of compliance and enforcement programs to those subject to 

Reliability Standards. 

Non-discriminatory, consistent enforcement process to those subject to 

Reliability Standards. 

Adoption of Reliability Standards to ensure enforceability.  Canadian 

enforceability has been sought through agreements with Saskatchewan and 

Manitoba. 

Ability to propose standards to benefit the reliability of the MRO region; using 

an open, technically valid process. 

Provide education and resources for system operators, users, and owners of 

the bulk electric system. 

Assess and report on regional bulk power system reliability and adequacy. 

Investigate and report on regional bulk power system events and evaluate 

those events for enforcement action or improvements. 

2. Planning Cycle 

Week of April 28 MRO Finance and Audit Committee Review 

May 1 Initial list of Load Serving Entities (“LSE”). 

May 9 Submittal of preliminary business plan and budget to 

NERC. 

May-June (1) NERC review of preliminary budget. 

(2) MRO Board and Staff review and rationalize budget – 

make changes to budget. 

May 30 Submittal of complete business plan and budget to 

NERC. 

June 9 Budget ready for Board approval (Board meeting June 

19).

July 1 Final list of Load Serving Entities obligated to fund NERC 

and Regional Entities with estimated share of costs 

assigned to each entity. 

July 9 or prior Board approval and Final 2009 budget submittal due to 

NERC. 
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3. 2009 Primary Objectives 

MRO’s primary objective is to carry out its responsibilities related to the Regional 

Delegation Agreement and the NERC rules in a consistent, predictable, transparent, 

professional, and non discriminatory manner within budget. 

4. Major 2009 Cost Impacts 

The total budget cost to implement the 2009 Business Plan is $6,405,724. This is a 

significant increase over 2008 budget and includes 26.50 Full Time Equivalents 

(FTEs), up from approximately 23.00 FTEs.  The increase from 2007 to 2008 budgets 

was 6.2%, for comparative purposes.  MRO expects that budget increases will be 

stable after the initial years of “start up” of handling the requirements under 

mandatory Reliability Standards. 
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Operational Programs Budget 2009
Change from 

2008Projection
Reliability Standards 422,708$          4,348$                 
Compliance Monitoring and Enforcement 2,071,510         550,789               
Reliability Readiness Evaluation and Improvement 194,907            115,166               
Training and Education 108,249            32,529                 
Reliability Assessment and Performance Program 982,029            207,225               
Situational Awareness and Infrastructure Security 57,549              4,007                   
Administrative Programs 2,568,773       100,172              
Total Programs 6,405,724$      1,014,236$         

2009 Budget $6,405,724

Reliability Standards

Compliance Monitoring and
Enforcement
Reliability Readiness
Evaluation and Improvement
Training and Education

Reliability Assessment and
Performance Program
Situational Awareness and
Infrastructure Security
Administrative Programs

2009 Budget Increase Over 2008 Budget $1,014,236

Reliability Standards

Compliance Monitoring and
Enforcement
Reliability Readiness
Evaluation and Improvement
Training and Education

Reliability Assessment and
Performance Program
Situational Awareness and
Infrastructure Security
Administrative Programs
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Approximately 66% of MRO’s costs are in staff resources.  Of the total budget, the 

Compliance program area, represents 32% of the total costs, while Standards and 

Assessment areas make up an additional 22% of the total budget.  Total operational 

program areas account for approximately 60% of the MRO total budget.  However, 

the Administrative program areas such as “General and Administrative” and “Legal 

and Regulatory” are closely aligned with the operational programs and therefore, the 

reader must keep this in mind when reviewing the business plan and budget.  

Total Funding by Program Area
Budget 

2008
Projection 

2008

Change 
fromBudget to  

Projection
Budget 

2009
Change from 

Projection

Operational Programs
Reliability Standards 336,965$ 418,360$ 81,395$ 422,708$              4,348$               
Compliance Monitoring and Enforcement 1,453,770 1,520,721 66,951 2,071,510             550,789             
Reliability Readiness Evaluation and Improvement 208,491 79,742 (128,750)             194,907                115,166             
Training and Education 80,962                75,720 (5,242)                 108,249                32,529               
Reliability Assessment and Performance Program 541,741 774,804 233,063 982,029                207,225             
Situational Awareness and Infrastructure Security 60,840                53,542 (7,299)                 57,549                  4,007                 

Total Funding Operational Programs 2,682,769$ 2,922,888$ 240,119$ 3,836,951$           914,064$          

Administrative Programs
Technical Committees and Members' Forums 328,835$ 340,751$ 11,916$ 184,900$              (155,852)$
General & Administrative 612,894 557,944 (54,950)               421,753                (136,191)
Information Technology 517,274 596,546 79,272 725,649                129,103             
Legal and Regulatory 512,576 338,279 (174,297)             638,654                300,375             
Human Resources -                      -                         -                      -                        -
Finance and Accounting1 677,140 635,080 (42,060)               597,817                (37,263)

Total Funding Administrative Programs 2,648,719$ 2,468,600$ (180,119)$          2,568,773$           100,172$          

Total Funding 5,331,488$ 5,391,488$ 60,000$ 6,405,724$           1,014,236$

1 Human Resources included in "Finance and Accounting".

STATUTORY

Total Expense Category by Program Area Salary Plus Benefits

Meeting 
Expenses: 
Meetings

Meeting 
Expenses: 

Travel

Meeting Expenses: 
WebEx/Conference 

Calls
Total Operating 

Expenses Total Expenses

Operational Programs
Reliability Standards 316,308$                   7,500$                10,000$              15,000$                     73,900$                 422,708$             
Compliance Monitoring and Enforcement 1,720,303                  18,000                100,000              10,000                       223,207                 2,071,510            
Reliability Readiness Evaluation and Improvement 97,483                       1,440                  45,000                1,440                         49,544                   194,907               
Training and Education 72,399                       29,850                2,400                  1,200                         2,400                     108,249               
Reliability Assessment and Performance Program 686,514                     40,000                50,000                18,000                       187,515                 982,029               
Situational Awareness and Infrastructure Security 54,549                       600                     2,400                  -                             -                        57,549                 

Total Expense Category Operational Programs 2,947,555$               97,390$             209,800$           45,640$                    536,566$               3,836,951$         

Administrative Programs
Technical Committees and Members' Forums 124,900                     -                      60,000                -                             -                        184,900               
General & Administrative 301,769                     22,000                22,000                -                             75,984                   421,753               
Information Technology 211,969                     -                      6,000                  -                             507,680                 725,649               
Legal and Regulatory 442,334                     -                      4,320                  4,800                         187,200                 638,654               
Human Resources -                            -                      -                      -                             -                        -                       
Finance and Accounting/Human Resources 224,086                     -                      3,000                  -                             370,730                 597,817               

Total Expense Category Administrative Programs 1,305,058                 22,000              95,320              4,800                       1,141,594              2,568,773           

Total Expense Category 4,252,613$               119,390$           305,120$           50,440$                    1,678,160$            6,405,724$         

Total Meeting Expenses
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The 2009 budget includes 26.50 full-time equivalents (FTE) in the following areas: 

Total FTE's by Program Area
Budget 

2008
Projection 

2008

Change 
fromBudget 

to  Projection
Budget 

2009
Change from 

Projection

Operational Programs
Reliability Standards 2.15 2.75 0.60 2.50 -0.25
Compliance Monitoring and Enforcement 9.65 7.50 -2.15 10.00 2.50
Reliability Readiness Evaluation and Improvement 1.10 0.25 -0.85 0.50 0.25
Training and Education 0.45 0.50 0.05 0.50 0.00
Reliability Assessment and Performance Program 2.20 4.00 1.80 4.75 0.75
Situational Awareness and Infrastructure Security 0.35 0.25 -0.10 0.25 0.00
Total FTEs Operational Programs 15.90 15.25 -0.65 18.50 3.25

Administrative Programs
Technical Committees and Members' Forums 0.45 0.75 0.30 0.75 0.00
General & Administrative 1.65 1.75 0.10 1.50 -0.25
Information Technology 1.50 2.50 1.00 2.00 -0.50
Legal and Regulatory 1.40 0.50 -0.90 1.50 1.00
Human Resources 0.00 0.00 0.00 0.00 0.00
Finance and Accounting1 2.00 2.00 0.00 2.25 0.25
Total FTEs Administrative Programs 7.00 7.50 0.50 8.00 0.50

Total FTEs 22.90 22.75 -0.15 26.50 3.75

1 Human Resources included in "Finance and Accounting".

STATUTORY

For 2009, the MRO has no non-statutory functions and has no plans to perform any 

at this time. 

A note to the reader, MRO’s role under mandatory standards is new and budgeting 

techniques are being refined each year across NERC.  Additionally, MRO leverages its 

staff across multiple functional areas to assure efficiency and reduce potential 

conflicts; however, MRO has no shared employees with a third or related party.  

2009 Business Plan and Budget Summary by program area: 

Operational Programs

Reliability Standards will substantially maintain its current workload plan, but 

will focus on increasing stakeholder participation on NERC drafting teams. 

Compliance Monitoring and Enforcement and Organizational Registration and 

Certification will experience an increase in work due to the expanded scope of 

compliance monitoring, the implementation of the NERC CIP-002 through 

CIP-009 Reliability Standards, the continuing refinements in Regulation, and 

conducting follow-up and investigations on compliance matters. 
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Reliability Readiness Evaluation and Improvement will increase the number of 

Readiness Evaluations from four to seven.  However, MRO will rely on its 

volunteer stakeholders to assist on successfully completing these evaluations.  

The number should remain stable into the future unless there is a change 

made to the NERC program.  

Note: In its 2009 business plan, developed after approval of this plan by 

MRO, NERC has eliminated the Reliability Readiness Evaluation and 

Improvement Program.  In the NERC approved plan, 2009 will be a transition 

year, during which open Readiness recommendations in the Region will be 

monitored to their completion and a reduced set of Evaluations will take 

place. Due to the uncertainty associated with the final disposition of the NERC 

program and the expectations delegated to MRO at the time this plan was 

developed and finalized, the potential for an under run of 2009 expenditures 

compared to budget exists, but is difficult to quantify at this time. 

Training and Education reflects the staffing needed to develop training 

materials and implement enhancements in the training software for system 

operators.

Reliability Assessment and Performance Analysis will have increased attention 

to protection and control standards, special protection scheme reviews, 

resource adequacy, integration of accelerated renewable generation, NERC 

and regulatory data requests, system modeling, and reviews of regional 

reliability criteria and procedures.  For 2009, Event Analysis was budgeted in 

the Assessment area; this is a change to the budget from Compliance area. 

Situational Awareness and Infrastructure Security will require staff time to 

work with NERC and other Regional Entities (“REs”) staff to implement the 

new situational awareness tools proposed by NERC. 

Administrative Programs 

Technical Committees and Members Forums reflects the resources needed to 

maintain representation on the NERC committees and working groups, such 

as the Operating and Planning Committees.  MRO reimburses stakeholders for 

reasonable travel-related costs who represent MRO at these meetings.  . 

General and Administrative reflects the Office of the President and other 

administrative costs related to the Board and governance matters.  No 

significant changes for 2009.
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Legal and Regulatory activities focus on regulatory filings, due process 

protections for those subject to Reliability Standards 

Information Technology was increased to reflect the elimination of non-

statutory services to a third party; these resources will be used to focus on 

MRO-only activities. 

Finance and Accounting/Human Resources had no significant change as 

compared to 2008. 



Section A — 2009 MRO Business Plan Operational Programs 
Reliability Standards Program 

II. Section A — 2009 Business Plan  

Part 1-Operational Programs 

1. Reliability Standards Program 

Reliability Standards Program Resources

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 2.15 2.75 2.50 

Total Direct Funding $336,965 $418,360 $422,708 

Total Indirect Funding1 $358,160 $445,157 $347,131 

Total Funding $695,125 $863,517 $769,839 

a. Background 

The MRO utilizes a balanced stakeholder Standards Committee (“SC”) to administer 

the regional standards program and is charged with the following responsibilities: 

Assuring MRO regional Reliability Standards are consistent with NERC 

Reliability Standards. 

Processing all requests for new or modifications to MRO Reliability Standards 

using the MRO standards process. 

Maintaining MRO Reliability Standards process documentation. 

Presenting new or modifications to MRO Reliability Standards for adoption by 

the Board upon recommendation from the SC. 

Promoting coordination of the MRO efforts with other Regional Entities and 

NERC, including periodic review of Reliability Standards and their applicability 

to those subject to the Reliability Standards. 

Providing recommendations to the NERC standing committees or other 

working groups as required. 

Assigning the development of a standard to a drafting team. 

1 Indirect funding is calculated by allocating all administrative services funding to the operational program 
areas on a proportional FTE basis. 
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Additionally, the MRO uses a web-based standard voting system called Reliability 

Standards Voting Process (“RSVP”) which maintains the records of the comments, 

votes, etc. of each proposed standard.  This system permits easy administration and 

convenience for those who participate in the standards process (through the MRO 

Registered Ballot Body, there is no cost for participation). 

b. Program Description and Functions Performed 

MRO staff and stakeholders provide technical advice and comment to NERC in 

developing Reliability Standards applicable across North America and the Eastern 

Interconnection.  In addition, MRO develops regional Reliability Standards that are 

applicable across the MRO region.  The MRO standards process is consensus-based, 

technically vetted, and open to the public and bordering entities that may be 

impacted by a proposed regional Reliability Standard by the MRO.  Once a MRO-

proposed regional Reliability Standard is approved by NERC and the applicable 

regulatory authorities, the MRO regional Reliability Standard is enforced according to 

rules in the United States, Manitoba, and Saskatchewan. 

MRO proposed four regional Reliability Standards through its approved standards 

process in 2008.  MRO expects these standards to be applicable to Registrants in 

2009 after regulatory approval(s). 

MRO participates in NERC and MRO standards drafting teams, holds meetings and 

conferences to discuss standards, and is actively working with NERC on the 

standards development plan which includes revising NERC standards to be 

enforceable under Section 215 of the Federal Power Act and provincial authorities. 

The following is a list of NERC Drafting Teams Projects and associated Standards that 

the MRO will track and participate in for 2009. 

2008-01 Voltage and Reactive Control 

VAR-001-1 Voltage and Reactive Control 

VAR-002-1 Generator Operation for Maintaining Network Voltage Schedules 
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2008-02 Undervoltage Load Shedding (“UVLS”) 

PRC-010-0 Assessment of the Design and Effectiveness of UVLS Program 

PRC-022-1 Under-Voltage Load Shedding Program Performance 

2008-03 Emergency Operations 

EOP-001-0 Emergency Operations Planning 

EOP-002-2 Capacity and Energy Emergencies 

EOP-003-1 Load Shedding Plans 

IRO-001-1 Reliability Coordination – Responsibilities and Authorities 

2009-01 Disturbance and Sabotage Reporting 

CIP-001-0 Sabotage Reporting 

EOP-004-1 Disturbance Reporting 

2009-02 Connecting New Facilities to the Grid 

FAC-001-0 Facility Connection Requirements 

FAC-002-0 Coordination of Plans for New Facilities 

2009-03 Interchange Information 

INT-001-2 Interchange Transaction Tagging 

INT-003-2 Interchange Transaction Implementation 

INT-004-1 Interchange Transaction Modifications 

INT-005-2 Interchange Authority Distributes Arranged Interchange 

INT-006-2 Response to Interchange Authority 

INT-007-1 Interchange Confirmation 

INT-008-2 Interchange Authority Distributes Status 

INT-009-1 Implementation of Interchange 

INT-010-1 Interchange Coordination Exemptions 

2009-04 Modeling Data 

MOD-010-0 Steady-State Data for Transmission System Modeling and 

Simulation

MOD-011-0 Regional Steady-State Data Requirements and Reporting 

Procedures
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MOD-012-0 Dynamics Data for Transmission System Modeling and 

Simulation

MOD-013-1 Maintenance and Distribution of Dynamics Data Requirements 

and Reporting Procedures 

MOD-014-0 Development of Interconnection-Specific Steady State System 

Models 

MOD-015-0 Development of Interconnection-Specific Dynamics System 

Models 

PRC-013-0 Special Protection System Database 

PRC-015-0 Special Protection System Data and Documentation 

PRC-020-1 Under-Voltage Load Shedding Program Database 

PRC-021-1 Under-Voltage Load Shedding Program Data 

2009-05 Demand Data  

MOD-016-1 Actual and Forecast Demands, Net Energy for Load, 

Controllable DSM 

MOD-017-0 Aggregated Actual and Forecast Demands and Net Energy for 

Load

MOD-018-0 Reports of Actual and Forecast Demand Data 

MOD-019-0 Forecasts of Interruptible Demands and DCLM Data 

MOD-020-0 Providing Interruptible Demands and DCLM Data 

MOD-021-0 Accounting Methodology for Effects of Controllable DSM in 

Forecasts

2009-06 Protection Systems 

PRC-003-1 Regional Requirements for Transmission and Generation 

Protection System Misoperations 

PRC-004-1 Analysis and Mitigation of Transmission and Generation 

Protection System Misoperations 

PRC-012-0 Special Protection System Review Procedure 

PRC-014-0 Special Protection System Assessment 

PRC-016-0 Special Protection System Misoperations 
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2009-07 Cyber Security 

CIP-002-1 Critical Cyber Asset Identification 

CIP-003-1 Security Management Controls 

CIP-004-1 Personnel & Training 

CIP-005-1 Electronic Security Perimeter(s) 

CIP-006-1 Physical Security of Critical Cyber Assets 

CIP-007-1 Systems Security Management 

CIP-008-1 Incident Reporting and Response Planning 

CIP-009-1 Recovery Plans for Critical Cyber Assets 

2009-08 Phasor Measurement Units 

New standard 

2009-09 Resource Adequacy Assessments 

New standard 

c. 2009 Goals and Objectives 

The MRO standards goals for 2009 include the following: 

Completion of the so called “fill-in-the-blanks” project as outlined in the NERC 

three year plan. 

Develop and propose MRO Reliability Standards as appropriate. 

Submit MRO Reliability Standards to NERC to be recognized as enforceable 

under the final reliability rule (in the U.S. via FERC) and in Canadian 

jurisdictions. 

Establish necessary supporting documentation for MRO Reliability Standards 

or so called “fill in the blank” standards (“the audit trail”). 

File, as required, MRO Reliability Standards with appropriate regulatory 

authorities. 

Communicate new Reliability Standards to Registrants (those on the MRO 

Registry, also known as Registered Entities). 

Provide comments and support to other NERC and MRO SC activities. 

Identify and complete regional reliability standards development. 

Work with NERC to improve interpretation of existing Reliability Standards. 

Work with NERC to improve the process speed of Reliability Standards 

development. 
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Work with Event Analysis groups to identify “gaps” or improvements in 

existing Reliability Standards. 

Assure clear communication to Registrants on new standards that become 

enforceable. 

d. 2009 Work Plan

Revise the MRO Manual 

Revise the MRO Standards Process Manual. 

Process data submittals on a timely basis. 

Comment on all NERC SAR and draft standards. 

Communicate with stakeholders and vote on all NERC standards. 

Participate in Situational Awareness and Event Analysis projects as required. 

Continue to implement enhancements to programs and tools. 

Support and brief SC and Board on standards-related activities. 

Participate on various NERC groups and committees. 

Provide standards workshops to Registrants. 

Receive drafting team training, MRO staff training, and NERC CEH training. 

Draft Reliability Standards Worksheets (“RSAWs”) for the four proposed MRO 

Reliability Standards 

Assure staff is properly trained  

e. Funding Requirements — Explanation of Increase (Decrease) 

For 2009, MRO will increase its participation in the NERC drafting teams; however, 

there is no significant change in funding requirements from the 2008 budget. 

f. Staffing Needs 

This program area requires 2.25 FTEs. 

f.i Hiring Plans 

No additional staffing is required in this program area. 

f.ii Shared Employees 

None.

f.iii Contractors 

For 2009, a vendor contractor will be utilized for maintenance of the RSVP system. 
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g. Statement of Activities 

Funding sources and related expenses for the reliability standards section of the 2009 

business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 336,965$         418,360$         81,395$               422,708$         4,348$                   
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 336,965$        418,360$        81,395$              422,708$         4,348$                  

Expenses
Personnel Expenses

Salaries 185,850$         247,065$         61,215$               222,752$         (24,313)$                
Payroll Taxes 34,271             42,001             7,730                   37,868             (4,133)                    
Benefits 15,882             19,765             3,884                   17,820             (1,945)                    
Retirement Costs 33,435             42,001             8,566                   37,868             (4,133)                    

Total Personnel Expenses 269,437$        350,832$        81,395$              316,308$         (34,524)$               

Meeting Expenses
Meetings 5,000$             5,000$             -$                    7,500$             2,500$                   
Travel 10,000             10,000             -                      10,000             -                         
WebEx / Conference Calls 12,528             12,528             -                      15,000             2,472                     

Total Meeting Expenses 27,528$          27,528$          -$                   32,500$           4,972$                  

Operating Expenses
Consultants 30,000$           30,000$           -$                    30,000$           -$                       
Contracts -                   -                   -                      30,000             30,000                   
Office Rent -                   -                   -                      -                   -                         
Office Costs 10,000             10,000             -                      13,900             3,900                     
Professional Services -                   -                   -                      -                   -                         
Computer Purchase & Maintenance -                   -                   -                      -                   -                         
Furniture & Equipment -                   -                   -                      -                   -                         
Miscellaneous -                   -                   -                      -                   -                         
Contingency -                   -                   -                      -                   -                         

Total Operating Expenses 40,000$          40,000$          -$                   73,900$           33,900$                

Other Non-Operating Expenses -$                -$                -$                   -$                 -$                      

Total Expenses 336,965$        418,360$        81,395$              422,708$         4,348$                  

Change in Assets -$                -$                -$                   -$                 -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards 0300
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g-i. Summary of 2008 Projection and 2009 Budgeted Funding and 

Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan section of this document: 

Funding Sources  

ERO Assessments 

Personnel Expenses  

Meeting Expenses includes meeting and other travel related costs to support this 

program area.  Below is an estimate of the meetings budgeted in 2009: 

Meeting # of Attendees # of Meetings 

Standards Committee 15 4

NERC Standards Review 

Subcommittee 

15 2

Drafting Teams (4 teams) 15 12

Workshop 30 1

Operating Expenses includes consultants required to perform any additional 
development to the  voting software (“RSVP”) and other office costs.  
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2. Compliance Monitoring and Enforcement and Organization 

Registration and Certification Program 

Compliance Monitoring and Enforcement and 

Organization Registration and Certification Program Resources

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 9.65 7.50 10.00 

Total Direct Funding $1,453,770 $1,520,721 $2,071,510 

Total Indirect Funding $1,607,556 $1,214,066 $1,388,525 

Total Funding $3,061,326 $2,734,787 $3,460,035 

a. Background 

The MRO staff will monitor, assess, and enforce compliance of Reliability Standards 

for each Registrant (also known as Registered Entity) that has compliance 

responsibilities as defined in the MRO Registry in a non-discriminatory manner with 

the appropriate due process.  In the United States, MRO enforces Reliability 

Standards according to Commission-approved rules (Compliance Monitoring and 

Enforcement Program or “CMEP”).  In Saskatchewan and Manitoba, MRO carries out 

its responsibilities according to agreements with the respective applicable provincial 

authorities. 

MRO staff performs all necessary compliance and enforcement activities under the 

Regional Delegation Agreement.  The MRO Compliance Committee (“CC”) assures 

MRO staff carries out its responsibilities according to the rules and acts in an 

advisory role to staff on process and procedural matters.  Additionally, the CC 

provides reports to the Board on trends and other facts in both a public and non-

public meetings.  The Board approves enforcement actions, including settlements 

and acts as the hearing body according to the rules. 

Registration criteria and requirements are approved by NERC and FERC in the United 

States and MRO staff carries out those responsibilities through its Regional 

Delegation Agreement.  Registration can found on the MRO Registry which is 

incorporated into the overall NERC Registry. MRO staff registers all known entities 
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subject to the Reliability Standards and revises the Registry as required under the 

rules.

Certification of those applicable functions is performed by MRO staff in conjunction 

with NERC under its rules. 

b. Program Description and Functions Performed 

In 2009, the MRO compliance monitoring and enforcement program includes 

performing CMEP activities with 113 Registrants, including eight joint registrations in 

the MRO region.  There are a total of 587 functions performed by the 113 

Registrants.

The 2009 compliance program strategy includes placing all Registrants “on notice” 

for all applicable regulatory approved Reliability Standards, and sets the expectation 

that Registrants should be compliant with applicable Standards at all times.   There 

are 26 Balancing Authority (BA), Transmission Operator (TOP), and Reliability 

Coordinator (RC) entities, and 89 entities that perform “other functions”.  All 113 

Registrants will participate in the compliance program that includes various types of 

data submittal, monthly reporting, exception reporting, self-reporting, self-

certification, spot check, random spot check, and surveys.  All Registrants participate 

in compliance audits on a determined three and six-year cycle.  The 26 BA, TOP, and 

RC entities receive an audit at least once every three-years, and the 89 “other 

function” entities receive an audit at least once every six-years.  For 2009 there are 

a total of 20 compliance audits scheduled including seven BA, TOP, and RC audits, 

and 13 “other function” audits.  Furthermore, the implementation of the compliance 

program for the Critical Infrastructure Protection Reliability Standards will cause an 

increase in workload. 

In addition to the normal compliance discovery activities under the NERC CMEP, MRO 

staff may be involved in Event Analysis, Compliance Violation Investigations, and 

Hearings.  These activities are also included in the business plan for 2009. 
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c. 2009 Goals and Objectives 

• Implement program consistent with the RDA and NERC rules. 

• Educate Registrants by providing training, lessons learned, addressing 

questions, and offering other help as needed to maintain compliance. 

• Deliver consistent, quality program results across all discovery methods (e.g. 

zero false findings from audits). 

• Assure professionally trained staff is available to perform the required 

activities under the CMEP. 

• Improve productivity by increasing number of audits and random tests for 

compliance. 

• Maintain accurate and up to date MRO registry. 

• Assess all alleged violations of Reliability Standards in a fair, uniform, and 

systematic manner in the determination of enforcement mechanism. 

• Assess all mitigation plans in a fair, uniform, and systematic manner to 

ensure the violation and root causes are mitigated. 

• Provide for fair due process to all Registrants so that MRO experiences no 

remands from a Regulatory authority. 

d. 2009 Work Plan 

Revise the CMEP Manual upon regulatory approval of the NERC CMEP. 

Develop, implement, and administer the 2009 regional annual CMEP program 

that includes 113 Registrants. 

Timely review, process, and validate Mitigation Plans as required. 

Continue entity registration process and administration of the MRO Registry. 

Perform entity certification processes. 

Perform compliance assessment for 113 Registrants. 

Perform 21 compliance audits. 

Participate in coordinated audits where the operation of an entity crosses 

regional boundaries. 

Process data submittals on a timely basis. 

Perform monthly reporting, exception reporting, self-reporting, self-

certification, spot check, random spot check, and surveys. 

Implement and process compliance enforcement actions. 

Participate in Situational Awareness projects as required. 

Participate in Regional Delegation Agreement audit. 
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Perform Compliance Violation Investigations as needed. 

Continue to implement enhancements to programs and tools. 

Support CC and Board activities. 

Participate on various NERC groups and committees as assigned. 

Provide CMEP and CIP workshops and training to Registrants. 

Receive special auditor training, MRO staff training, and NERC CEH training. 

e. Funding Requirements — Explanation of Increase (Decrease) 

For 2009, MRO will experience an increase in work due to the expanded scope of 

compliance monitoring, the implementation of the NERC CIP-002 through CIP-009 

Reliability Standards, refinements to the Registration process, and increases in 

follow-up/investigation of alleged violations. 

f. Staffing Needs 

The program area will include 10.00 FTEs. 

f-i. Hiring Plans 

MRO will increase the staffing by approximately 2.0 FTEs. 

f-ii. Shared Employees 

None.

f-iii. Contractors 

MRO has budgeted outsourced resources for CIP audit support and investigation 

support as needed. 
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g. Statement of Activities 

Funding sources and related expenses for the compliance enforcement and 

organization registration and certification section of the 2009 business plan are 

shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,453,770$ 1,460,721$          6,951$                2,071,510$          610,789$               
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software 60,000                 60,000                (60,000)                  
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 1,453,770$ 1,520,721$         66,951$             2,071,510$          550,789$              

Expenses
Personnel Expenses

Salaries 931,758$             859,583$             (72,176)$             1,211,481$          351,899$               
Payroll Taxes 172,626               146,129               (26,497)               205,952               59,823                   
Benefits 79,997                 68,767                 (11,231)               96,918                 28,152                   
Retirement Costs 168,416               146,129               (22,287)               205,952               59,823                   

Total Personnel Expenses 1,352,797$ 1,220,607$          (132,190)$           1,720,303$          499,696$               

Meeting Expenses
Meetings 12,000$               12,000$               -$                    18,000$               6,000$                   
Travel 47,795                 47,795                 -                      100,000               52,205                   
WebEx / Conference Calls 4,278                   4,278                   -                      10,000                 5,722                     

Total Meeting Expenses 64,073$               64,073$               -$                    128,000$             63,927$                 

Operating Expenses

Consultants 15,000$               214,141$             199,141$            110,600$             (103,541)$              
Contracts -                       -                       -                      35,000                 35,000                   
Office Rent -                       -                       -                      -                       -                         
Office Costs 21,900                 21,900                 -                      17,607                 (4,293)                    
Professional Services -                       -                       -                      -                       -                         
Computer Purchase & Maintenance -                       -                       -                      60,000                 60,000                   
Furniture & Equipment -                       -                       -                      -                       -                         
Miscellaneous -                       -                       -                      -                       -                         
Contingency -                       -                       -                      -                       -                         

Total Operating Expenses 36,900$              236,041$            199,141$           223,207$             (12,834)$               

Other Non-Operating Expenses -$                    -$                    -$                   -$                     -$                      

Total Expenses 1,453,770$ 1,520,721$         66,951$             2,071,510$          550,789$              

Change in Assets -$                    -$                    -$                   -$                     -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification 0400
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g-i. Summary of 2008 Projection and 2009 Budgeted Funding and 

Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan. 

Funding Sources  
ERO Assessments. 

Personnel Expenses increases are for .35 additional FTEs over the 2008 Budget 
and incremental increases in salary for existing staff. 

Meeting Expenses includes meeting and travel related costs to support this 

program area.  MRO expects to hold four workshops in 2009. 

Operating Expenses includes CIP audit support consultants; contract to support 

compliance information system, and other office costs. 
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3. Reliability Readiness Evaluation and Improvement 

Program

Reliability Readiness Evaluation and Improvement Program Resources

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 1.10 .25 .50

Total Direct Funding $208,491 $79,742 $194,907 

Total Indirect Funding $183,245 $40,469 $69,426 

Total Funding $391,736 $120,211 $264,333 

a. Background 

Note: In its 2009 business plan, developed after approval of this plan by 

MRO, NERC has eliminated the Reliability Readiness Evaluation and 

Improvement Program.  In the NERC approved plan, 2009 will be a transition 

year, during which open Readiness recommendations in the Region will be 

monitored to their completion and a reduced set of Evaluations will take 

place. Due to the uncertainty associated with the final disposition of the NERC 

program and the expectations delegated to MRO at the time this plan was 

developed and finalized, the potential for an under run of 2009 expenditures 

compared to budget exists, but is difficult to quantify at this time. 

The NERC Reliability Readiness Evaluation and Improvement Program will continue to 

conduct evaluations of BAs, TOs, RCs, and other key entities that support the reliable 

operation of the BPS.  The purpose of this program is to assess the preparedness of 

the aforementioned Registrants to meet their assigned reliability responsibilities. 

Readiness Evaluations are designed to ensure operators of the BPS have adequate 

tools, processes, procedures, and infrastructure in place to operate reliably.  The 

MRO has provided technical resources to support reliability readiness since the 

inception of the Readiness program.  It is anticipated that seven readiness 

evaluations will be conducted in the MRO region in 2009 and MRO will rely on 

stakeholders to help with completing the evaluations, in addition to staff and 

external contractors. 
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b. Program Description and Functions Performed 

The Reliability Readiness Evaluation and Improvement Program provides for 

readiness evaluations of the Registrants across North America on a three-year cycle 

and tracks Registrant’s progress in implementing the evaluation team’s 

recommendations, if applicable. 

Readiness teams typically include three representatives from within the MRO and 

three from other Regional Entities of NERC.  Each evaluation is an in-depth 

evaluation of a Registrant’s policies, practices, tools, personnel and processes that 

pertain to its functions.  The evaluation considers the quality of virtually all aspects 

of an entity’s operation.  A Readiness Evaluation reviews current operations to 

determine the likelihood of future performance. 

The purpose of evaluations is threefold:  

1. to ensure the reliability of the BPS by ascertaining the ability of entities to 

perform the functions for which they are responsible,

2. to identify and make public all best practices that may be beneficial to others, 

and

3. to provide recommendations for improvements that will enhance the overall 

reliability of the entities operations and of the BPS. 

c. 2009 Goals and Objectives 

In 2009 the MRO readiness evaluation process will include seven evaluations within 

the MRO footprint:  4 TOs and 3 combination BAs/TOs.  Anticipated MRO 

representation on each of the teams includes one MRO staff person or MRO 

consultant and one stakeholder volunteer. The program tracks all recommendations 

resulting from the evaluations. 

d. 2009 Workplan 

Complete 7 Readiness Evaluations on 4 TOs and 3 BA/TOs 

e. Funding Requirements — Explanation of Increase (Decrease) 

The number of Readiness Evaluations has varied from year to year as the NERC 

evaluation process made the transition to its present state.  Steps have been taken 
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to normalize the workload from year to year, and beginning in 2009, seven 

evaluations are expected.  MRO will strive to involve more stakeholders in the 

evaluations for 2009 and this is reflected in the reduction of the FTE as compared 

with 2008 budget.  
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f. Staffing Needs 

No additional staffing required. 

f-i. Hiring Plans 

No additional FTE’s required. 

f-ii. Shared Employees 

None.

f-iii. Contractors 

Contractors will be used to support the Readiness Evaluation program.
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g. Statement of Activities 

Funding sources and related expenses for the reliability readiness audits and 

improvement section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 208,491$         79,743$         (128,749)$           194,907$         115,165$               
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 208,491$        79,743$        (128,749)$          194,907$         115,165$              

Expenses
Personnel Expenses

Salaries 122,052$         34,325$         (87,727)$             68,650$           34,325$                 
Payroll Taxes 22,730             5,835             (16,895)               11,671             5,835                     
Benefits 10,533             2,746             (7,787)                 5,492               2,746                     
Retirement Costs 22,176             5,835             (16,340)               11,671             5,835                     

Total Personnel Expenses 177,491$         48,742$         (128,750)$           97,483$           48,742$                 

Meeting Expenses
Meetings 1,200$             1,200$           -$                    1,440$             240$                      
Travel 21,000             21,000           -                      45,000             24,000                   
WebEx / Conference Calls 1,200               1,200             -                      1,440               240                        

Total Meeting Expenses 23,400$          23,400$        -$                   47,880$           24,480$                

Operating Expenses
Consultants 4,000$             4,000$           -$                    48,000$           44,000$                 
Contracts -                  -                 -                      -                  -                         
Office Rent -                  -                 -                      -                  -                         
Office Costs 3,600               3,600             -                      1,544               (2,056)                    
Professional Services -                  -                 -                      -                  -                         
Computer Purchase & Maintenance -                  -                 -                      -                  -                         
Furniture & Equipment -                  -                 -                      -                  -                         
Miscellaneous -                  -                 -                      -                  -                         
Contingency -                  -                 -                      -                  -                         

Total Operating Expenses 7,600$            7,600$          -$                   49,544$           41,944$                

Other Non-Operating Expenses -$               -$              -$                   -$                -$                      

Total Expenses 208,491$        79,743$        (128,749)$          194,907$         115,165$              

Change in Assets -$               -$              -$                   -$                -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget
Reliability Readiness Evaluation and Improvement 0700
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g-i. Summary of 2008 projection and 2009 Budgeted Funding and 

Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan. 

Funding Sources 

ERO Assessments 

Personnel Expenses includes incremental salary increases for existing staff. 

Meeting Expenses includes meeting related costs to support the program area. 

Operating Expenses include consultant costs to support this program area and 

office related costs.  
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4. Training, Education, and Operator Certification Program 

Training, Education, and Operator Certification Program Resources

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs .45 .50 .50

Total Direct Funding $80,962 $75,720 $108,249 

Total Indirect Funding $74,964 $80,938 $69,426 

Total Funding $155,926 $156,658 $177,675 

a. Background 

The MRO has identified areas for training in order to ensure staff has the knowledge 

and capabilities to carry out its functions.  For members and those subject to the 

standards, MRO will rely on NERC and others to develop the training materials.  MRO 

will lead training efforts in its region related to those entities subject to the standards 

and will closely coordinate with other regional entities to share resources on training. 

b. Program Description and Functions Performed 

One area that MRO has started is the hosting of system operating training software.  

System Operating Training Software (“SOTS”) main function is to provide training 

materials that can be accessed through the internet.  This will increase the 

efficiencies in the following: 

Consistency of training materials. 

Tracking of training courses taken. 

Allows a larger training library to be compiled using fewer resources. 

Access to training records. 

The release of 2008 NERC CEH Training requirements for recertification of current 

Power System Operators contain the following training requirements: 

32 Hours of Emergency Operations Training annually. 

30 Hours of NERC Standards Training every three years. 

30 Hours of training including the use of a simulator every three years. 
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Much of this training can be standardized to minimize replication among Registrants.  

This also provides an added reliability benefit, as all operators within a region will 

have not only a minimum standard of training, but will also have a consistent 

method of training.  The following are some of the modules that will be available: 

NERC Standards and Policies 

OSHA

FERC Orders and Policies 

Electrical Theory 

Others: Code of Conduct 

MRO has contracted to host a Learning Management System (“LMS”) using a web-

based environment.  The system will contain a library of available training modules, 

and provide a media for the user to access the training of their choice, ranging from 

Technical, Management and Professional Development to non-credit adult continuing 

education.  This LMS will also be linked to a centralized database to track user 

selection of modules and NERC CEH criteria.  These modules will allow the user 

access to quality, consistent training from anywhere at anytime, as long as the user 

has internet access.  This system will be self-supporting as the user fees will net with 

the expenses needed to maintain it. 

c. 2009 Goals and Objectives 

The MRO Work Plan for 2009 details the training and operator certification plan 

approved by the Board in 2008.  Based on the proposed plan, the following activities 

are expected to be completed in 2009: 

Develop training for staff, including enforcement and auditor training. 

d. 2009 Work Plan 

Revise the training modules as required. 

Continue to implement enhancements to programs and tools. 

Conduct SOTS workshops. 

e. Funding Requirements — Explanation of Increase (Decrease) 

The decrease reflects the staffing needed to develop training materials and 

implement enhancements in the training software. 
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f. Staffing Needs 

MRO is adequately staffed for this program area.. 

f-i. Hiring Plan 

No additional FTEs are required in this program area’s

f-ii. Shared Employees 

None.

f-iii. Contractors 

A contractor will be used for maintenance and enhancements to the training system.  

Fees will be collected from the participants in the system which will off-set the costs 

of maintenance and enhancements. 
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g. Statement of Activities 

Funding sources and related expenses for the training, education, and operator 

certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 80,962$         75,720$         (5,242)$               78,999$           3,279$                   
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      29,250             29,250                   
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 80,962$        75,720$        (5,242)$              108,249$         32,529$                

Expenses
Personnel Expenses

Salaries 51,122$         48,676$         (2,446)$               50,985$           2,309$                   
Payroll Taxes 9,528             8,275             (1,253)                 8,667$             393                        
Benefits 4,416             3,894             (522)                    4,079$             185                        
Retirement Costs 9,296             8,275             (1,021)                 8,667$             393                        

Total Personnel Expenses 74,362$        69,120$        (5,242)$              72,399$           3,279$                  

Meeting Expenses
Meetings 600$              600$              -$                    29,850$           29,250$                 
Travel 2,400             2,400             -                      2,400               -                         
WebEx / Conference Calls 1,200             1,200             -                      1,200               -                         

Total Meeting Expenses 4,200$          4,200$          -$                   33,450$           29,250$                

Operating Expenses
Consultants 2,400$           2,400$           -$                    2,400$             -$                       
Contracts -                      -                         
Office Rent -                      -                         
Office Costs -                      -                         
Professional Services -                      -                         
Computer Purchase & Maintenance -                      -                         
Furniture & Equipment -                      -                         
Miscellaneous -                      -                         
Contingency -                      -                         

Total Operating Expenses 2,400$          2,400$          -$                   2,400$             -$                      

Other Non-Operating Expenses -$              -$              -$                   -$                -$                      

Total Expenses 80,962$        75,720$        (5,242)$              108,249$         32,529$                

Change in Assets -$              -$              -$                   -$                -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training and Education 0900
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g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan section of this document: 

Funding Sources  

Fee-based Workshops which are new in 2009 Business Plan and Budget. 

ERO Assessments 

Personnel Expenses includes incremental salary increases for existing staff. 

Meeting Expenses includes fee-based workshops (new self-funding program) and 

conference room(s), food, internet, phone, travel, and WebEx/conference calls.  

Operating Expenses includes some consulting costs for training system 

enhancements. 
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5. Reliability Assessment and Performance Analysis Program 

Reliability Assessment and Performance Analysis Program Resources

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 2.20 4.00 4.75 

Total Direct Funding $541,741 $774,804 $982,029 

Total Indirect Funding $366,489 $647,502 $659,549 

Total Funding $908,230 $1,422,306 $1,641,578 

a. Background 

The MRO analyzes, assesses, and reports on reliability and adequacy in the past, 

present, and future.  This includes the long-term and seasonal assessments 

developed by the Reliability Assessment Committee (“RAC”) and its subcommittees 

as required by the RDA.  In 2008, NERC added a fourth assessment, called the 

Scenario Assessment, to its requirements.  This fourth assessment will be performed 

every one to two years in conjunction with the Long-Term Assessment.  The RAC has 

balanced stakeholder representation and like the other MRO committees, reports to 

the Board.   

b. Program Description and Functions Performed 

The RAC reviews and consolidates the reports of the overall reliability of the MRO 

region, both existing and planned.  The RAC verifies that assessments performed 

within the MRO region conform to MRO and NERC Reliability Standards. 

In 2009, increased attention will be given to protection and control standards, special 

protection scheme reviews, resource adequacy, integration of accelerated renewable 

generation, NERC and regulatory data requests, system modeling, and reviews of 

regional reliability criteria and procedures. 

In addition to assessments, NERC and the Regional Entities analyze significant 

system events that occur on the BPS, identify the causes of such events, disseminate 

findings to the electric industry, and develop reliability performance benchmarks. 
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Analyses of significant system events will be conducted by teams comprised of 

professional and technical staffs of NERC and REs, along with volunteers from the 

electric industry, government, and academia who possess appropriate technical 

competencies.  This work is carried out through conference calls, exchanges of 

information through e-mail, Web site postings, other means of electronic 

communications, and meetings. 

c. 2009 Goals and Objectives 

Assess the bulk electric system using the MRO and NERC Reliability Standards 

and provide assessments to the Board and NERC. 

Annually assess the overall reliability of the MRO region and interregional BPS 

plans over a five-year and ten-year horizon and report such results to the 

Board and NERC. 

Seasonally (summer and winter) assess the overall reliability of the MRO 

region and interregional BPS from an operational planning perspective and 

report results to the Board and NERC. 

Annually (or as often as required by NERC) assess the MRO region for an 

emerging issue/scenario as determined by NERC and report results to the 

Board and NERC. 

Perform special reliability assessments on a Regional, Interregional, and 

Interconnection basis as conditions warrant, or as directed by the Board or 

NERC, and report results to the Board and NERC. 

• Coordinate with NERC on system event type analyses on a Regional, 

Interregional, and Interconnection basis as conditions warrant, and report 

results to the Board and NERC. 

• Participate in and support all MRO Subcommittees, Working Groups and Task 

Forces that report to the RAC. 

• Participate in and support the ERAG Management Committee, Steering 

Committees and Working Groups that report to the ERAG. 

• Participate in and represent the MRO region in all NERC groups, as required, 

that report to the NERC Planning Committee (“PC”) and Operating Committee 

(“OC”). 

• Support Event Analysis and other disturbance analysis as required. 
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d. 2009 Workplan 

• Complete 2009 Summer Assessment 

• Complete 2009 Winter Assessments 

• Complete long term and scenario assessments 

• Conduct studies as required 

• Support ERAG and NERC committees and other working groups 

• Support Event Analyses as needed 

• Participate in improving the long term assessment under NERC’s leadership 

• Annually prepare a MRO set of powerflow and dynamics models as 

determined by the Model Building Subcommittee (“MBS”).  Provide these 

models to the Eastern Interconnection Reliability Assessment Group (“ERAG”) 

Multi-Regional Modeling Working Group (“MMWG”) for use in interconnection-

wide model building. 

• Perform all RE responsibilities associated with the Protection and Control 

Standards, including mis-operations, review of special protection schemes, 

Under Frequency Load Shedding (“UFLS”) criteria, disturbance monitoring 

criteria, etc. 

• Perform all RE responsibilities associated with the existing and future TPL and 

MOD Standards, as they apply to Reliability Assessments. 

e. Funding Requirements — Explanation of Increase (Decrease) 

MRO expects an increase in funding in this area.  MRO also would like to emphasize 

that stakeholder involvement is crucial to the success of this program area. In an 

April 9, 2008 letter from the NERC PC Chairperson to the NERC Member 

Representatives Committee Chairperson, it was stated that: 

“At the Member Representatives Committee’s (MRC) February 11, 2008 meeting, I was 

gratified to hear support for the Planning Committee’s (PC) ongoing effort to improve 

NERC’s Seasonal and Long-Term Reliability Assessments.  At that time I raised a key 

concern — the need for all industry stakeholders to allocate the human resources required 

to gather the data and information that will allow us to improve NERC’s reliability 

assessments. 

During its March 2008 meeting, the PC took a vital next step toward improving the NERC 

reliability assessments when it approved a 2008-2010 enhancement plan, which 

incorporates:  1) scenario analyses; 2) additional metrics to assess bulk power system 
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reliability; 3) integration of new bulk power system resources (i.e. variable generation and 

demand response); and 4) collection of more granular data.  These improvements provide 

a foundation from which all industry stakeholders can equitably discuss and document 

reliability issues, and together address industry needs to help ensure the future reliability 

of the bulk power system. 

We expect the execution of the enhancement plan will require increased human resources.  

The NERC assessments will, as always, only be as good as the data and information we 

receive.  We are concerned that understaffed assessment programs may not result in the 

high quality final product we all envision and expect.  It is therefore essential that all 

levels of our organizations support this cause by making adequate human resources 

available. 

Therefore, I request that the MRC reach out to the industry community, particularly by 

writing the NERC Regional Entities, EEI, APPA, NRECA, EPSA, CEA, and other electric 

industry trade associations, in support of the reliability assessment enhancement plan and 

ask them to encourage their members to provide the necessary human resources.  

Achieving our goal to improve NERC’s reliability assessments requires collaborative 

support from the MRC and its industry constituents.” 

As stated above, the Chairperson of the PC has indicated that Regional Entities, their 

Registrants and members, and the industry as a whole should plan on increasing the 

resources to adequately support the ever-demanding workload in the Reliability 

Assessments area.  In addition to the increased focus on Reliability Assessments, 

there has been an increase in NERC and Regulatory data requests and additional 

staffing is needed to expedite and manage these data requests in a timely manner.  

NERC also has been increasing the number of stakeholder groups that report to the 

NERC PC and OC and these groups need to be staffed by MRO stakeholders and/or 

staff. MRO reimburses those individuals who represent MRO in the PC and OC 

stakeholders (these costs are reflected in the “NERC Forums” area).  

f. Staffing Needs  

The 2009 Budget requires 4.75 FTEs. 

f-i. Hiring Plan 

MRO will increase the FTEs in this program area by 2.55 over the 2008 Budget FTEs.  

Please note that Event Analysis was included in the Compliance program area.  In 

the 2009 budget, Event Analysis is included in this program area. 
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f-ii Shared Employees 

None

f-iii. Contractors 

MRO has budgeted to use contractors to supplement staff in this program area.  
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g. Statement of Activities 

Funding sources and related expenses for the reliability assessment and performance 

analysis section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 541,741$         774,804$         233,063$            982,029$         207,225$               
Membership Dues -                   -                   -                      -                   -                         
Testing Fees -                   -                   -                      -                   -                         
Services & Software -                   -                   -                      -                   -                         
Workshops -                   -                   -                      -                   -                         
Interest -                   -                   -                      -                   -                         
Miscellaneous -                   -                   -                      -                   -                         

Total Funding 541,741$        774,804$        233,063$           982,029$         207,225$              

Expenses
Personnel Expenses

Salaries 188,664$         356,725$         168,061$            483,461$         126,736$               
Payroll Taxes 34,777             60,643             25,866                82,188             21,545                   
Benefits 16,116             28,538             12,422                38,677             10,139                   
Retirement Costs 33,929             60,643             26,714                82,188             21,545                   

Total Personnel Expenses 273,486$         506,549$         233,063$            686,514$         179,965$               

Meeting Expenses
Meetings 15,000$           15,000$           -$                    40,000$           25,000$                 
Travel 8,000               8,000               -                      50,000             42,000                   
WebEx / Conference Calls 14,278             14,278             -                      18,000             3,722                     

Total Meeting Expenses 37,278$           37,278$           -$                    108,000$         70,722$                 

Operating Expenses

Consultants 215,000$         215,000$         -$                    155,860$         (59,140)$                
Contracts -                   -                   -                      18,000             18,000                   
Office Rent -                   -                   -                      -                   -                         
Office Costs 15,977             15,977             -                      13,655             (2,322)                    
Professional Services -                   -                   -                      -                   -                         
Computer Purchase & Maintenance -                   -                   -                      -                   -                         
Furniture & Equipment -                   -                   -                      -                   -                         
Miscellaneous -                   -                   -                      -                   -                         
Contingency -                   -                   -                      -                   -                         

Total Operating Expenses 230,977$        230,977$        -$                   187,515$         (43,462)$               

Other Non-Operating Expenses -$                 -$                 -$                   -$                 -$                       

Total Expenses 541,741$        774,804$        233,063$           982,029$         207,225$              

Change in Assets -$                -$                -$                   -$                 -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis 0800
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g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan section of this document: 

Funding Sources  

ERO Assessments 

Personnel Expenses increases are for additional FTEs over the 2008 Budget and 
incremental increases in salary for existing staff. 

Meeting Expenses include the costs for meetings, travel, and other related costs 

and support the following groups:

Reliability Assessment Committee 

Transmission Assessment Subcommittee 

Resource Assessment Subcommittee 

Model Building Subcommittee 

Protective Relay Subcommittee 

SPS Review Team 

Scenario Assessment Task Force 

Wind Generation Modeling Task Force 

Generator Testing Review Task Force 

Operating Expenses includes consultants, contracts (model building contract with 

Midwest ISO), and office costs.
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6. Situational Awareness and Infrastructure Security 

Program

Situational Awareness and Infrastructure Security Program Resources

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs .35 .25 .25

Total Direct Funding $60,840 $53,542 $57,549 

Total Indirect Funding $58,305 $40,469 $34,713 

Total Funding $119,145 $94,011 $92,262 

a. Background 

The term “Situational Awareness” became relevant after the August 14, 2003 

blackout.  The subsequent investigation and the release of the joint U.S. - Canadian 

Task Force report identified the lack of Situational Awareness as a cause of the 

blackout.  The report directed the industry to improve Situational Awareness at all 

levels in the monitoring and control of the BPS.  FERC asked NERC and the Regional 

Entities to report Situational Awareness information on a routine basis. 

A single definition of Situational Awareness (“SA”) does not exist.  Rather, its 

meaning depends on the role and responsibility of an organization with respect to 

BPS operations.  For NERC, in its role as the international ERO, Situational 

Awareness means the following: 

To be aware of the overall situation and condition of the 

interconnections in North America in order to anticipate problems 

before they happen and to communicate to government agencies 

(FERC, DOE, DHS, NRC, PSC, Provincials, Canadian) and to the 

industry.2

This definition implies the type of information and the degree of detail suitable to 

meet NERC’s SA needs.  Because the role of government agencies with respect to SA 

2 NERC/Regional Entity Situation Awareness Communication Team Work Plan
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is evolving, the entire scope of what SA information is needed has not been 

determined.

Conditions on the BPS are constantly changing.  The information requirements to 

maintain SA under “normal” conditions will most likely not be enough to understand 

deteriorating conditions.  Furthermore, SA information exchange in a post-

contingency environment may be the most challenging of all as the focus is on 

restoration and recovery rather than reporting. 

SA information must remain in the hands of people with a “need to know” and used 

for SA purposes only.  The information will be treated as non-public and confidential 

to the extent that the Registrant (system operators or RC) does not make the 

information publicly available. 

Standardized tools for SA data collection, reporting, and visualization do not exist 

and MRO is relying on NERC to develop a suite of SA tools to be used by the Regional 

Entity. 

b. Program Description and Functions Performed 

NERC interprets its role in this area to: 

1. Maintain a high level awareness of conditions on the BPS and rapidly 

communicate substantive changes in those conditions to relevant parties. 

2. Understand emerging threats and vulnerabilities to the reliability of the BPS 

and direct activities to mitigate them. 

3. Develop and maintain tools that meet the needs of our overall reliability 

mission as the international ERO. 

c. 2009 Situational Awareness Goals and Objectives 

Work with NERC to clarify the roles and responsibilities on a going-forward basis. 

1. Compile a list of SA information currently collected by NERC, REs, and others 

such as ISOs/RTOs.  Define what is currently shared with FERC and in what 

form.

2. Share the catalog of information to FERC and describe the benefits and 

drawbacks of the SA information.  With FERC, identify the information 

necessary to meet its SA needs. 
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3. Develop protocols and procedures to accomplish the SA information exchange 

with FERC, with a careful eye to protecting confidential information. 

4. Evaluate existing SA tools and recommend rapid deployment alternatives.  

Consider the proposed NERC SA tool for this purpose. 

5. Implement a feedback mechanism to ensure the goals of the SA information 

exchange continue to be met.  

d. 2009 Work Plan 

Work with NERC staff to successfully implement the SA Tool.  Resources to 

support this initiative will include staff time and computer support. 

Produce the “Morning Report.”  The appropriate level of resources will depend 

on whether the RC prepare the report and pass it along to the REs for review 

and delivery to FERC, or the RE prepares the report on behalf of its RCs.  

Should the RE develop the report, additional resources may be allocated to 

automate the collection and aggregation of data received from the Reliability 

Coordinators.

Continue to participate in the NERC/RE Situation Awareness Communication 

team to ensure plans and protocols for communicating SA information 

between and among NERC, FERC, Regions, and other relevant stakeholders 

are consistent and coordinated.  Resource requirements will be limited to staff 

time. 

For the MRO, the support for NERC’s Critical Infrastructure Protection 

Committee (“CIPC”) and its 2009 work plan has been moved to the 

Compliance budget. 

Identify and deploy applications necessary to rapidly exchange SA-related 

information and foster collaboration with information sharing partners.  

Examples include working with NERC to develop and implement an industry 

notification system, creating and maintaining e-mail lists organized by subject 

matter expertise, and working with CIPC to define and implement a new web-

based threat and incident reporting system.  Resources to support this area of 

work will likely be staff time and travel and computer support.  
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e. Funding Requirements — Explanation of Increase (Decrease) 

For 2009, MRO expects a relatively flat funding requirement.  MRO will await NERC’s 

determination on what functions a Regional Entity should have for this program area 

before any additional investments are made by MRO. 

f. Staffing Needs 

MRO is adequately staffed for this program area.  

f-i. Hiring Plans 

No additional staffing is required in this program area. 

f-ii. Shared Employees 

None.

f-iii. Contractors 

None.
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g. Statement of Activities 

Funding sources and related expenses for the situation awareness and infrastructure 

security section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 60,840$         53,542$         (7,299)$               57,549$         4,008$                   
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 60,840$        53,542$        (7,299)$              57,549$         4,008$                  

Expenses
Personnel Expenses

Salaries 38,539$         34,325$         (4,214)$               38,415$         4,090$                   
Payroll Taxes 7,175             5,835             (1,340)                 6,531             695                        
Benefits 3,325             2,746             (579)                    3,073             327                        
Retirement Costs 7,000             5,835             (1,165)                 6,531             695                        

Total Personnel Expenses 56,040$        48,742$        (7,299)$              54,549$         5,807$                  

Meeting Expenses
Meetings 1,200$           1,200$           -$                    600$              (600)$                     
Travel 2,400             2,400             -                      2,400             -                         
WebEx / Conference Calls 1,200             1,200             -                      -                (1,200)                    

Total Meeting Expenses 4,800$          4,800$          -$                   3,000$           (1,800)$                 

Operating Expenses
Consultants -$                    -$                       
Contracts -                      -                         
Office Rent -                      -                         
Office Costs -                      -                -                         
Professional Services -                      -                         
Computer Purchase & Maintenance -                      -                         
Furniture & Equipment -                      -                         
Miscellaneous -                      -                         
Contingency -                      -                         

Total Operating Expenses -$             -$             -$                   -$              -$                      

Other Non-Operating Expenses -$                   -$                      

Total Expenses 60,840$        53,542$        (7,299)$              57,549$         4,007$                  

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situational Awareness and Infrastructure Security 1000
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g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan. 

Funding Sources  

ERO Assessments 

Personnel Expenses includes incremental salary increases for existing staff. 

Meeting Expenses includes meeting and travel related costs to support this 

program area. 

Operating Expenses  
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Part 2 - Administrative Programs 

7. Technical Committees and Members’ Forums 

Technical Committees and Members’ Forums Resources 

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs .45 .75 .75

Total Funding $328,835 $340,751 $184,900 

a. Background 

The success of the NERC programs will depend on the active and direct participation 

of industry stakeholders, including its members and Registrants.  The stakeholders 

are the source of expertise in the industry, and provide the “hand” that raises the 

bar for enhancing reliability through technical excellence. 

NERC has established and facilitates the PC and OC that serves the interests of 

stakeholders within a specific NERC sector, and general, technical committees that 

integrate the “deliverables” of NERC programs.  The 2009 budget supports MRO’s 

participation on NERC standing committees and subcommittees. 

b. Program Description and Functions Performed 

The MRO has adopted a policy to reimburse travel costs for participants in NERC and 

MRO Committee and related work groups who represent the MRO.  The costs for 

these reimbursements were budgeted for $60,000. 

c. 2009 Goals and Objectives 

The goal and objective is to assure that the members of MRO and Registrants 

representing the MRO at NERC meetings, communicate the NERC policy and 

practices and provide comments on how any such changes or additions would impact 

the MRO region.  Although MRO operates within the Eastern Interconnection, it has 

some unique technical (e.g. distance from generation to load) and political (e.g. 

Canadian registrants and high percentage of public power) aspects which need some 

level of deference and understanding from time to time.  
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d. 2009 Work Plan 

MRO staff will participate in the NERC related committees and working 

groups.

MRO staff will work with stakeholders to assure MRO has adequate 

stakeholder representation on NERC committees and working groups.  

e. Funding Requirements — Explanation of Increase (Decrease) 

MRO expects this program to be relatively flat in terms of activities as compared with 

2008; however because MRO expects a decrease in travel cost reimbursements for 

MRO stakeholder participation at meetings, the funding requirements have 

decreased.

f. Staffing Needs 

MRO has budgeted .75 FTEs in this program area. 

f-i. Hiring Plans 

MRO does not expect material additional staffing increases in this area. 

f-ii. Shared Employees 

None.

f-iii. Contractors 

None.
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g. Statement of Activities 

Funding sources and related expenses for this program of the 2009 business plan are 

shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 328,835$         340,751$         11,916$              184,900$         (155,851)$              
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 328,835$        340,751$        11,916$             184,900$         (155,851)$             

Expenses
Personnel Expenses

Salaries 81,920$           92,642$           10,722$              87,958$           (4,684)$                  
Payroll Taxes 15,463             15,749             286                     14,953$           (796)                       
Benefits 7,166               7,411               245                     7,037$             (375)                       
Retirement Costs 15,086             15,749             663                     14,953$           (796)                       

Total Personnel Expenses 119,635$        131,551$        11,916$             124,900$         (6,652)$                 

Meeting Expenses
Meetings -$                 -$                -$                    -$                -$                       
Travel 209,200           209,200           -                      60,000             (149,200)                
WebEx / Conference Calls -                   -                  -                      -                  -                         

Total Meeting Expenses 209,200$        209,200$        -$                   60,000$           (149,200)$             

Operating Expenses
Consultants -$                 -$                -$                    -$                -$                       
Contracts -                      -                         
Office Rent -                      -                         
Office Costs -                      -                         
Professional Services -                      -                         
Computer Purchase & Maintenance -                      -                         
Furniture & Equipment -                      -                         
Miscellaneous -                      -                         
Contingency -                      -                         

Total Operating Expenses -$                -$               -$                   -$                -$                      

Other Non-Operating Expenses -$                -$               -$                   -$                -$                      

Total Expenses 328,835$        340,751$        11,916$             184,900$         (155,852)$             

Change in Assets -$                -$               -$                   -$                -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums 1100
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g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan.

Funding Sources 

ERO Assessments 

Personnel Expenses  

Meeting Expenses includes meeting reimbursements for stakeholders who 

represent MRO at the NERC committees and working groups.  

Operating Expenses  
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8. General and Administrative 

General and Administrative Resources 

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 1.65 1.75 1.50 

Total Funding $612,894 $557,944 $421,753 

a. Background 

The administrative functions of the MRO will be provided by a full-time President and 

administrative personnel. 

b. Program Description and Functions Performed 

The Office of the President and the related administrative support carry out the 

administrative and organizational duties of MRO.  In addition, MRO includes its 

communications costs in this budget and, in 2009 MRO, NERC and other regions will 

continue with communication efforts and work to establish joint communication 

plans.  Additionally MRO will continue to reach out to U.S. and Canadian trade 

associations and maintain its existing good relations with these groups.  MRO is 

already a member of the Canadian – U.S. business council and regularly participates 

in meetings with the Canadian consulate in Minneapolis. 

c. 2009 Goals and Objectives 

The following activities will be performed in 2009: 

Maintain and evaluate work plans that meet the business plan objectives with 

clear, deliverables and milestones and implement these plans according to 

schedule; revise as required. 

Maintain adequate insurance. 

Maintain dispute resolution procedures. 

Lead committee, Registered Entity, Board, and statutory activities resulting in 

policy for the MRO region. 

Provide easy, low cost, responsive means of participation in the MRO by 

maintaining an easy to use web site, up-to-date email addresses, web casts 

and conference calls. 
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Monitor activities of, and maintain contacts with, appropriate governmental 

offices and committees that deal with electricity reliability and security; 

closely coordinate MRO activities with NERC. 

Conduct drills, as needed, of MRO’s crisis communications plan and improve, 

as needed. 

Assure that the organization maintains a balance of resources of priorities 

Provide transparency to the stakeholders and Registrants on activities 

conducted by MRO and NERC. 

Assure the work environment is “world class” and professional to promote 

retention of employees and attract top talent to the organization. 

d. 2009 Workplan 

Refer to above “Goals and Objectives” 

e. Funding Requirements — Explanation of Increase (Decrease) 

Contingency dollars were eliminated from the budget and, as a result, there is a 
decrease in the program area.

f. Staffing Needs 

MRO is adequately staffed in this area. 

f-i. Hiring Plans 

No additional staffing required in this program area. 

f-ii. Shared Employees 

None.

f-iii. Contractors 

MRO has budgeted an external consultant for communication matters. 
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g. Statement of Activities 

Funding sources and related expenses for this program section of the 2009 business 

plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 612,894$         557,944$         (54,950)$             421,753$         (136,191)$              
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 612,894$        557,944$        (54,950)$            421,753$         (136,191)$             

Expenses
Personnel Expenses

Salaries 248,753$         216,781$         (31,972)$             212,514$         (4,268)$                  
Payroll Taxes 46,751             36,853             (9,898)                 36,127             (725)                       
Benefits 21,665             17,342             (4,322)                 17,001             (341)                       
Retirement Costs 45,610             36,853             (8,758)                 36,127             (725)                       

Total Personnel Expenses 362,779$        307,829$        (54,950)$            301,769$         (6,060)$                 

Meeting Expenses
Meetings 20,000$           20,000$           -$                    22,000$           2,000$                   

Travel 20,400             20,400             -                      22,000             1,600                     
WebEx / Conference Calls -                  -                   -                      -                  -                         

Total Meeting Expenses 40,400$          40,400$          -$                   44,000$           3,600$                  

Operating Expenses
Consultants 8,000$             8,000$             -$                    15,000$           7,000$                   
Contracts -                  -                   -                      -                  -                         
Office Rent -                  -                   -                      -                  -                         

Office Costs 43,768             43,768             -                      60,984             17,216                   
Professional Services -                  -                   -                      -                  -                         
Computer Purchase & Maintenance -                  -                   -                      -                  -                         
Furniture & Equipment -                  -                   -                      -                  -                         
Miscellaneous -                  -                   -                      -                  -                         

Contingency 157,947           157,947           -                      (157,947)                
Total Operating Expenses 209,715$        209,715$        -$                   75,984$           (133,731)$             

Other Non-Operating Expenses -$               -$                -$                   -$                -$                      

Total Expenses 612,894$        557,944$        (54,950)$            421,753$         (136,191)$             

Change in Assets -$               -$                -$                   -$                -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative 2000
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g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan. 

Funding Sources  
ERO Assessments 

Personnel Expenses includes .25 FTE reduction and incremental salary increases 

for existing staff. 

Meeting Expenses includes meetings and other related costs to support the Board 

and the President. 

Operating Expenses includes consultants and office costs.
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9. Legal and Regulatory 

Legal and Regulatory Resources 

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 1.40 .50 1.50 

Total Funding $512,576 $338,279 $638,654 

a. Background 

In 2007, MRO became responsible for conducting hearings, delivering regulatory 

proceedings and other regulatory affairs. As a result, MRO needs resources in this 

area to assure that proceedings, notices, and related due processes are carried out 

in accordance with MRO and NERC rules. 

b. Program Description and Functions Performed 

See Background above. 

c. 2009 Goals and Objectives 

Assure hearings and other due process procedures are properly documented. 

Meet with commissioners and senior staff of federal and state regulators (U.S. 

and Canada) to keep them apprised of key MRO programs and activities. 

Solicit greater attendance of federal, provincial, and state government 

agencies to attend and participate in MRO meetings. 

Participate in public policy forums to provide MRO expertise and policy 

perspectives on reliability-related matters. 

Maintain by-laws and other procedures filed with regulators to ensure that 

they are current and up to date.

d. 2009 Workplan 

See Goals and Objectives above. 

e. Funding Requirements — Explanation of Increase (Decrease) 

Increase as a result of higher costs for hearings and other administrative proceeding 

anticipated in 2009 as the complexity and reach of compliance increases.  
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f. Staffing Needs 

MRO is adequately staffed in this program area as compared with 2008 budget.  

f-i. Hiring Plans 

Minimal additional staffing required in this program area. 

f-ii. Shared Employees 

None.

f-iii. Contractors 

MRO outsources its hearing officers to conduct hearings and retains outside counsel 

which are included in Consultant Costs and Professional Services.  



Section A — 2009 Business Plan Administrative Programs 
Legal and Regulatory 

g. Statement of Activities 

Funding sources and related expenses for this program section of the 2009 business 

plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 512,576$         338,279$         (174,297)$           638,654$         300,375$               
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 512,576$        338,279$        (174,297)$          638,654$         300,375$              

Expenses
Personnel Expenses

Salaries 222,875$         106,253$         (116,623)$           311,503$         205,250$               
Payroll Taxes 41,943             18,063             (23,880)               52,955             34,893                   
Benefits 19,437             8,500               (10,937)               24,920             16,420                   
Retirement Costs 40,920             18,063             (22,857)               52,955             34,893                   

Total Personnel Expenses 325,176$        150,879$        (174,297)$          442,334$         291,455$              

Meeting Expenses
Meetings -$                -$                 -$                    -$                 -$                       
Travel 3,600               3,600               -                      4,320               720                        
WebEx / Conference Calls 4,000               4,000               -                      4,800               800                        

Total Meeting Expenses 7,600$             7,600$             -$                    9,120$             1,520$                   

Operating Expenses
Consultants 75,000$           75,000$           -$                    80,000$           5,000$                   
Contracts -                  -                   -                      -                   -                         
Office Rent -                  -                   -                      -                   -                         
Office Costs 4,800               4,800               -                      4,800               -                         
Professional Services 100,000           100,000           -                      102,400           2,400                     
Computer Purchase & Maintenance -                  -                   -                      -                   -                         
Furniture & Equipment -                  -                   -                      -                   -                         
Miscellaneous -                  -                   -                      -                   -                         
Contingency -                  -                   -                      -                   -                         

Total Operating Expenses 179,800$        179,800$        -$                   187,200$         7,400$                  

Other Non-Operating Expenses -$               -$                -$                   -$                 -$                      

Total Expenses 512,576$        338,279$        (174,297)$          638,654$         300,375$              

Change in Assets -$               -$                -$                   -$                 -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Legal and Regulatory 2200
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Section A — 2009 Business Plan Administrative Programs 
Legal and Regulatory 

g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan. 

Funding Sources  

ERO Assessments. 

Personnel Expenses increases are for additional FTEs over the 2008 Budget and 
incremental increases in salary for existing staff. 

Meeting Expenses includes meeting and related costs to support this program 

area.

Operating Expenses includes the costs of hearing officers and other consultation 

costs.
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10. Information Technology 

Information Technology Resources 

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 1.50 2.50 2.00 

Total Funding $517,274 $596,546 $725,649 

a. Background 

This department provides support and guidance to the technologies deployed at the 

MRO.  Technologies would include computers, office equipment such as copiers and 

faxes, servers to support our connected and shared resources, printers, handheld 

devices, telephony, remote access and conference solutions as well as networking 

and security. 

b. Program Description 

IT aims to provide leadership in using technology effectively and securely.  In doing 

so, our users are more productive.  This results in a keen focus on maintenance, 

investigation, and deployment. 

Maintenance is the corner stone to an effective IT department.  These activities 

proactively seek out issues that may cause loss of productivity, security breach or 

system outages.  By knowing the state of each system and scheduling time to assess 

the health within the mean time to failure ensures system availability with less 

unplanned outages. 

Investigation leads us to better use of technology as well as avoidance of immaturely 

released technology going into the production environment.  A healthy IT 

department spends time in assessing patches, service packs, and upgrades in a 

semi-controlled environment, a few select users, or within the department to assess 

whether the technology would provide an added benefit for the organization.   

Deployment of technology is considered a key element to the department.  A 

deployment of technology should focus on minimizing the impact on the user and 

show added benefits to the organization.  A correctly deployed technology will 
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identify who uses the technology, supports it, the availability, a plan for recovery and 

backup, and a vendor who can provide technical support.  The effective IT 

department must balance all three areas to be successful. 

c. 2009 Goals and Objectives 

99.81% uptime on all systems. 

Provide 24  7 support for critical office systems and 8  5 for all other 

systems.

d. 2009 Workplan 

See “Goals and Objectives”. 

e. Funding Requirements — Explanation of Increase (Decrease) 

The increase expenditures are due to maintenance of CIP Standards on MRO related 

systems and reflects that MRO will no longer provide non statutory services to a third 

party; instead, MRO will focus all of its IT resources on MRO-only activities 

f. Staffing Needs 

MRO anticipates 2.00 FTE’s for the Information Technology area.   

f-i. Hiring Plans 

No additional staffing is budgeted in this program area. 

f-ii. Shared Employees 

None.

f-iii. Contractors 

MRO uses consultants to augment its staff and maintain software/hardware. 
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g. Statement of Activities 

Funding sources and related expenses for the information technology section of the 

2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Draft 1.1 Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 517,274$         596,546$         79,272$              725,649$         129,103$               
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 517,274$        596,546$        79,272$             725,649$         129,103$              

Expenses
Personnel Expenses

Salaries 124,617$         182,982$         58,365$              149,274$         (33,708)$                
Payroll Taxes 22,937             31,107             8,169                  25,377             (5,730)                    
Benefits 10,630             14,639             4,009                  11,942             (2,697)                    
Retirement Costs 22,378             31,107             8,729                  25,377             (5,730)                    

Total Personnel Expenses 180,562$         259,834$         79,272$              211,969$         (47,865)$                

Meeting Expenses
Meetings -$                -$                 -$                    -$                 -$                       
Travel 4,200               4,200               -                      6,000               1,800                     
WebEx / Conference Calls -                  -                   -                      -                   -                         

Total Meeting Expenses 4,200$            4,200$            -$                   6,000$             1,800$                  

Operating Expenses
Consultants 63,600$           63,600$           -$                    75,000$           11,400$                 
Contracts -                  -                   -                      26,500             26,500                   
Office Rent -                  -                   -                      -                   -                         

Office Costs 31,026             31,026             -                      91,180             60,154                   
Professional Services -                  -                   -                      -                   -                         
Computer Purchase & Maintenance 237,886           237,886           -                      257,400           19,514                   
Furniture & Equipment -                  -                   -                      57,600             57,600                   
Miscellaneous -                  -                   -                      -                   -                         
Contingency -                  -                   -                      -                   -                         

Total Operating Expenses 332,512$        332,512$        -$                   507,680$         175,168$              

Other Non-Operating Expenses -$               -$                -$                   -$                 -$                      

Total Expenses 517,274$        596,546$        79,272$             725,649$         129,103$              

Change in Assets -$               -$                -$                   -$                 -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Information Technology 2300
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g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan. 

Funding Sources  

ERO Assessments 

Personnel Expenses includes a reduction in FTEs and incremental salary increases 

for existing staff. 

Meeting Expenses includes meeting and related travel costs to support this 

program area. 

Operating Expenses includes contract software maintenance and consultant costs 

to support IT and computer-related purchases.  The 2008 Budget included the 

contract software maintenance costs in computer purchase and maintenance.
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11. Human Resources 

Human Resources costs are included in the Finance and Accounting department 

below.

12. Finance and Accounting 

Finance and Accounting/Human Resources 

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs 2.00 2.00 2.25 

Total Funding $677,140 $635,080 $597,817 

a. Background 

The finance function will maintain the integrity of the financials and assure proper 

accounting.  In addition, this function will be the primary interface on budget and 

financial inquiries, payments, etc.  Indirect funding is derived from the non-statutory 

functions.

The Human Resources function maintains employee information and administers 

benefits.  It also acts as liaison between the employees and the various benefits 

providers and administrators in addition to coordinating annual enrollment and 

periodic changes to benefits. 

b. Program Description and Functions Performed 

See Background above. 

c. 2009 Goals and Objectives 

Timely, accurate, a complete financial reporting. 

Unqualified audit opinion on 2009 financials. 

Responsive customer and employee needs. 

Ensure MRO is consistent with other regions in terms of reporting practices 

and procedures. 

Support NERC’s efforts to present seamless financial information to FERC. 
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d. 2009 Workplan 

Refer to the “Goals and Objectives” above. 

e. Funding Requirements — Explanation of Increase (Decrease) 

MRO anticipates a reduction in consultant and professional fees and therefore, the 

2009 budget will be less than 2008. 

f. Staffing Needs 

This program area requires 2.25 FTE’s. 

f-i. Hiring Plans 

No additional staffing needed in this program area. 

f-ii Shared Employees 

None.

f-iii Contractors 

None.
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g. Statement of Activities 

Funding sources and related expenses for this program section of the 2009 business 

plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 677,140$      677,140$      -$                    597,817$      (79,324)$                
Membership Dues -                      -                         
Testing Fees -                      -                         
Services & Software -                      -                         
Workshops -                      -                         
Interest -                      -                         
Miscellaneous -                      -                         

Total Funding 677,140$     677,140$     -$                   597,817$     (79,324)$               

Expenses
Personnel Expenses

Salaries 162,850$      136,500$      (26,350)$             157,808$      21,307$                 
Payroll Taxes 29,946          23,205          (6,741)                 26,827$        3,622                     
Benefits 13,878          10,920          (2,958)                 12,625$        1,705                     
Retirement Costs 29,216          23,205          (6,011)                 26,827$        3,622                     

Total Personnel Expenses 235,890$      193,830$      (42,060)$             224,087$      30,256$                 

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 6,000            6,000            -                      3,000            (3,000)                    
WebEx / Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 6,000$         6,000$         -$                   3,000$          (3,000)$                 

Operating Expenses
Consultants 88,000$        88,000$        -$                    38,000$        (50,000)$                
Contracts -                -                -                      -                -                         
Office Rent 180,000        180,000        -                      170,000        (10,000)                  

Office Costs 84,700          84,700          -                      110,200        25,500                   

Professional Services -                -                -                      52,530          52,530                   
Computer Purchase & Maintenance 82,550          82,550          -                      -                (82,550)                  
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 435,250$     435,250$     -$                   370,730$     (64,520)$               

Other Non-Operating Expenses -$             -$             -$                   -$                      

Total Expenses 677,140$     635,080$     (42,060)$            597,817$     (37,264)$               

Change in Assets -$             42,060$       42,060$             -$              (42,060)$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget
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g-i. Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding and expenses in this section provide for the following items to meet the 

objectives as defined in the business plan. 

Funding Sources  

ERO Assessments 

Personnel Expenses increases are additional FTEs over the 2008 Budget and 
incremental increases in salary for existing staff. 

Meeting Expenses includes meeting and travel related costs to support this 

program area. 

Operating Expenses includes office rent and professional services costs (e.g. 

Audit). The 2008 Budget Consulting Fees included accounting and actuarial fees. In 

the 2009 Budget, these fees were moved into Professional Services. 
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III. Section B — 2009 MRO Budget 

1. 2008 Budget and Projection and 2009 Budget Comparisons 

Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RS ERO Funding 5,331,488$           5,331,488$          -$                    6,376,474$           1,044,986             
RS Membership Dues/Non-Stat Assessments -                        -                       -                      -                        -                        
RS Testing Fees -                      -                        

Services & Software -                        60,000                 60,000                -                        (60,000)                 
RS Workshops -                        -                       -                      29,250                  29,250                  
RS Interest -                        -                       -                      -                        -                        

Miscellaneous -                      -                        
Total Funding 5,331,488$          5,391,488$         60,000$             6,405,724$           1,014,236$           

Expenses
Personnel Expenses

RS Salaries 2,359,000$           2,315,855$          (43,145)$             2,994,799$           678,944$              
RS Payroll Taxes 438,149                393,695               (44,453)               509,116                115,420                
RS Benefits 203,044                185,268               (17,776)               239,584                54,315                  
RS Retirement Costs 427,462                393,695               (33,767)               509,116                115,420                

Total Personnel Expenses 3,427,655$          3,288,514$         (139,141)$          4,252,614$           964,100$             

Meeting Expenses
RS Meetings 55,000$                55,000$               -$                    119,390$              64,390$                
RS Travel 334,995                334,995               -                      305,120                (29,875)                 
RS Conference Calls 38,684                  38,684                 -                      50,440                  11,756                  

Total Meeting Expenses 428,679$             428,679$            -$                   474,950$              46,271$               

Operating Expenses
RS Consultants 501,000$              700,141$             199,141$            554,860$              (145,281)$             
RS Contracts -                        -                       -                      109,500                109,500                
RS Office Rent 180,000                180,000               -                      170,000                (10,000)                 
RS Office Costs 215,771                215,771               -                      313,870                98,099                  
RS Professional Services 100,000                100,000               -                      154,930                54,930                  
RS Computer Purchase & Maint. 320,436                320,436               -                      317,400                (3,036)                   
RS Furniture & Equipment -                        -                       -                      57,600                  57,600                  

Miscellaneous -                      -                        
Contingency 157,947                157,947               -                      (157,947)               

Total Operating Expenses 1,475,154$          1,674,295$         199,141$           1,678,160$           3,865$                 

Other Non-Operating Expenses -$                     -$                    -$                   -$                      -$                     

Total Expenses 5,331,488$          5,391,488$         60,000$             6,405,724$           1,014,236$           

Change in Assets -$                     -$                    -$                   -$                      -$                     

Statement of Activities 
2008 Budget & Projection, and 2009 Budget
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2. Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008

Change from 
Budget to  
Projection

Budget 
2009

Change from 
Projection

Operational Programs
Reliability Standards 2.15 2.75 0.60 2.50 -0.25
Compliance Monitoring and Enforcement 9.65 7.50 -2.15 10.00 2.50
Reliability Readiness Evaluation and Improvement 1.10 0.25 -0.85 0.50 0.25
Training and Education 0.45 0.50 0.05 0.50 0.00
Reliability Assessment and Performance Program 2.20 4.00 1.80 4.75 0.75
Situational Awareness and Infrastructure Security 0.35 0.25 -0.10 0.25 0.00
Total FTEs Operational Programs 15.90 15.25 -0.65 18.50 3.25

Administrative Programs
Technical Committees and Members' Forums 0.45 0.75 0.30 0.75 0.00
General & Administrative 1.65 1.75 0.10 1.50 -0.25
Information Technology 1.50 2.50 1.00 2.00 -0.50
Legal and Regulatory 1.40 0.50 -0.90 1.50 1.00
Human Resources 0.00 0.00 0.00 0.00 0.00
Finance and Accounting1 2.00 2.00 0.00 2.25 0.25
Total FTEs Administrative Programs 7.00 7.50 0.50 8.00 0.50

Total FTEs 22.90 22.75 -0.15 26.50 3.75

1 Human Resources included in "Finance and Accounting".

STATUTORY
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3. Projection 2008  - Organizational Chart 

Table 3 Table 3 
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1Human Resources included in Finance. 1Human Resources included in Finance. 
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4. 2009 Organizational Chart 

(Budget to Budget) 

Table 4 Table 4 
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5. Reserve Balance 

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 1 109,443
Plus: 2008 ERO Funding (from LSEs or designees) 5,331,488

Plus: 2008 Other funding sources (Cash basis) 60,000

5,500,931

2008 Projected expenses (Cash basis) 5,391,488
Less:  2008 Projected other funding sources

Total Cash Needed 2008 5,391,488

Projected Working Capital Reserve (Deficit), December 31, 2008 109,443

Desired Cash Balance, December 31, 2009 (Current level at 6 Operating Days.) 2 109,443

Less:  Projected Cash Balance December 31, 2008 109,443

Increase(decrease) in assessments to achieve desired Working Capital Reserve (0)

(29,250)
(0)

2009 Assessment  for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash Basis) 6,405,724
2009 Assessment (Non-Operating Expenses) 0

Less: 2009 Other funding sources
Adjustment to achieve desired Working Capital Reserve

2009 Assessment 6,376,474

1 Update reserves available to reflect NERC's opinion to change from cash on hand to a working 
capital. NERC has taken the poisiton that a measure of the company's liquidity (current assets less
current liabilities) is a more accurate measure of what dollars are available to the regions in the event
that the unexpected happens.

2 As documented in the June 19, 2008 minutes, the MRO FAC recommended and the BOD approved
the reserve balance of 45 days. Based on the 2009 Budget, a 45 day reserve would be an amount
of $789.750. The current budget has a reserve of $109,443 which is the 2007 budget underage and was 
the beginning cash balance January 1, 2008. Considering MRO has a line of credit of $2.0m and is paid 
in advance from NERC, 45 days appears to be prudent.

Currently MRO is below the recommended and approved reserve $680,307 in the 2009 Budget. 
The FAC recommended and the BOD approved not increasing the current budget to meet this higher 
reserve requirement. Staff anticipates a leveling out in 2010 for increases, unless there are unforseen
regulatory requirements or other unexpected development.

Reserve Analysis 2008-2009
STATUTORY
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6. Breakdown by Statement of Activity Sections 

The following detailed schedules support of Table 1 above and any significant 

variances have been disclosed by program area in the preceding pages. 

a. Supplemental Funding3

Table B-1 

Outside Funding Breakdown By Program
 (excluding ERO Assessments)

Budget
2008

Projection
2008

Budget          
2009 Variance Variance %

Reliability Standards and Compliance
Compliance System Software -$                       60,000$                 -$                       -$                       -100.00%

-                         -                         -                         -                          
 Total -$                       60,000$                 -$                       -$                       -100.00%

Training and Education
Training workshops -$                       -$                       29,250$                 -$                        

-                         -                         -                         -                          
-                         -                         -                         -                          

 Total -$                       -$                       29,250$                 -$                        

Situational Awareness and Infrastructure Security
-$                       -$                       -$                       -$                        
-                         -                         -                         -                          
-                         -                         -                         -                          

 Total -$                       -$                       -$                       -$                        

Technical Committees and Member Forums
-$                        

 Total -$                       -$                       -$                       -$                        

General and Administrative
-$                       -$                       -$                       -$                        

 Total -$                       -$                       -$                       -$                        

Total Outside Funding -$                      60,000$                29,250$                -$                       -51.25%

3 The nature of supplemental funding is considered “statutory”.
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b. Personnel Expenses 

Table B-2 

Personnel Expenses
Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
Salaries
Salary -$                   -$                   -$                   -$                    

-                     -                     -                     -                      
-                     -                     -                     -                      

Total Salaries 2,359,000$        2,315,855$        2,994,799$        678,944$           29.32%

Payroll Taxes
FICA -$                   -$                   -$                   -$                    
Medicare -                     -                     -                     -                      
SUI -                     -                     -                     -                      
FUI -                     -                     -                     -                      
Total Payroll Taxes 438,149$           393,695$           509,116$           115,420$           29.3%

Benefits
Workers Compensation -$                   -$                   -$                   -$                    
Medical Insurance -                     -                     -                     -                      
Life-LTD Insurance -                     -                     -                     -                      
Education -                     -                     -                     -                      
Relocation -                     -                     -                     -                      
Total Benefits 203,044$           185,268$           239,584$           54,315$             29.3%

Retirement
401K -$                   -$                   -$                   -$                    
Pension -                     -                     -                     -                     
Post Retirement Medical -                     -                     -                     -                      
Total Retirement 427,462$           393,695$           509,116$           115,420$           29.3%

Total Personnel Costs 3,427,655$        3,288,514$       4,252,614$       964,100$          29.3%
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c. Meeting Expenses 

Table B-3 

Meeting Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009

Year Over 
Year Budget 

Variance
Variance 

%
Reliability Standards $            5,000 $           5,000 $           7,500 2,500$            50.00%
Compliance and Organization Registration and Certification             12,000            12,000            18,000 6,000              50.00%
Reliability Readiness Evaluations and Improvement               1,200              1,200              1,440 240                 20.00%
Reliability Assessment and Performance Analysis             15,000            15,000            40,000 25,000            166.67%
Training and Education1                   600                  600             29,850 29,250            4875.00%
Situational Awareness and Infrastructure Security               1,200              1,200                 600 (600)                -50.00%
Committee and Member Forums                     -                      -                      -   -                   
General and Administrative             20,000            20,000            22,000 2,000              10.00%
Legal and Regulatory                     -                      -                      -   -                   
Information Technology                     -                      -                      -   -                   
Human Resources                     -                      -                      -   -                   
Finance and Accounting                     -                      -                      -   -                   
Total Meeting Expenses $          55,000 $         55,000 $       119,390  $          64,390 117.07%

Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards $          10,000 $         10,000 $         10,000 -$                0.00%
Compliance and Organization Registration and Certification             47,795            47,795          100,000 52,205            109.23%
Reliability Readiness Evaluations and Improvement             21,000            21,000            45,000 24,000            114.29%
Reliability Assessment and Performance Analysis               8,000              8,000            50,000 42,000            525.00%
Training and Education               2,400              2,400              2,400 -                  0.00%
Situational Awareness and Infrastructure Security               2,400              2,400              2,400 -                  0.00%
Committee and Member Forums2            209,200           209,200             60,000 (149,200)         -71.32%
General and Administrative             20,400            20,400            22,000 1,600              7.84%
Legal and Regulatory               3,600              3,600              4,320 720                 20.00%
Information Technology               4,200              4,200              6,000 1,800              42.86%
Human Resources                     -                      -                      -   -                   
Finance and Accounting               6,000              6,000              3,000 (3,000)             -50.00%
Total Travel Expenses $        334,995 $       334,995 $       305,120  $        (29,875) -8.92%

WebEx Conference Call Expenses by Business Plan 
Category

Budget
2008

Projection
2008

Budget     
2009 Variance

Variance 
%

Reliability Standards $          12,528 $         12,528 $         15,000 2,472$            19.73%
Compliance and Organization Registration and Certification               4,278              4,278            10,000 5,722              133.75%
Reliability Readiness Evaluations and Improvement               1,200              1,200              1,440 240                 20.00%
Reliability Assessment and Performance Analysis             14,278            14,278            18,000 3,722              26.07%
Training and Education               1,200              1,200              1,200 -                  0.00%
Situational Awareness and Infrastructure Security               1,200              1,200                    -   (1,200)             -100.00%
Committee and Member Forums                     -                      -                      -   -                   
General and Administrative                     -                      -                      -   -                   
Legal and Regulatory               4,000              4,000              4,800 800                 20.00%
Information Technology                     -                      -                      -   
Human Resources                     -                      -                      -   
Finance and Accounting                     -                      -                      -   
Total WebEx Conference Calls $          38,684 $         38,684 $         50,440  $          11,756 30.39%

Total Meeting Expenses 428,679$        428,679$       474,950$       46,271$          10.79%

1Costs offset by fees collected - see Table B-1
2Reimbursement to MRO participatnts in NERC Committees and workshops.
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d. Operating Expenses 

Table B-4 

Consultants
Budget

2008
Projection

2008
Budget          

2009
Year Over Year 

Budget Variance Variance %
Consultants
Relability Standards 30,000$               30,000$               30,000$               -$                     0.00%
Compliance and Organization Registration and Certification 15,000                 214,141               110,600               (103,541)              -48.35%
Reliability Readiness Evaluations and Improvement 4,000                   4,000                   48,000                 44,000                 1100.00%
Reliability Assessment and Performance Analysis 215,000               215,000               155,860               (59,140)                -27.51%
Training and Education 2,400                   2,400                   2,400                   -                       0.00%
Situational Awarerness and Infrastructure Security -                       -                       -                       -                        
General and Administrative 8,000                   8,000                   15,000                 7,000                   
Legal and Regulatory (Hearing Officers) 75,000                 75,000                 80,000                 5,000                   
Information Technology 63,600                 63,600                 75,000                 11,400                 17.92%
Member Forum Consultants -                       -                       -                       -                        
Accounting and Finance                  88,000                  88,000                  38,000 (50,000)                -56.82%
Consultants Total 501,000$             700,141$             554,860$             (145,281)$            -20.75%

Table B-5 

Contracts
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %
Contracts - Software
Great Plains 8,000$            8,000$             
Cisco 7,500              7,500               
Barracuda 1,100              1,100               
Crow Canyon 200                 200                  
Facilities / Security 6,000              6,000               
Lyris 2,500              2,500               
Other 1,200              1,200               
Contracts - Software Total (2008 Budget included in Software $s) -$                -$                26,500$          26,500$           

Contract 
Reliability Standards (RSVP) -$                -$                30,000$          30,000$           
Compliance and Organization Registration and Certification (Compliance System) -                  -                  35,000            35,000$           
Reliability Assessment and Performance Analysis (Modell Building) -                  -                  18,000            18,000             

Contracts - Total -$                -$                83,000$          83,000$           

Education and Training
-$                 
-                   

Education and Training Total -$                -$                -$                -$                 

Contracts Total -$               -$               109,500$       109,500$         

Table B-6 

Office Rent
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Rent 180,000$        180,000$        170,000$        (10,000)$         -5.56%
Utilities
Maintenance
Security

Total Office Rent 180,000$        180,000$        170,000$        (10,000)$         -5.56%
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Table B-7 

Office Costs
Budget

2008
Projection

2008
Budget      

2009

Year Over 
Year Budget 

Variance Variance %

Employee Related Expense (Drug Testing, Finder Fees Etc) 1,500$             1,500$             6,000$             4,500$             300.00%
Employee / Member Events 15,000             15,000             15,000             -                  0.00%
Supplies-Promotional 0 0 4,800               4,800                
Data Circuit (qmoe) 25,440$           25,440$           20,400             (5,040)             -19.81%
Data Circuit (dsl) 1,560               1,560                
Inbound long distance 10,800             10,800              
Voice Circuits 32,400             32,400              
Business Cable 1,200               1,200                
Building Maint/Facility Repairs 0 0 10,000             10,000              
Utilities 1,500               1,500               12,000             10,500             700.00%
Office Cleaning 21,000             21,000             27,000             6,000               28.57%
Waste Management 3,600               3,600               3,600               -                  0.00%
Bank Expense 10,000             10,000             6,000               (4,000)             -40.00%
Interest 0 0 -                  -                   
Insurance Expense 42,000             42,000             45,000             3,000               7.14%
Internet 19,242             19,242             25,922             6,680               34.71%
Office Supplies 24,835             24,835             28,033             3,198               12.88%
Publications & Subscriptions 5,736               5,736               5,430               (306)                -5.33%
Departmental Functional Training 35,950             35,950             46,490             10,540             29.32%
Dues 5,768               5,768               6,835               1,067               18.50%
Postage 4,200               4,200               3,000               (1,200)             -28.57%
Other 2,400               2,400                
Total Office Costs 215,771$        215,771$        313,870$        98,099$           45.46%

Table B-8 

Professional Services
Budget

2008
Projection

2008
Budget      

2009

Year Over 
Year Budget 

Variance Variance %

Outside Legal 100,000$        100,000$        102,400$        2,400$            2.40%
Accounting & Auditing Fees1 30,000            30,000$           
Actuarial Fees1 22,530            22,530$           
Total Services 100,000$       100,000$       154,930$       54,930$          54.93%

12008 Budget dollars were in "consultants".
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Table B-9 

Computer
Budget

2008
Projection

2008
Budget

2009 Variance Variance %

Purchase and Lease 87,450             87,450 166,000           78,550 89.82%
Software 87,450             87,450 53,000             (34,450) -39.39%
Copier Rental 14,946             14,946 (14,946) -100.00%
Office Equipment & Maintenance1 3,180               3,180 (3,180) -100.00%
Telephone (Vericenter/SunGuard Server) 44,860             44,860 32,400             (12,460) -27.78%
Computer Supplies and Maintenance 6,000               6,000                
CIP Infrastructure (MRO Systems) -                  -                  60,000             60,000              
Waste Mangement2 -                  -                  -                   
Depreciation Expense 82,550             82,550 (82,550) -100.00%

Total Computer 320,436$        320,436$ 317,400$        (3,036)$ -0.95%

1Moved to "Furniture and Fixtures" in 2009 Budget.
2Moved to "Office Costs" in 2009 Budget.

Table B-10 

Furniture & Equipment
Budget

2008
Projection

2008
Budget     

2009 Variance Variance %

Furniture -$             -$             15,000$        15,000$         
Equipment -               -               17,600          17,600           
Leasehold Improvements -               -               10,000          10,000           
Copier Rental1 15,000          15,000          

Total Furniture & Fixtures -$            -$            57,600$       57,600$         

1Moved from 2008 Budget "Office Costs" to "Furniture & Equipment" in 2009 Budget. 

Table B-11 

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Interest Expense -$               -$               -$               -$                
Office Relocation -                 -                 -                 -                  
Cash Reserve Requirement

Total Non-Operating Expenses -$               -$               -$               -$                
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IV. Section C — 2009 MRO Non-Statutory Business Plan and 

Budget

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 

Total FTEs .60 .25 0.00 

Total Direct Funding N/A N/A N/A 

Total Indirect Funding N/A N/A N/A 

Total Funding $491,308 $342,308 $0

1. Background 

In 2008, MRO provides IT related services to a third party.  At the end of 2008, the 

contract shall be terminated. In addition, to be compliant with the “April 1, 2008 

True-up Compliance Filing” the contract for compliance software that MRO shares 

with others was declared statutory by NERC and MRO staff.  The result has no impact 

on the 2008 budget. 

For 2009, MRO will have no non-statutory activities.  

a. Membership and Governance 

Not applicable. 

b. Non-Statutory Functional Scope 

For 2009 none. 

c. Planning Cycle 

Not applicable. 

d. 2009 Primary Objectives 

Not applicable. 
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e. Major 2009 Cost Impacts 

Not applicable. 

2. 2009 MRO Budget Non-Statutory 

a. 2008 Budget and Projection and 2009 Budget Comparisons Non-

Statutory 

Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RS ERO Funding -$                -$                 -$                    -$                -$                    
RS Membership Dues/Non-Stat Assessments -                      -                      
RS Testing Fees -                      -                      
RS Services & Software 491,308           342,308           (149,000)             (342,308)             

Workshops -                      -                      
RS Interest -                      -                      

Miscellaneous -                      -                      
Total Funding 491,308$        342,308$        (149,000)$          -$                (342,308)$          

Expenses
Personnel Expenses

RS Salaries 62,636$           51,325$           (11,311)$             (51,325)$             
RS Payroll Taxes -                      -                      
RS Benefits 28,389             23,265             (5,124)                 (23,265)               
RS Retirement Costs -                      -                      

Total Personnel Expenses 91,025$          74,590$          (16,435)$            -$                (74,590)$            

Meeting Expenses
RS Meetings -$                    -$                    
RS Travel -                      -                      
RS Conference Calls -                      -                      

Total Meeting Expenses -$               -$                -$                   -$                -$                   

Operating Expenses
RS Consultants 400,283$         267,718$         (132,565)$           (267,718)$           
RS Contracts -                      -                      
RS Office Rent -                      -                      
RS Office Costs -                      -                      
RS Professional Services -                      -                      
RS Computer Purchase & Maintenance -                      -                      
RS Furniture & Equipment -                      -                      

Miscellaneous -                      -                      
Contingency -                      -                      

Total Operating Expenses 400,283$        267,718$        (132,565)$          -$                (267,718)$          

Other Non-Operating Expenses -$                   -$                   

Total Expenses 491,308$        342,308$        (149,000)$          -$                (342,308)$          

Change in Assets -$               -$                -$                   -$                -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

NON-STATUTORY
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b. Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009
Change from 

Projection

Operational Programs
Reliability Standards 0.10 0.00 0.00 0.00

0.0
0.0
0.0
0.0
0.0

Total FTEs Operational Programs 0.1 0.0 0.0 0.0

Administrative Programs
Information Technology 0.50 0.25 0.00 -0.25

0.0
0.0
0.0
0.0
0.0

Total FTEs Administrative Programs 0.5 0.25 0.00 -0.25

Total FTEs 0.6 0.25 0.00 -0.25

Non-Statutory
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c. Projection 2008 Organizational Chart (Non-Statutory) 
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d. 2009 Organizational Chart (Non-Statutory) 
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Introduction 
Total NPCC Resources 

(in whole dollars) 

  2009 Budget U.S. Canada Mexico
Regional Entity Division FTEs 27.2
Criteria Services Division FTEs 2.8
Total FTEs 30
Regional Entity Division Expenses $10,008,885  $5,328,802  $4,680,083  
Criteria Services Division Expenses $1,012,790  $454,388  $558,402  
Total Expenses $11,021,675  $5,783,190  $5,238,485  
ERO Funding Assessments $10,008,885  $5,328,802  $4,680,083  
ISO/BAA Assessments $1,012,790  $454,388  $558,402  
Total Funding Assessments $11,021,675  $5,783,190  $5,238,485  
NEL 672,611,000 301,766,000 370,845,000 
NEL % 100% 44.86% 55.14% 

Northeast Power Coordinating Council, Inc. (NPCC) is a New York State not-for-profit 
membership corporation.  The purpose of NPCC is to promote and enhance the reliable and 
efficient operation of the international, interconnected bulk power system in Northeastern North 
America through (i) the development of regional reliability standards and compliance assessment 
and enforcement of continent-wide and regional reliability standards, coordination of system 
planning, design and operations, and assessment of reliability, (collectively, “regional entity 
activities”), and (ii) the establishment of regionally-specific criteria, and monitoring and 
enforcement of compliance with such criteria (collectively, “criteria services activities”).  NPCC 
provides the functions and services for Northeastern North America of a cross-border regional 
entity through a regional entity division, as well as regionally-specific criteria services for 
Northeastern North America through a criteria services division.  NPCC’s website is 
www.npcc.org.

NPCC is focusing on its core business of reliability as reflected in this 2009 Business Plan and 
Budget.  NPCC will stay true to its over 40 year mission in an international, coordinated 
approach.  First and foremost, reliability must be maintained in Northeastern North America. 

Geographically, NPCC U.S. includes the six New England states and the state of New York. 
NPCC Canada includes the provinces of New Brunswick, Nova Scotia, Ontario and Québec.  In 
total, NPCC covers nearly 1.2 million square miles, and is populated by more than 55 million 
people.  From a net energy for load perspective, NPCC is approximately 44.9% U.S. and 55.1% 
Canadian.  With regard to Canada, approximately 70% of Canadian load is within the NPCC 
Region.  NPCC operates as a regional entity under an Amended and Restated Delegation 
Agreement with the North American Electric Reliability Corporation (NERC), the international 
Electric Reliability Organization (ERO).  The delegation agreement describes the enforcement 
authority delegated to NPCC’s regional entity division.  The funding for NPCC’s regional entity 
division is approved by the NPCC Board of Directors for consideration by NERC and the U.S. 
federal and Canadian provincial regulatory authorities.  Details of the business plans and budget 
for each program area are included in Section A for the regional entity division.  The 2009 

http://www.npcc.org
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regional entity division schedules are shown in Section B.  Section C details the criteria services 
division business plan and budget. 

Membership and Governance 
NPCC currently has 68 members.  There are two categories of membership, Full and General.  
The two categories distinguish between the U.S. FERC and Canadian provincial regulatory 
and/or governmental authority agreements’ regional entity services, and what FERC references 
as U.S. non-statutory and Canadian provincial authorities in the Region reference as Criteria 
Services.

General Membership is voluntary and is open to any person or entity, including any entity 
participating in the Registered Ballot Body of the ERO that has an interest in the reliable 
operation of the Northeastern North American bulk power system.  General Members are subject 
to compliance with reliability standards and receive additional services from the regional entity 
division of NPCC.

Full Membership is available to members, which are already general members, and participate in 
electricity markets in the Northeast.  Independent system operators (“ISOs”), regional 
transmission organizations (“RTOs”), Transcos and other organizations or entities that perform 
the Balancing Authority function operating in Northeastern North America are expected to be 
Full Members of NPCC.  The New York State Reliability Council and any other sub-regional 
reliability councils which may be formed are also expected to be Full Members.  Full Members 
are subject to compliance with regionally-specific criteria, in addition to reliability standards, and 
receive additional services from the criteria services division of NPCC which is not funded by 
the ERO. 

NPCC is governed by a hybrid Board of Directors consisting of stakeholders balanced by sector 
and an independent Chairman.  A maximum of 3 directors per voting sector comprise the Board 
to provide for fair stakeholder representation.  The voting sectors include:   

Sector 1) Transmission Owners   
Sector 2) Reliability Coordinators
Sector 3) Transmission Dependent Utilities, Distribution Companies, Load Serving Entities     
Sector 4) Generator Owners 
Sector 5) Marketers, Brokers and Aggregators 
Sector 6) Customers  
Sector 7) State and Provincial Regulatory and/or Governmental Authorities 
Sector 8) Sub-Regional Reliability Councils, other Regional Entities and Interested Parties 

Seven committees of the Board or program committees reporting to the Board recommend policy 
on various reliability issues, or handle governance, finance and human resource matters.  These 
Committees include a Regional Standards Committee (RSC), a Compliance Committee (CC), a 
Reliability Coordinating Committee (RCC), a Public Information Committee, an Audit and 
Finance Committee, a Pension Committee and a Compensation Committee.  The RSC, CC and 
RCC provide technical policy recommendations to the Board.  All general members are eligible 
for representation on the technical committees. 

Industry technical experts from within the membership provide input to the Board through 
various working groups and task forces as well as the committees.  The Amended and Restated 
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Bylaws establish NPCC’s independence from users, owners and operators of the bulk power 
system through the governance structure, while providing fair stakeholder representation in the 
selection of officers.  The members, from each of the eight voting sectors, vote to elect directors, 
in their respective sector.   

Compliance and enforcement activities are carried out by the NPCC Compliance Staff and are 
independent of all users, owners and operators of the bulk power system and from the Hearings 
officer.  Compliance activities are governed in the United States by the Amended and Restated 
Regional Delegation Agreement between NERC and NPCC, delegating portions of NERC’s 
authority as the Electric Reliability Organization under Section 215 of the Federal Power Act to 
NPCC.  A Memoranda of Understanding between the Independent Electricity System Operator 
in Ontario, NERC and NPCC establishes roles and responsibilities with regard to that Province.
Regulatory and/or governmental authority agreements are under development within the 
provinces of New Brunswick, Nova Scotia and Québec. 

Regional Entity Functional Scope 
NPCC has been approved by FERC to develop, monitor and enforce continent-wide and regional 
reliability standards for the reliability of the bulk electric power system in the U.S. portion of the 
international region and is recognized as a cross-border regional entity effective April 5, 2008, 
with authority, pursuant to the execution and implementation of an Amended and Restated 
Regional Delegation Agreement with the ERO.   

A Canadian Provincial Memorandum of Understanding provides the backstop for NERC and 
NPCC activities for the Province of Ontario.  Canadian Provincial Memoranda of Understanding 
or regulatory agreements, currently under development by provincial governmental and/or 
regulatory authorities for New Brunswick, Nova Scotia and Québec, will provide individual 
backstop regarding those provinces of NPCC Canada.

Planning Cycle 
The 2009 Business Plan and Budget is for the calendar year 2009.  NPCC engages in an annual 
business planning cycle and has a complementary Long Term Strategic Plan designed to 
regionally implement NERC’s 2008 - 2013 Strategic Plan. 

2009 Primary Objectives  
NPCC’s primary objectives for 2009 are: 

Ensuring the reliability of the bulk electric power system in Northeastern North America
Establishing Regional Reliability Standards for applicable regulatory approvals 
Implementing the Compliance Monitoring and Enforcement Program (CMEP) 
Implementing hearing procedures to provide timely resolution of disputes 
Improving and enhancing transmission and resource adequacy assessments 
Remaining the credible source of Northeastern North America international reliability 
information 
Advancing the quality and scope of training activities to ensure that operators and 
Registered Entities have the information and tools they need 
Improving administrative activities including accounting and budgeting, document control 
and staffing/human resources 



Introduction 

2009 NPCC Business Plan and Budget  6 
Approved � June 24, 2008 and Resubmitted to NERC August 12, 2008 

Implementing a seamless and cost effective relocation of NPCC’s corporate offices 

Major 2009 Cost Impacts
For comparison purposes between 2008 and 2009, NPCC’s regional entity division core business 
plan drives a budget increase in total resources representing 14.3 percent as compared to the 
2008 regional entity division budget and an increase of 35.3 percent as compared to the 2008 
criteria services division budget.

The one time costs associated with a required May, 2009 relocation, coincident with license 
agreement expiration, execution of a new lease and a standard office space build out for NPCC 
offices within New York City are estimated to total approximately $1.4 million.  Total office 
relocation costs include leasehold improvements, equipment purchases, furniture purchases, 
partial year office rent differential, and other associated office relocation cost components.  Total 
office relocation costs are allocated to the regional entity and criteria services divisions on a 
proportional FTE basis of 91% (27.2/30) and 9% (2.8/30) respectively. Removal of relocation 
project associated costs from the total regional entity division and total criteria services division 
budgets is shown in the ratio of 91 percent to nine percent respectively, ($1,269,339 and 
$125,539 for a total of $1,394,878) to demonstrate the core increases presented above.

NPCC negotiated an extremely favorable and then under market license agreement some 16 
years ago and has been in its current offices for nearly 15 years. While NPCC rents adjusted 
moderately at years 5 and 10 consistent with its agreement terms, rents in the building over the 
past decade and a half have nearly tripled.  Due diligence review, including assessments of 
several non-New York City locations: Albany, Boston, waterfront Jersey City, New Jersey, 
Montreal and Toronto, as well as a non-binding employee survey with regard to the likelihood of 
retention outside a 50 mile radius of the current location, was performed in the Spring of 2007 
and revisited again in the Spring of 2008.

The NPCC Board determined, based upon many factors including the then projected rental terms 
for alternate cities, costs associated with employee relocations, terminations, recruiting, and 
severance, that less costly New York City locations should be identified with a recommended 
site negotiated for, thereby maintaining focus on cost efficiencies and staff retention. With the 
commercial real estate market softening, $500,000 in office space build out costs have not been 
included in the relocation project cost estimate, as that portion of relocation expenses is projected 
to be avoided through provision of a building allowance work letter from prospective landlords 
with which NPCC will negotiate lease terms. While several potential buildings have been 
identified, NPCC has not initiated negotiations in an effort to get more favorable, lower cost 
terms and maximize landlord allowances.  That said, NPCC must execute a new lease no later 
than November to meet the required permitting and build out lead times and be able to evacuate 
the current premises as stipulated by May, 2009. 

With the inclusion of all expenses, the 2009 NPCC regional entity division funding requirements 
are presented with an NPCC requirement of $10,008,885. This is an increase of 30.8 percent 
over the 2008 NPCC funding requirement of $7,648,718.  Total NPCC criteria services division 
non-statutory funding requirements are presented at $1,012,790, which is a 54.5 percent increase 
over the 2008 requirement of $655,670.  The regional entity funding requirement includes a 
$1,629 addition to reserves while the criteria services funding requirement includes and a reserve 
reduction of $7,918.  The additional budget for reserves is consistent with an existing policy 
targeting a 20% threshold.  While there has been an elimination of funding for a contingency 
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account in the NPCC 2009 budget per NERC’s guidance, no increase to that reserve threshold 
has been made.  An annually established contingency was historically available to fund 
unforeseen but necessary expenses.  The NPCC and NERC Regional Delegation Agreement 
details that NPCC’s funding system shall include reasonable reserve funding for unforeseen and 
extraordinary expenses and other contingencies, consistent with generally accepted accounting 
principles.  Utilization of operating reserves would provide for regional entity accounting 
consistency, rather than use of a contingency account within the budget, and could be used to 
manage risk and fund approved expenses.   

With the uncertainty related to actual compliance hearing costs, projected but as yet to be 
contracted future rent and office relocation costs, the potential necessity to compensate new hires 
at market rates, the size of the total budget and removal of a contingency account, a discussion to 
move from a 20% reserve level to a 25% reserve level was had by the NPCC Board and 
determined to be unnecessary.  The office relocation project could require that some $700,000 in   
cash reserves be set aside in a Certificate of Deposit type investment to secure a fully 
collateralized Letter of Credit, in lieu of a security deposit, to be able to execute a lease with a 
potential landlord for office space.  Analysis of the 2009 projected cash flow reflects the cash 
reserves required to maintain the 20% reserve level, inclusive of the collateralized Letter of 
Credit, and is based on projected 2009 operating expenses.  Year to year reserve requirement 
adjustments can be greatly effected as a result of not budgeting for hearings in the compliance 
program area and not budgeting for participation in potential first quarter 2009 reliability 
readiness evaluations that could be performed as part of NERC’s close down of the program.  
Should operating reserves be called upon to fund approved but unbudgeted activities, reserves 
would be reestablished through additional funding to meet the targeted 20% of budget annually.  

The overall budget, regional entity division and criteria services division, includes an increase in 
personnel from 28 Full Time Equivalents (FTEs) to 30 FTEs.  One position has been added in 
each of the Compliance and Accounting and Finance areas under the regional entity division.  
Additionally, a 2008 FTE for the Reliability Readiness Evaluation and Improvement program 
area will be reallocated for 2009 to the Situation Awareness program area.  Increases in total 
Personnel Expenses for 2009 in both the Regional Entity and Criteria Services divisions are a 
result of a combination of changes in accounting methodology, salary increases, the full year 
impacts of approved, but under-budgeted new FTEs, certain salary adjustments to be more 
reflective of market rates, changes in the application of contingency funds to specific 
subaccounts, and the costs associated with the adaption of SFAS 158. 

NERC Budget Increases Not Included in the NPCC 2009 Business Plan 
This section differentiates the drivers behind NPCC’s regional entity division’s 14.3% increase 
from NERC’s 25.7% increase.  The following activities driving parts of the $7 million increase in 
funding included in the NERC 2009 Business Plan and Budget are not included in the NPCC 
Budget:

NPCC’s standard development process capitalizes on industry-based technical expertise 
within the existing task force and working group structure, rather than establishing 
separate, individual drafting teams 
NPCC compliance staff is growing by 1 FTE compared with NERC’s 5 FTEs, from the 
2008 level, even though the RE has the primary responsibility for compliance and 
enforcement 
NPCC utilizes pre-audit questionnaires to increase the effectiveness and efficiency of on-
site audits 
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NPCC makes extensive use of industry-based technical expertise in its thorough analysis 
of system events and is not proposing additional staff to support those efforts 
NPCC had eliminated the reliability readiness evaluation and improvement program 
from its 2009 business plan and has not included any regional entity component to 
parallel NERC’s remaining efforts.  NERC will complete remaining scheduled readiness 
reviews and close at the end of the first quarter of 2009.   The NERC 2009 Work Plan for 
completion of the program includes 12 evaluations.
NPCC will continue to provide valuable operator seminars, but will not be engaging 
outside consultants to develop specific training modules 
NPCC’s Business Plan does not include a regional component associated with the 
outsourcing of an industry-wide self assessment included by NERC at a projected cost of 
$1 million 

Change in Accounting Methodology 
As directed by NERC, NPCC has changed its accounting methodology for personnel benefits, 
meetings, and travel expenses for 2009, and has moved from allocating these costs by FTE to 
applying these costs directly to the program areas.  The magnitude of these variances is 
dependent on the amount of 2008 allocated costs.  In addition, the 2009 Budget includes 
adjustments to operating cash reserves as “Other Non-Operating Expenses.”

The 2009 Business Plan and Budget also reflects overheads and administrative operating 
expenses captured in the General and Administrative area with these costs allocated as indirect
costs to the program areas. 

Detailed Business Plans and Budgets by Program 
Details of the planning, operation, review, and adjustment for each program area are included in 
Section A.  The corresponding budget details are shown in Section B. 



Section A � 2009 NPCC Business Plan 

2009 NPCC Business Plan and Budget  9 
Approved � June 24, 2008 and Resubmitted to NERC August 12, 2008 

Section A � 2009 Business Plan

Reliability Standards Program 

Reliability Standards Program Resources 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 
Total FTEs 3.5 3 3 
Total Direct Funding $785,399  $721,049  $717,220  
Total Indirect Funding [1] $685,877  $587,894  $856,343  
Total Funding $1,471,276  $1,308,943  $1,573,563  

1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on 
a proportional FTE basis.  Total 2009 indirect funding includes $211,557 apportioned to the reliability standards 
program area associated with the one-time 2009 office relocation project.

Background 
The majority of the proposed reliability standards activities for the NPCC region for 2009 will be 
directly related to development of ERO Reliability Standards, which will be submitted to FERC 
and applicable Canadian Provincial regulatory and/or governmental authorities for approval, as 
well as the implementation of the NPCC Regional Reliability Standard Development Procedure.   

NPCC has a number of task forces and working groups engaged in the coordination of reliability
related activities.  These groups provide a coordinated review of all ERO Reliability Standards 
and serve to develop the NPCC Regional Reliability Standards.  This well functioning approach 
enhances the quality of reliability standards as well as educates and informs users, owners and 
operators of the international, interconnected bulk power system in Northeastern North America 
of the reliability standard’s requirements and tracks the progress and implementation plans of 
these standards.  

Included in this 2009 Business Plan and Budget are regularly scheduled meetings of the Regional 
Standards Committee (RSC) on an every other month basis and the associated travel and meeting 
expenses are incorporated herein.  Meetings will take place at NPCC’s headquarters in New 
York City, or at other member facilities when possible, in various cities within the Northeastern 
United States and Canada, as selected from time to time for the convenience of the meeting 
attendees.  To the extent possible, the activities of the reliability standards program will also be 
conducted by conference calls, use of e-mail, website postings, and other means of electronic 
communications.  NPCC will also be participating in the adjoining region’s standards processes 
in person and by electronic communication to the extent resources permit. 

In addition, FERC staff has referred to some of the NERC standards that assign to regional 
reliability organizations the responsibility of establishing reliability requirements for regional 
members as “fill in the blank” standards, because Section 215 of the U.S. Federal Power Act 
does not allow enforcement of an ERO reliability standard upon a Bulk Power System owner, 
operator or user, including the setting of financial penalties and sanctions, to the extent a portion 
of the requirements exists outside the standard.  NPCC is working closely with NERC in the 
Regional Reliability Standards Working Group (RRSWG) to address all of the “fill in the blank” 



Section A � 2009 NPCC Business Plan 

2009 NPCC Business Plan and Budget  10 
Approved � June 24, 2008 and Resubmitted to NERC August 12, 2008 

standards.  The results of the RRSWG effort appear in the NERC 3 year work plan to revise 
standards.  NPCC regional standards development will be fully coordinated with the 
development of the standards appearing in the NERC work plan. 

In 2009 NPCC will be completing a multiyear project for the development of Reliability 
Requirements Directories.  The main purpose driving the development of these directories is to 
fulfill and continually satisfy NPCC’s obligation, as delineated in the NERC Rules of Procedure, 
to demonstrate NPCC regional criteria is consistent with and more stringent than the NERC 
Reliability Standards.  The directories are arranged by NPCC criteria topic and take the 
associated mandatory NERC standards along with any NPCC regional standard and provide a 
consistent comprehensive set of reliability requirements for the Northeast.  

The Reliability Requirements Directory document structure accomplishes a number of 
objectives, including: 

Consolidating all the NPCC “B” and “C” documents related to the parent “A” criteria 
Document’s topic; for example, having a Special Protection Systems Reliability 
Requirements Directory greatly simplifies searching for pertinent information regarding 
their application into one document, effectively reducing the number of NPCC 
documents. 
Demonstrating consistency with NERC Reliability Standards  
Combining the NERC and any applicable Regional Reliability Standard Requirements 
into the document.  
Identifying any more stringent NPCC Regional Criteria while removing any duplicative 
language that may exist between the NPCC criteria and NERC standards 
Incorporating the latest Functional Model language
Easing future compliance determinations  
Clarifying and simplifying cross-reference “mapping” between NPCC Documentation 
and NERC Standards Requirements 
Providing opportunities for NPCC to assess need to develop regional standards beyond 
those specified as part of the NPCC or NERC work plans   

NPCC is working with NERC in efforts to gain and maintain recognition as the Electric 
Reliability Organization in the various jurisdictions in Canada and presently has a memorandum 
of understanding (MOU) in place with Ontario and is developing further MOUs or Agreements 
with New Brunswick, Nova Scotia, and Québec.  NERC Standards and NPCC Criteria and 
Regional standards are mandatory and enforceable in Ontario and New Brunswick as a matter of 
provincial law.  NPCC reliability standards program area staff will continue to work with all 
provincial regulatory authorities and/or governmental agencies within its footprint to ensure 
adherence to the individual provincial legislation requirements.  

Based on the portion of professional/technical staff time and other resources devoted to 
reliability standards development, NPCC estimates that it will expend 16 percent of its resources 
on this activity. 
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Program Description and Functions Performed 

Funding Drivers and Reliability Benefits 
Review, comment on, and develop ballot recommendations for all NERC 
Reliability Standards under development or revision 
o The Northeast benefits from NPCC’s coordination of a broad stakeholder review 

process and development of consensus recommendations to assure proposed 
standards will support regional international reliability

Monitor the drafting of key NERC Reliability Standards-UFLS, TPL, Balancing Control 
etc.
o The Northeast monitoring of the development of standards ensures reliability 

requirements that are clear, monitorable and enforceable and support international 
reliability in the Northeast 

Develop and maintain the set of NPCC Directories 
o The combination of North American and Regional Reliability Standards with the 

more-stringent NPCC regional criteria provides for consistency and operational 
clarity

Monitor the Regional Standards development process for MRO, RFC and SERC to 
achieve consistency within the Eastern Interconnection 
o Northeast reliability is enhanced by strengthening neighboring regions’ reliability

standards 
Review all reliability related requirements of all ERO and Regional standards, criteria 
and ensure consistency, remove redundancies and adopt Functional Model language 
o The unambiguous assignment of reliability requirements to specific functional entities 

benefits international reliability. 
Review all FERC orders and Provincial Legislation as it relates to the standards, their 
revision and adoption 
o Northeast reliability benefits from careful analyses of governmental orders or actions 

adopting standards to assure consistency in interpretation 

2009 Goals and Objectives 
The reliability standards program goals and objectives for 2009 are grouped into six categories: 
participation in North American ERO standards development; regional reliability standards 
development; directory development, standards improvement; business practice interface; 
process improvement and communication, and ensuring that the more stringent regional criteria 
is consistent with the reliability standards and does not conflict with those standards.

The goals and objectives of the standards program for 2009 are to: 
1) Participate in the ERO Standards Development

Coordinate the development of ERO reliability standards within NERC’s three-year 
standards work plan 
Conduct thorough reviews of all NERC standards being developed or revised and 
coordinate comments for Northeastern North America 
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Solicit technically qualified candidates from Northeastern North America to participate 
on each of the NERC drafting teams 
Review and develop comments on FERC preliminary staff assessments as appropriate 
Participate in ballots for ERO standards and provide recommendations to the NPCC 
Members of the NERC Registered Ballot Body 
Review and develop comments on FERC Notice of Proposed Rulemaking (NOPR) for 
any and all standards related issues as appropriate 
Evaluate proposed standards utilizing regional technical committees  
Educate and notify stakeholders and regulators about issues related to standards 
development 
Provide a forum for NPCC review of proposed and posted documents from the NERC 
Critical Infrastructure Protection Committee (CIPC) and NPCC Task Force on 
Infrastructure Security and Technology (TFIST) 

2) Regional Standards Development
Complete the development of three 2008 standards utilizing the NPCC Regional 
Reliability Standard Development Procedure 
Draft proposed standards utilizing regional technical committees and working groups in 
an open and inclusive forum 
Actively monitor the standards development activities of the other regions in the Eastern 
Interconnection especially the Midwest Reliability Organization “MRO”, Reliability First 
Corporation “RFC” and Southeast Electric Reliability Council “SERC.” to assure 
consistency within the Eastern Interconnection. 
Accomplish all directives of ERO and governmental and/or regulatory authorities with 
regard to regional standards development and procedures 
Adhere to and surpass the ERO work plan milestones as they pertain to targets for the 
regional standards 

3)  Standards Improvement
Achieve NPCC reliability goals and objectives by initiating and efficiently completing 
standards activities 
Leverage internet and web based tools functionality to ensure inter-regional consistency 
and quality of regional reliability standards 
Establish long-term strategy for standards improvement and initiate implementation 
Identify additional future regional standard opportunities by completing a set of Regional 
Reliability Directories incorporating the ERO Reliability Standards, Regional Standards 
and regionally-specific more stringent Criteria 
Ensure the topics addressed by the reliability standards parallel changing industry needs 

4) Business Practices Interface
Coordinate the review of standards with NPCC members of the North American Electric 
Standards Review Board  
Identify potential market issues for Regional Standards through NPCC Reliability 
Coordinating Committee (RCC) reviews  
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5) Process Improvement
Identify efficiencies for a coordinated NERC standards development process and NPCC 
Regional Standards Development Procedure and recommend revisions as applicable 
Participate in the revision and redrafting of the NERC procedure
Establish targets for NERC and NPCC standards procedure improvement and initiate 
implementation of the strategy 
Streamline and improve the regional standards process and enhance program tools 

6) Communications
Automate notifications process to assure awareness of dates and proceedings of all 
standard development activities 
Strengthen the relationship with the industry’s technical committees to ensure adequate 
input to standards development 
Sponsor NPCC Workshops and participate in NERC/ERO to promote awareness and 
educate the industry 
Promote the reliability objectives of the NERC standards as appropriate to the NPCC 
members of the NERC Registered Ballot Body 

Section 215 Regional Entity Reliability Standards Development 
Technically excellent standards that enhance reliability require the full participation of industry 
experts from all regional entities as well as experts from different stakeholder segments to 
provide diverse yet helpful perspectives when developing reliability standards.  The NPCC RSC 
promotes the drafting team process and solicits drafting team members from appropriate NPCC 
technical bodies. 

NPCC RSC will also provide notifications to Northeastern North America NERC Registered 
Ballot Body members of applicable deadlines for ballot pool registration and for casting ballots 
thereby promoting achievement of quorum requirements.  This support will enhance efficiency 
of the NERC procedure. 

NPCC will also participate in the development and revision of standards as directed by FERC 
and other governmental and/or regulatory authorities.  FERC has identified 56 NERC Reliability 
Standards needing “further work”.  These standards, along with additional standards delineated 
in the NERC three-year work plan as needing revision, will be ready to be reviewed and revised 
throughout 2009 and are included as follows. 
NPCC will provide support and coordination of NERC standards development activities for the 
following:

Standards Initiated for Revision in 2007 still to be worked on through 2009 (32 total 
standards)
Standards Initiated for Revision in 2008 still to be worked on through 2009 (7 total 
standards) 
Standards to be Initiated for Revision (or New) in 2009 (40 total standards)

The above standards, taken from the NERC three-year work plan account for at least 79 total 
standards that will be reviewed, commented on as necessary, and coordinated, tracked and 
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communicated with the NPCC membership. NPCC will also participate in the development of 
new standards resulting from lessons learned through NPCC and NERC programs (e.g., 
reliability performance assessment, compliance enforcement, readiness evaluations, training, and 
situation awareness and infrastructure protection). 

Regional Standards Development 
The NPCC Regional Standards Development Procedure will develop/complete a minimum of 
three regional reliability standards as noted below and in accordance with the timelines in the 
NERC three-year standards work plan.  These regional standards will include, but not be 
restricted to the following: 

Underfrequency Load Shedding (UFLS) 
Special Protection Systems (SPS) 
Balancing Resource and Demand, reserve sharing and requirements 

All regional entities will develop these three standards (UFLS, Balancing, and SPS) to support 
the corresponding NERC ERO standards outlined in the work plan.  These three standards, along 
with the associated ERO standards address the “fill in the blank” standards which FERC 
currently is “holding” for future action.  NPCC is also participating in the NERC Regional 
Reliability Standards Working Group to strive to achieve uniformity and coordination between 
the regional entities’ standards. 

NPCC is also participating actively in the development of adjoining Region’s standards by 
participating on the drafting teams and also in the review and commenting processes available.  
In addition NPCC is registered to cast ballot where and as allowed by the individual adjoining 
Region’s reliability standards development procedure. 

Standards Improvement 
Improvement in the quality of a standard can be quantified in a number of ways.  The standards 
should identify an achievable, technically excellent reliability goal or objective.  This goal 
should be measurable and have specific and concise requirements associated with it.  How the 
reliability goal or objective is achieved will not be the focus of the process.  Full participation 
from industry experts to provide proper technical guidance as well as multiple segments to 
provide diverse viewpoints is critical to the quality of the resultant standard.  These attributes, 
along with open postings and notifications to allow the industry opportunities to participate are 
the key components to a successful process and achieving quality standards. 

NPCC is committed to providing support to the ERO in its standard development activities. 
Process improvements resulting from conducting a thorough review of standards and the 
procedure itself will result in technically superior and excellent standards. 

NPCC developed a mapping document which shows the relationship of each of the NERC RS 
requirements approved by the NERC BOT with NPCC document language.  On an ongoing basis 
NPCC will achieve consistency as outlined in the NERC Rules of Procedure by maintaining 
reliability directories that incorporate NPCC’s more stringent regionally specific criteria and 
regional standards into a single document with the applicable NERC Reliability Standards. 
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Business Practice Interface 
NPCC is an open organization that includes within its membership market participants as well as 
individuals involved with the North American Electricity Standards Board.  During open process 
review of regional standards and the posting for comment on the NERC website, effective 
interface with those entities familiar with the business practices is achieved.  

Standards Process Improvement 
NPCC RSC and staff regularly participate in the NERC Standards Committee activities and 
contribute to develop revisions of the standards procedure manual.  The RSC also seeks 
efficiencies in the regional standards procedure and utilizes and refines web based tools for 
easier user interface and to provide effective and timely notifications of standards activities. 

Communications
Educate and inform industry stakeholders through web based tools and participation in 
NERC Reliability Standards Workshops 

Update and inform governmental regulators and/or authorities on the standards 
development work plan and processes through individual project discussions and annual 
meetings/conferences 

Develop standards program communications that support NERC’s overall 
communications platform 

Develop and maintain NPCC Reliability Directories that will enable users, owners and 
operators of the international bulk power system in the Region the ability to apply 
reliability requirements in NERC and NPCC as well as the more stringent NPCC 
regionally-specific criteria 

Funding Requirements � Explanation of Increase (Decrease) 
2009 reliability standards program funding is driven by the need for additional activities of 
NPCC standards drafting teams.  NPCC anticipates greatly expanded activity (yet no projected 
increase in FTEs) in the area of Eastern Interconnection interregional participation and support 
of adjoining regional drafting activities specifically (RFC and MRO and SERC).  These activities 
will result in greater consistency between the regional entities and also promote coordination and 
reduce comments on standard drafts thus expediting the standards approval.  The effort will also 
broaden the knowledge and experience base and potentially lead to better reliability 
coordination.

Staffing Needs 

Hiring Plans 
Based on the existing complement of full time staff and subject matter consultants, NPCC 
projects a requirement of 3 FTEs for 2008 and estimates that, with the proposed work as 
outlined in this business plan along with the proposed interregional participation, NPCC will 
maintain the standards program area staff at projected 2008 levels. 

Shared Employees 
Not applicable 
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Consultants
NPCC will continue to rely on consultants for subject matter expertise on an as-needed basis 
throughout 2009. Due to the amount of regional documents being converted into Directories 
and the maintenance of the Directories once completed, NPCC estimates consultant services 
equivalent to one FTE will be required within the program area. 
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Reliability Standards Program
Funding sources and related expenses for the reliability standards section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RS ERO Assessments 785,399$            721,049$            (64,350)$             717,220$            (3,829)$               
RS Membership Dues -                     -                     -                     -                     -                     
RS Testing Fees -                     -                     -                     -                     -                     
RS Services & Software -                     -                     -                     -                     -                     

Workshops -                     -                     -                     -                     -                     
RS Interest -                     -                     -                     -                     -                     

Miscellaneous -                     -                     -                     -                     -                     
Total Funding 785,399$            721,049$           (64,350)$            717,220$            (3,829)$              

Expenses
Personnel Expenses

RS Salaries 301,206$            258,177$            (43,029)$             332,684$            74,508$              
RS Payroll Taxes 20,942                17,951$              (2,992)                 18,495                545                     
RS Benefits 84,552                72,473$              (12,079)               58,550                (13,923)               
RS Retirement Costs 43,750                37,500$              (6,250)                 46,435                8,935                  

Total Personnel Expenses 450,451$            386,100$           (64,350)$            456,164$            70,064$             

Meeting Expenses
RS Meetings 20,250$              20,250$              -$                    28,000$              7,750$                
RS Travel 81,250                81,250                -                     111,264              30,014                
RS Conference Calls 5,625                  5,625                  -                     7,792                  2,167                  

Total Meeting Expenses 107,125$            107,125$           -$                   147,056$            39,931$             

Operating Expenses
RS Consultants 227,824$            227,824$            -$                    114,000$            (113,824)$           
RS Contracts -                     -                     -                     -                     -                     
RS Office Rent -                     -                     -                     -                     -                     
RS Office Costs -                     -                     -                     -                     -                     
RS Professional Services -                     -                     -                     -                     -                     
RS Computer Purchase & Maint. -                     -                     -                     -                     -                     
RS Furniture & Equipment -                     -                     -                     -                     -                     

Miscellaneous -                     -                     -                     -                     -                     
Depreciation -                     -                     -                     -                     -                     
Contingency -                     -                     -                     -                     -                     

Total Operating Expenses 227,824$            227,824$           -$                   114,000$            (113,824)$          

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 785,399$            721,049$           (64,350)$            717,220$            (3,829)$              

Change in Assets -$                   -$                   -$                   -$                    -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards
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Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program 

Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program Resources 

(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 
Total FTEs 7.5 8.0 9.0 
Total Direct Funding $1,727,832  $1,992,1822  $2,095,204 
Total Indirect Funding [1] $1,469,736  $1,567,7182  $2,569,030 
Total Funding $3,197,568  $3,559,9002  $4,664,233 

1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on 
a proportional FTE basis.  Total 2009 indirect funding includes $634,670 apportioned to the compliance monitoring 
and enforcement and organization registration and certification program area associated with the one-time 2009 
office relocation project.
2The 2008 projection of some $200,000 in total of the one-time (2008 only) available surplus from the 2007 RE 
division budget year that can be applied to fund the compliance program area is driven by approved but under-
budgeted personnel costs associated with FTE hires in this area and consultant enhancement needed for the 
compliance data administration application.  Should there be 2008 hearings and costs associated with hearings, 
additional usage of the 2007 surplus would be recommended during 2008. 

Background 
The NPCC Compliance Program utilizes the NERC Compliance Monitoring and Enforcement 
Program (CMEP) to monitor, assess and enforce compliance, in the United States, to NERC 
Reliability Standards and Regional Reliability Standards of those entities contained in the NPCC 
Compliance Registry.  NPCC implements the CMEP to meet its FERC and Canadian provincial 
governmental and/or regulatory requirements of NERC Program #400 – Compliance 
Enforcement.  In 2009, the CMEP will include, for the first time, the monitoring, assessment and 
enforcement of NERC Reliability Standards related to cyber security.

In the Canadian portion of the region, NPCC monitors, assesses and enforces compliance to 
NERC Reliability Standards, Regional Reliability Standards and NPCC Criteria in accordance 
with approved Memoranda of Understanding and Implementation Agreement(s) that are in place 
or currently under development for each individual Canadian province within the Region.  An 
agreement has been executed with Ontario and implementation agreements are being reviewed in 
the Québec, New Brunswick and Nova Scotia provinces.  Each agreement will describe the 
particular process that will be utilized, by NPCC, to conduct the monitoring and assessment of 
compliance requirements in the associated province.  Penalties and sanctions related to NERC 
Reliability Standards and Regional Standards will be administered by the defined provincial 
governmental and/or regulatory authorities as described in each discreet agreement.  NPCC will 
issue non-monetary sanctions to responsible Canadian entities for violations of NPCC Criteria.

NPCC’s CMEP uses the following eight methods to monitor compliance by the Registered 
Entities with the reliability standards.  The requirements of the NPCC CMEP program are 
specified in the NPCC Regional Delegation Agreement with NERC.  Subject to variations 
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between NPCC’s CMEP and those of other regional entities, NPCC seeks to implement the 
program in a manner similar to the programs of other regional entities:  

Compliance Audits – NPCC conducts either on-site or off-site audits of all Registered 
Entities.
Self-Certification – NPCC reviews Registered Entity certifications of compliance or non-
compliance with standards on an annual basis.
Spot Checking – NPCC verifies compliance with specific standards, primarily in 
connection with reviews of self-certification. 
Compliance Violation Investigations – Violation investigations are usually the result of a 
system event or disturbance, but may result from other sources. 
Self-Reporting – NPCC undertakes a monitoring process that is specifically designed to 
work in conjunction with a Registered Entity’s continuous monitoring efforts by its internal 
compliance programs.
Periodic Data Submittals – NPCC reviews monthly and quarterly reports that are 
submitted regarding compliance with certain standards. 
Exception Reporting – NPCC requires reports on a small set of standards when violations 
occur.
Complaints – The NPCC compliance staff is alerted to a potential violation that is then 
investigated. 

Each alleged violation will be reviewed and processed by NPCC and if confirmed will have an 
appropriate sanction recommended to NERC and FERC or the appropriate Canadian 
governmental and/or regulatory authority.  

The compliance function is also involved in the following processes in support of its activities: 
Registration – Facilitating the registration process by ensuring that there are no gaps in the 
registration of entities in Northeastern North America and resolving registration disputes 
Penalty calculations – Determining, as appropriate, proposed penalties for alleged 
violations
Settlement negotiations – Conducting settlement negotiations with Registered Entities 
when requested 
Hearings and Appeals – Participating in all hearings and appeals 
Certification of Balancing Authorities, Reliability Coordinators and Transmission 
Operators – Conducting the certification process as required 

The NPCC Compliance Committee (CC), a Committee of the NPCC Board of Directors (BOD), 
provides policy input to the CMEP, and an oversight role to insure that the NPCC Compliance 
Staff properly implements the CMEP.  This balanced stakeholder committee consists of 
representatives of the eight voting sectors as described in the NPCC Bylaws and is chaired by the 
Assistant Vice President - Compliance.  The CC is also responsible for impaneling a Hearing 
Body to resolve contested compliance and/or sanction or penalty determinations.  Hearings will 
be conducted by an independent Hearing Officer.  The CC will also have working groups 
reporting to it as deemed necessary. 
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NPCC utilizes a web-based CMEP Data Administration Application (CDAA) to receive, review 
and analyze all data associated with the CMEP.  NPCC will continue to enhance the CDAA to 
address the recommendations of its membership.  This application is also being used by NERC 
and five other Regional Entities, specifically WECC, FRCC, RFC, TRE and SERC, as well as 
NERC.  The CDAA Users Group will be the forum for member input and recommendations for 
the evolving application. 

In 2009 NPCC, under NERC Program #500 - Organization Registration and Certification, will 
continue to maintain and revise the Compliance Registry to assure that the Registry contains the 
most current and accurate information.  It will also assure that the necessary certification 
processes are implemented keeping Organization Certification current.

In 2009 there is an increase in the manpower requirements in the Compliance Monitoring and 
Enforcement and Organization Registration and Certification Programs of an additional 1.0 FTE.  
This increase is based on implementation of the CMEP including an expanded Compliance Audit 
and Spot Check Program, continued monitoring, maintenance and revision of the NPCC 
Compliance Registry and further enhancements and development of the CMEP Data 
Administration Application (CDAA). 

Based on the portion of professional/technical staff time and other resources devoted to 
compliance monitoring and enforcement and organizational registration and certification, NPCC 
estimates that it will expend 47 percent of its resources on this activity. 

Program Description and Functions Performed 
The CMEP consists of a number of activities including administration (including CDAA 
development); entity registration; review and verification of self – certifications; implementation 
of the Compliance Audit/Spot Check Program; issuance of violation – related notices; tracking, 
review and approval of mitigation plans; issuance of Remedial Action Directives; conduct of 
hearings , as necessary and engagement in settlement proceedings, as necessary.  The costs 
associated with the administration; entity registration and implementation of the Compliance 
Audit/Spot Check Program activities are allocated, in Canada, consistent with applicable 
Memoranda of Understanding and NERC’s Policy on Allocation of Certain Compliance and 
Enforcement Costs.

Funding Drivers and Reliability Benefits 
Expanded Scope of Compliance Committee 

o The Northeast benefits from the implementation of a rigorous enforcement 
program focused on enhancing reliability.  It is expected that the expanded 
oversight role of the Compliance Committee will translate to further increasing 
the overall effectiveness of the CMEP. 

Expanded Number and Scope of Compliance Audits   
o Northeast international reliability benefits from the increased thoroughness of 

NPCC’s Compliance Audits as a result of the expansion of both the number of 
registered entity functions and scope of each of the audits to include additional 
monitored standards 

Expanded Compliance Registry, increased interaction with Registered Entities  
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o The inclusion in the registry of all users, owners and operators that have a 
material impact on the reliability of the international bulk power system, as 
verified through the survey activity undertaken by NPCC in 2008, is critical to 
assuring reliability in the Northeast  

Expanded participation in NERC Compliance Related Activities 
o Reliability in the Northeast benefits from NPCC’s sharing it’s lessons learned 

from CMEP implementation with NERC and other regional entities during regular 
Regional Entity Compliance Manager meetings and workshops 

Expanded Scope of Compliance Related Activities in Canada (Monitoring and 
Assessment of Compliance to Reliability Standards, Compliance Program Evaluation) 

o The Northeast benefits from a strong reliability framework that supports 
international reliability interdependency    

Expanded Activities in Inter- Regional Compliance Related Matters 
o Northeast reliability benefits from the consistent application of compliance 

activities across regions 
Increased Compliance Data Reporting and Data Retention Requirements  

o The registered entities in the Northeast benefit from NPCC’s automated 
compliance data submittal portals 

CDAA and compliance web site enhancement 
o The Northeast benefits from enhanced transparency and predictability regarding 

compliance  

2009 Goals and Objectives 
Conduct 2009 CMEP incorporating all NERC Reliability Standards contained in the 
NERC monitored list for 2009 and any approved and applicable Regional Reliability 
Standards
o Implement settlement process when applicable and send proper notifications to 

NERC and FERC 
o Conduct necessary Hearings related to resolution of outstanding disputes 

regarding violations and/or sanctions.  Send results of hearings to NERC and 
FERC

Implement compliance responsibilities identified in the approved Canadian Memoranda 
of Understanding and/or Implementation Agreements 
Provide NPCC Regional input, through participation in appropriate NERC compliance 
committees, on policy and implementation issues related to compliance, including the 
development of compliance elements for all new or revised NERC Reliability 
Standards
Provide required information to NERC on a timely basis including reporting of alleged 
violations and confirmed violations 
Track the progress of, report status of, and approve mitigation plans 
Conduct 2009 Compliance Audit Schedule of an estimated total of 125 Compliance 
Audits.  The 2009 Audits will be categorized by the scope of the audit based on the 
number of requirements for each registered entity contained on the monitored list of 
reliability Standards for 2007, 2008 and 2009.  Four categories have been established 
based on the number of requirements to be audited.  In 2009 there are projected to be 
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16 “large” on-site audits, 80 “large” off-site audits, 16 “medium” audits and 13 “small” 
audits.  The estimates for the number of Compliance Audits are also based on the 
projected total number of registered entities for each type and the established three-year 
cycle for RC, BA, TOP Compliance Audits and the established six-year cycle for all 
other registered entity types. 
Conduct spot check program during the year.  A spot check can be viewed as a limited 
unscheduled off-site compliance audit that will be utilized to verify self certification 
submittals that have been done earlier in the year.  In 2009 the number of spot checks to 
be done is estimated to be 200 
Assure that NPCC Staff is trained to conduct Compliance Audits 
Maintain Regional Compliance Auditor Training Program, including the 
implementation of the “train- the- trainer” function envisioned by the Region.  This 
function is contingent upon the development, by NERC, of the proper training module.   
Work with the Training, Education and Operator Certification and Reliability 
Readiness Evaluation and Improvement Programs to review and maintain compliance 
auditor training requirements 
Provide input to the development of compliance elements within proposed NPCC 
Regional Reliability Standards 
Enhance the CDAA to expand its capabilities from both the registered entity 
perspective and the NPCC Compliance Staff perspective.  Use established CDAA 
Users Group to seek input from the user community as to ways to enhance the 
application.  Provide applicable training to staff personnel to allow for the development 
of enhanced compliance program reporting 
Conduct 2009 Compliance Workshops 

Funding Requirements � Explanation of Increase (Decrease) 
2009 compliance enforcement program funding is driven by additional staffing and the 
associated costs of conducting audits and investigations.  There are no hearings budgeted for 
2009.  Funding for any compliance hearings required would be drawn from operating reserves.
The scope of both the on-site and table-top audits has expanded from 2007 to 2008 and will 
expand again in 2009. The expansion in scope is mainly due to an increase in the number of 
standards that are included in the actively monitored program for each year.  In 2007, about 50 of 
the FERC-approved standards were included.  This number will increase to 83 standards in 2008.  
Auditing of the CIP standards will be added to the CMEP in 2009. 

Staffing Needs 

Hiring Plans 
One additional FTE will be hired for 2009 to conduct the responsibilities of implementing 
the CMEP, raising the FTE count from the projection of 8 to 9.  Training will be required in 
order to facilitate consistency and quality of the compliance process. 

Shared Employees 
Not Applicable. 

Contractors
Contract auditors will be utilized for the execution of off-site and on-site Compliance Audits.  
The use of independent contractors under the direct supervision of the NPCC Compliance 
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Staff continues to be the most cost-effective way to provide the additional specialized 
resources needed for investigations, hearings and appeals.  For regional consistency and 
implementing the guidance provided by NERC, NPCC in the 2009 budget uses the 
consultant classification for specific or one-time efforts and the contract classification for 
ongoing functions and services.  NPCC’s switching costs from one account to the other in its 
2009 budget could give the impression of a reduction in consultants and an increase in 
contracts.  The net impact of viewing contracts and consultants together results in an overall 
decrease for 2009 as compared to 2008. 
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Compliance Enforcement and Organization Registration and Certification 
Program
Funding sources and related expenses for the compliance enforcement and organization 
registration and certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
COC ERO Assessments 1,727,832$         1,992,182$         264,350$            2,095,204$         103,022$            
COC Membership Dues -                     -                     -                     -                     -                     
COC Testing Fees -                     -                     -                     -                     -                     
COC Services & Software -                     -                     -                     -                     -                     

Workshops -                     -                     -                     -                     -                     
COC Interest -                     -                     -                     -                     -                     

Miscellaneous -                     -                     -                     -                     -                     
Total Funding 1,727,832$         1,992,182$        264,350$           2,095,204$         103,022$           

Expenses
Personnel Expenses

COC Salaries 679,505$            755,460$            75,955$              1,056,603$         301,143$            
COC Payroll Taxes 47,076                51,605                4,529                  62,341                10,736                
COC Benefits 181,183              198,037              16,854                239,144              41,107                
COC Retirement Costs 93,750                96,412                2,662                  104,489              8,077                  

Total Personnel Expenses 1,001,513$         1,101,513$        100,000$           1,462,577$         361,063$           

Meeting Expenses
COrC Meetings 43,393$              43,393$              -$                    45,703$              2,310$                
COC Travel 174,107              174,107              -                     170,320              (3,787)                 
COC Conference Calls 12,054                12,054                -                     12,000                (54)                     

Total Meeting Expenses 229,554$            229,554$           -$                   228,023$            (1,531)$              

Operating Expenses
CORC Consultants 406,765$            571,115$            164,350$            134,400$            (436,715)$           
CORC Contracts 90,000                90,000                -                     270,204              180,204              
CORC Office Rent -                     -                     -                     -                     -                     
CORC Office Costs -                     -                     -                     -                     -                     
CORC Professional Services -                     -                     -                     -                     -                     
CORC Computer Purchase & Maint. -                     -                     -                     -                     -                     

Furniture & Equipment -                     -                     -                     -                     -                     
CORC Miscellaneous -                     -                     -                     -                     -                     

Depreciation -                     -                     -                     -                     -                     
Contingency -                     -                     -                     -                     -                     

Total Operating Expenses 496,765$            661,115$           164,350$           404,604$            (256,511)$          

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 1,727,832$         1,992,182$        264,350$           2,095,204$         103,022$           

Change in Assets -$                   -$                   -$                   -$                    -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification
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Reliability Readiness Evaluation and Improvement Program 

Reliability Readiness Evaluation and Improvement Program Resources 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 
Total FTEs 1 1 0 
Total Direct Funding $232,567  $232,567  $0  
Total Indirect Funding [1] $195,965  $195,965  $0  
Total Funding $428,532  $428,532  $0  

For 2009, NERC’s Business Plan and Budget states that the Reliability Readiness Evaluation and 
Improvement Program will complete remaining scheduled readiness reviews and close at the end 
of the first quarter of 2009.  NPCC’s regional entity division includes no budgeting in its 2009 
Business Plan and Budget for readiness evaluations within the region. An existing FTE will be 
redeployed to the situation awareness program area, thus reducing by 1 FTE previously proposed 
additions to the regional entity division. The NERC 2009 Work Plan for completion of the 
program includes 12 evaluations.  Should any of these 2009 evaluations pertain to registered 
entities within NPCC, regional resources necessary to complete the evaluations could come from 
budgetary reprioritization or reserves. 
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Training, Education, and Operator Certification Program

Training, Education, and Operator Certification Program Resources 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 
Total FTEs 0.5 0.5 0.1 
Total Direct Funding $120,770  $120,770  $70,292  
Total Indirect Funding [1] $97,982  $97,982  $28,545  
Total Funding $218,752  $218,752  $98,837  

1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on 
a proportional FTE basis.  Total 2009 indirect funding includes $7,052 apportioned to the training, education, and 
operator certification program area associated with the one-time 2009 office relocation project.

Background 
System Operator Certification Program Background and Description 
The System Operator Certification Program incorporates a requirement to use continuing 
education hours (CE hours) to maintain a credential that is valid for three years.  Successfully 
passing an examination earns a credential and a certificate that is valid for three years.  
Accumulation of the proper number and type of CE hours from NERC-approved learning 
activities within that three-year period maintains the validity of that credential for the next three 
years.  A new certificate is issued indicating the new expiration date.

The program provides that:
1. System operators seeking to obtain a credential must pass an examination to earn the 

credential  
2. A certificate, valid for three years, will be issued to successful candidates
3. A certified system operator must accumulate a minimum number of CE hours in specific 

training topics before their certificate expires to maintain their credential.  The minimum 
number of CE hours is based on each credential:  

a. 200 CE hours for Reliability Operator  
b. 160 CE hours for Balancing, Interchange, and Transmission Operator  
c. 140 CE hours for Balancing and Interchange Operator  
d. 140 CE hours for Transmission Operator  

NERC specifies the detailed requirements of training content that is accepted for CE hours.
Examples of these requirements are: 

Training focuses on content and/or implementation of NERC standards 
Training includes simulations (i.e., table-top exercises, training simulators, emergency 
drills, practice emergency procedures, restoration, black start, etc.) 

Based on the portion of professional/technical staff time and other resources devoted to training, 
education, and operator certification, NPCC estimates that it will expend 1 percent of its 
resources on this activity. 
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Funding Drivers and Reliability Benefits 
Decrease of 0.4 FTEs in 2009 
Provide and fund two high-quality continuing education seminars for system operators, 
schedulers and dispatchers 

o System operators and schedulers participating in the Seminars get exposure to 
NPCC issues and current industry operations topics, review recent NPCC or 
major external disturbances, discuss projected conditions for the coming summer 
or winter peak season and participate in “hands on” exercises pertaining to system 
operation practices.  Seminar attendees also receive CE hours and each Area 
utilizes the seminar content by including it in their internal training programs to 
provide CE hours to all system operators.  Furthermore, the seminars help to 
improve system operation coordination through better camaraderie among 
operators 

Review and revise the curriculum of the training seminars to better emphasize NERC 
standards, regional standards and business practices, NPCC wide-area operations and 
regionally-specific criteria and procedures 

o Enhance the system operator’s awareness and knowledge of the standards, criteria 
and procedures they apply in real time operation 

Provide more sharing of new training approaches, exchange of information on internal 
methods of system operator selection, training material and training sessions 

o Enhanced efficiency and cost savings in the training programs in the NPCC Areas 

2009 Continuing Education Program Goals and Objectives 
Integrate the NERC Continuing Education program into the respective training programs 
of the NPCC Balancing Authority Areas (BAAs) 
Where achievable, consolidate training among the NPCC BAAs in the development of 
course work accredited for Continuing Education Hours 
Enhance the semiannual NPCC System Operators Training Seminar to permit accredited 
Continuing Education Hours for its participants 
Identify NPCC System Operators Training Seminar content that could be incorporated 
into the training programs of the NPCC BAAs and, whenever practical, use the content in 
those programs 
Identify and establish any necessary training requirements which may result from the 
entity certification process  

Training Program Background and Description 
NPCC provides continuing education and training for system operators, schedulers and 
dispatchers. In 2009, NPCC will increase the emphasis on training relating to the NERC 
Standards, the Regional Standards and Business Practices.

2009 Training Goals and Objectives 
NPCC will continue to provide high-quality continuing education seminars for system 
operators, schedulers and dispatchers
NPCC will continue to review and revise the curriculum of the seminars as needed, and 
will increase the emphasis on training relating to the NERC Standards, the Regional 
Standards and Business Practices 
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Program Description and Functions Performed 
NPCC establishes and coordinates programs for system operator training relating to inter-Area 
matters, criteria, terminology, policies and operating instructions.  It develops training seminars, 
held twice yearly, at which potential operational problems for the coming season are discussed, 
internal training methods and techniques are exchanged, the implementation of NPCC policies 
are discussed, significant disturbances are reviewed for lessons to be learned and “table-top” 
drills and event simulations are conducted to replicate selected operational problems.  NPCC also 
evaluates and proposes new techniques and training aids as they become available. 

Funding Requirements � Explanation of Increase (Decrease) 
The NPCC Training Program will require no registration fees for training sessions beginning in 
2009.  The Dispatcher Training Working Group will support both operator training and NPCC 
member training.  It will be funded through NPCC.  

Staffing Needs 

Hiring Plans 
There will be a decrease in staff from 0.5 FTEs to 0.1 FTEs.

Shared Employees 
There are no shared employees. 

Contractors
There are no contractors associated with this program area. 
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Training, Education, and Operator Certification Program 
Funding sources and related expenses for the training, education, and operator certification 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
TE ERO Assessments 120,770$             120,770$             -$                    70,292$               (50,478)$             
TE Membership Dues -                      -                      -                      -                      -                      
TE Testing Fees -                      -                      -                      -                      -                      
TE Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
TE Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding 120,770$             120,770$            -$                   70,292$               (50,478)$            

Expenses
Personnel Expenses

TEOC Salaries 71,641$               71,641$               -$                    16,435$               (55,205)$             
TEOC Payroll Taxes 4,379                   4,379                   -                      922                      (3,457)                 
TEOC Benefits 12,079                 12,079                 -                      5,281                   (6,798)                 
TEOC Retirement Costs 6,250                   6,250                   -                      21,684                 15,434                 

Total Personnel Expenses 94,348$               94,348$              -$                   44,322$               (50,027)$            

Meeting Expenses
TE Meetings 2,893$                 2,893$                 -$                    20,875$               17,982$               
TEOC Travel 11,607                 11,607                 -                      4,595                   (7,012)                 
TEOC Conference Calls 804                      804                      -                      500                      (304)                    

Total Meeting Expenses 15,304$               15,304$              -$                   25,970$               10,666$              

Operating Expenses
TE Consultants 11,118$               11,118$               -$                    -$                    (11,118)$             
TE Contracts -                      -                      -                      -                      -                      
TE Office Rent -                      -                      -                      -                      -                      
TE Office Costs -                      -                      -                      -                      -                      
TE Professional Services -                      -                      -                      -                      -                      
TE Computer Purchase & Maint. -                      -                      -                      -                      -                      
TE Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses 11,118$               11,118$              -$                   -$                    (11,118)$            

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 120,770$             120,770$            -$                   70,292$               (50,478)$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training and Education
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Reliability Assessment and Performance Analysis Program

Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 
Total FTEs 3.5 3.5 3.9 
Total Direct Funding $1,043,610  $1,043,610  $1,446,942  
Total Indirect Funding [1] $685,877  $685,877  $1,113,246  
Total Funding $1,729,487  $1,729,487  $2,560,188  

1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on 
a proportional FTE basis.  Total 2009 indirect funding includes $275,024 apportioned to the reliability assessment 
and performance analysis program area associated with the one-time 2009 office relocation project.

Background 
NPCC coordinates operation and planning among the NPCC Areas and NERC to enhance the 
reliability of the interconnected bulk power system, including the development of operating 
procedures affecting the reliability and operability of interconnected power systems.  NPCC has 
established the Reliability Coordinating Committee (RCC) as the top technical committee to 
integrate the “deliverables” of several NPCC’s programs. 

Seasonal assessments of the overall NPCC resource adequacy assessments are performed and 
possible actions to mitigate any potential problems are identified. NPCC reviews operations and 
disturbances both internal and external to the Region in order to identify any lessons to be 
learned and recommends any necessary follow-up actions. 

If appropriate, enhancements to Regional Standards or NPCC’s more stringent, regionally 
specific reliability requirements are also recommended. NPCC promotes and conducts both inter-
Area and interregional studies to enhance reliability and operational effectiveness, and provides a 
forum for the discussion and coordination of operating issues within the NPCC Areas and with 
other Regions. 

Based on the portion of its professional/technical staff time, and other resources that it expects to 
devote to the performance of reliability and adequacy assessments, the analysis of significant 
system events on the bulk power system, and to the development of reliability metrics and 
benchmarks, NPCC estimates that it will expend 25 percent of its resources on this activity. 

Resource Adequacy Assessments Objectives 
NPCC, through its Reliability Coordinating Committee (RCC), Task Forces and Working 
Groups performs assessments of the future resource adequacy of the Region.  Consistent with the 
applicable NERC Reliability Standards, these efforts are summarized below: 

Review the adequacy of the NPCC systems to supply load considering forecast demand, 
installed and planned supply and demand resources and required reserves in accordance 
with the related NPCC reliability directories associated with the Guidelines for Area 
Review of Resource Adequacy and the Basic Criteria for the Design and Operation of 
Interconnected Power Systems
Assess the impact of planned the transmission and resource additions or modifications on 
NPCC system reliability in accordance with the related NPCC reliability directories 
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associated with the Guidelines for NPCC Transmission Reviews and the Basic Criteria 
for the Design and Operation of Interconnected Power Systems

Operations Reliability Objectives 
NPCC’s operations reliability objectives, defined within the scope of the NPCC Task Force on 
Coordination of Operation (TFCO) include, but are not confined to: 

Promoting, and providing a forum for, the active coordination of reliability and operation 
among the NPCC Areas and NERC Regions to enhance the reliability of the 
interconnected Bulk Power System 
Conducting seasonal reviews of the overall reliability of the generation and transmission 
systems in NPCC.  Reviewing the operational readiness of NPCC and recommending 
possible actions to mitigate any potential problems identified for the coming operating 
period
Ensuring the effectiveness of NPCC operations through: 

o the review of operations and disturbances and by providing any necessary follow-
up, including the recommendation of remedial or mitigating actions; and 

o the development of criteria and procedures 
Promoting and sponsoring inter-Area and interregional studies to enhance reliability and 
operational effectiveness 
Providing NPCC recommendations for the NERC Operating Committee, its 
Subcommittees and Working Groups 

Planning Reliability Objectives 
NPCC’s planning reliability objectives, defined within the scope of the NPCC Task Force on 
Coordination of Planning (TFCP) include, but are not confined to: 

Promoting reliability through the coordination of NPCC Area planning processes and 
activities 
Initiating reviews of any NPCC documents in response to lessons learned from major 
system events 
Reviewing the adequacy of the NPCC systems to supply load considering forecast 
demand, installed and planned supply and demand resources and required reserves 
Coordinating the reliability review of the future NPCC Area plans, including an analysis 
of resource and transmission system additions, and the potential inter-Area effects of 
special protection systems 
Coordinating the reliability review of proposed new or modified special protection 
systems in NPCC 
Encouraging Area planning organizations to initiate inter-Area and interregional studies 
where improved reliability may be achievable through joint planning. 
Interfacing with and providing information to the NERC Planning Committee, its 
Subcommittees, and Working Groups 
Coordinating NPCC responses to related FERC and regulatory/governmental agencies 
Promoting use of emerging technologies that are not inconsistent with current best 
practices
Reviewing and modifying documents to reflect prudent application of new technologies 
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System Protection Reliability Objectives 
NPCC’s system protection reliability objectives, defined within the scope of the NPCC Task 
Force on System Protection (TFSP) include, but are not confined to: 

Conducting appropriate reviews, modifying existing NPCC documents and submit 
reports, as required 
Reviewing and analyzing the performance of protection systems following selected major 
power system disturbances and events, inside as well as outside the NPCC region.
Providing technical advice on protection to NPCC and other groups 
Reviewing and assessing regulatory and industry based documents as they relate to 
system protection.  Providing technical representation to working groups for review of 
such documents. Reviewing and assessing significant protection issues of common 
interest or informational value 
Maintaining an effective liaison with North America groups working in the protection 
areas
Exchanging information with other power pools, Regional Reliability Councils, Regional 
Transmission Organizations and other industry groups on matters concerned with system 
protection

System Studies Reliability Objectives 
NPCC’s system studies reliability objectives, defined within the scope of the NPCC Task Force 
on System Studies (TFSS) include, but are not confined to: 

Providing for active overall coordination of system studies of the reliability of the 
interconnected bulk power system and for the review of related NPCC documents 
Reviewing the list of bulk power system (BPS) elements, in accordance with the 
“Classification of Bulk Power System Elements” (currently NPCC Document A-10), 
based on material presented by the Areas. Participate in reviews and updates of each 
Area’s BPS List 
Reviewing and classifying new and modified Special Protection Systems (SPS) in NPCC. 
Annually reviewing and updating the NPCC SPS List 
Conducting such load flow, transient stability, and other studies as required analyzing the 
overall reliability of the planned bulk power transmission systems of NPCC and the 
interconnections between NPCC and other regional reliability organizations.  As a part of 
this effort, analyze potential inter-Area effects of Special Protection Systems.  
Conducting analytical studies as appropriate to support the coordination of system 
planning, system operation and system protection in NPCC 
Maintaining, through the SS-37 Working Group, a library of load flow base cases and 
associated dynamics data, for use in and support of Area Reviews, overall transmission 
assessments, operational studies, inter-Regional studies, etc., coordinating this effort with 
the NERC inter-regional base case development process 
In conjunction with other NPCC Task Forces, reviewing major system disturbances to 
ascertain the adequacy of the interconnected systems.  Also, reviewing any associated 
recommendations for system modifications and considering the need for changes to 
NPCC’s more stringent regionally specific reliability requirements 
Identifying and recommending improved system study techniques, including, but is not 
limited to, the following: 

o improved techniques and models for power system simulation 
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o improved techniques for power system reliability assessment 
Conducting a periodic review of the adequacy of the NPCC underfrequency load 
shedding program 
Annually reviewing and updating a list of NPCC underfrequency load shedding 
Maintaining a listing and monitor status of major transmission and generation projects 
within NPCC 
Monitoring the work of industry research and development organizations such as the 
IEEE, Canadian Electricity Association, Electric Power Research Institute, CIGRE and 
other technical organizations 

Funding Drivers and Reliability Benefits 
Addition of 0.4 FTEs in 2009 

o The Northeast benefits from NPCC’s additional support of the following 
identified reliability related activities anticipated for 2009: 

Increased support for NERC data requests in 2009 (TADS Phase I & II and GADS) 
o The Northeast benefits from NPCC’s role as the Regional Entity TADs 

coordinator from associated administrative responsibilities including requesting 
and follow-up to NERC’s TOs data request; review of the TOs responses for 
regional consistency, and coordination of responses for circuits owned by 
different TOs.  It is anticipated that similar responsibilities/activities will be 
expected of the Regional Entities for GADS in 2009.  The NERC GADS data is 
used as the basis for many of the NPCC and NPCC Area probabilistic resource 
adequacy assessments 

Participation in the expanded scope of the NERC Data Collection Working Group 
activities in 2009 

o The Northeast benefits by NPCC’s: 
providing improvements to the current NERC Reliability Assessment 
Subcommittee Data Collection efforts that make sense given the markets 
operating in the northeast 
working with NERC and EIA on forthcoming changes related to the 
Presidential Permitting process for Canadian/Mexico to US 
interconnections
supporting FERC Demand-Side Management data collection efforts 
building upon the mechanisms already in-place in the northeast, rather 
than creating conflicting requirements ‘from scratch’ 
leading the effort in demonstrating risk assessment approaches to capacity 
margin analysis that support, not conflict with NPCC regional resource 
adequacy assessments 

Increased involvement required by the NERC Reliability Assessment Subcommittee 
2009 Long Term Reliability Assessment (new requirement for Scenario Analysis in 
2009).  This will include some participation in a coordinated effort among most of the 
Regions in the Eastern Interconnection 

o Through both provincial initiatives within Canada together with legislation in 
New York and several of the New England states, NPCC as a Region will fall 
within the parameters defined for the 2008 RAS Long-Term Reliability 
Assessment “Scenario #1:  Accelerated Renewable Integration.”  As defined by 
the constraints of this assessment, the ability of NPCC to accommodate 15% of its 
annual energy projections for the ten-year study period from new sources of 
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renewable energy will be examined.  As further stipulated, a maximum of 5% of 
the energy needs will be achieved through various energy efficiency initiatives. 
The Northeast benefits from NPCC’s coordination of the New York ISO and the 
ISO New England Inc. participation in the Joint Coordinated System Plan, 
(proposed along with the Midwest ISO, PJM, SPP, MAPP and TVA) with the 
inclusion of the three NPCC Canadian entities into the Joint ISO Planning 
Committee (JIPC) analysis of renewables.  As part of its current collaborative 
efforts, the JIPC group is assessing globally the challenges of integrating 
renewable resources in the Eastern Interconnection.  The results of these studies 
will be used to: 

identify the percentage energy contributions of renewable energy; 
estimate the reduction in system demand realized from the implementation 
of DSM programs and energy efficiency initiatives; and 
examine the capability of the projected transmission system to support the 
expected concentration of new renewable resources 

Improving system modeling tools and data: validating the reactive power, load power 
factor, and voltage profile data in the NPCC library power flow cases, pursuant to NERC 
BOT Blackout Recommendation #14 (Model Data Verification):  NPCC developed a 
three - step plan: 1) compile existing NPCC and Area procedures regarding validation of 
models used in power flow and stability analyses; 2) review and assess the adequacy of 
the existing procedures; 3) if necessary, recommend new procedures considered 
necessary to provide for adequate model validation 

o The Northeast benefits from NPCC’s participation in these activities that directly 
support the follow-up analysis to ensure that future assessments of the 
Underfrequency Load Shedding (UFLS) Program include: a) sensitivity studies to 
examine the impact of unexpected load or generation loss near the electrical 
center of unstable swings during island formation; b) simulation of island 
formation across Area and regional boundaries and modeling more severe 
conditions including modeling of initiating disturbances and non-coincident 
tripping of circuits across the island boundary; c) the impact of low voltages on 
UFLS relay performance including under-voltage supervision and accuracy of 
frequency measurements; and d) identification of large load areas within NPCC 
that are frequently deficient in generation by more than 25% and that are 
susceptible to islanding and assessment of the performance of such islands 

Expanded efforts of the Eastern Interconnection Reliability Assessment Group (ERAG) 
The Northeast benefits from NPCC’s participation in the ERAG interregional steady 
state system assessment studies for seasonal and future considerations by: 

satisfying requirements in the NERC TPL standard 
improving steady state and dynamic simulation models for regional, 
interregional and system disturbance analysis studies  
analyzing system disturbances and operating tool failures for lessons 
learned 

2009 Operations Reliability Goals and Objectives 
NPCC’s operations reliability goals and objectives, as identified by the 2008-2009 Work Plan of 
the NPCC Task Force on Coordination of Operation (TFCO) include, but are not confined to: 
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Conducting seasonal reviews of the overall reliability of the generation and transmission 
systems in NPCC, and coordinate these efforts with parallel assessments conducted by 
the NPCC Task Force on Coordination of Planning (TFCP) and by NERC.  Reviewing 
the operational readiness of NPCC and recommend possible actions to mitigate any 
potential problems identified for each operating period 
Facilitating the effectiveness of NPCC operations through the review of operations and 
system disturbances and by providing any necessary follow-up, including the 
recommendation of remedial or mitigating actions 
Facilitating the reliable operational integration of new bulk power system facilities. 
Promoting and sponsor inter-Reliability Coordinator area and interregional studies to 
enhance reliability and operational effectiveness 
Providing coordination of operating issues with other NPCC Task Forces and other 
Regions
Assessing the potential impact of wind energy penetration on control performance 
Identifying metering requirements for loads that provide ancillary services 
Conducting and coordinating Regional pre-operational readiness evaluations in 
preparation for NERC certification of functional entities 

2009 Planning Reliability Goals and Objectives 
NPCC’s 2009 planning reliability goals and objectives, as identified by the 2008 - 2009 Work 
Plan of the NPCC Task Force on Coordination of Planning include, but are not confined to: 

2003 Blackout Recommendations
Completing any outstanding 2003 Blackout Recommendation follow-up analyses, 
including any further Blackout Recommendation activities as they are developed by the 
NERC Blackout Recommendation Task Force (BRTF) or NPCC 
Evaluating Under-Voltage Load Shedding (UVLS) applicability and capability within 
NPCC. Coordinate to ensure that further UVLS analysis beyond the initial 
feasibility/screening study is completed according to schedules 

System Protection
Evaluating system protection and control to address the limiting propagation of a 
cascading failure 
Defining and determining the requirements for synchronized reserve 
Coordinating, monitoring, reviewing, and making recommendations on proposed or 
modified NPCC Special Protection Systems 
Monitoring the actions of the NERC Transmission Issues Subcommittee (TIS) in the area 
of system protection and control 

Facilitating Wide-Area Planning
Supporting the Joint ISO/RTO Planning Committee activities, including implementation 
of the Northeast Planning Protocol, and performing interconnection reliability analyses, 
as required 
Following the U.S. Department of Energy (DOE) Eastern Interconnect Phasor Project 
Participating in the DOE Congestion Study and designation of National Interest Electric 
Transmission Corridors 
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Resource Adequacy
Reviewing the adequacy of the NPCC systems to supply load considering forecast 
demand, installed and planned supply and demand resources and required reserves 
Performing pre-seasonal Multi-Area Probabilistic Reliability Assessments of the NPCC 
area
Identifying potential reliability impacts associated with existing and proposed NPCC 
Area and neighboring Regions market mechanisms, and providing Regional liaison with 
NERC/NAESB goals, objectives and activities 
Ensuring coordination and submittal of data and assumptions for conducting NPCC and 
NERC reliability assessments through participation on the NERC Data Collection 
Working Group 
Participating in surveys and monitoring the activities of the NERC Resource Issues 
Subcommittee (RIS) 
Performing the scenario analyses required as part of the NERC Reliability Assessment 
Subcommittee (RAS) 2009 Long Term Resource Assessment (LTRA) 

2009 System Protection Reliability Goals and Objectives 
NPCC’s system protection reliability objectives, as defined by the 2008 – 2009 Work Plan of the 
NPCC Task Force on System Protection (TFSP) include, but are not confined to: 

System Protection Assessments
Reviewing and analyzing the performance of protection systems following selected major 
power system disturbances and events, inside as well as outside NPCC 
Reviewing and assessing regulatory and industry based documents as they relate to 
system protection. Providing technical representation to working groups for review of 
such documents 
Identifying the need for special studies and new documents, recommend action to the 
RCC, and performing special assignments and studies as directed or authorized 
Assessing proposed protection systems and special protection systems in NPCC 

Information Exchange
Maintaining an effective liaison with the NERC System Protection & Control Task Force 
Exchanging information with Independent System Operators, power pools, Regional 
Entities, Regional Reliability Organizations, Regional Transmission Organizations and 
other industry groups on matters concerned with system protection 
Providing technical advice on protection issues to NPCC and coordinating with other 
Task Forces on the application of Intelligent Electronic Devices (IEDs) that include 
functions related to energy management systems in addition to their protective functions, 
in order to safeguard the integrity of the protective functions 
Reviewing and assessing significant protection issues of common interest or 
informational value 
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Maintenance Evaluation
Collecting data relative to Bulk Power System maintenance practices to evaluate 
protection system maintenance costs and the impact on Bulk Power System performance. 
This data will be used to optimize protection system maintenance requirements 

2009 System Studies Reliability Goals and Objectives 
NPCC’s system studies reliability goals and objectives, as identified in the 2008 – 2009 Work 
Plan of the NPCC Task Force on System Studies (TFSS) include, but are not confined to: 

Reliability Assessments
Conducting Area Transmission Reviews, based on material presented by the Areas, to 
assess the impact of planned transmission and resource additions or modifications on 
system reliability.  Through the Area transmission reviews, re-evaluate the performance 
and classification of existing SPS sand Dynamic Control Systems 
Reviewing and classifying new and modified Special Protection Systems (SPS), in 
NPCC. Annually reviewing and updating the NPCC SPS list 
Reviewing and approving changes to Area’s lists of Bulk Power System (BPS) elements, 
in accordance with the “Classification of Bulk Power System Elements” (currently NPCC 
Document A-10).  Annually reviewing and updating of the NPCC BPS list 
Performing the NPCC Overall Transmission Study to evaluate the steady state and 
dynamic performance of the NPCC Region, including the calculation of Inter-Area 
transfer capabilities and extreme contingency performance 
Conducting annual reviews and updates of the NPCC library of power flow base cases 
and associated dynamics data, for use in and support of planning studies, operating
studies, and reliability assessments, and coordinating this effort with the NERC 
interregional base case development process through the MMWG 
Conducting such load flow, transient stability, and other studies as required analyzing the 
overall reliability of the planned bulk power transmission systems of NPCC and the 
interconnections between NPCC and other regional entities.  As a part of this effort, 
analyzing potential inter-Area effects of Special Protection Systems 
Maintaining a listing and monitoring the status of existing and proposed major 
transmission and generation projects within NPCC; annually updating the NPCC Electric 
System Map, including interconnections with adjacent regions for the existing facilities 

Blackout 2003 Follow-up Analysis 
Investigating specific protection system changes on NPCC interfaces whose performance 
proved to be critical during the Blackout sequence of events 
Completing Task 5 of the TFSS August 14, 2003 Northeast Blackout Study Plan, 
evaluating various possible mitigation measures to improve the ability of the NPCC 
member systems to withstand a major system disturbance originating from a wide range 
of initiating conditions 
Making improvements in modeling tools and data: validate the reactive power, load 
power factor, and voltage profile data in the NPCC library power flow cases.  Surveying 
methods available now to create accurate power flow models based on actual operating 
data, reviewing initiatives underway by NERC, determining how much effort would be 
required to develop a common approach within NPCC and identifying its associated costs 
Reviewing past industry efforts to study dynamic load behavior, and contact technical 
experts within the industry to benefit from their research.  Focusing on load behavior 
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during large frequency and voltage excursions and the ability to model when load is 
tripped.  Recommending whether to develop improved models for use in analysis of 
major disturbances or to develop appropriate models at the time of analyzing a 
disturbance

Funding Requirements � Explanation of Increase (Decrease) 
For the Reliability Assessment and Performance Analysis Program, the increase from 3.5 FTEs 
in 2008 to 3.9 FTEs in 2009 is driven primarily by: 

Increased support for NERC data requests in 2009 (TADS Phase I & II, GADS, possible 
DADS (Demand-Side Availability Data) 
Participation in the expand scope of the NERC Data Collection Working Group activities 
in 2009 
Increased involvement required by the NERC Reliability Assessment Subcommittee 
2009 Long Term Reliability Assessment (new requirement for Scenario Analysis in 
2009)
Improving system modeling tools and data: validating the reactive power, load power 
factor, and voltage profile data in the NPCC library power flow cases 

Staffing Needs 

Hiring Plans 
Increase from 3.5 FTEs in 2008 to 3.9 FTEs in 2009 

Shared Employees 
None
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Reliability Assessment and Performance Analysis Program 
Funding sources and related expenses for the reliability assessment and performance analysis 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RAPA ERO Assessments 1,043,610$          1,043,610$          -$                    1,446,942$          403,332$             
RAPA Membership Dues -                      -                      -                      -                      -                      
RAPA Testing Fees -                      -                      -                      -                      -                      
RAPA Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
RAPA Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding 1,043,610$          1,043,610$         -$                   1,446,942$          403,332$            

Expenses
Personnel Expenses

RAPA Salaries 432,523$             432,523$             -$                    642,840$             210,317$             
RAPA Payroll Taxes 27,836                 27,836                 -                      35,980                 8,144                   
RAPA Benefits 84,552                 84,552                 -                      147,908               63,356                 
RAPA Retirement Costs 43,750                 43,750                 -                      100,110               56,360                 

Total Personnel Expenses 588,661$             588,661$            -$                   926,838$             338,177$            

Meeting Expenses
RAPA Meetings 20,250$               20,250$               -$                    42,406$               22,156$               
RAPA Travel 81,250                 81,250                 -                      162,271               81,021                 
RAPA Conference Calls 5,625                   5,625                   -                      28,489                 22,864                 

Total Meeting Expenses 107,125$             107,125$            -$                   233,166$             126,041$            

Operating Expenses
RAPA Consultants 247,824$             247,824$             -$                    15,600$               (232,224)$           
RAPA Contracts 100,000               100,000               -                      271,338               171,338               
RAPA Office Rent -                      -                      -                      -                      -                      
RAPA Office Costs -                      -                      -                      -                      -                      
RAPA Professional Services -                      -                      -                      -                      -                      
RAPA Computer Purchase & Maint. -                      -                      -                      -                      -                      
RAPA Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses 347,824$             347,824$            -$                   286,938$             (60,886)$            

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 1,043,610$          1,043,610$         -$                   1,446,942$          403,332$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis
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Situation Awareness and Infrastructure Security Program

Situation Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 
Total FTEs 1 1 2 
Total Direct Funding $263,328  $263,327  $541,168  
Total Indirect Funding [1] $195,965  $195,965  $570,895  
Total Funding $459,292  $459,292  $1,112,063  

1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on 
a proportional FTE basis.  Total 2009 indirect funding includes $141,038 apportioned to the situation awareness and 
infrastructure security program area associated with the one-time 2009 office relocation project.

Background 
The Situation Awareness and Infrastructure Security Program is the combination of near real 
time awareness of conditions on the bulk power system with the programs necessary to increase 
the physical and cyber security of the electricity infrastructure.  This includes the operation and 
maintenance of tools and other support services for the benefit of reliability coordinators and 
other system operators.  Maintaining the real-time awareness of conditions on the interconnected 
bulk power systems of the NPCC Areas (including awareness of abnormal events, 
communicating information concerning system conditions and abnormal events to, and 
facilitating real-time communications among, system operators responsible for the reliable 
operation of the bulk power systems) is critical to maintaining reliable operation within NPCC. 

On an ongoing basis, NPCC monitors the operational status of the bulk power system and 
coordinates normal and pre-emergency communication, awareness and assistance in addition to 
the same during an emergency among the Areas.  The industry is notified of significant bulk 
power system events that have occurred in one Area, and which have the potential to impact 
reliability in other NPCC Areas or Regions external to NPCC.  These events include 
contingencies on the bulk power system, potential shortfalls of operating reserve, operating 
problems, potential security threats and potential threats or disruptions to the cyber systems of 
the Areas. 

To assist in the evaluation of emerging tools to better identify evolving system conditions, NPCC 
actively coordinates the utilization of existing operational aids, and the implementation of new 
operational aids, including the Area Control Error (ACE) and Frequency Monitoring System: the 
NERC Hotline; Real-time Flows; the System Data Exchange (SDX); the Reliability Coordinator 
Information System (RCIS); the Transmission Services Information Network (TSIN); the 
Interchange Distribution Calculator (IDC); the interregional Security Network (ISN); and the 
Central Repository for Security Events (CRC). 

Based on the portion of its professional/technical staff time, and other resources that it expects to 
devote to the Situation Awareness and Infrastructure Security Program activities and functions, 
NPCC estimates that it will expend 11 percent of its resources on this activity. 
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Program Description and Functions Performed 

System Operations Security Objectives 
NPCC’s system operations security objectives are defined within the scope of the NPCC Task 
Force on Coordination of Operation, (TFCO) and include, but are not confined to: 

Coordinating interregional pre-emergency actions in the event of a threat to the security 
of the Northeastern North American bulk power supply system 
Assisting in the development of real time operating tools assuring cyber security concerns 
are addressed 

Critical Infrastructure Objectives 
NPCC’s  critical infrastructure objectives are defined within the scope of the NPCC Task Force 
on Infrastructure Security & Technology, (TFIST) and include, but are not confined to: 

Providing a forum for NPCC review of proposed and posted documents from the NERC 
Critical Infrastructure Protection Committee (CIPC) 
Representing and advocating NPCC’s position in the activities of NERC groups involved 
in the development and/or implementation of physical and cyber security 

Funding Drivers and Reliability Benefits 
Reallocation of existing FTE represents the addition of 1 FTE in 2009 

o The Northeast benefits from NPCC’s enhanced ability to identify the wide area 
view among the NPCC Members 

Increased requirements for collection and dissemination of data to support increased 
situation awareness 

o NPCC opposes the NERC proposal for a 24/7 Situation Awareness room which 
will duplicate functions of the Reliability Coordinators in the Region.  In its place, 
the Regions are proposing a posting of daily operational parameters to satisfy all 
regulatory reporting needs 

Implementation of FERC Order 706 (Cyber Security Standard) 
o The Northeast benefits from NPCC’s preparation of comments and input to each 

posted SAR / Standard addressing cyber security, ensuring that the unique 
concerns of the Canadian and US Members of NPCC are reflected 

o     Support the five Working Groups associated with the Task Force on 
Infrastructure Security and Technology (TFIST):The Northeast and the Members 
of NPCC benefit from the exchange of current information, the identification of 
problem areas and the knowledge shared by these Working Groups 

Provide NPCC Reliability Coordinator information on daily projected system conditions 
and provide support in the development of tools to display real time information on 
power system conditions 

o Satisfies FERC’s request for short term and near real time system conditions 
information to indicate status of the power system and provide an indication of 
operating problems 
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2009 Operational Situation Awareness Goals and Objectives 
NPCC’s 2009 operational situation awareness goals and objectives, as identified by the 2008 – 
2009 Work Plan of the NPCC Task Force on Coordination of Planning, (TFCO) include, but are 
not confined to: 

Direct Voice Communications Among All NPCC Reliability Coordinators 
Weekly Area Coordination Conference Calls
Each week conference calls of the operations management personnel are initiated by 
NPCC to discuss operations expected, and identify possible concerns, during the 
forthcoming ten-day period (weekend and week following) 
Daily Area Control Room Coordination Conference Calls 
Each morning, the NPCC Reliability Coordinator control rooms also take part in a 
regularly scheduled conference call.  The goal of this call is to alert all neighboring 
Reliability Coordinators of any potential emerging problems which could lead to 
reliability concerns in the course of the day’s operations.  Subjects for discussion are 
limited to credible events which could impact the ability of a Reliability Coordinator to 
serve its load and meet its operating reserve obligations, or which would impose a burden 
to the neighboring NPCC Areas or the Eastern Interconnection 
Emergency Preparedness Conference Call 
The NPCC Emergency Preparedness Conference Call augments the regularly scheduled 
weekly and daily Area coordination conference call process to enable the Operations 
Managers in NPCC, and, as required, their counterparts in neighboring Regions, to 
rapidly communicate the status of current operating conditions and facilitate the 
procurement of assistance during, or in anticipation of, emergency conditions. 
Area Control Room Coordination Conference Calls 
The senior shift supervisor of each of the NPCC Reliability Coordinator control rooms 
also takes part in a regularly scheduled conference call.  The goal of this call is to alert all 
neighboring Reliability Coordinators of any potential emerging problems.  Subjects for 
discussion are limited to credible events which could impact the ability of a Reliability 
Coordinator to serve its load and meet its operating reserve obligations, or which would 
impose a burden to the Interconnection. 

2009 Critical Infrastructure Goals and Objectives 
NPCC’s 2009 critical infrastructure goals and objectives, as identified by the 2008 – 2009 Work 
Plan of the NPCC Task Force on Infrastructure Security & Technology, (TFIST) include, but are 
not confined to: 

Participating in the NERC Regional CIPC Liaison Task Force, to provide NPCC input 
into the process whereby future Department of Homeland Security (DHS) notifications 
are disseminated to the industry 
Annually reviewing infrastructure security & technologies and providing 
recommendations, when appropriate, to the RCC to enhance physical and cyber security 
in compliance with NERC guidelines/standards 
Reviewing of NPCC’s information protection in order to be consistent with the 
requirements of the NERC Cyber Security Standards 
Addressing timely issues and updating member system personnel associated with the 
provision of on-line computer systems for operation of the power system, through the 
activities of the IST-1 (Infrastructure Security & Technology Workshop) Working Group 
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Providing a forum to identify, discuss and advance the technology of telecommunications 
infrastructure for the reliable operation of the NPCC Inc. Bulk Power System while also 
supporting TFIST in their work on issues related to telecommunications, through the 
activities of the IST-2 (Telecommunications) Working Group 
Providing a forum to identify, discuss and advance the EMS-SCADA technology of 
EMS-SCADA for the reliable operation of the NPCC Bulk Power System while also 
supporting TFIST in their work on issues related to EMS-SCADA, through the activities 
of the IST-3 (EMS-SCADA) Working Group 
Providing a forum to identify, discuss and advance the cyber security for the reliable 
operation of the NPCC Bulk Power System while also supporting TFIST in their work on 
issues related to cyber security, through the activities of the IST-4 (Cyber Security) 
Working Group 
Providing a forum to identify, discuss and advance the use physical security for the 
reliable operation of the NPCC Bulk Power System while also supporting TFIST in their 
work on issues related to physical security, through the activities of the IST-5 (Physical 
Security) Working Group 

Funding Requirements � Explanation of Increase (Decrease) 
For the Infrastructure Security portion of this Program, the main drivers for the increase 
anticipated for 2009 are the additional effort required for implementation of FERC Order 706 
(Cyber Security Standard) and the support of all five of the TFIST Working Groups. 

Although NPCC has no ‘Critical Assets’ per se, TFIST has recommended that NPCC protect 
information identified as ‘sensitive’ by its members according to the Cyber Security Standards 
information protection requirements.   

Staffing Needs 
For the Situation Awareness and Infrastructure Security Program, the increase from 1 FTE in 
2008 to 2 FTE in 2009 is driven primarily by: 

All five TFIST Working Groups will be active and meeting regularly in 2009 (only IST-1 
& IST-2 are active in 2008) 
Additional effort required for implementation of FERC Order 706 (Cyber Security 
Standard), including participation the NERC Cyber Security SAR in response to the 
FERC Order 
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Situation Awareness and Infrastructure Security Program 
Funding sources and related expenses for the situation awareness and infrastructure security 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
SAIS ERO Assessments 263,327$             263,327$             -$                    541,168$             277,841$             
SAIS Membership Dues -                      -                      -                      -                      -                      
SAIS Testing Fees -                      -                      -                      -                      -                      
SAIS Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
SAIS Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding 263,327$             263,327$            -$                   541,168$             277,841$            

Expenses
Personnel Expenses

SAIS Salaries 142,582$             142,582$             -$                    349,708$             207,127$             
SAIS Payroll Taxes 8,746                   8,746                   -                      18,742                 9,996                   
SAIS Benefits 24,158                 24,158                 -                      37,532                 13,375                 
SAIS Retirement Costs 12,500                 12,500                 -                      55,732                 43,232                 

Total Personnel Expenses 187,985$             187,985$            -$                   461,715$             273,730$            

Meeting Expenses
SAIS Meetings 5,786$                 5,786$                 -$                    13,751$               7,965$                 
SAIS Travel 23,214                 23,214                 -                      31,811                 8,597                   
SAIS Conference Calls 1,607                   1,607                   -                      2,840                   1,233                   

Total Meeting Expenses 30,607$               30,607$              -$                   48,402$               17,795$              

Operating Expenses
SAIS Consultants 22,235$               22,235$               -$                    -$                    (22,235)$             
SAIS Contracts 22,500                 22,500                 -                      31,051                 8,551                   
SAIS Office Rent -                      -                      -                      -                      -                      
SAIS Office Costs -                      -                      -                      -                      -                      
SAIS Professional Services -                      -                      -                      -                      -                      
SAIS Computer Purchase & Maint. -                      -                      -                      -                      -                      
SAIS Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses 44,735$               44,735$              -$                   31,051$               (13,684)$            

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 263,327$             263,327$            -$                   541,168$             277,841$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situation Awareness and Infrastructure Security
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Administrative Services

Administrative Services Resources 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 

Total FTEs 8.2 8.2 9.2 
Total Indirect Funding [1] $3,331,402  $3,331,402  $5,138,059  

1 Represents the sum of the indirect costs associated with all of the previously identified program areas.  Total 2009 
administrative services funding includes $1,269,339 associated with the one-time 2009 office relocation project. 

Introduction
Administrative services support the previously identified six program areas of: reliability 
standards; compliance monitoring and enforcement and organization registration and 
certification; reliability readiness evaluation and improvement; training, education, and operator 
certification; reliability assessment and performance analysis; and situation awareness and 
infrastructure security.  Administrative services consist of: technical committees and members’ 
forums; general and administrative; legal and regulatory; information technology; and human 
resources.

Technical Committees and Members� Forums 

Background 
The success of the NPCC programs depends on the active and direct volunteerism and 
participation of its members.  The stakeholders are the source of expertise in the industry.  To 
promote the reliable and efficient operation of the interconnected bulk power systems in 
Northeastern North America, NPCC invites high level policy makers from Federal, Provincial 
and State regulatory and/or governmental authorities and senior executives within NPCC and 
NERC to identify and discuss emerging issues related to the reliability of the NPCC Region. 

2009 Members� Forums Goals and Objectives 
The 2009 NPCC General Meeting provides an opportunity for NPCC Members to meet high 
level policy makers from Federal, Provincial and State regulatory and/or governmental 
authorities and senior NERC and NPCC executives to discuss topics related to the reliable 
planning and operation of the power system, including consideration of emerging reliability, 
critical infrastructure and environmental issues. 

2009 Public Information Committee Goals and Objectives 
The objective of the NPCC Public Information Committee is to highlight and summarize NPCC 
activities and accomplishments in the past year, disseminate and coordinate the appropriate 
release of information to the media, respond to related requests for information, and coordinate 
with related NPCC Area, NERC media and public information activities. Activities anticipated 
for 2009 include, but are not limited to: 

Conducting the 2009 Media Event – release of the 2009 Summer NPCC Reliability 
Assessment(s) 
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Developing the NPCC 2009 Summer and Winter Reliability Outlooks 
Compiling the 2009 NPCC Statistical Brochure 
Preparing the 2009 NPCC Year-In-Review 
Updating the 2009 NPCC Primer 
Participation in NERC 2009 communication initiatives: 

Monthly Regional communications teleconferences 
Development of Compliance background information (FAQ) and sample 
press releases 
Preparation of NERC Standards background information and outreach to 
Registered Entities 
Coordination of Emergency or “Blackout” communications plans 
Joint face-to-face meetings with other related NERC groups (i.e., situation 
awareness group, Reliability Assessment Subcommittee, etc.) 

Funding Requirements � Explanation of Increase (Decrease) 
For the Public Information portion of this Program, participation in the additional NERC 
communications initiatives planned for 2009 drives the increase over the 2008 Budget. 

Staffing Needs 

 Personnel Requirements 
There will be an increase in staff from 0.3 to 0.5 FTEs and a realignment of staff and 
corresponding salary levels resulting in a decrease in total personnel expenses. 

 Shared Employees 
 Not Applicable. 

 Contractors 
Any consultant or contractor expenses are included in general and administrative.
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Technical Committees and Member Forums 
Funding sources and related expenses for the Technical Committees and Members’ Forums 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
MF ERO Assessments 71,417$               71,417$               -$                    57,037$               (14,379)$             
Total TMembership Dues -                      -                      -                      -                      -                      
Total BTesting Fees -                      -                      -                      -                      -                      
Total Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
Interest -                      -                      -                      -                      -                      
Miscellaneous -                      -                      -                      -                      -                      

Total Funding 71,417$               71,417$              -$                   57,037$               (14,379)$            

Expenses
Personnel Expenses

MF Salaries 57,563$               57,563$               -$                    31,701$               (25,863)$             
MF Payroll Taxes 2,856                   2,856                   -                      2,490                   (367)                    
MF Benefits 7,247                   7,247                   -                      13,180                 5,932                   
MF Retirement Costs 3,750                   3,750                   -                      9,667                   5,917                   

Total Personnel Expenses 71,417$               71,417$              -$                   57,037$               (14,379)$            

Meeting Expenses
MF Meetings -$                    -$                    -$                    -$                    -$                    
MF Travel -                      -                      -                      -                      -                      
MF Conference Calls -                      -                      -                      -                      -                      

Total Meeting Expenses -$                   -$                   -$                   -$                    -$                   

Operating Expenses
MF Consultants -$                    -$                    -$                    -$                    -$                    
MF Contracts -                      -                      -                      -                      -                      
MF Office Rent -                      -                      -                      -                      -                      
MF Office Costs -                      -                      -                      -                      -                      
MF Professional Services -                      -                      -                      -                      -                      
MF Computer Purchase & Maint. -                      -                      -                      -                      -                      
MF Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses -$                   -$                   -$                   -$                    -$                   

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 71,417$               71,417$              -$                   57,037$               (14,379)$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums
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General and Administrative

Background 
The NPCC general and administrative function provides executive management of the 
corporation, management of the NPCC office, and other administrative support programs. 

Funding Requirements � Explanation of Increase (Decrease) 
As previously noted, $1,269,339 of the increase is the regional entity division portion of the one 
time cost of approximately $1.4 million associated with a required May, 2009 relocation, 
coincident with license agreement expiration, execution of a new lease and a standard office 
space build out for NPCC offices within New York City.  This one time cost is apportioned to 
the general and administrative function.  

Staffing Needs 

 Hiring Plans 
 There will be no change in staffing for the general and administrative function. 

 Shared Employees 
Not Applicable.

 Contractors 
All consultant and contractor expenses associated with administrative services are 
included here.
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General and Administrative 
Funding sources and related expenses for the general and administrative section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
GA ERO Assessments 2,793,199$          2,793,199$          -$                    3,592,945$          799,746$             
GA Membership Dues -                      -                      -                      -                      -                      
GA Testing Fees -                      -                      -                      -                      -                      
GA Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
GA Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding 2,793,199$          2,793,199$         -$                   3,592,945$          799,746$            

Expenses
Personnel Expenses

GA Salaries 594,072$             594,072$             -$                    701,179$             107,107$             
GA Payroll Taxes 21,694                 21,694                 -                      22,891                 1,197                   
GA Benefits 89,383                 89,383                 -                      137,164               47,780                 
GA Retirement Costs 46,250                 46,250                 -                      117,982               71,732                 

Total Personnel Expenses 751,400$             751,400$            -$                   979,216$             227,816$            

Meeting Expenses
GA Meetings 47,443$               47,443$               -$                    37,951$               (9,492)$               
GA Travel 190,357               190,357               -                      270,249               79,892                 
GA Conference Calls 13,179                 13,179                 -                      2,256                   (10,923)               

Total Meeting Expenses 250,979$             250,979$            -$                   310,456$             59,477$              

Operating Expenses
GA Consultants 90,000$               90,000$               -$                    20,400$               (69,600)$             
GA Contracts 55,800                 55,800                 -                      125,407               69,607                 
GA Office Rent 297,000               297,000               -                      554,683               257,683               
GA Office Costs 336,870               336,870               -                      267,060               (69,810)               
GA Professional Services 686,700               686,700               -                      89,362                 (597,338)             
GA Computer Purchase & Maint. 9,000                   9,000                   -                      278,915               269,915               
GA Furniture & Equipment 4,500                   4,500                   -                      788,515               784,015               

Miscellaneous -                      -                      -                      27,300                 27,300                 
Depreciation 21,150                 21,150                 -                      -                      (21,150)               
Contingency 289,800               289,800               -                      -                      (289,800)             

Total Operating Expenses 1,790,820$          1,790,820$         -$                   2,151,643$          360,823$            

Other Non-Operating Expenses -$                   -$                   -$                   151,630$             151,630$            

Total Expenses 2,793,199$          2,793,199$         -$                   3,592,945$          799,746$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative
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Legal and Regulatory

Background 
NPCC’s professional legal services provide counsel to the President and CEO, Board of 
Directors, Vice President and COO, Treasurer and staff on legal and regulatory matters including 
corporate law, code of conduct, confidentiality, governance, employment law and other areas 
affecting NPCC.  Outside counsel reviews items filed with governmental agencies for legal 
sufficiency; maintains relationships with U.S. and Canadian jurisdictions, and provides contract 
review.

2009 Goals and Objective 
Assure continuing recognition of NPCC as a cross-border regional entity 
Obtain regulatory approvals for new and revised regional reliability standards on a timely 
basis
Process all appeals of compliance actions in an effective and efficient manner 
Liaison with the appropriate U.S. and Canadian regulatory and/or governmental 
authorities regarding responses/filings to related governmental and/or regulatory 
directives/orders 
Liaison with federal, State and Provincial governmental and/or regulatory authorities 

Staffing Needs 

 Hiring Plans 
 Not Applicable. 

 Shared Employees 
Not Applicable.

 Contractors 
 Expenses associated with NPCC’s professional legal services are included. 
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Legal and Regulatory
Funding sources and related expenses for the legal and regulatory section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
LR ERO Assessments -$                    -$                    -$                    546,000$             546,000$             
LR Membership Dues -                      -                      -                      -                      -                      
LR Testing Fees -                      -                      -                      -                      -                      
LR Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
LR Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding -$                   -$                   -$                   546,000$             546,000$            

Expenses
Personnel Expenses

LR Salaries -$                    -$                    -$                    -$                    -$                    
LR Payroll Taxes -                      -                      -                      -                      -                      
LR Benefits -                      -                      -                      -                      -                      
LR Retirement Costs -                      -                      -                      -                      -                      

Total Personnel Expenses -$                   -$                   -$                   -$                    -$                   

Meeting Expenses
LR Meetings -$                    -$                    -$                    -$                    -$                    
LR Travel -                      -                      -                      -                      -                      
LR Conference Calls -                      -                      -                      -                      -                      

Total Meeting Expenses -$                   -$                   -$                   -$                    -$                   

Operating Expenses
LR Consultants -$                    -$                    -$                    -$                    -$                    
LR Contracts -                      -                      -                      -                      -                      
LR Office Rent -                      -                      -                      -                      -                      
LR Office Costs -                      -                      -                      -                      -                      
LR Professional Services -                      -                      -                      546,000               546,000               
LR Computer Purchase & Maint. -                      -                      -                      -                      -                      
LR Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses -$                   -$                   -$                   546,000$             546,000$            

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses -$                   -$                   -$                   546,000$             546,000$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Legal and Regulatory

Statement of Activities 
2008 Budget & Projection, and 2009 Budget
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Information Technology 

Background 
NPCC’s Information Technology services ensure information assets and the environment in 
which they operate are secure.  NPCC maintains a backup site for continuity of essential 
operations in the event that its primary location is unavailable.   

2009 Goals and Objectives 
Responsibilities encompass a variety of complex technical, administrative, and supervisory work 
in the development, installation, and maintenance of information technology systems.  IT goals 
include, but are not limited to: 

Create an information security program aimed at reducing breach of security risks

Determine long-term software and systems needs and hardware acquisitions   

Develop and implement information security standards and procedures

Ensure all information systems are functional and secure, and that all applications 
running on those systems meet business requirements for performance, availability, and 
security

Plan and implement organization-wide information systems, services, and network 
facilities, including local area networks, wide-area networks, and peripheral systems 

Staffing Needs 

 Personnel Requirements 
There will be an increase in staff from 1.8 to 2.0 FTEs to support 2009 Goals and 
Objectives. 

 Shared Employees 
Not Applicable. 

 Contractors 
Any consultant or contractor expenses are included in general and administrative. 
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Information Technology 
Funding sources and related expenses for the information technology section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
IT ERO Assessments 264,368$             264,368$             -$                    388,351$             123,983$             
IT Membership Dues -                      -                      -                      -                      -                      
IT Testing Fees -                      -                      -                      -                      -                      
IT Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
IT Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding 264,368$             264,368$            -$                   388,351$             123,983$            

Expenses
Personnel Expenses

IT Salaries 184,410$             184,410$             -$                    252,432$             68,021$               
IT Payroll Taxes 13,974                 13,974                 -                      17,332                 3,358                   
IT Benefits 43,484                 43,484                 -                      76,526                 33,042                 
IT Retirement Costs 22,500                 22,500                 -                      42,062                 19,562                 

Total Personnel Expenses 264,368$             264,368$            -$                   388,351$             123,983$            

Meeting Expenses
IT Meetings -$                    -$                    -$                    -$                    -$                    
IT Travel -                      -                      -                      -                      -                      
IT Conference Calls -                      -                      -                      -                      -                      

Total Meeting Expenses -$                   -$                   -$                   -$                    -$                   

Operating Expenses
IT Consultants -$                    -$                    -$                    -$                    -$                    
IT Contracts -                      -                      -                      -                      -                      
IT Office Rent -                      -                      -                      -                      -                      
IT Office Costs -                      -                      -                      -                      -                      
IT Professional Services -                      -                      -                      -                      -                      
IT Computer Purchase & Maint. -                      -                      -                      -                      -                      
IT Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses -$                   -$                   -$                   -$                    -$                   

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 264,368$             264,368$            -$                   388,351$             123,983$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Information Technology

Statement of Activities 
2008 Budget & Projection, and 2009 Budget
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Human Resources 

Background 
NPCC has assembled an exceptional team of highly qualified employees to carry out the 
activities of NPCC.  The human resources function, in adherence with applicable federal and 
state laws, designs, plans, and implements human resources policies and procedures, including 
staffing, compensation, benefits, employee relations, and training and development.

2009 Goals and Objectives 
Recruit exceptional employees 
Conduct surveys on competitive salaries 
Provide for employee training programs 
Update employee policies 
Develop employee manual 
Review employee benefits 

Staffing Needs 

 Personnel Requirements 
There will be an increase in staff from 0.3 to 1.0 FTEs to support 2009 Goals and 
Objectives. 

 Shared Employees 
Not Applicable.

 Contractors 
Any consultant or contractor expenses are included in general and administrative. 
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Human Resources 
Funding sources and related expenses for the human resources section of the 2009 business plan 
are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
HR ERO Assessments 34,428$               34,428$               -$                    142,175$             107,747$             
HR Membership Dues -                      -                      -                      -                      -                      
HR Testing Fees -                      -                      -                      -                      -                      
HR Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
HR Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding 34,428$               34,428$              -$                   142,175$             107,747$            

Expenses
Personnel Expenses

HR Salaries 21,510$               21,510$               -$                    89,833$               68,322$               
HR Payroll Taxes 1,920                   1,920                   -                      7,001                   5,081                   
HR Benefits 7,247                   7,247                   -                      30,011                 22,763                 
HR Retirement Costs 3,750                   3,750                   -                      15,331                 11,581                 

Total Personnel Expenses 34,428$               34,428$              -$                   142,175$             107,747$            

Meeting Expenses
HR Meetings -$                    -$                    -$                    -$                    -$                    
HR Travel -                      -                      -                      -                      -                      
HR Conference Calls -                      -                      -                      -                      -                      

Total Meeting Expenses -$                   -$                   -$                   -$                    -$                   

Operating Expenses
HR Consultants -$                    -$                    -$                    -$                    -$                    
HR Contracts -                      -                      -                      -                      -                      
HR Office Rent -                      -                      -                      -                      -                      
HR Office Costs -                      -                      -                      -                      -                      
HR Professional Services -                      -                      -                      -                      -                      
HR Computer Purchase & Maint. -                      -                      -                      -                      -                      
HR Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses -$                   -$                   -$                   -$                    -$                   

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 34,428$               34,428$              -$                   142,175$             107,747$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Human Resources

Statement of Activities 
2008 Budget & Projection, and 2009 Budget
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Finance and Accounting 

Background 
The finance and accounting function directs the overall financial plans and accounting practices 
of the organization; oversees treasury, accounting, budget, tax, and audit activities; and oversees 
financial and accounting system controls and standards. 

2009 Goals and Objectives 
The objectives are to provide or obtain the financial and accounting services for NPCC and 
coordinate with NERC requirements through: 

Utilize the NERC System of Accounts for consistency
Utilize an accrual method of accounting for consistency with NERC in methodology 
Cash Management 
Budget Development using the NERC budget template formats 
Forecasts and Projections 
Alignment of NPCC Committees, Task Forces and Working Groups with the program 

areas
Payroll and expense administration 
Preparation of Quarterly Financial Statements 
IRS Reporting 
Annual Independent Audit initiated by the Regional Entity 
NERC Audit 

Staffing Needs 

 Personnel Requirements 
There will be an increase of 1 FTE on staff and an associated reduction in contracts and 
consultants to support 2009 Goals and Objectives. 

Shared Employees 
Not Applicable.

 Contractors 
Expenses associated with NPCC’s professional accounting services are included. 
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Finance and Accounting 
Funding sources and related expenses for the accounting and finance section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
AF ERO Assessments 167,990$             167,990$             -$                    411,551$             243,561$             
AF Membership Dues -                      -                      -                      -                      -                      
AF Testing Fees -                      -                      -                      -                      -                      
AF Services & Software -                      -                      -                      -                      -                      

Workshops -                      -                      -                      -                      -                      
AF Interest -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Total Funding 167,990$             167,990$            -$                   411,551$             243,561$            

Expenses
Personnel Expenses

AF Salaries 83,159$               83,159$               -$                    197,957$             114,798$             
AF Payroll Taxes 7,850                   7,850                   -                      14,334                 6,483                   
AF Benefits 50,731                 50,731                 -                      48,941                 (1,790)                 
AF Retirement Costs 26,250                 26,250                 -                      13,819                 (12,431)               

Total Personnel Expenses 167,990$             167,990$            -$                   275,051$             107,061$            

Meeting Expenses
AF Meetings -$                    -$                    -$                    -$                    -$                    
AF Travel -                      -                      -                      -                      -                      
AF Conference Calls -                      -                      -                      -                      -                      

Total Meeting Expenses -$                   -$                   -$                   -$                    -$                   

Operating Expenses
AF Consultants -$                    -$                    -$                    -$                    -$                    
AF Contracts -                      -                      -                      -                      -                      
AF Office Rent -                      -                      -                      -                      -                      
AF Office Costs -                      -                      -                      -                      -                      
AF Professional Services -                      -                      -                      136,500               136,500               
AF Computer Purchase & Maint. -                      -                      -                      -                      -                      
AF Furniture & Equipment -                      -                      -                      -                      -                      

Miscellaneous -                      -                      -                      -                      -                      
Depreciation -                      -                      -                      -                      -                      
Contingency -                      -                      -                      -                      -                      

Total Operating Expenses -$                   -$                   -$                   136,500$             136,500$            

Other Non-Operating Expenses -$                   -$                   -$                   -$                    -$                   

Total Expenses 167,990$             167,990$            -$                   411,551$             243,561$            

Change in Assets -$                   -$                   -$                   -$                    -$                   

Finance and Accounting

Statement of Activities 
2008 Budget & Projection, and 2009 Budget
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Section B � 2009 Budget 

2008 Budget and Projection and 2009 Budget Comparisons 

Table 1 

2008 Projection 1 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 7,504,907$         7,648,718$         143,811$            10,008,885$       2,360,167$         
Membership Dues -                     -                     -                     -                     -                     
Testing Fees -                     -                     -                     -                     -                     
Services & Software -                     -                     -                     -                     -                     
Workshops -                     -                     -                     -                     -                     
Interest -                     -                     -                     -                     -                     
Miscellaneous -                     -                     -                     -                     -                     

Total Funding 7,504,907$         7,648,718$        143,811$           10,008,885$       2,360,167$        

Expenses
Personnel Expenses

Salaries 2,702,620$         2,854,530$         151,910$            3,671,371$         816,841$            
Payroll Taxes 165,893              174,951              9,058                  200,528              25,577                
Benefits 608,774              642,482              33,708                794,236              151,754              
Retirement Costs 315,000              320,324              5,324                  527,311              206,987              

Total Personnel Expenses 3,792,287$         3,992,287$        200,000$           5,193,446$         1,201,159$        

Meeting Expenses
Meetin Meetings 145,800$            145,800$            -$                    188,686$            42,886$              

Travel 585,000              585,000              -                     750,510              165,510              
GA Conference Calls 40,500                40,500                -                     53,877                13,377                

Total Meeting Expenses 771,300$            771,300$           -$                   993,073$            221,773$           

Operating Expenses
Consultants 1,028,000$         1,028,000$         -$                    284,400$            (743,600)$           
Contracts 268,300              268,300              -                     698,000              429,700              

Office Office Rent 297,000              297,000              -                     554,683              257,683              
Office Office Costs 336,870              336,870              -                     267,060              (69,810)               
ProfesProfessional Services 686,700              686,700              -                     771,862              85,162                
CompuComputer Purchase & Maint. 9,000                  9,000                  -                     278,915              269,915              
CompuFurniture & Equipment 4,500                  4,500                  -                     788,515              784,015              

Miscellaneous -                     -                     -                     27,300                27,300                
Depreciation 21,150                21,150                -                     -                     (21,150)               
Contingency 289,800              289,800              -                     -                     (289,800)             

Total Operating Expenses 2,941,320$         2,941,320$        -$                   3,670,736$         729,416$           

Other Non-Operating Expenses -$                   143,811$           143,811$           151,630$            7,819$               

Total Expenses 2 7,504,907$         7,848,718$        343,811$           10,008,885$       2,160,167$        

Change in Assets -$                   (200,000)$          (200,000)$          -$                    200,000$           

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Regional Entity Division

2 2008 Total Expenses of $7,504,907 does not include 2008 reserve assessment amount of $143,811.  2009 Total Expenses of 
$10,008,885 does include 2009 reserve assessment amount of $1,629.  To be consistent in comparing 2008 with 2009, it should be 
noted that 2008 Budget including 2008 reserve assessment amount is $7,648,718.

1 2008 Projections reflect expectations based on the 1st quarter statement of activities.  It is anticipated that projections could change 
throughout 2008 and would be reflected in each subsequent quarter’s statement of activities.
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Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009 Change

Operational Programs
Reliability Standards 3.5 3.0 3.0 0.0
Compliance and Organization Registration and Certification 7.5 8.0 9.0 1.0
Reliability Readiness Evaluation and Improvement 1.0 1.0 0.0 -1.0
Training and Education 0.5 0.5 0.1 -0.4
Reliability Assessment and Performance Analysis 3.5 3.5 3.9 0.4
Situation Awareness and Infrastructure Security 1.0 1.0 2.0 1.0

Total FTEs Operational Programs 17.0 17.0 18.0 1.0

Administrative Programs
Member Forums 0.3 0.3 0.5 0.2
General & Administrative 1.9 1.9 1.9 0.0
Information Technology 1.8 1.8 2.0 0.2
Legal and Regulatory 1.8 1.8 1.8 0.0
Human Resources 0.3 0.3 1.0 0.7
Accounting 2.1 2.1 2.0 -0.1

Total FTEs Administrative Programs 8.2 8.2 9.2 1.0

Total FTEs 25.2 25.2 27.2 2.0
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2008 NPCC Organization Chart 

2008 NPCC Organization Chart 

Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain 
contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform 
regular corporate functions.
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2009 NPCC Organization Chart 

2009 NPCC Organization Chart 

Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain 
contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform regular 
corporate functions.
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Working Capital Reserve Analysis 2008 � 2009 

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 2,056,011

Plus: 2008 ERO Funding (from LSEs or designees) 7,648,718
Plus: 2008 Other funding sources (Cash basis)

Less: 2008 Projected Expenses & Capital Expenditures (Cash basis) (7,504,907)
Less: Expenditure from 2007 Surplus for Compliance Program Related Activities (200,000)

Projected Working Capital Reserve (Deficit), December 31, 2008 1,999,822

Desired Working Capital Reserve, December 31, 2009 1 2,001,451
(20% of Total Regional Entity Budget of $10,007,256)

Less:  Projected Funding Balance December 31, 2008 1,999,822

Increase(decrease) in assessments to achieve desired Working Capital Reserve 1,629

2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 9,857,255
2009 Assessment (Non-Operating Expense) 150,001

Less: 2009 Other funding sources
Adjustment to achieve desired Working Capital Reserve 1,629

2009 Assessment 10,008,885

Note:  The independent audit report dated April 29, 2008 for NPCC's financial statements dated December 31, 2007
and 2006 included certain adjustments to its financial position as compared to the April 1, 2008 Compliance Filing.
NPCC's regional entity (RE) and criteria services (CS) divisions' 2007 budgets, less adjusted total expenses, left a
total surplus of some $328,629 as compared to the $419,771.  Total cash, cash equivalents and investments for
the year end 2007 were allocated for 2008 in a 90/10 ratio for the RE and CS divisions respectively to establish
beginning cash at January 1, 2008.

1 NPCC Board of Directors at its 4/29/08 meeting determined
that a 20% reserve level remains appropriate

Working Capital Reserve Analysis 2008-2009
Regional Entity Division
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Regional Entity Assessment Analysis 
In the area of assessments for 2009 there are two distinct funding mechanisms.  For the Regional 
Entity division, the North American Electric Reliability Corporation (NERC) will assess load 
serving entities (LSEs) or their designees (within NPCC the designees are the Balancing 
Authority Areas (BAAs) for New York, New England, New Brunswick, Nova Scotia, Ontario 
and Québec) based upon 2007 proportional Net Energy for Load and other specific program area 
funding arrangements and make quarterly remittances to the Regional Entity on or about the 15th 
day of January, April, July and October, 2009.  For funding associated with the Criteria Services 
division, the Independent System Operators (ISO)/BAAs will be assessed by NPCC for their 
proportional share of the divisional budget based upon 2007 NEL within the Region.  Non 
ISO/BAA Full Members will be assessed no membership fee for 2009. 

Assessments by Balancing Authority Area � Table 6 

NPCC 20 0 9 Regional Entity (RE)
and Criteria Services (CS) Divisional Funding Information

Compliance Allocation: CORC Direct and Indirect
 w/ o Apportioned Relocation Project

A-1 B-1 C-1 D-1 E-1
2009 1 NPCC

NPCC 2007 2007 RE Minus 2009
Balancing Net Energy NEL % of [CORC Program NPCC 
Authorities for Load NPCC w/o Apportioned CS

(LSE Designees) (MWh) Total Relocation] Division

New England 134,425,000 19.98555% 1,195,000 202,412
New York 167,341,000 24.87931% 1,487,614 251,976
Ontario 152,205,000 22.62898% 1,353,059 229,184
Québec 191,029,000 28.40111% 1,698,194 287,643
New Brunswick 14,972,000 2.22595% 133,097 22,544
Nova Scotia 12,639,000 1.87910% 112,357 19,031

Total 672,611,000 100.00000% $5,979,321 $1,012,790

20 09  CO RC w/ o Apportioned Relocation
A-2 B-2 C-2 D-2 E-2 F-2 G-2

2009 2 2009 4

NEL Based Audit Based 2009
55% CORC 45% CORC Total CORC 2009 2009

Balancing Program w/o 2009 3 Program w/o Program w/o RE Division NPCC
Authorities Apportioned Audit Based Apportioned Apportioned Total Funding Total Funding

(LSE Designees) Relocation Methodology Relocation Relocation (D-1 plus E-2) (E-1 plus F-2)

New England 442,932 64.92846% 1,177,350 1,620,282 2,815,282 3,017,694
New York 551,390 26.16852% 474,516 1,025,906 2,513,520 2,765,496
Ontario 501,517 0.00000% 0 501,517 1,854,576 2,083,760
Québec 629,442 3.30684% 59,963 689,405 2,387,599 2,675,242
New Brunswick 49,333 3.05246% 55,350 104,683 237,780 260,324
Nova Scotia 41,646 2.54372% 46,125 87,771 200,128 219,159

Total $2,216,260 100.00% $1,813,304 $4,029,564 $10,008,885 $11,021,675

  1 Consistent with NERC's Policy on Allocation of Certain Compliance and Enforcement Costs, the NPCC Board approved Allocation Methodologies for
      Certain NPCC Compliance Program Area Costs Assessed to Non-U.S. Entities. Funding requirements associated with the Compliance Enforcement and 
      Organization Registration and Certification (CORC) Program, without the apportioned one-time 2009 office relocation project costs, total $4,029,564.

2  NEL based funding represents 55% of CORC Program w/o apportioned relocation funding requirements, while 45% of CORC Program w/o apportioned
      relocation funding requirements, totaling some $1,813,304 are allocated using an audit based metholology for 2009.

3 Audit based allocation uses Compliance Registry Data registrants as of June 1, 2008.
4 Allocation adjustment of $410,332 identified as NPCC CORC costs duplicative of Ontario Compliance and Enforcement Programs.
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Breakdown by Statement of Activity Sections 
The following detailed schedules are in support of Table 1 of the 2009 NPCC Business Plan and 
Budget.  All significant variances have been disclosed by program area in the preceding pages. 

Supplemental Funding 
Table B-1 

Variance
Outside Funding Breakdown By Program

 (excluding ERO Assessments) 2008 Budget Variance %2008 Projection
2009 

Budget

No supplemental funding is identified. 

Personnel Expenses 
Table B-2 

Personnel Expenses 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Salaries
Salary 2,646,820$            2,798,730$            3,653,171$          854,441$             30.5%
Employment Agency Fees 45,000                   45,000                   13,650                 (31,350)               -69.7%
Temporary Office Services 10,800                   10,800                   4,550                   (6,250)                 -57.9%
Total Salaries 2,702,620              2,854,530              3,671,371            816,841              28.6%

Payroll Taxes -
FICA 109,013                 115,634                 142,655               27,021                23.4%
Medicare 41,580                   43,782                   52,503                 8,721                  19.9%
SUI 12,600                   12,779                   4,088                   (8,691)                 -68.0%
FUI 2,700                    2,756                    1,282                   (1,474)                 -53.5%
Total Payroll Taxes 165,893                 174,951                 200,528               25,577                14.6%

Benefits
Workers Compensation 10,800                   10,800                   12,121                 1,321                  12.2%
Medical Insurance 360,000                 382,748                 509,752               127,004              33.2%
Life-LTD Insurance 36,900                   37,621                   16,452                 (21,169)               -56.3%
Education 14,400                   14,400                   14,560                 160                     1.1%
Relocation -                        -                        -                       -                      -
Vacation Expense 186,674                 196,913                 241,351               44,438                22.6%
Total Benefits 608,774                 642,482                 794,236               151,754              23.6%

Retirement
Profit Sharing Plan / SERP 217,800                 217,800                 390,888               173,088              79.5%
Savings Plan 97,200                   102,524                 136,423               33,899                33.1%
Total Retirement 315,000                 320,324                 527,311               206,987              64.6%

Total Personnel Costs 3,792,287$           3,992,287$           5,193,446$         1,201,159$          30.1%
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Meeting Expenses
Table B-3 

Meeting Expenses by Business Plan Category 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Reliability Standards  $                20,250  $                20,250  $               28,000  $                7,750 38.3%
Compliance and Organization Registration and Certification                   43,393                   43,393                  45,703                    2,310 5.3%
Reliability Readiness Evaluation and Improvement                     5,786                     5,786                         -                    (5,786) -100.0%
Reliability Assessment and Performance Analysis                   20,250                   20,250                  42,406                  22,156 109.4%
Training and Education                     2,893                     2,893                  20,875                  17,982 621.6%
Situation Awareness and Infrastructure Security                     5,786                     5,786                  13,751                    7,965 137.7%
Committee and Member Forums -                        -                        -                       -                      -
General and Administrative                   47,443                   47,443                  37,951                  (9,492) -20.0%
Legal and Regulatory -                        -                        -                       -                      -
Information Technology -                        -                        -                       -                      -
Human Resources -                        -                        -                       -                      -
Accounting and Finance -                        -                        -                       -                      -
Total Meeting Expenses $              145,800 $              145,800 $             188,686  $              42,886 29.4%

Travel Expenses by Business Plan Category 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Reliability Standards  $                81,250  $                81,250  $             111,264  $              30,014 36.9%
Compliance and Organization Registration and Certification                 174,107                 174,107                170,320                  (3,787) -2.2%
Reliability Readiness Evaluation and Improvement                   23,214                   23,214                         -                  (23,214) -100.0%
Reliability Assessment and Performance Analysis                   81,250                   81,250                162,271                  81,021 99.7%
Training and Education                   11,607                   11,607                   4,595                  (7,012) -60.4%
Situation Awareness and Infrastructure Security                   23,214                   23,214                  31,811                    8,597 37.0%
Committee and Member Forums -                        -                        -                       -                      -
General and Administrative                 190,357                 190,357                270,249                  79,892 42.0%
Legal and Regulatory -                        -                        -                       -                      -
Information Technology -                        -                        -                       -                      -
Human Resources -                        -                        -                       -                      -
Accounting and Finance -                        -                        -                       -                      -
Total Travel Expenses $              585,000 $              585,000 $             750,510  $            165,510 28.3%

Conference Call Expenses by Business Plan Category 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Reliability Standards  $                  5,625  $                  5,625  $                 7,792  $                2,167 38.5%
Compliance and Organization Registration and Certification                   12,054                   12,054                  12,000                       (54) -0.4%
Reliability Readiness Evaluation and Improvement                     1,607                     1,607                         -                    (1,607) -100.0%
Reliability Assessment and Performance Analysis                     5,625                     5,625                  28,489                  22,864 406.5%
Training and Education                        804                        804                      500                     (304) -37.8%
Situation Awareness and Infrastructure Security                     1,607                     1,607                   2,840                    1,233 76.7%
Committee and Member Forums -                        -                        -                       -                      -
General and Administrative                   13,179                   13,179                   2,256                (10,923) -82.9%
Legal and Regulatory -                        -                        -                       -                      -
Information Technology -                        -                        -                       -                      -
Human Resources -                        -                        -                       -                      -
Accounting and Finance -                        -                        -                       -                      -
Total Conference Calls $                40,500 $                40,500 $               53,877  $              13,377 33.0%

Total Meeting Expenses 771,300$              771,300$              993,073$            221,773$             28.8%

Operating Expenses 
Table B-4 

Consultants 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Consultants
Reliability Standards 227,824$               227,824$               114,000$             (113,824)$           -50.0%
Compliance and Organization Registration and Certification 406,765                 571,115                 134,400               (436,715)             -76.5%
Reliability Readiness Evaluation and Improvement 22,235                   22,235                   -                       (22,235)               -100.0%
Reliability Assessment and Performance Analysis 247,824                 247,824                 15,600                 (232,224)             -93.7%
Training and Education 11,118                   11,118                   -                       (11,118)               -100.0%
Situationl Awareness and Infrastructure Security 22,235                   22,235                   -                       (22,235)               -100.0%
Committee and Member Forums -                        -                        -                       -                      -
General and Administrative 90,000                   90,000                   20,400                 (69,600)               -77.3%
Legal and Regulatory -                        -                        -                       -                      -
Information Technology -                        -                        -                       -                      -
Accounting and Finance -                        -                        -                       -                      -
Human Resources -                        -                        -                       -                      -
Consultants Total 1,028,000$           1,192,350$           284,400$            (907,950)$           -76.1%
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Table B-5 

Contracts 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Reliability Standards -$                      -$                      -$                     -$                    -
Compliance and Organization Registration and Certification 90,000                   90,000                   270,204               180,204              200.2%
Reliability Readiness Evaluation and Improvement -                        -                        -                       -                      -
Reliability Assessment and Performance Analysis 100,000                 100,000                 271,338               171,338              171.3%
Training and Education -                        -                        -                       -                      -
Situation Awareness and Infrastructure Security 22,500                   22,500                   31,051                 8,551                  38.0%
Committee and Member Forums -                        -                        -                       -                      -
General and Administrative 55,800                   55,800                   125,407               69,607                124.7%
General and Administrative -                        -                        -                       -                      -
Legal and Regulatory -                        -                        -                       -                      -
Information Technology -                        -                        -                       -                      -
Accounting and Finance -                        -                        -                       -                      -
Human Resources -                        -                        -                       -                      -
Contracts Total 268,300$              268,300$              698,000$            429,700$             160.2%

Total Consultants and Contracts 1,296,300$           1,460,650$           982,400$            (478,250)$           -32.7%

Table B-6 

Office Rent 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Office Rent 297,000$               297,000$               490,073$             193,073$             65%
Utilities -                        -                        27,300                 27,300                -
Maintenance -                        -                        32,760                 32,760                -
Security -                        -                        4,550                   4,550                  -
Total Office Rent 297,000$              297,000$              554,683$            257,683$             86.8%

Table B-7 

Office Costs 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Office Costs 336,870$               336,870$               267,060$             (69,810)$             -20.7%
Total Office Costs 336,870$              336,870$              267,060$            (69,810)$             -20.7%

Table B-8
Professional Services 2008 Budget 2008 Projection

2009
Budget Variance Variance %

BOT Fee 72,000$                 72,000$                 75,712$               3,712$                5.2%
Outside Legal 18,000                   18,000                   -                       (18,000)               -100.0%
Accounting & Auditing Fees 91,800                   91,800                   136,500               44,700                48.7%
Legal Fees - Other 495,000                 495,000                 546,000               51,000                10.3%
Insurance - Commercial 9,900                    9,900                    13,650                 3,750                  37.9%
Total Services 686,700$              686,700$              771,862$            85,162$              12.4%

Table B-9 

Computer 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Purchase and Lease 9,000$                   9,000$                   133,315$             124,315$             1381.3%
Software -                        -                        -                       -                      -
Total Computer 9,000$                  9,000$                  133,315$            124,315$             1381.3%
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Table B-10 

Furniture & Equipment 2008 Budget 2008 Projection
2009

Budget Variance Variance %

Furniture 4,500$                   4,500$                   227,728$             223,228$             4960.6%
Equipment -                        -                        145,600               145,600              -
Depreciation 21,150                   21,150                   -                       (21,150)               -100.0%
Miscellaneous 289,800                 289,800                 27,300                 (262,500)             -90.6%
Leasehold Improvements -                        -                        560,788               560,788              -
Total Furniture & Fixtures 315,450$              315,450$              961,415$            645,965$             204.8%

Table B-11

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Interest Expense -$                       -$                       -$                      -$                     -
Office Relocation 1 -                         -                         150,001                150,001               -
Cash Reserve Requirement -                         -                         1,629                    1,629                   -
Total Non-Operating Expenses -$                       -$                       151,630$              151,630$             -

1  In addition to the $150,001 cost component, total office relocation also includes $189,773 of office rent, $223,178 of furniture purchase, $145,600 of equipment
   purchase, and $560,787 of leasehold improvements, totaling $1,269,339 for the regional entity division portion (91%) of the one-time move cost of $1,394,878.
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Section C � 2009 Criteria Services Division - Non-Statutory Business 
Plan and Budget 

Full Member Criteria Services 

Criteria Services Division 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 
Total FTEs 2.8 2.8 2.8 
Total Direct Funding $440,172  $440,172  $571,428  
Total Indirect Funding [1] $231,884  $231,884  $441,362  
Total Funding $672,056  $672,056  $1,012,790  

1 Total 2009 indirect funding includes $125,539 apportioned to the criteria services division associated with the one-
time 2009 office relocation project.

NPCC Regionally-Specific Criteria Services Background 
NPCC regional criteria services division activities are in the development, maintenance and 
promulgation of regionally-specific more stringent criteria as well as criteria establishing 
resource adequacy requirements within the Region.  These criteria contain requirements which 
are more stringent and more specific than the existing NERC Reliability Standards requirements.  

Membership and Governance 
Full members are subject to compliance, with regionally-specific criteria, in addition to 
continent-wide reliability standards, and receive criteria-related services from the criteria 
services division. 

Full Members, other than Full Members that perform the Balancing Authority function, are not 
assessed an annual membership fee.  Those that perform Balancing Authority functions are 
assessed and remit, a proportional net energy for load share, of expenses for Criteria services.
NPCC would also, directly assign criteria service division costs to a Balancing Authority Area or 
entity, where significant costs are incurred for that Balancing Authority Area.  The funding for 
NPCC’s criteria services division is approved by the NPCC Board of Directors. 

Criteria Services Division Functional Scope 
Through its criteria services division, NPCC promotes the reliable and efficient operation of the 
international, interconnected bulk power systems in Northeastern North America through the 
establishment of regionally-specific criteria, and monitoring and enforcement of compliance with 
such criteria.

NPCC provides full members, with regional reliability assurance services, and acts as the vehicle 
through which States and Provinces can fulfill their political mandates, with respect to resource 
adequacy, as well as overseeing the Northeastern North American electric infrastructure.   
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2009 Primary Objectives 

NPCC Reliability Directory Maintenance and Development 
In 2008 the NPCC Regional Reliability Directories were developed to address consistency issues 
with the NERC Reliability Standards and also to remove any redundancies with the NERC 
Reliability Standards and to clearly delineate the more stringent requirements NPCC criteria 
requirements.  In 2009 the directories will be under review and revision. 

Work will proceed with maintenance and revision to address any future redundancies or the 
continued need for additional more stringent or specific NPCC regional criteria requirements as 
new NERC reliability standards are developed. 

The following Directories will either be under revision or reviewed for further development 
based on a schedule set forth in the NPCC Reliability Assessment Program: 

Operations and Planning Directories 
Directory #1, Basic Criteria for Design and Operation of Interconnected Power Systems
This directory will coordinate and ensure consistency with all the existing NERC TPL, BAL, 
IRO, INT, MOD, TOP, PRC and VAR standards.  The NPCC Task Force on Coordination of 
Planning will lead a multi-disciplinary working group to review and revise this directory.  

Directory #2, Emergency Operations 
This directory will coordinate and ensure consistency with all the existing NERC EOP and TOP 
standards.  The NPCC Task Force on Coordination of Operation will lead this review and 
revision.

Directory # 5, Operating Reserve Requirements
This directory will coordinate and ensure consistency with all the existing applicable NERC 
BAL, INT, and IRO standards.  The NPCC Task Force on Coordination of Operation will lead 
this review and revision. 

Directory # 8, Blackstart and System Restoration
This directory will coordinate and ensure consistency with all the existing NERC EOP and TOP 
standards.  The NPCC Task Force on Coordination of Operation will lead this review and 
revision.

Directories # 9 and #10, Verification of Generator Gross and Net Real Power Capability  and 
Verification of Generator Gross and Net Reactive Power Capability 
These directories will coordinate and ensure consistency with all the existing applicable NERC 
MOD standards.  The NPCC Task Force on Coordination of Operations will lead this review and 
revision.

System Protection Directories 
Directory # 7, Special Protection Systems
This directory will coordinate and ensure consistency with all the existing applicable NERC PRC 
standards.  The NPCC Task Force on System Protection will lead this review and revision. 
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Directory # 3, Maintenance Requirements for BPS Protection 
This Directory will coordinate and ensure consistency with all the applicable NERC PRC 
standards.  The NPCC Task Force on System Protection will lead this review and revision. 

Directory # 4, BPS Protection 
This Directory will coordinate and ensure consistency with all the applicable NERC PRC 
standards.  The NPCC Task Force on System Protection will lead this review and revision. 

NPCC Criteria Compliance Background 
The NPCC criteria services division Compliance effort, the NPCC Reliability Compliance and 
Enforcement Program (RCEP), monitors, assesses and enforces compliance of NPCC Full 
Member entities responsible for meeting NPCC’s regionally specific, more-stringent Criteria.  
Non-monetary sanctions are used to enforce violations of NPCC Criteria. 

In Canada, NPCC monitors, assesses and enforces compliance to regionally-specific NPCC 
Criteria in accordance with approved Memoranda of Understanding and Implementation 
Agreements that are in place with each Canadian province within the Region.  NPCC issues non-
monetary sanctions to responsible Canadian entities for violations of NPCC Criteria.

The RCEP identifies those NPCC Criteria that are subject to monitoring, assessment and 
enforcement.  These Criteria also are subject to NPCC Criteria Compliance Audits. 

The NPCC Compliance Committee (CC) has final approval of compliance assessments related to 
the RCEP.  This balanced stakeholder committee consists of representatives of the eight voting 
sectors as described in the NPCC Bylaws and is chaired by the Assistant Vice President - 
Compliance.  The CC will also be used to resolve contested compliance and/or sanction or 
penalty determinations related to NPCC Criteria.   

Based on the portion of its professional/technical staff time, and other resources that it expects to 
devote to the reliability standards compliance enforcement process, NPCC estimates that it will 
expend 53 percent of its criteria services division resources on this activity. 

2009 Goals and Objectives 

Conduct 2009 NPCC Reliability Compliance and Enforcement Program (RCEP)
o Assess compliance, by responsible entities, with NPCC Criteria including 

requirements in the RCEP
o Document results and provide appropriate reports to CC 
o For instances of identified non-compliance, provide a report fully explaining the 

reason for the non-compliance and recommend to the CC the appropriate sanction and 
review any mitigation plan or action proposed to achieve compliance 

o Develop and implement the necessary processes and procedures to efficiently execute 
the NPCC RCEP 

o Provide information and feedback on compliance program to NPCC Members, RCC, 
Task Forces and participants in the program 

o RCEP related issues will be included in the NPCC Compliance Workshops.  
o Manage the Review Process for the NPCC RCEP 
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o Provide oversight review of NPCC Area compliance programs 
o Review and propose changes to existing documents as required for the NPCC 

Compliance Program, and propose new documents as required 

Staffing Needs 
1.0 FTE is allocated to the development and maintenance of NPCC’s regionally-specific more-
stringent criteria.  1.0 FTE is allocated to conduct the responsibilities related to the 
implementation of the RCEP.  NPCC plans to conduct five Criteria Compliance Audits in 2009. 

Hiring Plans  
No additional personnel required. 

Shared Employees 
Not Applicable. 

Contractors
No use of contractors anticipated. 

Major 2009 Cost Impacts
Personnel Costs associated with the Pension Protection Act and the adoption of SFAS 158 in 
accounting for pensions. 
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2008 Budget and Projection and 2009 Budget Comparisons 

Table 1 

2008 Projection 2009 Budget
Variance to Approved Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments -$                    -$                    -$                    -$                    -$                    
Non-Statutory Assessments 672,056               672,056               -                      1,012,790            340,734               
Testing Fees -                      -                      -                      -                      -                      
Services & Software -                      -                      -                      -                      -                      
Workshops -                      -                      -                      -                      -                      
Interest -                      -                      -                      -                      -                      
Miscellaneous -                      -                      -                      -                      -                      

Total Funding 672,056$             672,056$            -$                   1,012,790$          340,734$            

Expenses
Personnel Expenses

Salaries 219,717$             219,717$             -$                    343,565$             123,848$             
Payroll Taxes 13,017                 13,017                 -                      20,090                 7,073                   
Benefits 67,642                 67,642                 -                      67,849                 207                      
Retirement Costs 35,000                 35,000                 -                      86,374                 51,374                 

Total Personnel Expenses 335,376$             335,376$            -$                   517,878$             182,502$            

Meeting Expenses
Meetin Meetings 16,200$               16,200$               -$                    24,301$               8,101$                 

Travel 65,000                 65,000                 -                      84,266                 19,266                 
GA Conference Calls 4,500                   4,500                   -                      5,549                   1,049                   

Total Meeting Expenses 85,700$               85,700$              -$                   114,116$             28,416$              

Operating Expenses
Consultants 52,000$               52,000$               -$                    36,000$               (16,000)$             
Contracts 16,200                 16,200                 -                      72,000                 55,800                 

Office Office Rent 33,000                 33,000                 -                      54,859                 21,859                 
Office Office Costs 37,430                 37,430                 -                      26,413                 (11,017)               
ProfesProfessional Services 76,300                 76,300                 -                      76,338                 38                        
CompuComputer Purchase & Maint. 1,000                   1,000                   -                      27,585                 26,585                 
CompuFurniture & Equipment 500                      500                      -                      77,985                 77,485                 

Miscellaneous -                      -                      -                      -                      -                      
Depreciation 2,350                   2,350                   -                      -                      (2,350)                 
Contingency 32,200                 32,200                 -                      2,700                   (29,500)               

Total Operating Expenses 250,980$             250,980$            -$                   373,879$             122,899$            

Other Non-Operating Expenses 1 -$                    -$                    -$                    6,917$                 6,917$                 

Total Expenses 2 672,056$             672,056$             -$                    1,012,790$          340,734$             

Change in Assets -$                   -$                   -$                   -$                    -$                   

1 Other Non-Operating Expenses includes an office relocation cost component of $14,835.  Also included in this line item is the prior year 
surplus in cash reserves of $7,918 for a net of $6,917.  In addition to the $14,835 cost component, the criteria services division's total 
office reloaction cost of $125,539 (9% of the total one-time move cost of $1,394,878) also includes $18,769 of office rent, $22,073 of 
furniture purchase, $14,400 of equipment purchase, and $55,462 of leasehold improvements.
2 2008 Total Expenses of $672,056 does not include 2008 reserve assessment amount of -$16,386.  2009 Total Expenses of $1,012,790
does include 2009 reserve assessment amount of -$7,918.  To be consistent in comparing 2008 with 2009, it should be noted that 2008 
Budget including 2008 reserve assessment amount is $655,670.

Statement of Activities 
Criteria Services Division
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Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009 Change

Operational Programs
Reliability Standards 1.0 1.0 1.0 0.0
Compliance and Organization Registration and Certification 1.0 1.0 1.0 0.0
Reliability Readiness Evaluation and Improvement 0.0 0.0 0.0 0.0
Training and Education 0.0 0.0 0.0 0.0
Reliability Assessment and Performance Analysis 0.0 0.0 0.0 0.0
Situation Awareness and Infrastructure Security 0.0 0.0 0.0 0.0

Total FTEs Operational Programs 2.0 2.0 2.0 0.0

Administrative Programs
Member Forums 0.2 0.2 0.0 -0.2
General & Administrative 0.1 0.1 0.1 0.0
Information Technology 0.2 0.2 0.0 -0.2
Legal and Regulatory 0.2 0.2 0.2 0.0
Human Resources 0.0 0.0 0.0 0.0
Accounting 0.1 0.1 0.5 0.4

Total FTEs Administrative Programs 0.8 0.8 0.8 0.0

Total FTEs 2.8 2.8 2.8 0.0
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2008 Organization Chart 

Shown below in Table 3 is the organizational chart for 2009 with the 2008 staffing levels 
allocated to the criteria services division functions to support the Full Member Criteria Services 
division activities for 2009. NPCC criteria services division support remains at 2.8 FTEs from 
2008 to 2009. 

Full Member Criteria Services Division

Table 3 

Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain 
contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform 
regular corporate functions.
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2009 Organization Chart 

Shown below in Table 4 is the organizational chart for 2009 with the 2008 staffing levels 
allocated to criteria services division functions to support the Full Member Criteria Services 
division activities for 2009. NPCC criteria services division support remains at 2.8 FTEs from 
2008 to 2009. 

Full Member Criteria Services Division

Table 4 

Note: NPCC, in its identification of Full Time Equivalents (FTEs), includes both employees, as well as, certain 
contractors and outside professionals who are retained as a matter of effectiveness and efficiency to perform 
regular corporate functions.

2.8

President
& CEO 

0.2 00

0

01

1  0

 0.2 0.1 0.5

0.2 0  0

0.1

Criteria Finance & 
Accounting 

Legal & 
Regulatory 

Technical 
Committees 

and Members� 
Forums 

Training, 
Education & 
Personnel 

Certification

Reliability 
Readiness 

Human
Resources 

Information
Technology 

Situation
Awareness & 
Infrastructure 

Security 

Reliability 
Assessment & 
Performance 

Analysis 

Compliance
&

Organization 
Certification

Administration



Section C � 2009 Criteria Services Budget 

2009 NPCC Business Plan and Budget  76 
Approved � June 24, 2008 and Resubmitted to NERC August 12, 2008 

Working Capital Reserve Analysis 2008 � 2009 

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 228,446

Plus: 2008 BA Funding 655,670
Plus: 2008 Other funding sources (Cash basis)

Less: 2008 Projected Expenses & Capital Expenditures (Cash basis) (672,056)

Projected Working Capital Reserve (Deficit), December 31, 2008 212,060

Desired Working Capital Reserve, December 31, 2009 1 204,142
(20% of Total Criteria Services Division Budget of $1,020,709)

Less:  Projected Funding Balance December 31, 2008 212,060

Increase(decrease) in assessments to achieve desired Working Capital Reserve (7,918)

2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 1,020,708
Less:  Other Funding Sources (Cash Basis)

Adjustment to achieve desired Working Capital Reserve (7,918)
2009 Assessment 1,012,790

Note:  The independent audit report dated April 29, 2008 for NPCC's financial statements dated December 31, 2007
and 2006 included certain adjustments to its financial position as compared to the April 1, 2008 Compliance Filing.
NPCC's regional entity (RE) and criteria services (CS) divisions' 2007 budgets, less adjusted total expenses, left a
total surplus of some $328,629 as compared to the $419,771.  Total cash, cash equivalents and investments for
the year end 2007 were allocated for 2008 in a 90/10 ratio for the RE and CS divisions respectively to establish
beginning cash at January 1, 2008.

1 NPCC Board of Directors at its 4/29/08 meeting determined
that a 20% reserve level remains appropriate

Working Capital Reserve Analysis 2008-2009
Criteria Services Division

Other Non-Operating Expenses 

Table 61

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Interest Expense -$                       -$                       -$                      -$                     -
Office Relocation 2 -                         -                         14,835                  14,835                 -
Cash Reserve Requirement -                         -                         (7,918)                   (7,918)                  -

Total Non-Operating Expenses -$                       -$                       6,917$                  6,917$                 -

1 This table is being provided for the Criteria Services division so that the impact of the adjustment to the working capital reserve is apparent.

2 In addition to the $14,835 cost component, the criteria services division's total office relocation cost of $125,539 (9% of the total one-time move cost
  of $1,394,878) also includes $18,769 of office rent, $22,073 of furniture purchase, $14,400 of equipment purchase, and $55,462 of leasehold improvements.
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Introduction

Total RE Resources 
(in whole dollars) 

                                                2009 Budget                U.S.               Canada              Mexico
Statutory FTEs 44

Non-statutory FTEs 0
Total FTEs 44

Statutory Expenses $11,434,201 $11,434,201
Non-statutory Expenses $0 $0

Total Expenses $11,434,201 $11,434,201
ERO Funding Assessments $8,833,834 $8,833,834

Member Funding Assessments $0 $0
Non-statutory Funding $0 $0

Total Funding Assessments $8,833,834 $8,833,834
NEL 951,148,266 951,148,266

NEL % 100% 100%

Background
ReliabilityFirst Corporation (“ReliabilityFirst) is a not-for-profit company incorporated in the 
state of Delaware and has been authorized by the Federal Energy Regulatory Commission 
(FERC) to operate as a Regional Entity.  As a Regional Entity, ReliabilityFirst performs key 
reliability functions delegated to it by the Electric Reliability Organization (ERO or NERC).  
These functions include: reliability standards development, organization registration and 
certification, compliance assessment and enforcement, assessment of the expected short and 
long-term reliability of the Bulk Power System, readiness evaluations, situational awareness and 
industry training.  ReliabilityFirst is responsible for all parts of the Bulk Power System in 
thirteen states and the District of Columbia. 

ReliabilityFirst performed only those functions delegated to it by the ERO in 2008 and the
organization does not intend to perform any functions outside its ERO delegated activities in 
2009.  Although the corporate Bylaws provide the flexibility to perform such functions, doing so 
would require Board authorization and any such activities would be funded separately from those 
delegated by the ERO and directly by those who benefit from such activities.  As can be seen in 
this business plan, no activities outside the delegated functions are budgeted for and none are 
planned in 2009.

There is no annual fee for ongoing membership in ReliabilityFirst.  As new members join, they 
are required to pay a nominal one-time fee to cover the costs of processing their membership 
application.  This one-time fee currently ranges from $250 for associate and adjunct members to 
$1,000 for regular members and can be waived by the President for good cause. 

In order to properly carry out its ERO delegated functions, the proposed ReliabilityFirst 2009
Business Plan and Budget, has been submitted to NERC for approval.  This Business Plan and 
Budget reflect ReliabilityFirst’s best estimate of the costs it will incur in carrying out its 



Introduction 

2009 ReliabilityFirst Business Plan and Budget  4
Approved by Board of Directors: August 13, 2008 

delegated functions in support of the ERO in 2009 as we know them in the first quarter of 2008. 
The overall budget reflects an 18% increase over that of 2008.  The increase is primarily driven 
by increased staffing in the Compliance department, in response to the expected increased 
activities and demands in performing this critical delegated function.  An area of significant new 
focus will be assessment of Critical Infrastructure Protection performance as compliance 
monitoring and audit activities expand in this area during 2009.  Expenses for all other areas are 
projected to remain relatively flat compared to 2008 levels. 

Membership and Governance
Members 
ReliabilityFirst has an open membership policy that permits full and fair participation of all 
industry stakeholders through their designated representatives.

There are six (6) Industry Sectors: Suppliers, Transmission Companies, Regional 
Transmission Organizations (RTOs), Small Load Serving Entities (LSEs), Medium LSEs 
and Large LSEs. 
There are three (3) Classes of Members: Regular Members, Associate Members and 
Adjunct Members. 
A Regular Member is any entity that has joined an Industry Sector that either (i) has no 
Affiliates or Related Parties that are Members or (ii) is the entity designated to be the 
Regular Member by any related group of Associate Members. 
An Associate Member is any entity that has joined an Industry Sector and is an Affiliate 
or Related Party of a Regular Member.  
An Adjunct Member is any entity that does not qualify to join an Industry Sector but has 
been approved for membership.  Adjunct Members may include Regulatory Participants. 

There are currently 69 members of ReliabilityFirst Corporation; 43 are regular voting, 22 are 
associates and 4 are adjunct. ReliabilityFirst’s foundation has been and continues to be the 
broad, active participation of technical and policy experts representing electricity industry 
stakeholders within the Region who are committed to the reliability of the Bulk Power System. 
ReliabilityFirst believes that extensive use of industry expert resources, combined with a 
competent and independent ReliabilityFirst staff, provides a strong approach to reliability that is 
consistent with the industry self-regulatory model envisioned by Congress in the Energy Policy 
Act of 2005 

Board
ReliabilityFirst Corporation is governed by a hybrid independent and balanced stakeholder 
Board.
  (a) The Board consists of fourteen (14) directors. 
  (b) Eight directors are elected by the Industry Sectors as follows: 

(i)   Suppliers elect two (2) directors; 
(ii)  Transmission Companies elect two (2) directors; 
(iii) RTOs elect one (1) director; 
(iv) Small LSEs elect one (1) director; 
(v)  Medium LSEs elect one (1) director; and 
(vi) Large LSEs elect one (1) director. 

(c) Three (3) directors are at-large. At-large directors are elected by all of the Industry
      Sectors voting together as a single class. 
(d) Three (3) directors are independent from ReliabilityFirst Corporation, any
      Member, Affiliate or Related Party of any Member. Independent directors are  
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      elected by all of the Industry Sectors voting together as a single class. 

Statutory Functional Scope
ReliabilityFirst performs statutory functions in support of the Electric Reliability Organization, 
in accordance with the executed delegation agreement between ReliabilityFirst and the ERO. 
These functions are: 

Active participation in the development of North American reliability standards for the 
Bulk Power System, and as needed development of reliability standards applicable within 
the ReliabilityFirst Region. 
Monitoring and enforcement of approved reliability standards, including the registration 
of responsible entities, and as needed, certification of such entities. 
Assessment of the present and future reliability, adequacy, and security of the Bulk 
Power System. 
Assisting NERC in the readiness evaluation of responsible entities within 
ReliabilityFirst, as well as other regions. 
Promoting effective training and education of personnel, and assisting in the certification 
of operating personnel. 
Promoting situational awareness and the protection of critical infrastructure. 

ReliabilityFirst does not perform any non-statutory functions at this time, although 
ReliabilityFirst may in the future consider providing non-statutory functions from time to time as 
appropriate and as permitted by its Bylaws and applicable statutes and regulations. 

Major 2009 Cost Impacts
Overall, the ReliabilityFirst 2009 operating budget ($11.4M) increased 18% over the 2008 
operating budget ($9.7M).  ReliabilityFirst believes that in 2009 it will continue to realize 
material efficiencies that allow the region to remain an efficient provider of statutory functions.
The following is a list of targeted budget increases to allow ReliabilityFirst to accomplish the 
specific objectives outlined in the business plan.  The most significant increases in the budget are 
a result of increased staffing in the compliance and enforcement area. 

The 2008 budgeted staffing level was 34 FTEs.  At the time of this writing, ReliabilityFirst is 
staffed with 31 FTEs with offers pending to 3 potential employees. The ending projected staffing 
level for 2008 will exceed the budgeted amount by 5 FTEs for a total of 39 FTEs.  The additional 
personnel will be needed in support of the Compliance Monitoring and Enforcement Program (5 
FTEs).

The 2009 budgeted staffing level is 44 FTEs, which increases the staff by 10 FTEs over 2008 
budget or 5 FTEs over year-end 2008 projected levels. Assuming the projected staffing levels are 
attained for 2008 (39 FTEs), the compliance and enforcement area will be adding 5 FTEs in 
2009 and the situational awareness program area will be adding 1 FTE. 

Operating expenses are projected to increase by 14% or $351K over the 2008 budget.  Major 
contributors are Office Costs, Professional Services and Computer Purchases.  The Office Cost 
increases are due to adding a larger Internet connection to support our telecommuters, virtual 
conferencing and compliance website traffic.  The increase in Professional Services represents 
the rise anticipated in legal support associated with compliance and enforcement activities.  The 
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maintenance, modifications and support of new compliance monitoring software represents the 
increase in Computer Purchases. 

Meeting Expenses which include meetings, travel and conference calls reflect a projected 
reduction of 35% or $488K compared to the 2008 budget.  Meetings and travel are expected to 
increase in volume, but by instituting better estimating practices that consider actual costs 
experienced in 2007, the total expected costs are projected to be lower in 2009 than compared to 
2008 budget.  The budget for conference calls is lower from the usage of Voice Over Internet 
Protocol (VOIP). Consultant expenses reflect a reduction of 57% or $300K due to reduced need 
for contractors in the compliance and enforcement area as full time staff is added in this area.
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Detailed Business Plans and Budgets by Program
Details of the planning, operation, review, and adjustment for each program area are included in 
Section A.  The corresponding budget details are shown in Section B. 
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Section A � 2009 Business Plan

Reliability Standards Program

Reliability Standards Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 2.00 2.00 2.00
Total Direct 
Expenses $625,473 $425,796 $529,461

Total Indirect 
Expenses1 $336,918 $347,266 $265,619

Total Expenses $962,391 $773,062 $795,080

Background
Many of the proposed ReliabilityFirst standards development activities and priorities for 
2008/2009 are directly related to the NERC three-year Work Plan for NERC Reliability 
Standards development and the continuing effort of ReliabilityFirst to consolidate legacy 
documents associated with the merged regional councils of - ECAR, MAAC, and MAIN.   

On day one of 2006, ReliabilityFirst began operation with six approved “standards”, as they 
were referred to at the time, developed by the Corporation’s standard development teams in 
accordance with the ReliabilityFirst Board-approved Standards Development Procedure. In 
addition, as stated in Section 16.1 of the Bylaws, ReliabilityFirst decided to continue with the 
“legacy” regional documents as “organization standards” which had been deemed compliant 
with the associated NERC Standards that were in effect at that time.   

During 2006/2007, ReliabilityFirst continued working on existing Board-approved documents, 
(known then as standards), additional Standard Authorization Requests, and enhancing the 
Standards Development Procedure. During this period, six standard drafting teams were in place 
working on additional standards or revisions.  Maintaining constant monitoring of the 
effectiveness of the standards development program, the Board-approved Under Frequency Load 
Shedding (UFLS) standard was rescinded because of a technical omission, while a one-of-a- kind 
Resource Adequacy standard was approved by the Board.  A permanent, balanced Stakeholder 
Standards Committee, replacing the Interim Standards Committee, was responsible for 
developing a revised Standards Development Procedure in mid 2006 that included an enhanced 
interpretation process.  The Standards Development Procedure was also revised in late 2007 in 
response to FERC directives. Many legacy documents were formally retired and only those 
needed to enhance reliability within the ReliabilityFirst footprint were retained. 

Program Description and Functions Performed
The Standards Program staff will continue to provide direction and prioritization of 
ReliabilityFirst initiated Reliability Standards and the associated standard related procedures 
throughout 2009. This will include participation in NERC and other regional standard drafting 

1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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efforts and related working groups, task forces, etc., such as the NERC Regional Reliability 
Standards Working Group (RRSWG) and the Functional Model Working Group (FMWG). 

1) ReliabilityFirst Standards Program staff will continue to volunteer to serve as 
members of NERC Standard Authorization Request (SAR) Drafting Teams. A staff 
member is the requestor of four NERC SARs that are currently under development by 
the NERC Standard Drafting Teams. 

2) ReliabilityFirst Standards Program staff will continue to volunteer to serve as 
members of NERC Standard Drafting Teams (SDT). Currently a staff member is 
either chair or vice-chair of two NERC SDTs and we are participating on five other 
SAR/SDT Teams. 

3) ReliabilityFirst Standards Program staff will continue to volunteer to participate on 
special NERC teams to develop plans and programs related to regional tasks. This 
will include special teams such as the RRSWG which deals with the NERC “fill-in 
the blanks” work plan and established task forces such as the FMWG as well as 
presenting at NERC Workshops such as the Standard Development and LSE 
Workshops.

The ReliabilityFirst Standards Program relies on technical support from both the ReliabilityFirst
staff and stakeholder volunteers for drafting teams.  The teams are facilitated by the Standards 
staff.  Even though more than six standards can be in development at one time, realistically only 
the six highest priority standards will be in the active drafting step at one time so as to not 
exhaust stakeholder and staff resources.  Even with this managed workload, additional standards 
staff assistance may be needed from time to time to provide the proper support for the fluctuating 
standards work.  This will allow staff to effectively facilitate ReliabilityFirst Standard Drafting 
Teams (SDTs) and participate on NERC teams.  This will also allow staff to develop their own 
skills and provide technical resources for ReliabilityFirst and NERC compliance audits. 

The ReliabilityFirst Standards staff will continue to keep the Standards Committee, Board of 
Directors and all stakeholders informed of the progress in the development of ReliabilityFirst
and NERC standards via public announcements, the corporate newsletter, and website postings. 

2009 Areas of Focus
Submit to NERC and subsequently file with FERC any regional standards that are needed 
to support revised NERC Reliability Standards 
Submit to NERC and subsequently file with FERC any regional standards that are not 
addressed by NERC Reliability Standards, yet are required to maintain regional reliability 
of the Bulk Power System. 
Submit to NERC and subsequently file with FERC any regional standards that will be 
needed to provide an “interim” solution to reliability needs in the region until replaced by 
NERC Reliability Standards 

The objectives of the standards program for 2009 are to: 
Prioritize the regional standards drafting effort to align with the timing of NERC 
Reliability Standards revisions 
Modify the regional Standards Development Procedure to align with changing NERC and 
FERC requirements 
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Initiate and coordinate revisions to regional Standards in any stage of development to 
align with NERC and FERC requirements 
Systematically extract requirements from the remaining “legacy” documents for 
developing regional standards and complete the retirement of the “legacy” documents or 
use portions of them in future regional criteria and/or procedures 

Section 215 Regional Entity Reliability Standards Development
The Standards Development Procedure and NERC Standards Development Work Plan are, and 
will be, the basis for regional standards work throughout 2009. Of the four NERC Reliability 
Standards that are expected to require regional standards for support, ReliabilityFirst submitted 
the Operating Reserves standard to NERC in late 2007. ReliabilityFirst expects the Disturbance 
Monitoring and UFLS regional standards to be in place by the end of 2008 with the SPS Review 
regional standard to be completed in 2009.  Although these regional standards will be in place 
prior to the rewrite of the corresponding NERC standards, they will provide interim direction for 
ReliabilityFirst stakeholders.  Since standards staff are active members of the associated NERC 
drafting teams, it is expected that the regional standards in place will influence and streamline 
the direction of the NERC effort.  Any modifications needed in the regional standards will be 
initiated prior to final development of the NERC standards, expected during 2008 – 2009, 
employing the first-hand knowledge of the ReliabilityFirst members on the NERC drafting 
teams.  

In 2009 there will also be regional drafting efforts related to the NERC “fill in the blank” 
standards that NERC may not complete for the next couple of years, such as the MOD generator 
verification standards.  Regional standards will be developed and implemented during the 
interim period pending the completion of these NERC standards.  For example, two interim 
regional standards related to generator data verification and reporting that began in 2007 will be 
completed in 2008/2009 in advance of any associated standard drafting by NERC. 
ReliabilityFirst has an effort underway to retire the existing Automatic Reserve Sharing Standard 
and an effort to revise the Planned Resource Adequacy Assessment Standard which should be 
completed in late 2008.   

The following are standards underway in 2008 with continued or additional effort expected in 
2009:

1) Under Frequency Load Shed Program – Drafting of this standard parallels the 
ReliabilityFirst regional assessment of under frequency load shedding programs, to 
be completed in 2008. Approval of the standard is expected at the end of 2008. Since 
the drafting for the related NERC standard (Project 2007-01) has been initiated, it is 
expected any revisions to the regional standard required by NERC’s activities will be 
initiated as early as the beginning of 2009. 

2) Automatic Reserve Sharing - This is a ReliabilityFirst-approved day one standard. 
An initiative to retire this standard began in late 2007, in response to questions 
regarding whether this standard is needed for Bulk Power System reliability.  It is 
expected that this standard will be retired in late 2008.  In the event that unforeseen 
comments or complications are encountered, additional follow-up work may be 
needed in 2009.
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3) Disturbance Monitoring Equipment – This regional standard is expected to be 
approved in 2008; however, the related NERC standards effort (Project 2007-11) is in 
the drafting phase and is not expected to be completed until mid 2009.  It is expected 
revisions to the regional standard which may be required by NERC’s effort will be 
initiated as early as the beginning of 2009. 

4) Special Protection Systems Review – Development of this regional standard will 
begin in mid-2008 and the standard is anticipated to be approved mid-2009.  This 
standard is related to NERC standards work (Project 2008-04).  It is expected that 
adjustments to the regional standard will be initiated as early as the end of 2009 to 
align with the NERC effort. Development of this regional work may be used to help 
develop and formulate the NERC standard. 

5) Generator Data Verification and Reporting – Drafting of this subject matter began 
in 2007 and will require two regional standards.  This effort is related to NERC 
Reliability Standards MOD-024 and MOD-025 (Projects 2006-05 and 2007-09).
Approval for the regional standards will be staggered from the end of 2008 through 
mid 2009.  Revisions related to NERC work will be staggered accordingly. 

6) Planned Resource Adequacy Assessment - This resource adequacy standard is 
unique to ReliabilityFirst and the Midwest Reliability Organization (MRO) and not 
related to any existing NERC standards. This effort is related to revising the currently 
approved standard to: 1.) Limit enforcement to reserve requirement analysis and 
assignment, 2.) Add significant improvements from ReliabilityFirst experience and 
Midwest Reliability Organization (MRO) development, and 3.) Conform to the 
current ReliabilityFirst Standards Development Procedure and NERC standards 
requirements. Drafting of this standard revision began in 2008 and is not expected to 
be approved until the end of 2008 or beginning of 2009.   

7) Capacity Benefit Margin – Although a regional standard drafting team is in place, its 
work is on hold until work on the related NERC Transfer Capability Standards 
(Project 2006-05) moves forward. Regional efforts may or may not be needed in 
2008, continuing into 2009. 

8) Sub-Regional Adequacy – This transmission related adequacy standard is unique to 
ReliabilityFirst and not related to any existing NERC standards.  This standard is 
based upon pre-existing requirements in one of the legacy regions.  The SAR has 
been written and work will begin in 2009. 

Funding Requirements � Explanation of Increase (Decrease)
Since the ReliabilityFirst standards development program has been and continues to be fully 
engaged with a somewhat intentionally controlled workload, it is expected that the funding in 
2009 will remain on the same track as 2007 and 2008.  
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Staffing Needs

Hiring Plans 
No additional FTEs are needed in 2009 

Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009. 

 Contractors 
Use of contractors is not anticipated in this area in 2009
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Reliability Standards Program
Funding sources and related expenses for the Reliability Standards section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 625,473$      625,473$      -$                  529,461$       (96,012)$              
Membership Dues -               -                   -                      
Testing Fees -               -                   -                      
Services & Software -               -                   -                      
Workshops -               -                   -                      
Interest -               -               -                   -                      
Miscellaneous -               -                   -                      

Total Funding 625,473$      625,473$      -$                  529,461$       (96,012)$              

Expenses
Personnel Expenses

Salaries 278,026$      276,639$      (1,387)$             343,925$       67,286$               
Payroll Taxes 17,361         16,769         (592)                  17,526          757                     
Benefits 32,018         26,208         (5,810)               30,186          3,978                   
Retirement Costs 42,636         46,099         3,463                51,264          5,165                   

Total Personnel Expenses 370,041$      365,715$      (4,326)$             442,901$       77,186$               

Meeting Expenses
Meetings 115,200$      28,361$        (86,839)$           53,000$        24,639$               
Travel 124,860        30,405         (94,455)             32,000          1,595                   
Conference Calls 15,372         1,315           (14,057)             1,560            245                     

Total Meeting Expenses 255,432$      60,081$        (195,351)$          86,560$        26,479$               

Operating Expenses
Consultants -$             -$             -$                  -$              -$                    
Contracts -               -               -                   -               -                      
Office Rent -               -               -                   -               -                      
Office Costs -               -               -                   -               -                      
Professional Services -               -               -                   -               -                      
Computer Purchase & Maintenance -               -               -                   -               -                      
Furniture & Equipment -               -               -                   -               -                      
Miscellaneous -               -               -                   -               -                      
Contingency -               -               -                   -               -                      

Total Operating Expenses -$             -$             -$                  -$              -$                    

Other Non-Operating Expenses -$             -$             -$                  -$              -$                    

Total Expenses 625,473$      425,796$      (199,677)$          529,461$       103,665$             

Change in Assets -$             199,677$      199,677$           -$              (199,677)$            

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan section of this document: 

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits, and savings and retirement expenses for 2 FTEs for the 
2008 projection and 2 FTEs for the 2009 budget. Staff resources are used to direct the 
ReliabilityFirst drafting teams and support the NERC drafting and development teams as 
defined in the business plan. 

Meeting Expenses 
Meeting, staff travel, and conference call expenses in support of the ReliabilityFirst and 
NERC drafting teams. 

Operating Expenses 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Compliance Monitoring and Enforcement and Organization 
Registration and Certification Program

Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program Resources 

(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 12.00 18.00 23.00
Total Direct 
Expenses

$3,374,181 $3,378,890 $5,099,328

Total Indirect 
Expenses $2,021,511 $3,125,392 $3,054,613

Total Expenses $5,395,692 $6,504,282 $8,153,941

Background
2009 represents a major transition for the ReliabilityFirst Compliance Monitoring and 
Enforcement Program (CMEP).  It will be the first full year that ReliabilityFirst will implement 
the compliance program requirements as a Regional Entity under the ERO with mandatory 
enforcement authority in place, including the expectations set forth in the Regional Delegation 
Agreement between NERC and ReliabilityFirst. Under the ERO (NERC), ReliabilityFirst will 
have the authority to enforce compliance with approved Reliability Standards on all owners, 
operators, and users of the Bulk Power System within the Region. Personnel will be prepared 
and tools will be put in place to fully implement the compliance program functions under NERC.  
The ReliabilityFirst compliance staff will support and/or participate in NERC designated 
compliance and organization certification committees and working groups as requested.  

In its third year of operation, ReliabilityFirst will be expanding its efforts to effectively carry out 
its ERO-delegated compliance monitoring and enforcement, organization registration and 
certification activities.  Compliance related information/data collection, analysis, audits, 
investigations, assessments, enforcement case management, and reporting to NERC will be used 
to satisfy all monitoring and enforcement requirements of FERC and other regulatory authorities. 
Established processes will be used for the collection of compliance-related information.  
Training will be required for all compliance auditors through the ERO Training and Education 
function, which is intended to assure consistent assessments with competent and unbiased 
compliance auditors to support regional and NERC audit activities. Supplemental auditor 
training and certification may be conducted by ReliabilityFirst. Violation case management will 
be performed respecting the due process rights of all Registered Entities and will be applied in a 
fair and consistent manner. 

Program Description and Functions Performed
ReliabilityFirst will monitor and identify alleged violations of Reliability Standards through a 
variety of processes including: 

Self-certification and self-reporting by owners, operators, and users of the Bulk Power 
System, including reports of both specific incidents and events.  
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Investigations of complaints received from other owners, operators, and users of the Bulk 
Power System and other persons and entities interested in the reliable operation of the Bulk 
Power System, including government entities. 

Compliance violation investigations associated with significant system disturbances or events 
whenever a ReliabilityFirst or NERC initiated investigation team is activated. 

Compliance audits of the Reliability Standard requirements applicable to the functions of the 
registered owners, operators, and users of the Bulk Power System.  Spot checking individual 
standard requirements will also be performed as validation to self-certifications and follow 
up activities. 

Data submittals for standard requirements to support studies, modeling, and seasonal 
assessments. 

Exception reporting to assess compliance to Reliability Standards. 

Begin the initial steps of monitoring the Critical Infrastructure Protection standards and 
prepare for the auditing of these standards beginning July of 2009 and beyond. 

To facilitate ReliabilityFirst compliance monitoring and enforcement activities, all owners, 
operators, and users of the Bulk Power System will be required to register with ReliabilityFirst
for the functions that are applicable to their organizations. ReliabilityFirst will update 
organization registration information on a regular basis and submit it to NERC, who will 
maintain the official compliance registry. Registration of organizations responsible to comply 
with the standards will be reviewed on a regular basis.  Certification of organizations performing 
primary reliability responsibilities is expected to begin for key registered functions. 

2009 Areas of Focus

a.   Implementation of ReliabilityFirst delegated Compliance Monitoring and      
Enforcement Program (CMEP) responsibilities, which will include but are not limited to 
the following: 

1) Establish and prepare staff to achieve maximum effectiveness, inter- and intra-
regional consistency and requisite due diligence in monitoring and assessments, data 
and status reporting, enforcement actions, settlement activities, and hearing 
proceedings with regard to compliance to Reliability Standards.

2) Assure timely mitigation of all violations of Reliability Standards. Mitigation plans 
will be assessed for effectiveness and reasonableness of implementation (including 
the time to complete) and will be tracked to closure.  Tracking will include requiring 
the Registered Entity to provide regular status updates regarding the implementation 
of the accepted plan including when significant milestones are achieved, if the 
Registered Entity begins to fall behind the accepted mitigation plan timeline or any 
significant change in status.  In all cases, status updates will be required at least every 
ninety (90) days until the mitigation plan is completed. The Registered Entity is 
required to certify successful completion at the conclusion of the mitigation plan.  
Also, ReliabilityFirst may ask for additional evidence to support the determination of 
a successful completion of the accepted mitigation plan and ReliabilityFirst may elect 
to perform an on-site review as verification. 
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3) Conduct thorough and formal compliance audits on a three-year cycle of the 
RC/BA/TOP/TO functional entities and local control centers (LCCs) within the 
region.  Spot-checks, as a form of audit, will also be performed to confirm self-
certifications, self reports, and the status of mitigation plans.  Audit teams will consist 
of staff, contractors, and NERC personnel, with FERC oversight. Industry volunteers 
will not serve on audit teams. These audits will review 12 to 15 entities per year with 
60 to 70 total functions evaluated. 

 RC – Reliability Coordinator 
BA – Balancing Authority 
TOP – Transmission Operator 
TO – Transmission Owner 

4) Conduct thorough and formal compliance audits of small entities on a six-year cycle, 
which will include the following registered functions: 
GO/GOP/LSE/PSE/DP/RP/PA/TP/TSP.  These audits will include both site visits and 
off-site reviews.  Approximately 60 entities will be reviewed annually with 100 to 
120 total standard requirements evaluated. 

GO – Generator Owner 
 GOP Generator Operator

LSE – Load Serving Entity 
PSE – Purchasing-Selling Entity 
DP – Distribution Provider 
RP – Resource Planner 
PA – Planning Authority 
TP – Transmission Planner 
TSP – Transmission Service Provider  

5) Conduct initial violation fact and circumstance reviews and communication activities, 
settlements, hearings, and participate as necessary in any appeals to NERC or 
regulatory agencies for alleged violations that are contested. 

6) Review all enforcement actions for consistent application of penalties for violations 
of Reliability Standards. 

7) Manage all compliance activities in an unbiased, fair, and consistent manner, 
affording all Registered Entities appropriate due process. 

b. Provide training for compliance auditors: 

1) Assure all auditors receive and meet all auditor training requirements. 

2) Assure that the program is delivered to all ReliabilityFirst staff and contractors 
participating in compliance audits.  

c. Develop and enhance processes, databases, and reporting tools for accurate tracking and 
reporting of alleged and confirmed violations of reliability standards, penalty and 
sanction actions, settlements, hearings, disposition of all violations, and mitigation plans. 



Section A � 2009 ReliabilityFirst Business Plan 

2009 ReliabilityFirst Business Plan and Budget  18 
Approved by Board of Directors: August 13, 2008 

d. Maintain reporting relationship with NERC and establish processes and procedures to 
report violations, levy penalties and sanctions, and track mitigation plans and settlement 
actions for violations. 

1) Report all alleged violations of Reliability Standards to NERC. 

2) Prepare and distribute notices of proposed penalty findings associated with 
compliance violations. 

e. Enhance reporting of violations of Reliability Standards to the ReliabilityFirst Board 
Compliance Committee and NERC. 

1) Report all violations of Reliability Standards for which investigation, decision, and 
hearing processes have been completed, including the identity of the organizations 
involved in those violations. 

2) Identify trends pertaining to problem areas, entities that may require additional 
follow-up review, and communicate any lessons learned with other Registered 
Entities while protecting confidentiality as required by NERC Rules of Procedure. 

f. Monitor and assess that ReliabilityFirst has adequately addressed and can satisfy the 
requirements for compliance with those NERC standards for which ReliabilityFirst is 
currently accountable. 

g. Support the development of the compliance elements for all new or revised Reliability 
Standards within the ReliabilityFirst and NERC Standards Program.  Support NERC 
standards drafting teams as resources are available. 

h. Provide the necessary information regarding all financial penalties to support the 
collection and disbursement of the penalty funds. 

i. Develop a plan for an independent audit or self assessment of the ReliabilityFirst CMEP 
in 2009 to evaluate the success and effectiveness of the program in achieving its mission. 

Funding Requirements � Explanation of Increase (Decrease)
The compliance department’s current workload is exceeding the available resources and this 
workload is not anticipated to subside in future years, but rather grow. Increased staffing will 
cause the funding requirements to grow.   

Staffing Needs

Hiring Plans 
Through the second half of 2008, 5 additional compliance staff personnel are 
expected to be hired.  These positions were identified as a contingency action 
in the 2008 budget.  An additional 5 positions are designated to be hired 
throughout 2009.  The availability of properly experienced applicants may 
impact our ability to hire additional staff, both in the latter part of 2008 and in 
2009.  Many avenues are being considered in finding appropriate candidates, 
including non traditional skill sets outside of the direct utility industry.  Some 
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of the areas of focus will be for experience in legal case management, critical 
infrastructure knowledge, data management, and engineering or operational 
backgrounds with planning knowledge. 
The current workload in the compliance department is exceeding the available 
resources and the company has been forced to use contractors for overflow 
work.  The number of Registered Entities that must be audited, mitigation plan 
review and follow-up, violation investigation, settlement proceedings, and 
administration of the compliance process all have seen heavy increases in 
activity and this workload is not anticipated to subside in future years, but 
rather to grow.  For these reasons, the additional resources identified above 
are necessary in order for proper completion of this very important delegated 
function.

Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009.

Contractors
Contractors may be utilized to supplement staff in the areas of audits, 
investigations, and other resource intense activities, whenever workload 
exceeds the capabilities of the permanent staff. 
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Compliance Enforcement and Organization Registration and Certification 
Program
Funding sources and related expenses for the Compliance Enforcement and Organization 
Registration and Certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 3,374,181$ 3,374,181$ -$                 5,099,328$   1,725,147$           
Membership Dues -              -                   -                      
Testing Fees -              -                   -                      
Services & Software -              -                   -                      
Workshops -              -                   -                      
Interest -              -              -                   -                      
Miscellaneous -              -                   -                      

Total Funding 3,374,181$ 3,374,181$ -$                 5,099,328$   1,725,147$           

Expenses
Personnel Expenses

Salaries 1,506,988$ 1,875,502$ 368,514$          2,993,674$   1,118,172$           
Payroll Taxes 101,825       124,674       22,849              176,380       51,706                 
Benefits 216,555       244,540       27,985              382,744       138,204               
Retirement Costs 231,642       325,680       94,038              496,310       170,630               

Total Personnel Expenses 2,057,010$ 2,570,396$ 513,386$          4,049,108$   1,478,712$           

Meeting Expenses
Meetings 41,600$       5,000$         (36,600)$           10,000$       5,000$                 
Travel 452,502       233,858       (218,644)           399,500       165,642               
Conference Calls 9,540           516              (9,024)               720              204                     

Total Meeting Expenses 503,642$      239,374$      (264,268)$         410,220$      170,846$             

Operating Expenses
Consultants 313,529$      69,120$       (244,409)$         120,000$      50,880$               
Contracts -              -              -                   -              -                      
Office Rent -              -              -                   -              -                      
Office Costs -              -                   -              -                      
Professional Services 500,000       500,000       -                   520,000       20,000                 
Computer Purchase & Maintenance -              -              -                   -              -                      
Furniture & Equipment -              -              -                   -              -                      
Miscellaneous -              -              -                   -              -                      
Contingency -              -              -                   -              -                      

Total Operating Expenses 813,529$      569,120$      (244,409)$         640,000$      70,880$               

Other Non-Operating Expenses -$             -$                 -$                    

Total Expenses 3,374,181$ 3,378,890$ 4,709$              5,099,328$   1,720,438$           

Change in Assets -$             (4,709)$        (4,709)$             -$             4,709$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance Enforcement and Organization Registration and Certification
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan section of this document. 

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits, and savings and retirement expenses for 18 FTEs for the 
2008 projection and 23 FTEs for the 2009 budget.  The FTE difference from 2008 
projection to 2009 budget includes 5 FTE's that have been deemed necessary to 
effectively implement the compliance program to over 350 Registered Entities. Staff 
resources are used to support the objectives of the Compliance Enforcement Program as 
defined in the business plan. To avoid past budgeting inaccuracies, all additional 
employees are not budgeted to start on the same date (i.e. January 1, 2009). Rather, the 
addition of staff has been staged over 2009 and the personnel expenses reflect this phased 
approach.
Professional development costs for training for specific job skills and any other 
professional certification requirements. 

Meeting Expenses 
Meeting, staff travel and conference call expenses in support of the Compliance 
Monitoring and Enforcement Program, and, Organization Registration and Certification 
Program have all been considered in developing the budget requirements. 

Operating Expenses 
ReliabilityFirst utilizes staff and independent contractors to perform all compliance 
activities.  Increased costs in this area are directly related to the increased number of 
audits and all other activities required to be performed across 350 plus Registered 
Entities. 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Reliability Readiness Evaluation and Improvement Program

Reliability Readiness Evaluation and Improvement Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 1.00 1.00 0
Total Direct 
Expenses

$205,824 $173,389 $0

Total Indirect 
Expenses

$168,459 $173,633 $0

Total Expenses $374,283 $347,022 $0

Background
NERC has eliminated the Reliability Readiness Evaluation and Improvement Program.  2009 
will be a transition year, during which open Readiness recommendations in the Region will be 
monitored to their completion and a reduced set of Evaluations will take place.  Consequently, 
ReliabilityFirst has eliminated the Reliability Readiness Evaluation and Improvement Program 
funding requirements, FTE count, and activities from the 2009 Business Plan and Budget.  
ReliabilityFirst resources required to support any remaining required activities of this NERC 
program are assumed to be minimal and will be absorbed by existing ReliabilityFirst staff. 

Funding Requirements � Explanation of Increase (Decrease)
The Readiness Evaluation Program has been eliminated for 2009. ReliabilityFirst resources 
required to support any remaining required activities of this NERC program are assumed to be 
minimal and will be absorbed by existing ReliabilityFirst staff.  

Staffing Needs

Hiring Plans 
None.

Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009.

Contractors
ReliabilityFirst does not expect to use contractors to support the Readiness 
Evaluation Function.  However, if there is a need to support NERC in the staffing 
of these evaluations with a representative from ReliabilityFirst, contractor support 
will be considered.

Reliability Readiness Evaluations and Improvement Program
Funding sources and related expenses for the reliability readiness audits and improvement 
section of the 2009 business plan are shown in the table below. 
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2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 205,824$      205,824$      -$                 -$             (205,824)$            
Membership Dues -              -                   -              -                      
Testing Fees -              -                   -              -                      
Services & Software -              -                   -              -                      
Workshops -              -                   -              -                      
Interest -              -              -                   -              -                      
Miscellaneous -              -                   -              -                      

Total Funding 205,824$      205,824$      -$                 -$             (205,824)$            

Expenses
Personnel Expenses

Salaries 125,582$      111,550$      (14,032)$           -$             (111,550)$            
Payroll Taxes 8,485           7,910           (575)                 -              (7,910)                  
Benefits 14,746         14,025         (721)                 -              (14,025)                
Retirement Costs 19,303         18,306         (997)                 -              (18,306)                

Total Personnel Expenses 168,116$      151,791$      (16,325)$           -$             (151,791)$            

Meeting Expenses
Meetings -$             -$                 -$             -$                    
Travel 37,708         21,598         (16,110)             -              (21,598)                
Conference Calls -              -                   -              -                      

Total Meeting Expenses 37,708$       21,598$       (16,110)$           -$             (21,598)$              

Operating Expenses
Consultants -$             -$             -$                 -$             -$                    
Contracts -              -                   -              -                      
Office Rent -              -                   -              -                      
Office Costs -              -                   -              -                      
Professional Services -              -                   -              -                      
Computer Purchase & Maintenance -              -                   -              -                      
Furniture & Equipment -              -                   -              -                      
Miscellaneous -              -                   -              -                      
Contingency -              -                   -              -                      

Total Operating Expenses -$             -$             -$                 -$             -$                    

Other Non-Operating Expenses -$             -$             -$                 -$             -$                    

Total Expenses 205,824$      173,389$      (32,435)$           -$             (173,389)$            

Change in Assets -$             32,435$       32,435$            -$             (32,435)$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Readiness Evaluation and Improvement
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan section of this document. 

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
The Readiness Evaluation Program has been eliminated for 2009. ReliabilityFirst
resources required to support any remaining required activities of this NERC program are 
assumed to be minimal and will be absorbed by existing ReliabilityFirst staff. 

Meeting Expenses 
See Personnel Expenses above. 

Operating Expenses 
.  The program has been eliminated with no FTEs consequently; no operating costs will 
be allocated. 
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Training, Education, and Operator Certification Program

Training, Education, and Operator Certification Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs .25 .05 .05
Total Direct 
Expenses

$89,626 $64,947 $102,582

Total Indirect 
Expenses

$42,115 $8,682 $6,640

Total Expenses $131,741 $73,629 $109,222

Background
The ReliabilityFirst Training and Education Program for 2009 will address the areas of 
ReliabilityFirst Board of Director’s training and industry workshops for membership covering 
topics such as the ReliabilityFirst Standards Development and Compliance Monitoring and 
Enforcement Program.  Individual training needs or personal development of ReliabilityFirst
staff are identified by the separate functional areas and coordinated under the ReliabilityFirst
Training and Education Program, but the expenses for that training are included in each 
department’s budget. 

Program Description and Functions Performed
The Training, Education, and Operator Certification Program area focuses on providing relevant 
training to entities operating in the ReliabilityFirst region. This training is structured to provide 
timely information in a concise format to enable participation at all levels within an organization. 

2009 Areas of Focus

Board of Directors Training
Per the Bylaws of ReliabilityFirst, The Board of Directors will receive training annually to keep 
current with activities within the ReliabilityFirst footprint and to stay abreast of changes 
affecting the industry. This training will be conducted at times convenient to the members of the 
Board and will be prepared and presented primarily by ReliabilityFirst staff, normally in 
conjunction with a regularly scheduled Board of Directors meeting. 

Industry Workshops
In 2009, ReliabilityFirst will continue to offer workshops focused on keeping members abreast 
of the activities of ReliabilityFirst and other activities that may affect ReliabilityFirst members.  
The workshops will be geared toward enhancing understanding of the evolution of the industry 
as a result of the Energy Policy Act of 2005 and of ReliabilityFirst programs such as Standards 
Development and the Compliance Monitoring and Enforcement Program.   Some of these 
workshops may require a registration fee from attendees to minimize the budgetary impact to 
ReliabilityFirst.  Workshops to be conducted in 2009 include: 

Compliance Monitoring and Enforcement Program workshops to promote an 
understanding of the program as it continues to evolve under the ERO. 
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Open forums to provide insight into new standards developed and approved by the 
industry, both NERC and ReliabilityFirst, changes in the Compliance Monitoring and 
Enforcement Program, or other topics requested by members/Registered Entities. 

Updates to the base case development process used for developing computer models used 
to perform reliability assessments. 

Funding Requirements � Explanation of Increase (Decrease)
In preparing the 2008 Business Plan and Budget for the Training, Education and Operator 
Certification program, it was assumed that coordination of individual staff training, as 
well as relevant training for entities within ReliabilityFirst, would be coordinated in the 
Training, Education and Operator Certification program. In preparing the 2009 Business 
Plan and Budget, the decision was made to delegate overall responsibility for individual 
staff-member training to the respective manager/director. This change, in conjunction 
with the discussion of Shared Employees (below), results in a reduction of personnel 
expenses funding requirements for the Training, Education and Operator Certification 
program area. 

Staffing Needs

Hiring Plans 
For the reasons discussed above, no additional employees are proposed to support 
the Training, Education and Operator Certification program in 2009.

Shared Employees 
Staffing for this program area is achieved through the sharing of one staff member 
with the Situation Awareness program area. For 2008, the allocation of time for 
this employee was estimated to be 25% to Training and 75% to Situation 
Awareness. Due to changes in the management of personnel training, moving 
responsibility for this to the respective program area, this allocation has changed. 
For the remainder of 2008 and for 2009, the allocation of this shared employee is 
now 5% to Training and 95% to Situation Awareness. 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009. 

 Contractors 
Use of contractors is not anticipated in this area in 2009.
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Training, Education, and Operator Certification Program
Funding sources and related expenses for the training, education, and operator certification 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 89,626$       89,626$       -$                 102,582$      12,956$               
Membership Dues -              -                   -              -                      
Testing Fees -              -                   -              -                      
Services & Software -              -                   -              -                      
Workshops -              -                   -              -                      
Interest -              -              -                   -              -                      
Miscellaneous -              -                   -              -                      

Total Funding 89,626$       89,626$       -$                 102,582$      12,956$               

Expenses
Personnel Expenses

Salaries 41,326$       26,770$       (14,556)$           8,695$         (18,075)$              
Payroll Taxes 2,265           439              (1,826)               770              331                     
Benefits 3,725           255              (3,470)               348              93                       
Retirement Costs 6,315           2,483           (3,832)               2,769           286                     

Total Personnel Expenses 53,631$       29,947$       (23,684)$           12,582$       (17,365)$              

Meeting Expenses
Meetings 31,900$       31,000$       (900)$                88,000$       57,000$               
Travel 4,095           4,000           (95)                   2,000           (2,000)                  
Conference Calls -              -              -                   -              -                      

Total Meeting Expenses 35,995$       35,000$       (995)$                90,000$       55,000$               

Operating Expenses
Consultants -$             -$             -$                 -$             -$                    
Contracts -              -              -                   -              -                      
Office Rent -              -              -                   -              -                      
Office Costs -              -              -                   -              -                      
Professional Services -              -              -                   -              -                      
Computer Purchase & Maintenance -              -              -                   -              -                      
Furniture & Equipment -              -              -                   -              -                      
Miscellaneous -              -              -                   -              -                      
Contingency -              -              -                   -              -                      

Total Operating Expenses -$             -$             -$                 -$             -$                    

Other Non-Operating Expenses -$             -$             -$                 -$             -$                    

Total Expenses 89,626$       64,947$       (24,679)$           102,582$      37,635$               

Change in Assets -$             24,679$       24,679$            -$             (24,679)$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training, Education and Operator Certification



Section B � 2009 ReliabilityFirst Budget 

2009 ReliabilityFirst Business Plan and Budget  28 
Approved by Board of Directors: August 13, 2008 

Summary of 2008 and 2009 Budgeted Funding and Expenses

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits, and savings and retirement expenses for 2009 are 
budgeted for .05 FTE.  Staff resources are used to support the objectives of the Training, 
Education, and Operator Certification Program as defined in the business plan. As 
explained in the discussion of Shared Employees for Training, Education, and Operator 
Certification, the adjustment to the allocation of FTEs results in a reduction of Personnel 
Expenses for this program area. 

Meeting Expenses 
Staff travel and conference call expenses in support of the regional training activities.
Due to the changes made in staff allocation for this program area, travel-related meeting 
expenses are projected to be lower in 2009 than 2008. However, ReliabilityFirst foresees 
a need for additional regional training events in 2009, particularly in the area of 
Compliance Enforcement. The additional training events, coupled with increasing costs 
to host meetings, results in an overall increase in 2009 Training and Education meeting 
expenses.

Operating Expenses 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Reliability Assessment and Performance Analysis Program

Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 6.00 5.50 5.50
Total Direct 
Expenses

$1,419,811 $1,022,140 $985,605

Total Indirect 
Expenses

$1,010,755 $954,981 $730,451

Total Expenses $2,430,566 $1,977,121 $1,716,056

Background
In support of the ERO and Rules of Procedure, Section 800, ReliabilityFirst staff will 
independently analyze, assess, and report on the reliability and adequacy of the Bulk Power 
System within its footprint in the past, present, and future.  This includes performance of 
seasonal, near-term and long-term resource and transmission assessments, special investigations 
as warranted, analysis of system disturbances, and collection and dissemination of reliability 
data.

Program Description and Functions Performed
Assessments of Reliability Performance 

a. Perform short-term resource adequacy assessments per NERC Rules of Procedure 
Section 800 and NERC Standards MOD-016, TPL-005, and TPL-006. 

b. Perform long-term resource adequacy assessments per NERC Rules of Procedure Section 
800 and NERC Standards MOD-016, TPL-005, and TPL-006. 

c. Perform seasonal (summer and winter) transmission assessments for the region per 
NERC Rules of Procedure Section 800 and NERC Standards TPL-005, and TPL-006. 

d. Perform near-term (1 through 5 years into the future) transmission assessments for the 
region per NERC Rules of Procedure Section 800 and NERC Standards TPL-005, and 
TPL-006.

e. Perform long-term (5 through 10 years into the future) transmission assessments for the 
region per NERC Rules of Procedure Section 800 and NERC Standards TPL-005, and 
TPL-006.

f. Produce ReliabilityFirst assessments for the NERC Reliability Assessment 
Subcommittee’s seasonal and long-term reports per NERC Rules of Procedure Section 
800 and NERC Standard TPL-006. 

g. Conduct dynamic assessments as needed for the region per NERC Standards PRC-006, 
PRC-012, TPL-005, and TPL-006. 
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h. Work with neighboring Regional Entities to perform seasonal, near-term, and long-term 
transmission assessments in all three forums of the inter-regional forums for the Eastern 
Interconnection Reliability Assessment Group (ERAG) per NERC Standards TPL-005, 
and TPL-006. 

Model Development to Conduct Assessments 

a. Develop power flow base case models for the region per NERC Standards MOD-011 and 
MOD-014 - Eastern Interconnection Reliability Assessment Group (ERAG) – 
Multiregional Modeling Working Group (MMWG) effort. 

b. Develop power flow base case models for the region per NERC Standards MOD-011 and 
MOD-014 (regional and interregional efforts). 

c. Develop dynamic base case models for the region per NERC Standards MOD-013 and 
MOD-015 (ERAG MMWG effort). 

d. Develop dynamic base case models for the region per NERC Standards MOD-013 and 
MOD-015 (regional and interregional efforts). 

Reporting Requirements 

a. Submit regional load, capacity, and transmission data and power flow base cases annually 
for the DOE EIA-411 report. 

b. Submit regional power flow data annually for the FERC 715 report. 

c. Report to the Public Utilities Commission of Ohio. 

Other Requirements and Activities 

a. Continue to actively participate in the Eastern Interconnection Reliability Assessment 
Group.

b. Support the NERC Transmission Availability Data System (TADS) objectives.  A 
regional staff person has been designated as a coordinator to collect, review, and 
disseminate data. 

c. Conduct initial and periodic Special Protection System (SPS) reviews as required in 
NERC Standards PRC-012, PRC-013, and PRC-014. 

d. Conduct initial and periodic Under Frequency Load Shed (UFLS) reviews as required in 
NERC Standard PRC-006. 

e. Conduct any initial and periodic Under Voltage Load Shed (UVLS) reviews. 

f. Conduct any additional initial and periodic zone 3 protective relay exception reviews. 
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g. Conduct system disturbance and post-mortem analyses. 

h. Coordinate disturbance reporting as required in NERC Standard EOP-004. 

i. Coordinate disturbance monitoring equipment placement as required in NERC Standard 
PRC-002.

j. Provide support to analyze protective relay miss operation information as required in 
NERC Standard PRC-003. 

k. Conduct methodology reviews (ATC/TTC/CBM/TRM) as required in NERC Standards 
MOD-001 through MOD-009. 

l. Develop and maintain a regional Bulk Power System facilities map. 

a. Develop and maintain a linear contingency database for transmission assessment studies. 

Events Analysis and Information Exchange Objectives 

The ReliabilityFirst Major Disturbance Analysis Task Force (MDATF) and ReliabilityFirst staff 
have the responsibility to analyze any disturbances as directed by the Reliability Committee and 
in cooperation with NERC.  This activity will be coordinated and facilitated by staff, with proper 
ties to the compliance department in instances for which potential violations of reliability 
standards were contributory to the disturbance.

Benchmarking Objectives 

The ReliabilityFirst Power Flow Model Contact Group (PFMCG) and Dynamic Model Contact 
Group (DMCG) have the responsibility to address any benchmarking objectives as directed by 
the Reliability Committee.

2009 Areas of Focus
The areas of focus for this function are to annually complete the summer, winter, and long-term 
assessment reports on time and provide an independent assessment of the state of the Bulk Power 
System.   The summer assessments should be completed by mid-May, the winter assessments 
should be completed by mid-November, and the long-term assessments should be completed in 
October.  The series of power flow and dynamic models are built annually and updated prior to 
performing the seasonal and long-term studies needed for the assessments.  Data for NERC and 
government reporting will be submitted to each organization by the respective due dates. This 
area of focus also includes active participation in ERAG forums to perform seasonal 
transmission assessments and build power flow and dynamic models. 

Another major area of focus is to analyze any disturbances that may occur.  ReliabilityFirst will 
fully cooperate with NERC to analyze any disturbances that may occur. 
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Funding Requirements � Explanation of Increase (Decrease)
Since the Reliability Assessment and Performance Analysis Program has been and continues to 
be fully engaged with a somewhat intentionally controlled workload, it is expected that the 
funding in 2009 will remain on the same track as 2007 and 2008. 

Staffing Needs
Salary, payroll taxes, benefits, and savings and retirement expenses for 5.5 FTEs are anticipated 
for the 2008 projection and 2009 budget.  Staff resources are used to support the objectives of the 
Reliability Assessment and Performance Analysis Program as defined in the business plan.  The 
decrease of 0.5 FTE is attributable to the relocation of this FTE to the Member Forum function.  
History of time spent has dictated that this 0.5 FTE has been needed to facilitate the Member 
Forums. 

Hiring Plans  
No additional FTEs are needed in 2009.

Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009.
There are five of the five and a half FTEs designated for this function that are 
expected to participate in the NERC Readiness Evaluation function. 

Contractors
Outside contractors may be utilized on an as-needed basis.  The ERAG forum will 
continue to use contractors to develop its series of power flow and dynamic 
models and each region involved will share in the cost of these services.
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Reliability Assessment and Performance Analysis Program
Funding sources and related expenses for the reliability assessment and performance analysis 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,419,811$ 1,419,811$ -$                 985,605$      (434,206)$            
Membership Dues -              -                   -              -                      
Testing Fees -              -                   -              -                      
Services & Software -              -                   -              -                      
Workshops -              -                   -              -                      
Interest -              -              -                   -              -                      
Miscellaneous -              -                   -              -                      

Total Funding 1,419,811$ 1,419,811$ -$                 985,605$      (434,206)$            

Expenses
Personnel Expenses

Salaries 738,772$      588,971$      (149,801)$         637,059$      48,088$               
Payroll Taxes 50,699         37,749         (12,950)             39,535         1,786                   
Benefits 98,559         58,896         (39,663)             73,404         14,508                 
Retirement Costs 113,777       97,713         (16,064)             105,407       7,694                   

Total Personnel Expenses 1,001,807$ 783,329$      (218,478)$         855,405$      72,076$               

Meeting Expenses
Meetings 62,612$       35,000$       (27,612)$           24,000$       (11,000)$              
Travel 165,653       48,150         (117,503)           40,000         (8,150)                  
Conference Calls 14,739         661              (14,078)             1,200           539                     

Total Meeting Expenses 243,004$      83,811$       (159,193)$         65,200$       (18,611)$              

Operating Expenses
Consultants 175,000$      155,000$      (20,000)$           65,000$       (90,000)$              
Contracts -              -              -                   -              -                      
Office Rent -              -              -                   -              -                      
Office Costs -              -                   -              -                      
Professional Services -              -              -                   -              -                      
Computer Purchase & Maintenance -              -              -                   -              -                      
Furniture & Equipment -              -              -                   -              -                      
Miscellaneous -              -              -                   -              -                      
Contingency -              -              -                   -              -                      

Total Operating Expenses 175,000$      155,000$      (20,000)$           65,000$       (90,000)$              

Other Non-Operating Expenses -$             -$                 -$                    

Total Expenses 1,419,811$ 1,022,140$ (397,671)$         985,605$      (36,535)$              

Change in Assets -$             397,671$      397,671$          -$             (397,671)$            

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis
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Summary of 2008 and 2009 Budgeted Funding and Expenses

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits, and savings and retirement expenses for 5.5 FTEs for the 
2008 projection and 2009 budget.  Staff resources are used to support the objectives of 
the Reliability Assessment and Performance Analysis Program as defined in the business 
plan.

Meeting Expenses 
Meeting, staff travel, and conference call expenses in support the committees, 
subcommittees, working group, and task forces, currently in place to assess and report on 
the adequacy of the Bulk Power System. These groups consist of the: 

o Transmission Performance Subcommittee (TPS) – provides a transmission 
owner/planner forum to address any transmission planning and/or performance 
issues.  This would include transmission assessments, outages, maps, notification, 
etc. 

o Power Flow Model Contact Group (PFMCG) – provides power flow model 
data for ERAG MMWG and other regional base case model building efforts.  

o Dynamic Model Contact Group (DMCG) – provides dynamic model data for 
ERAG MMWG and other regional dynamic base case model building efforts. 

o Resource Assessment Subcommittee (RAS) – provides a generation resource 
forum to conduct and assess the resource adequacy of the region.  This includes 
the use and collection of demand, demand side management, and transaction data. 

Operating Expenses 
Expenses associated with the Eastern Interconnection Reliability Assessment Group 
(ERAG) Multiregional Modeling Working Group (MMWG) and Management 
Committee are the responsibilities of the Regional Entities within the Eastern 
Interconnection. The Regional Entities will pay their pro rata share of ERAG and 
MMWG expenses. 

ERAG expenses (ReliabilityFirst pro rata share):: 

 MMWG/ERAG Work ($65,000) 
 Consultants to support in event analysis ($10,000). 

Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Situational Awareness and Infrastructure Security Program

Situational Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs .75 .95 1.95
Total Direct 
Expenses

$243,238 $240,510 $400,924

Total Indirect 
Expenses

$126,344 $164,951 $258,978

Total Expenses $369,582 $405,461 $659,902

Background
With the finalization of the Department of Homeland Security (DHS) National Infrastructure 
Protection Plan and the Sector Specific Plan for the Energy Sector in early 2007, Situation 
Awareness and Infrastructure Security (SAIS) continues to receive more focus.  The 
ReliabilityFirst SAIS activity continues to evolve to provide the tools and information required 
by the ReliabilityFirst staff and stakeholders to promote infrastructure protection. 

Program Description and Functions Performed

The Situation Awareness and Infrastructure Security program area focuses on supporting the 
ReliabilityFirst staff and Registered Entities in understanding potential threats to the electricity 
sector, implementation of reliability standards developed to reinforce infrastructure security, and 
maintaining an awareness of conditions on the Bulk Power System. 

2009 Areas of Focus

a. Support the activities of the ReliabilityFirst Critical Infrastructure Protection 
Subcommittee (CIPS).  This subcommittee of the ReliabilityFirst Reliability Committee 
is populated by volunteers from stakeholders.  These volunteers represent expertise in the 
disciplines of cyber security, physical security, and operations.  The CIPS maintains 
liaison with the NERC Critical Infrastructure Protection Committee.  The CIPS provides 
a forum for exchange of information and current events concerning Infrastructure 
Protection.

b. Support/oversee compliance of ReliabilityFirst staff resources to the NERC Cyber 
Security Standards (CIP-002 – CIP-009). 

c. Provide information to the members of ReliabilityFirst on issues related to critical 
infrastructure protection, including alerts and advisories issued by the U.S. Department of 
Homeland Security and the Electric Sector Information Sharing and Analysis Center 
operator by NERC. 

d. Provide the tools and data necessary for ReliabilityFirst staff to monitor the health of the 
Bulk Power System as directed by the ReliabilityFirst Board of Directors. 
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e. Maintain and test business continuity/disaster recovery and pandemic plans for the 
ReliabilityFirst office and staff. 

f. Assist stakeholders with implementing measures to comply with Reliability Standards 
dealing with critical infrastructure protection. 

g. Support the ReliabilityFirst Compliance Monitoring and Enforcement Program by 
participating in audits that include assessment of compliance to the NERC Cyber Security 
Standards (CIP-002 – CIP-009.) 

h. Provide support to ReliabilityFirst media spokespersons. 

Support the ReliabilityFirst Critical Infrastructure Protection Subcommittee
In late 2006, ReliabilityFirst stakeholders formed the regional Critical Infrastructure Protection 
Subcommittee (CIPS).  This subcommittee reports to the ReliabilityFirst Reliability Committee.  
The purpose of the CIPS is to share information concerning critical infrastructure protection 
(CIP) and to promote CIP within the ReliabilityFirst region.  During 2009, SAIS will support the 
CIPS through scheduling and facilitation of subcommittee meetings and dissemination of 
messages, alerts, and warnings from NERC and DHS. 

Support/oversee ReliabilityFirst staff resources compliance to the NERC Cyber 
Security Standards (CIP-002 – CIP-009)
ReliabilityFirst is committed to complying with the NERC Cyber Security Standards. The 
Situation Awareness and Infrastructure Security program area will continue to provide training, 
guidance, and oversight to the ReliabilityFirst Information Technology area in achieving 
compliance to these standards.

Provide information on CIP-related Issues
This involves dissemination of information from agencies such as the Electricity Sector 
Information Sharing and Analysis Center (ES-ISAC), the U.S. Department of Homeland 
Security, and others containing information on events or suspected events representing potential 
threats to the electricity sector. 

To accomplish this objective, ReliabilityFirst staff must be identified to the U.S. Department of 
Homeland Security and the ES-ISAC as individuals authorized to receive these communications.  
The communications can then be forwarded to selected representatives of ReliabilityFirst
member companies. 

ReliabilityFirst staff will continue working with other members of the NERC Critical 
Infrastructure Protection Committee to develop a robust messaging system for dissemination of 
CIP-related messages to the appropriate target audience. This will involve working with the 
Registered Entities within the ReliabilityFirst region to identify the appropriate individual(s) at 
each entity to receive these messages. 
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Monitor the health of the Bulk Power System (BPS)
The use of situational awareness tools is at the discretion of the ReliabilityFirst Board of 
Directors. If the Board directs the ReliabilityFirst staff to employ these tools, this task involves 
gaining access to several NERC Operating Reliability Data support services that provide real-
time or near-real-time status of the Bulk Power System.  These services include the Reliability 
Coordinator Information System (RCIS), System Data eXchange (SDX), and Area Control Error 
(ACE) and Abnormal Frequency System Monitoring.  These tools allow the ReliabilityFirst staff 
to monitor the health of the BPS and to review data at the time of a system event. 

Implementation of these tools requires authorization from NERC to gain access to the services.  
The RCIS and SDX services are available via Internet connected computers.  ACE/Abnormal 
Frequency data requires a dedicated system to receive information from the NERC service.  In 
addition to use for monitoring the health of the BPS, these tools also provide information useful 
to the ReliabilityFirst compliance enforcement staff in ensuring compliance to reliability 
standards. 

Maintain and Test Business Continuity/Disaster Recovery and Pandemic Plans 
for the ReliabilityFirst Office
A business continuity plan deals with the ability to continue business functions in a degraded 
situation such as the loss of corporate assets including office space or computer assets.  Disaster 
recovery deals with a more complete loss of access to corporate assets due to a large-scale event 
such as a tornado or blackout.  A pandemic plan focuses on business continuity in the face of a 
declared pandemic.  Due to the potential nature of a pandemic, special steps must be taken to 
permit continued operation with reduced staff availability. 

To ensure staff understanding and the adequacy of these plans, it is necessary to periodically test 
them.  During 2009, tabletop exercises will be used to test the effectiveness and adequacy of 
these plans.  Lessons learned during these tabletop exercises will then be used to improve the 
plans and address deficiencies. 

Assist members to comply with NERC and ReliabilityFirst Standards Dealing with 
Critical Infrastructure Protection
In 2008, ReliabilityFirst members will continue progress toward compliance with the NERC 
Cyber Security Standards (CIP-002 – CIP-009).  ReliabilityFirst SAIS staff will be available to 
answer questions concerning these standards and will sponsor regional workshops as needed to 
foster the exchange of ideas and solutions developed by the member companies. 

Provide support to ReliabilityFirst media spokespersons
To assist ReliabilityFirst in keeping abreast of activities affecting the industry, a 
Communications Coordinator will be added to the SAIS staff. This position will monitor 
activities such as FERC rulings to inform staff of issues of interest. This position will also assist 
in keeping the ReliabilityFirst web content current and relevant. The goal is to more timely alert 
staff to developments of interest. 

Funding Requirements � Explanation of Increase (Decrease)
The funding the situational awareness program is projected to increase due to an increase in 
staffing.
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Staffing Needs

Hiring Plans 
One new employee will be hired in the first quarter of 2009 to fill the newly created 
position of Communications Coordinator. This person will, among other things, assist 
in the review of corporate documents and the preparation of responses to media 
inquiries, provide administrative support to the ReliabilityFirst Corporate Secretary, 
and monitor the media and other sources for articles or regulatory actions relevant to 
the industry. 

Shared Employees 
Staffing for this program area is achieved through the sharing of one staff member 
with the Training, Education, and Operator Certification program area. For 2008, the 
allocation of time for this employee was estimated to be 25% to Training and 75% to 
Situation Awareness. Due to changes in the management of personnel training, 
moving responsibility for this to the respective program area, this allocation has 
changed. For the remainder of 2008 and for 2009, the allocation of this shared 
employee is now 5% to Training and 95% to Situation Awareness. 
ReliabilityFirst does not intend to perform any functions outside its ERO delegated 
activities in 2009; therefore there are no shared employees between statutory and non-
statutory functions in 2009. 

Contractors
Use of contractors is not anticipated in this area in 2009
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Situational Awareness and Infrastructure Security Program
Funding sources and related expenses for the situation awareness and infrastructure security 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 243,238$      243,238$      -$                 400,924$      157,686$             
Membership Dues -              -                   -              -                      
Testing Fees -              -                   -              -                      
Services & Software -              -                   -              -                      
Workshops -              -                   -              -                      
Interest -              -              -                   -              -                      
Miscellaneous -              -                   -              -                      

Total Funding 243,238$      243,238$      -$                 400,924$      157,686$             

Expenses
Personnel Expenses

Salaries 123,977$      154,534$      30,557$            267,806$      113,272$             
Payroll Taxes 6,796           8,342           1,546                15,749         7,407                   
Benefits 20,425         10,637         (9,788)               22,083         11,446                 
Retirement Costs 18,946         25,935         6,989                44,226         18,291                 

Total Personnel Expenses 170,144$      199,448$      29,304$            349,864$      150,416$             

Meeting Expenses
Meetings 48,600$       13,264$       (35,336)$           16,000$       2,736$                 
Travel 24,015         27,761         3,746                35,000         7,239                   
Conference Calls 479              36               (443)                 60               24                       

Total Meeting Expenses 73,094$       41,062$       (32,032)$           51,060$       9,998$                 

Operating Expenses
Consultants -$             -$             -$                 -$             -$                    
Contracts -              -              -                   -              -                      
Office Rent -              -              -                   -              -                      
Office Costs -              -              -                   -              -                      
Professional Services -              -              -                   -              -                      
Computer Purchase & Maintenance -              -              -                   -              -                      
Furniture & Equipment -              -              -                   -              -                      
Miscellaneous -              -              -                   -              -                      
Contingency -              -              -                   -              -                      

Total Operating Expenses -$             -$             -$                 -$             -$                    

Other Non-Operating Expenses -$             -$                 -$                    

Total Expenses 243,238$      240,510$      (2,728)$             400,924$      160,414$             

Change in Assets -$             2,728$         2,728$              -$             (2,728)$                

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situational Awareness and Infrastructure Security
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Summary of 2008 and 2009 Budgeted Funding and Expenses

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits, and savings and retirement expenses for 2009 are 
budgeted based on 1.95 FTEs for this program area. Staff resources are used to support 
the objectives of the Situation Awareness and Infrastructure Security Program as defined 
in the business plan per the allocation of shared employees and the projected addition of 
one employee to this program area. 

Meeting Expenses 
Meeting, staff travel and conference call expenses in support of Regional 
committee/subcommittee and NERC committees and working groups in place to support 
the Situational Awareness and Infrastructure Security Program. This includes expenses 
for four quarterly meetings of the NERC Critical Infrastructure Protection Committee 
(CIPC) and the ReliabilityFirst Critical Infrastructure Protection Subcommittee 
respectively, as well as CIPC working group meetings and the ReliabilityFirst and NERC 
Board meetings. 

Operating Expenses 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Administrative Services

Technical Committees and Members� Forums

Technical Committees and Members� Forum 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 2.50 3.00 3.00
Total Direct 
Expenses

$518,670 $494,094 $568,526

Background

The 2008 ReliabilityFirst Business Plan and Budget presented the Technical Committees and 
Members’ Forums as a separate cost center.  To provide continued consistency with NERC’s 
2009 Business Plan and Budget format, ReliabilityFirst’s 2009 Business Plan and Budget will 
integrate Technical Committees and Members’ Forums into Administrative Services.  The 
stakeholders are the source of expertise in the industry and provide the technical knowledge and 
opinions on reliability matters of the Bulk Power System. 

 The ReliabilityFirst Reliability Committee (RC) was established to provide the general advice 
and guidance for all the regional technical activities and to provide various technical forums for 
members.  This Committee has a substructure of subcommittees, contact groups, and task forces 
to carry out its responsibilities.

Program Description and Functions Performed

The organizational groups listed below provide necessary technical advice and assistance to the 
Reliability Committee and ReliabilityFirst staff.  The groups also act as a point of contact for 
stakeholders for the collection and dissemination of specific technical information and data. 

a. Critical Infrastructure Protection Subcommittee (CIPS) – provides a forum to address 
cyber security, physical security, and operations security. More information is contained in the 
Situational Awareness and Infrastructure Security section of this document.  

b. Generator Subcommittee (GS) – provides a generator owner/operator forum to addresses 
generator issues.

c. Operations Subcommittee (OS) – provides a Bulk Power System operations-related forum 
to address operator and/or system operations related issues.   

d. Protection Subcommittee (PS) – provides a system protection forum to address protective 
relay and control issues including both generator and transmission protection.   

e. Transmission Performance Subcommittee (TPS) – provides a transmission owner/planner 
forum to address any transmission planning and/or performance issues.  This would include 
transmission assessments, outages, maps, notification, etc. 
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f. Vegetation Management Subcommittee (VMS) – provides a vegetation management 
forum to address related issues. 

g. Power Flow Model Contact Group (PFMCG) – provides power flow model data for 
ERAG MMWG and other regional base case model building efforts.  

h. Dynamic Model Contact Group (DMCG) – provides dynamic model data for ERAG 
MMWG and other regional dynamic base case model building efforts. 

i. Major Disturbance Analysis Task Force (MDATF) – assists ReliabilityFirst staff to 
analyze major system disturbances in a timely manner.

2009 Areas of Focus
The areas to focus on in 2009 are to facilitate the Member Forums activities in a timely manner, 
as stated in detail in the above section.  The success of ReliabilityFirst depends upon the active 
and direct participation of industry stakeholders, including members.  

Funding Requirements � Explanation of Increase (Decrease)
During 2008, an increase in payroll and benefits is attributable to one vacant FTE position being 
filled in the middle of 2007.  That FTE position had been previously budgeted, but had been 
vacant. The increase of 0.5 FTE is also attributable to the relocation of this FTE from the 
Reliability Assessment and Performance Analysis function.  History of time spent has dictated 
that this 0.5 FTE has been needed to facilitate the Member Forums. 

Staffing Needs

Hiring Plans
No additional FTEs are needed in 2009.

Shared Employees  
ReliabilityFirst does not intend to perform any functions outside its ERO delegated 
activities in 2009; therefore there are no shared employees between statutory and non-
statutory functions in 2009.
There are two of the three FTEs designated for this function that are expected to 
participate in the NERC Readiness Evaluation function.

Contractors
Outside contractors may be used on an as-needed basis.  Contractors may be needed 
if an ad hoc study would be required during the year for additional technical 
assistance, or if the ReliabilityFirst staff or Member Forums do not have the needed 
technical expertise or knowledge to perform an analysis or complete an unforeseen, 
yet necessary, project. 
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Technical Committees and Member Forums
Funding sources and related expenses for the Members’ Forums section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 518,670$      518,670$      -$                 568,526$      49,856$               
Membership Dues -              -                   -              -                      
Testing Fees -              -                   -              -                      
Services & Software -              -                   -              -                      
Workshops -              -                   -              -                      
Interest -              -                   -              -                      
Miscellaneous -              -                   -              -                      

Total Funding 518,670$      518,670$      -$                 568,526$      49,856$               

Expenses
Personnel Expenses

Salaries 307,821$      326,573$      18,752$            357,276$      30,703$               
Payroll Taxes 21,125         22,570         1,445                23,589         1,019                   
Benefits 41,066         26,474         (14,592)             26,595         121                     
Retirement Costs 47,407         53,953         6,546                58,866         4,913                   

Total Personnel Expenses 417,419$      429,570$      12,151$            466,326$      36,756$               

Meeting Expenses
Meetings 26,088$       17,876$       (8,212)$             32,000$       14,124$               
Travel 69,022         45,987         (23,035)             59,000         13,013                 
Conference Calls 6,141           661              (5,480)               1,200           539                     

Total Meeting Expenses 101,251$      64,524$       (36,727)$           92,200$       27,676$               

Operating Expenses
Consultants -$             -$             -$                 10,000$       10,000$               
Contracts -              -              -                   -              -                      
Office Rent -              -              -                   -              -                      
Office Costs -              -              -                   -              -                      
Professional Services -              -              -                   -              -                      
Computer Purchase & Maintenance -              -              -                   -              -                      
Furniture & Equipment -              -              -                   -              -                      
Miscellaneous -              -              -                   -              -                      
Contingency -              -              -                   -              -                      

Total Operating Expenses -$             -$             -$                 10,000$       10,000$               

Other Non-Operating Expenses -$             -$                 -$                    

Total Expenses 518,670$      494,094$      (24,576)$           568,526$      74,432$               

Change in Assets -$             24,576$       24,576$            -$             (24,576)$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums
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Summary of 2008 and 2009 Budgeted Funding and Expenses

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits, and savings and retirement expenses for 3.0 FTEs for the 
2008 projection and 3.0 for the 2009 budget.  Staff resources are used to support the 
objectives of the Technical Committees and Member Forums as defined in the business 
plan.

Meeting Expenses 
Meetings, staff travel and conference call expenses in support of the Technical 
Committees and Member Forums. 

Operating Expenses 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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General and Administrative

General and Administrative 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 2.00 2.00 2.00
Total Direct 
Expenses

$1,718,427 $1,763,293 $1,882,105

Functional Description

The general and administrative department consists of the President and his Executive Assistant.  
Responsibilities include oversight and management of all ReliabilityFirst Corporation's 
activities, interaction with the Board of Directors and other Regional Entity Management 
Groups, managing the relationships with governmental agencies, regulators, Members, 
stakeholders, and other industry organizations. 

Funding Requirements � Explanation of Increase (Decrease)

Funding requirements are flat compared to 2007-2008 levels, after considering anticipated merit 
salary increases.

Staffing Needs

Hiring Plans 
No additional FTEs are needed in 2009

 Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009.

Contractors
Use of contractors is not anticipated in this area in 2009.
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General and Administrative
Funding sources and related expenses for the general and administrative section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,638,427$   1,638,427$ -$                 (718,262)$ (2,356,689)$          
Membership Dues -              -                   -$             -                      
Testing Fees -              -                   -$             -                      
Services & Software -              -                   -$             -                      
Workshops -              -                   -$             -                      
Interest 80,000         264,165       184,165            80,000$       (184,165)              
Miscellaneous -              -                   -$             -                      

Total Funding 1,718,427$   1,902,592$ 184,165$          (638,262)$ (2,540,854)$          

Expenses
Personnel Expenses

Salaries 357,355$      343,256$ (14,099)$           410,984$ 67,728$               
Payroll Taxes 18,453         13,955         (4,498)               14,626         671                     
Benefits 89,303         29,068         (60,235)             36,413         7,345                   
Retirement Costs 53,936         55,577         1,641                85,092         29,515                 

Total Personnel Expenses 519,047$      441,856$ (77,191)$           547,115$ 105,259$             

Meeting Expenses
Meetings 41,685$       62,222$       20,537$            65,600$       3,378$                 
Travel 73,755         31,969         (41,786)             40,000         8,031                   
Conference Calls 5,720           144              (5,576)               240              96                       

Total Meeting Expenses 121,160$      94,336$       (26,824)$           105,840$ 11,504$               

Operating Expenses
Consultants 39,000$       18,701$       (20,299)$           -$             (18,701)$              
Contracts -              -                   -              -                      
Office Rent 270,000       294,000       24,000              311,000       17,000                 
Office Costs 134,870       72,981         (61,889)             54,650         (18,331)                
Professional Services 569,350       797,907       228,557            823,000       25,093                 
Computer Purchase & Maintenance -              -              -                   -              -                      
Furniture & Equipment 50,000         25,000         (25,000)             20,500         (4,500)                  
Miscellaneous 15,000         18,512         3,512                20,000         1,488                   
Contingency -              -              -                   -              -                      

Total Operating Expenses 1,078,220$   1,227,102$ 148,882$          1,229,150$ 2,048$                 

Other Non-Operating Expenses -$             -$                 -$             -$                    

Total Expenses 1,718,427$   1,763,293$ 44,866$            1,882,105$ 118,812$             

Change in Assets -$             139,299$ 139,299$          (2,520,367)$ (2,659,666)$          

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative
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Summary of 2008 and 2009 Budgeted Funding and Expenses

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. Additional 
funding is from interest on cash balances. 

Personnel Expenses 
Salary, payroll taxes, benefits and savings and retirement expenses for 2 FTEs. 

Meeting Expenses 
Meeting, travel and conference call expenses in support of the corporation, including 
meetings of the Board and Annual Meetings of Members. 

Operating Expenses 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center.
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Legal and Regulatory

Legal and Regulatory 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 0 0 0
Total Direct 
Expenses

0 0 0

Functional Description

ReliabilityFirst Corporation currently uses outside counsel to assist with our legal and regulatory 
matters, because this is the most cost effective and effective option at this time.  Future activities 
may dictate a shift in this philosophy as the needs and costs in this area are re-evaluated. All 
charges for corporate and regulatory matters are collected within Professional Services contained 
in the appropriate function. 
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Legal and Regulatory
Funding sources and related expenses for the Legal and Regulatory section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments -$                 -$                    
Membership Dues -                   -                      
Testing Fees -                   -                      
Services & Software -                   -                      
Workshops -                   -                      
Interest -                   -                      
Miscellaneous -                   -                      

Total Funding -$             -$             -$                 -$             -$                    

Expenses
Personnel Expenses

Salaries -$                 -$                    
Payroll Taxes -                   -                      
Benefits -                   -                      
Retirement Costs -                   -                      

Total Personnel Expenses -$             -$             -$                 -$             -$                    

Meeting Expenses
Meetings -$                 -$                    
Travel -                   -                      
Conference Calls -                   -                      

Total Meeting Expenses -$             -$             -$                 -$             -$                    

Operating Expenses
Consultants -$                 -$                    
Contracts -                   -                      
Office Rent -                   -                      
Office Costs -                   -                      
Professional Services -                   -                      
Computer Purchase & Maintenance -                   -                      
Furniture & Equipment -                   -                      
Miscellaneous -                   -                      
Contingency -                   -                      

Total Operating Expenses -$             -$             -$                 -$             -$                    

Other Non-Operating Expenses -$                 -$                    

Total Expenses -$             -$             -$                 -$             -$                    

Change in Assets -$             -$             -$                 -$             -$                    

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Legal and Regulatory
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Summary of 2008 and 2009 Budgeted Funding and Expenses

Funding Sources 

Personnel Expenses 

Meeting Expenses 

Operating Expenses 
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Information Technology

Information Technology 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 4.00 4.20 4.20
Total Direct 
Expenses

$1,007,092 $2,177,212 $1,467,606

Background
ReliabilityFirst Corporation relies on Information Technology (IT) to support the entire staff to 
achieve our reliability mission. The IT organization currently maintains, but is not limited to: 

- Data Center 
- Website Hosting
- Telecommuter Support
- Voice Over Internet Protocol
- Virtual Meeting and Conferencing 
- Email 
- Desktop Support 
- Information Security 

Program Description and Functions Performed
IT provides the foundational computer networks, systems, and tools that drive day-to-day 
business processes and ensures that these information assets meet ReliabilityFirst Corporation’s 
existing and future needs. Responsibilities encompass a variety of complex technical, 
administrative, and supervisory work in the development, installation, and maintenance of 
information technology systems.   

2009 Areas of Focus
- Establishing and directing the strategic long-term goals, policies, and procedures of 

ReliabilityFirst’s Information Technology department, which complement 
ReliabilityFirst’s strategic goals and reliability mission. 

- Assessing ReliabilityFirst’s evolving business environment and recommending technology 
solutions to drive productivity, efficiency, and effectiveness. 

- Planning and implementing organization-wide information systems, services, and network 
facilities, including local area networks, wide-area networks, and peripheral systems to 
meet the needs of a diverse user base, both internal and external to ReliabilityFirst.

- Ensuring all information systems are functional and secure, and that all applications running 
on these systems meet business requirements for performance, availability, and security. 

- Creating and managing an information security program aimed at reducing risk to 
acceptable levels. 

- Achieve compliance with the NERC Cyber Security Standards CIP-002–CIP-009 by June 
30, 2009 which will ensure that the integrity, security and confidentiality of our data are 
maintained. 

- Assist the compliance department when performing CIP Standards audits. 
- Continue the development, integration, and expansion of databases and applications into a 

unified company-wide Information Management System. This system will ultimately feed 
active content to the ReliabilityFirst web site. 
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- Introduce collaboration tools to allow for the ready flow of information between 
applications and between users. 

- Enhance IT infrastructure to better support a growing staff in multiple locations. 
- Enhance telecommunications networks for increased throughput and redundancy. 

Funding Requirements � Explanation of Increase (Decrease)
Funding requirements are projected to increase due to due to the purchase and maintenance of 
compliance software. 

Staffing Needs

Hiring Plans 
ReliabilityFirst had 4 FTE’s budgeted for 2008 for the IT department. However, 
due to reorganization, the IT staff has actually dropped to 3.2 FTE’s.  The 
department is expected to hire another IT person in 2008 to fill the void left by the 
reorganization.  This would increase the staff to 4.2 FTE’s.

Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009.

Contractors
Contractors will be utilized on an as-needed basis.  ReliabilityFirst will use 
contractors to supplement staff only when absolutely necessary.  ReliabilityFirst’s 
policy is to perform IT activities in-house to the greatest extent possible.



Section B � 2009 ReliabilityFirst Budget 

2009 ReliabilityFirst Business Plan and Budget  53 
Approved by Board of Directors: August 13, 2008 

Information Technology
Funding sources and related expenses for the information technology section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,007,092$   1,007,092$   -$                 1,467,606$   460,514$             
Membership Dues -              -                   -              -                      
Testing Fees -              -                   -              -                      
Services & Software -              -                   -              -                      
Workshops -              -                   -              -                      
Interest -              -                   -              -                      
Miscellaneous -              -                   -              -                      

Total Funding 1,007,092$   1,007,092$   -$                 1,467,606$   460,514$             

Expenses
Personnel Expenses

Salaries 381,506$      294,933$      (86,573)$           402,465$      107,532$             
Payroll Taxes 32,190         23,661         (8,529)               30,153         6,492                   
Benefits 71,244         75,434         4,190                90,142         14,708                 
Retirement Costs 59,092         55,914         (3,178)               68,661         12,747                 

Total Personnel Expenses 544,032$      449,942$      (94,090)$           591,421$      141,479$             

Meeting Expenses
Meetings -$             300$            300$                 300$            (0)$                      
Travel 31,355         15,752         (15,603)             12,000         (3,752)                  
Conference Calls 240              -              (240)                 20               20                       

Total Meeting Expenses 31,595$       16,052$       (15,543)$           12,320$       (3,732)$                

Operating Expenses
Consultants -$             50,000$       50,000$            33,000$       (17,000)$              
Contracts -              -              -                   -              -                      
Office Rent -              -              -                   -              -                      
Office Costs 112,100       206,185       94,085              288,090       81,905                 
Professional Services -              -              -                   -              -                      
Computer Purchase & Maintenance 319,365       1,455,032     1,135,667         542,775       (912,257)              
Furniture & Equipment -              -              -                   -              -                      
Miscellaneous -              -              -                   -              -                      
Contingency -              -              -                   -              -                      

Total Operating Expenses 431,465$      1,711,217$   1,279,752$        863,865$      (847,352)$            

Other Non-Operating Expenses -$             -$                 -$                    

Total Expenses 1,007,092$   2,177,212$   1,170,120$        1,467,606$   (709,606)$            

Change in Assets -$             (1,170,120)$ (1,170,120)$       -$             1,170,120$           

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Information Technology
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Summary of 2008 and 2009 Budgeted Funding and Expenses

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits and savings and retirement expenses for 4.2 FTEs. 
Currently personnel are at 3.2 FTEs, it is anticipated to hire an additional staff member 
within 2008 to support the new compliance software. It is projected to maintain a staff of 
4.2 FTEs for 2009.  

Meeting Expenses 
Meetings, staff travel and conference call expenses in support of Information 
Technology.

Operating Expenses 
Operating expenses are projected to increase due to the purchase and maintenance of 
compliance software.  This software will help the compliance staff perform efficient 
tracking of self certifications, compliance issue and document storage and will also 
streamline compliance reporting and tracking for our Registered Entities. 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Human Resources

Human Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 1.50 1.40 1.40
Total Direct 
Expenses

$170,760 $175,857 $206,396

Background
ReliabilityFirst realizes that talented, experienced employees are its greatest resource, and that 
finding, nurturing, and developing that talent is one of our most important tasks. That is why 
ReliabilityFirst maintains one full time and one part-time employee devoted to facilitating our 
human resource needs.   

Functional Description
By the end of 2009, ReliabilityFirst will have assembled a staff of 46 qualified management, 
professional, and technical employees with the expertise necessary to serve our stakeholders and 
to support the ERO by properly carrying out our delegated functions. 

The Human Resources department will design, plan, and implement human resources policies 
and procedures, including staffing, compensation, benefits, and employee relations, in adherence 
with all applicable federal and state laws.  Human resource policies are made available to all 
employees through the corporate intranet. 

2009 Areas of Focus
Recruit highly skilled and excellent employees. 
Provide training programs and career development. 
Review and manage employee benefits. 
Develop complete employee handbook. 
Review succession plans and employee retention plans. 

Funding Requirements � Explanation of Increase (Decrease)
Funding requirements are flat compared to 2007-2008 levels, after considering anticipated merit 
salary increases. 

Staffing Needs

Hiring Plans 
No additional FTEs are needed in 2009

 Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009.
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 Contractors 
Use of contractors is not anticipated in this area in 2009.
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Human Resources
Funding sources and related expenses for the human resources section of the 2009 business plan 
are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 170,760$      170,760$      -$                 206,396$      35,636$               
Membership Dues -                   -              -                      
Testing Fees -                   -              -                      
Services & Software -                   -              -                      
Workshops -                   -              -                      
Interest -                   -              -                      
Miscellaneous -                   -              -                      

Total Funding 170,760$      170,760$      -$                 206,396$      35,636$               

Expenses
Personnel Expenses

Salaries 117,460$      123,453$      5,993$              132,444$      8,991$                 
Payroll Taxes 11,700         8,316           (3,384)               8,711           395                     
Benefits 21,142         7,521           (13,621)             9,935           2,414                   
Retirement Costs 18,318         20,567         2,249                27,006         6,439                   

Total Personnel Expenses 168,620$      159,857$      (8,763)$             178,096$      18,239$               

Meeting Expenses
Meetings -$             -$             -$                 -$             -$                    
Travel 2,140           -              (2,140)               -              -                      
Conference Calls -              -                   -              -                      

Total Meeting Expenses 2,140$         -$             (2,140)$             -$             -$                    

Operating Expenses
Consultants -$             -$                 -$             -$                    
Contracts -              -                   -              -                      
Office Rent -              -                   -              -                      
Office Costs -              -                   -              -                      
Professional Services 16,000         16,000              28,300         12,300                 
Computer Purchase & Maintenance -              -                   -              -                      
Furniture & Equipment -              -                   -              -                      
Miscellaneous -              -                   -              -                      
Contingency -              -                   -              -                      

Total Operating Expenses -$             16,000$       16,000$            28,300$       12,300$               

Other Non-Operating Expenses -$                 -$                    

Total Expenses 170,760$      175,857$      5,097$              206,396$      30,539$               

Change in Assets -$             (5,097)$        (5,097)$             -$             5,097$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Human Resources
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Summary of 2008 and 2009 Budgeted Funding and Expenses
Funding Sources 

Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Salary, payroll taxes, benefits and savings and retirement expenses for 1.4 FTEs. 

Meeting Expenses 
Meetings, staff travel and conference call expenses in support of Human Resource. 

Operating Expenses 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Finance and Accounting

Finance and Accounting 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 2.00 0.9 0.9
Total Direct 
Expenses

$291,154 $164,449 $191,668

Functional Description
The Finance and Accounting department will work with the ERO and all ReliabilityFirst cost 
centers to produce an annual ReliabilityFirst budget and business plan that adequately support its 
delegated functions.

In support of the ERO’s funding/collection mechanism, ReliabilityFirst will annually collect and 
supply the ERO with a list of Load Serving Entities (LSE) within the ReliabilityFirst
Corporation footprint and their associated Net Energy to Load (NEL) data as mandated by the 
Federal Energy Regulatory Commission. 

2009 Areas of Focus
ReliabilityFirst will work with all Regional Entities through the Regional Entity 
Budget Group (REBG) to provide consistency in budget submittals to the ERO and to 
FERC and to coordinate LSE/NEL collection efforts to alleviate any potential double 
counting of LSE/NEL information. 
This department will provide all ReliabilityFirst cost centers, the Board of Directors, 
and the ERO with financial clarity and understanding of ReliabilityFirst’s financial 
position.
The Finance and Accounting department will direct the overall financial plans and 
accounting practices of the organization; oversee treasury, accounting, budget, tax, 
audit activities, and financial and accounting system controls and standards. 
Participate with NERC on the Regional Entity true-up filing. 
Institute a cost collecting mechanism which will help control costs and build a more 
effective budget. 
Establish program specific expense tracking systems. 
Provide advice from the financial perspective on contracts into which the 
organization may enter. 

Funding Requirements � Explanation of Increase (Decrease)
Funding requirements are expected to decrease compared to 2007-2008 levels. 

Staffing Needs

Hiring Plans 
No additional FTE's are needed in 2009.  
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 Shared Employees 
ReliabilityFirst does not intend to perform any functions outside its ERO 
delegated activities in 2009; therefore there are no shared employees between 
statutory and non-statutory functions in 2009.

 Contractors 
Use of contractors is not anticipated in this area in 2009. 
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Finance and Accounting
Funding sources and related expenses for the accounting and finance section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 291,154$      291,154$      -$                 191,668$      (99,486)$              
Membership Dues -              -                   -              -                      
Testing Fees -              -                   -              -                      
Services & Software -              -                   -              -                      
Workshops -              -                   -              -                      
Interest -              -                   -              -                      
Miscellaneous -              -                   -              -                      

Total Funding 291,154$      291,154$      -$                 191,668$      (99,486)$              

Expenses
Personnel Expenses

Salaries 173,726$      95,629$       (78,097)$           101,603$      5,974$                 
Payroll Taxes 15,848         6,242           (9,606)               6,538           296                     
Benefits 33,661         5,961           (27,700)             8,818           2,857                   
Retirement Costs 27,224         16,053         (11,171)             17,009         956                     

Total Personnel Expenses 250,459$      123,885$      (126,574)$         133,968$      10,083$               

Meeting Expenses
Meetings -$             -$             -$                 700$            700$                    
Travel 5,695           5,564           (131)                 9,000           3,436                   
Conference Calls -              -              -                   -              -                      

Total Meeting Expenses 5,695$         5,564$         (131)$                9,700$         4,136$                 

Operating Expenses
Consultants -$             -$             -$                 -$             -$                    
Contracts -              -              -                   -              -                      
Office Rent -              -              -                   -              -                      
Office Costs -              -              -                   -              -                      
Professional Services 35,000         35,000         -                   48,000         13,000                 
Computer Purchase & Maintenance -              -              -                   -              -                      
Furniture & Equipment -              -              -                   -              -                      
Miscellaneous -              -              -                   -              -                      
Contingency -              -              -                   -              -                      

Total Operating Expenses 35,000$       35,000$       -$                 48,000$       13,000$               

Other Non-Operating Expenses -$             -$                 -$                    

Total Expenses 291,154$      164,449$      (126,705)$         191,668$      27,219$               

Change in Assets -$             126,705$      126,705$          -$             (126,705)$            

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Finance and Accounting
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Summary of 2008 and 2009 Budgeted Funding and Expenses 

Funding Sources 
Funding for this activity in 2009 is provided through assessments to LSEs or designees 
(mandatory in the United States), as it is a statutory, delegated function. 

Personnel Expenses 
Staffing levels are reduced from 2 FTEs to 0.9 FTE due to sharing 1 FTE with IT and 
reducing the full-time staff accountant to part-time. Salary, payroll taxes, benefits and 
savings and retirement expenses for 0.9 FTE. 

Meeting Expenses 
Meetings and staff travel expenses in support of Finance and Accounting. 

Operating Expenses 
Operating costs are (comprised of office rent, office costs, furniture & equipment, and 
miscellaneous) contained solely in the General and Administrative cost center. 
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Section B — 2009 Budget 

2008 Budget and Projection and 2009 Budget Comparisons

Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 9,584,256$        9,584,256$        -$                  8,833,834$        (750,422)$            
Membership Dues -                   -                   -                    -                   -                      
Testing Fees -                   -                   -                    -                   -                      
Services & Software -                   -                   -                    -                   -                      
Workshops -                   -                   -                    -                   -                      
Interest 80,000              264,165            184,165             80,000              (184,165)              
Miscellaneous -                   -                   -                    -                   -                      

Total Funding 9,664,256$        9,848,421$        184,165$           8,913,834$        (934,587)$            

Expenses
Personnel Expenses

Salaries 4,152,536$        4,217,810$        65,271$             5,655,931$        1,438,121$           
Payroll Taxes 286,747            270,627            (16,120)             333,577            62,950                 
Benefits 642,444            499,019            (143,425)            680,668            181,649               
Retirement Costs 638,597            718,280            79,684              956,610            238,330               

Total Personnel Expenses 5,720,324$        5,705,736$        (14,588)$            7,626,786$        1,921,050$           

Meeting Expenses
Meetings 367,685$          193,023$          (174,662)$          289,600$          96,577$               
Travel 990,800            465,045            (525,755)            628,500            163,455               
Conference Calls 52,232              3,333                (48,898)             5,000                1,667                   

Total Meeting Expenses 1,410,717$        661,402$          (749,315)$          923,100$          261,698$             

Operating Expenses
Consultants 527,530$          292,821$          (234,708)$          228,000$          (64,821)$              
Contracts -                   -                   -                    -                   -                      
Office Rent 270,000            294,000            24,000              311,000            17,000                 
Office Costs 246,970            279,166            32,196              342,740            63,574                 
Professional Services 1,104,350         1,348,907         244,557             1,419,300         70,393                 
Computer Purchase & Maintenance 319,365            1,455,032         1,135,667          542,775            (912,257)              
Furniture & Equipment 50,000              25,000              (25,000)             20,500              (4,500)                  
Miscellaneous 15,000              18,512              3,512                20,000              1,488                   
Contingency -                   -                   -                    -                   -                      

Total Operating Expenses 2,533,215$        3,713,439$        1,180,225$        2,884,315$        (829,124)$            

Other Non-Operating Expenses -$                 -$                 -$                  -$                 -$                    

Total Expenses 9,664,256$        10,080,577$      416,321$           11,434,201$      1,353,624$           

Change in Assets -$                 (232,156)$         (232,156)$          (2,520,367)$       (2,288,211)$          

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

STATUTORY
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Personnel Analysis

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009

Change 
from 

Projection

Operational Programs
Reliability Standards 2.00 2.00 2.00 0.0
Compliance and Organization Registration and Certification 12.00 18.00 23.00 5.0
Reliability Readiness Audit and Improvement 1.00 1.00 0.00 -1.0
Training and Education 0.25 0.05 0.05 0.0
Reliability Assessment and Performance Analysis 6.00 5.50 5.50 0.0
Situational Awareness and Infrastructure Security 0.75 0.95 1.95 1.0
Total FTEs Operational Programs 22.0 27.5 32.5 5.0

Administrative Programs
Member Forums 2.50 3.00 3.00 0.0
General & Administrative 2.00 2.00 2.00 0.0
Information Technology 4.00 4.20 4.20 0.0
Legal and Regulatory 0.00 0.00 0.00 0.0
Human Resources 1.50 1.40 1.40 0.0
Finance & Accounting 2.00 0.90 0.90 0.0
Total FTEs Administrative Programs 12.0 11.5 11.5 0.0

Total FTEs 34.0 39.0 44.0 5.0

STATUTORY
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2008 Organizational Chart

Table 3 
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2009 Organizational Chart

Table 4 
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Reserve Balance

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 3,752,521

Plus:  2008 ERO Funding (from LSEs or designees) 9,584,256
Plus:  2008 Other funding sources (Cash basis) 264,165

Less:  '2008 Projected expenses & capital expenditures (Cash basis) (10,080,575)

Projected Working Capital Reserve (Deficit), December 31, 2008 3,520,367

Desired Working Capital Reserve, December 31, 2009 1 1,000,000

Less:  Projected Working Capital Reserve (Deficit), December 31, 2008 3,520,367

Increase(decrease) in assessments to achieve desired Working Capital Reserve (2,520,367)

2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 11,434,201
Less:  Other Funding Sources (Cash Basis) (80,000)

Adjustment to achieve desired Working Capital Reserve (2,520,367)
2009 Assessment 8,833,834

1 Board of Directors approved that ReliabilityFirst Corporation maintains a $1,000,000 balance in the reserve fund
which represents approximatily 10% of operating costs.

Working Capital Reserve Analysis 2008-2009
STATUTORY
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ReliabilityFirst Assessment Analysis

Assessments by Country

No table needed since ReliabilityFirst Corporation's footprint is all within the United States. 
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Breakdown by Statement of Activity Sections

The following detailed schedules are in support of Table 1, page 63, of the 2009 RE Business 
Plan and Budget.  All significant variances have been disclosed by program area in the preceding 
pages.

Supplemental Funding

Table B-1 

Outside Funding Breakdown By Program
 (excluding ERO Assessments) Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
General and Administrative
Interest Income 80,000$               264,165$             80,000$               (184,165)$            -69.72%
 Total 80,000$               264,165$             80,000$               (184,165)$            -69.72%

Total Outside Funding 80,000$              264,165$            80,000$              (184,165)$            -69.72%
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Personnel Expenses

Table B-2 

Personnel Expenses
Budget

2008
Projection

2008
Budget        

2009 Variance Variance %
Salaries
Salary 4,152,536$       4,217,810$       5,625,931$       1,408,121$       33.39%
Employment Agency Fees -                   -                   30,000             30,000              
Temporary Office Services -                   -                   -                   -                    
Total Salaries 4,152,536$       4,217,810$       5,655,931$       1,438,121$       34.10%

Payroll Taxes
FICA 207,638$          196,101$          241,426$          45,325$            23.1%
Medicare 60,154             56,438             71,606             15,168             26.9%
SUI 16,779             15,904             17,970             2,066               13.0%
FUI 2,176               2,184               2,575               391                  17.9%
Total Payroll Taxes 286,747$          270,627$          333,577$          62,950$            23.3%

Benefits
Workers Compensation 6,000$             14,591$            17,377$            2,786$             19.1%
Medical Insurance 379,991            359,632            479,280            119,648            33.3%
Life-LTD Insurance 52,153             47,494             38,261             (9,233)              -19.4%
Education 134,300            77,302             95,750             18,448             23.9%
Relocation -                   -                   50,000             50,000              
Vacation 70,000             -                   -                   -                    
Total Benefits 642,444$          499,019$          680,668$          181,649$          36.4%

Retirement
Profit Sharing Plan / SERP 373,368$          473,920$          609,279$          135,359$          28.6%
Savings Plan 265,229            244,360            342,331            97,971             40.1%
Pension & Savings Admin 5,000               5,000                
Total Retirement 638,597$          718,280$          956,610$          238,330$          33.2%

Total Personnel Costs 5,720,324$       5,705,736$       7,626,786$       1,921,050$       33.7%
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Meeting Expenses

Table B-3 

Meeting Expenses

Meeting Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards  $    115,200  $      28,361  $      53,000 24,639$       86.87%
Compliance, Organization Registration and Certification         41,600           5,000         10,000 5,000$        100.01%
Reliability Readiness Audit and Improvement                -                  -                  -   -$             
Reliability Assessment and Performance Analysis         62,612         35,000         24,000 (11,000)$      -31.43%
Training and Education         31,900         31,000         88,000 57,000$       183.87%
Situational Awareness and Infrastructure Security         48,600         13,264         16,000 2,736$        20.62%
Committee and Member Forums         26,088         17,876         32,000 14,124$       79.02%
General and Administrative         41,685         62,222         65,600 3,378$        5.43%
Legal and Regulatory                -                  -                  -   -$             
Information Technology                -                300              300 (0)$              -0.03%
Human Resources                -                  -                  -   -$             
Accounting and Finance                -                  -                700 700$            
Total Meeting Expenses  $    367,685  $    193,023  $    289,600  $      96,577 50.03%

Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards  $    124,860  $      30,405  $      32,000 1,595$        5.25%
Compliance, Organization Registration and Certification        452,502        233,858        399,500 165,642 70.83%
Reliability Readiness Audit and Improvement         37,708         21,598                -   (21,598)       -100.00%
Reliability Assessment and Performance Analysis        165,653         48,150         40,000 (8,150)         -16.93%
Training and Education           4,095           4,000           2,000 (2,000)         -50.00%
Situational Awareness and Infrastructure Security         24,015         27,761         35,000 7,239          26.07%
Committee and Member Forums         69,022         45,987         59,000 13,013        28.30%
General and Administrative         73,755         31,969         40,000 8,031          25.12%
Legal and Regulatory                -                  -                  -   -               
Information Technology         31,355         15,752         12,000 (3,752)         -23.82%
Human Resources           2,140                -                  -   -               
Accounting and Finance           5,695           5,564           9,000 3,436          61.77%
Total Travel Expenses  $    990,800  $    465,045  $    628,500  $    163,455 35.15%

Conference Call Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards  $      15,372  $       1,315  $       1,560 245$           18.61%
Compliance, Organization Registration and Certification           9,540              516              720 204             39.54%
Reliability Readiness Audit and Improvement                -                  -                  -   -               
Reliability Assessment and Performance Analysis         14,739              661           1,200 539             81.52%
Training and Education                -                  -                  -   -               
Situational Awareness and Infrastructure Security              480                36                60 24               67.97%
Committee and Member Forums           6,141              661           1,200 539             81.52%
General and Administrative           5,720              144              240 96               66.22%
Legal and Regulatory                -                  -                  -   -               
Information Technology              240                -                  20 20                
Human Resources                -                  -                  -   -               
Accounting and Finance                -                  -                  -   -               
Total Conference Calls  $      52,232  $       3,333  $       5,000  $       1,667 49.99%

Total Meeting Expenses 1,410,717$  661,402$     923,100$     261,698$     39.57%
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Operating Expenses

Table B-4 

Consultants
Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
Consultants
Reliability Standards -$                   -$                   -$                   -$                    
Compliance, Organization Registration and Certification 313,530             69,120               120,000             50,880               73.61%
Reliability Readiness Audit and Improvement -                    -                    -                    -                     
Reliability Assessment and Performance Analysis 175,000             155,000             65,000               (90,000)              -58.06%
Training and Education -                    -                    -                    -                     
Situational Awareness and Infrastructure Security -                    -                    -                    -                     
Committee and Member Forums -                    -                    10,000               10,000                
General and Administrative 39,000               18,701               -                    (18,701)              -100.00%
Legal and Regulatory -                    -                    -                    -                     
Information Technology -                    50,000               33,000               (17,000)              -34.00%
Human Resources -                    -                    -                    -                     
Accounting and Finance -                    -                    -                    -                     
Consultants Total 527,530$            292,821$            228,000$            (64,821)$            -22.14%

Table B-5 

Contracts
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %
Contracts - Software

-$              -$              -$              -$               
Contracts - Software Total -$              -$              -$              -$               

Contract - IDC
-$              -$              -$              -$               

Contracts - IDC Total -$              -$              -$              -$               

Education and Training
-$              -$              -$              -$               

Education and Training Total -$              -$              -$              -$               

Contracts Total -$              -$              -$              -$               
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Table B-6 

Office Rent
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Rent 270,000$       294,000$       256,000$       (38,000)$        -12.93%
Utilities -$              -$              55,000$         55,000$          
Maintenance -$              -$              -$              -$               
Security -$              -$              -$              -$               
Total Office Rent 270,000$       294,000$       311,000$       17,000$         5.78%

Table B-7 

Office Costs
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Telephone 70,400$         67,900$         87,690$         19,790$         29.15%
Internet 41,700           138,285         200,400         62,115           44.92%
Office Supplies 22,000           24,872           27,000           2,128             8.56%
Computer Supplies and Maintenance 16,500           8,780             -                (8,780)            -100.00%
Publications & Subscriptions 8,000             2,780             7,500             4,720             169.78%
Presentation & Publicity -                -                -                -                 
Dues 27,270           1,000             5,500             4,500             450.00%
Postage 3,000             3,000             2,700             (300)              -10.00%
Express Shipping 9,000             4,000             6,000             2,000             50.00%
Copying 6,000             -                -                -                 
Reports - Graphics 12,800           -                650               650                
Stationary Forms 2,000             4,248             800               (3,448)            -81.17%
Equipment Repair/Service Contracts 27,300           24,000           4,400             (19,600)          -81.67%
Bank Charges 1,000             300               -                (300)              -100.00%
Sales & Use Taxes -                -                -                -                 
Merchant Card Fees -                -                100               100                
Total Office Costs 246,970$ 279,165$       342,740$       63,575$         22.77%

Table B-8 

Professional Services
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Independent Trustee Fees 247,500$       240,000$       263,000$       23,000$ 9.58%
Outside Legal -               -               -               -                
Accounting & Auditing Fees 35,000          51,000          76,300          25,300          49.61%
Other Legal Fees 740,000        1,000,000      1,020,000 20,000          2.00%
Insurance Commercial 81,850          57,907          60,000          2,093            3.61%
Total Services 1,104,350$ 1,348,907$    1,419,300$    70,393$        5.22%
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Table B-9 

Computer 
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Purchase and Lease 319,365$       1,455,032$     542,775$       (912,257)$      -62.70%
Software

Total Computer 319,365$       1,455,032$     542,775$       (912,257)$      -62.70%

Table B-10 

Furniture & Equipment
Budget

2008
Projection

2008
Budget     

2009 Variance Variance %

Furniture 50,000$       25,000$       20,000$       (5,000)$       -20.00%
Equipment -              -              500             500              
Leasehold Improvements -              -              -              -               

Total Furniture & Fixtures 50,000$       25,000$       20,500$       (4,500)$       -18.00%

Table B-11 

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Interest Expense -$             -$             -$             -$              
Office Relocation -               -               -               -                
Cash Reserve Requirement -               -               -               
Total Non-Operating Expenses -$             -$             -$             -$              
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Section C � 2009 RE Non-Statutory Business Plan and Budget

ReliabilityFirst performed only those functions delegated to it by the ERO in 2008 and the 
organization does not intend to perform any functions outside its ERO delegated activities in 
2009, therefore Section C in not applicable.  
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Introduction

Total RE Resources 
(in whole dollars) 

                                              2009 Budget                      U.S.                     Canada          Mexico
Statutory FTEs 43 
Non-statutory FTEs 0 
     Total FTEs 43 
Statutory Expenses $10,095,546 $10,095,546 0 0 
Non-statutory
Expenses

0 0 0 0 

     Total Expenses $10,095,546 $10,095,546 0 0 
ERO Funding 
Assessment 

$9,652,546 $9,652,546 0 0 

Member Funding 
Assessments 

$0 $0 0 0 

     Total Funding 
Assessments 

$9,652,546 $9,652,546 0 0 

NEL 1,048,169,675 MWhr 1,048,169,675 
MWhr

0 0 

NEL % 100% 100% 0 0 

Background 
The SERC Reliability Corporation (SERC) is a nonprofit corporation responsible for promoting 
and improving the reliability of the bulk power systems in all or portions of 16 central and 
southeastern states.  The SERC Region covers an area of approximately 560,000 square miles 
and electric systems in the Region serve approximately 23% of the net energy for load (NEL) in 
North America and 30% of the NEL in the Eastern Interconnection. 

SERC executed an agreement with the North American Electric Reliability Corporation (NERC) 
on May 2, 2007, for the purpose of delegating to SERC certain responsibilities and authorities of 
a regional entity as defined by Section 215 of the Federal Power Act; Chapter I, Title 18, Code 
of Federal Regulations, Part 39; other Federal Energy Regulatory Commission (FERC) 
regulations and directives, and NERC rules of procedure. 

SERC, initially called the Southeastern Electric Reliability Council, was formed in 1970 as a 
voluntary association of members comprising electric industry reliability stakeholders in the 
southeast.  Throughout its history, SERC has been successful in promoting reliability of the bulk 
power system using an industry self-regulatory model, relying on reciprocity, peer influence, and 
the mutual reliability focus of owners, operators, and users of the bulk power system to ensure 
that the system remained reliable and secure. 

SERC was incorporated as a 501(c)(6) nonprofit corporation in the state of Alabama on April 29, 
2005 to position SERC to become a regional entity with an appropriate stakeholder governance 
structure.  In April 2006 SERC changed its name to SERC Reliability Corporation. 

SERC has a 2009 targeted staffing level of 43 power industry professionals and support 
personnel.

Membership and Governance 
SERC monitors approximately 225 entities in the region for compliance with mandatory 
reliability standards.  Membership in SERC, which is voluntary and free, affords participants the 
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opportunity to participate in the technical activities and governance of the organization.  The 
number of entities that are members of SERC is approximately 60. 

SERC is governed by a Board of Directors, comprised of a representative from each member of 
the corporation.  The Board of Directors delegates responsibility for operational oversight of the 
corporation to an Executive Committee of 12 directors.  The board has also formed a Board 
Compliance Committee to oversee the compliance of registered entities in the Region to FERC-
approved reliability standards.  In October 2007, the board formed a Compensation and Human 
Resources Committee to advise the President, board officers, and the board on matters of 
employee compensation and human resources. 

The board appoints one director to serve as a non-employee Treasurer of the corporation.  The 
Treasurer is vested by the Board with the responsibility, working with the President, to provide 
oversight of the finances of the corporation.  The Treasurer reports to the board at its 
semiannual meetings in April and October. 

Statutory Functional Scope 
SERC provides statutory functions in support of the electric reliability organization, in 
accordance with the executed delegation agreement between SERC and NERC.  These 
functions are: 

 Active participation in the development of North American reliability standards for the 
bulk-power system, and as needed development of reliability standards applicable within 
the SERC Region. 

 Monitoring and enforcement of approved reliability standards, including the registration 
of responsible entities, and as needed certification of such entities. 

 Assessment of the present and future reliability, adequacy, and security of the bulk-
power system. 

 Assisting NERC in the readiness evaluation of certain responsible entities within the 
SERC Region, as well as other regions. 

 Promoting effective training and education of reliability personnel, and assisting in the 
certification of operating personnel. 

 Promoting situation awareness and the protection of critical infrastructure. 

SERC does not provide any non-statutory functions at this time, although SERC may in the 
future consider providing non-statutory functions from time to time as appropriate and as 
permitted by its Board and applicable statutes and regulations. 

In recognition of the importance of the compliance role of regional entities, SERC has dedicated 
approximately half of its staff resources to compliance monitoring and enforcement.  The 
compliance staff is further divided into two groups, one conducting compliance audits and the 
second performing compliance investigations and enforcement.  SERC has developed and 
deployed a robust set of online tools for the gathering, analysis, and tracking of compliance 
information.

SERC has organized the remaining technical staff into a reliability services group and a 
reliability assessment group to address the other statutory functions listed above.  These 
experts in operations, engineering, and analysis assist registered entities in assessing and 
improving reliability.  It is in support of these areas that SERC engages the majority of industry 
experts on its technical committees. 
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2009 Goals
In addition to continuing the efforts to establish SERC as an effective regional entity, the SERC 
2009 business plan and budget are driven by the following goals for 2009: 

1. Enforcement Accountability – SERC will perform its delegated compliance 
enforcement responsibilities so as to achieve a reputation as a regional entity that is 
firm, fair, objective, independent, and consistent in carrying out its delegated 
enforcement authorities.  SERC will protect confidential compliance information while 
striving to achieve a high level of transparency with respect to compliance process and 
expectations.

2. Auditably Compliant – SERC will establish the necessary processes, controls, and 
documentation management to be continuously prepared for external audit of its regional 
entity operations. 

3. Reliability Focus – SERC will ensure a reliability focus in its work and will facilitate bulk 
power system reliability improvement.  SERC will introduce reliability benchmarking and 
trend analysis within the region for the purpose of evaluating regional reliability 
performance.

4. Customer Focus – SERC will develop and strengthen relations with its members, 
registered entities, and other reliability stakeholders, including NERC and applicable 
regulatory authorities, and achieve a reputation as a regional entity dedicated to the 
public’s interest in the reliability of the Nation’s bulk power system. 

5. Learning Organization – SERC will be a learning organization, focused on self-
assessment, feedback from stakeholders, and continuous improvement.  SERC will be 
more proactive in anticipating and preparing for externalities affecting the region and 
reliability stakeholders, including evolving reliability standards, rules, and directives. 

6. Information Management – SERC will improve the transparency and user friendliness 
of both the public and nonpublic web sites.  SERC will streamline and, to the extent 
practical, automate data gathering to reduce the overall burden on registered entities 
and members.  SERC will facilitate more effective and seamless information exchange 
across regional entities and NERC. 

7. Competency – SERC will initiate a sustainable model to attract, develop, and retain 
highly competent and motivated staff.  SERC will explore and selectively develop 
mechanisms for resource sharing with NERC and other regions in specialized areas with 
scarce resources. 

8. Productive and Efficient Provider – SERC will leverage its size and other efficiencies 
to remain the most productive and cost-effective regional entity, while maintaining 
performance excellence. 
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Major Cost Impacts in 2009 
SERC proposes to increase its operating budget from $7,991,021 in 2008 to $10,095,546 in 
2009, an increase of $2,104,525 or 26.3%.  Assessments are proposed to increase from 
$7,775,521 to $9,652,546, a 24.1% increase.  SERC believes that in 2009 it will continue to 
realize material efficiencies that allow the region to remain an efficient provider of statutory 
functions.  SERC’s culture centers on consistent delivery of excellent results at a cost that is 
considerate of the longstanding tradition in the Southeast of affordable and reliable electricity. 

The following is a list of targeted budget increases to allow SERC to accomplish the specific 
objectives outlined in the business plan (dollars are stated as an increase in the 2009 budget 
compared to the 2008 budget).  The most significant impacts on budget are in the area of 
payroll due to increased staffing, which is described as three components: 

Staff added in 2008 – Administrative staff has been added during 2008 to address 
heavier than expected administrative workload and recordkeeping.  A total of 4.5 FTEs 
have been added in 2008 compared to the budget.  The Compliance Program has 
added two administrative assistants, one each for the audit branch and enforcement 
branch.  Additionally, a halftime associate compliance engineer has changed to fulltime 
status.  The Reliability Assessment Program has added one executive assistant and one 
technical analyst to address increased reporting and data management requirements 
resulting from NERC reliability assessment initiatives.  These additions have been made 
in 2008 to meet critical needs to enable the organization to function effectively.  These 
changes also were more cost effective than using engineers and auditors to perform 
administrative tasks.  The costs of these additional employees will be offset in 2008 by 
attrition and vacancies in other positions, such as compliance auditors and manager of 
engineering and planning.  For 2009, the proposed budget impact of the additional 4.5 
FTEs is $387,058 including salary and benefits. 

Staff additions proposed in 2009 – The targeted staffing level for 2009 is 43 FTEs, an 
increase of an additional 6.5 FTEs compared to 2008 actual and 11 compared to 2008 
budget.  Of these, 4.5 are in compliance: one critical infrastructure protection (CIP) 
auditor, one CIP enforcement engineer, one associate auditor, one associate 
compliance engineer, and a coordinator of spot audits working halftime.  The other two 
new positions are in the Reliability Services Program: a new manager of CIP to assist 
SERC registered entities in meeting the increasing demands for security of the bulk 
power system and a reliability engineer to assist in the area of situation awareness, 
disturbance analysis, and reliability improvement.  For 2009, the budget impact of the 
additional 6.5 FTEs is $946,899 fully loaded. 

Cost increase for maintaining staff budgeted in 2008 – The remaining increase in 
personnel costs of $192,214, or 3.6% compared to 2008 reflects increases in salary for 
existing staff combined with savings that have been realized in the cost of employee 
benefits and salary reductions in several positions due to turnover. 

Other notable changes in the proposed budget from year to year include the following: 

Reserve – $210,453 to maintain a cash reserve of 10% of the annual statutory operating 
costs.

Meetings and travel – An increase of $478,292 or 60.7% in the cost of meetings and 
travel to reflect a substantial increase in the number of meetings and travel costs.  This 
level of increase is consistent with actual experience in the fourth quarter of 2007 and 
first quarter of 2008 (in other words the 2008 budget for meetings and travel was 
understated due to lack of an experience base upon which to forecast estimates for 
2008).
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The remaining year-to-year decrease of $110,391 or 1.4% reflects an effort to keep all other 
operating expenses flat from 2008 to 2009, which was expected because of one-time expenses 
budgeted in 2008 for furnishing and building infrastructure in the new office. 

Detailed Business Plans and Budgets by Program 
Details of the planning, operation, review, and adjustment for each program area are included in 
Section A.  The corresponding budget details are shown in Section B. 
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Section A — 2009 Business Plan 

Reliability Standards Program 

Reliability Standards Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 1.33 1.4 1.4 
Total Direct 
Expenses 317,071  313,910 292,873 

Total Indirect 
Expenses1 155,316 133,390 119,645 

Total Expenses 472,387 447,300 412,518 

Background 
SERC as a whole is a strong proponent of a stakeholder-driven, ANSI-accredited standards 
development process at NERC and of a consistent set of North American-wide reliability 
standards for the bulk power system.  The members of SERC have a long tradition of active 
participation in the development of NERC reliability standards and their predecessor operating 
policies and planning standards.  Typically there are 75 or more SERC member volunteer 
experts represented on over 25 NERC SAR and standard drafting teams.  SERC members are 
also active on the NERC Standards Committee and related groups such as the NERC 
Functional Model Working Group and the NERC Compliance and Certification Committee. 

Program Description and Functions Performed 
The reliability standards program ensures SERC members are informed of NERC standards 
activities and have opportunities to participate actively.  This is achieved through sharing of 
notices and information and working closely with members to ensure NERC drafting teams and 
committees are well represented by experts from the region.  To promote consistency and 
uniformity of reliability standards at NERC and among the regions, the Manager of Reliability 
Standards attends NERC Standards Committee meetings as an observer and serves as the 
SERC representative on the NERC Regional Reliability Standards Working Group. 

As a proponent of uniform North American reliability standards, SERC focuses on the 
development of standards at NERC and does not currently envision active development of 
regional standards, except as required by NERC’s Reliability Standards Three-Year Work Plan 
or to meet specific regional reliability needs.  Regional standards are developed through 
SERC’s Regional Reliability Standards Development Procedure, which has been approved by 
FERC.  SERC has formed a Standards Committee within the region to facilitate regional 
standards development.  A key focus in 2009 is completing the initial regional reliability 
standards assigned by NERC to the regions. 

In addition to standards, SERC has historically maintained a set of “SERC Supplements” to 
promote good utility practice and consistency in achieving compliance with reliability standards.  
SERC is in the process of reviewing and updating these documents to distinguish them as 
regional criteria, guidelines, procedures, reference documents, and white papers, and to ensure 
all of the documents are current with approved reliability standards. 

                                                          
1 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis. 
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2009 Goals and Objectives
1. Execute the 2009 standards work plan and develop regional reliability standards as 

required to supplement NERC standards. 

2. Promote strong, consistent North American reliability standards through active 
engagement of SERC stakeholders in standards development and SERC participation 
and leadership in the NERC standards process and interregional coordination. 

3. Improve clarity of the approved standards by providing transparent, experience-based 
lessons learned from compliance monitoring and enforcement, and by requesting formal 
interpretations through the NERC process as needed. 

4. Develop and update SERC guidelines, procedures, reference documents, and white 
papers as part of the ongoing conversion of SERC supplements. 

5. Maintain document control and objective evidence to demonstrate SERC’s compliance 
with NERC reliability standards and the NERC-SERC delegation agreement. 

Regional Entity Reliability Standards Development
SERC has current plans to complete four regional reliability standards, as directed by the 
NERC’s Reliability Standards Three-Year Work Plan.  This plan spans multiple budget years 
and will develop regional standards in the following areas: 

 Underfrequency Load Shedding (PRC-006) – Development began in 2008.  Will seek 
stakeholder ballot and SERC board approval by December 2008. 

 Disturbance Control Performance (BAL-002) – Will begin development in January 2009 
and seek stakeholder ballot and SERC board approval by September 2009. 

 Disturbance Monitoring Equipment (PRC-002) – Will begin development in February 
2009 and seek stakeholder ballot and SERC board approval by October 2009. 

 Special Protection Systems (PRC-012, 013, 014, 015 & 016) – In accordance with 
NERC three-year plan work will begin approximately first quarter 2010. 

Additionally, any requestor may propose a regional standard for development in accordance 
with SERC’s Regional Reliability Standard Development Procedure. 

Funding Requirements — Explanation of Increase (Decrease)
Reliability Standards Program funding requirements are steady from 2008 to 2009, with a 
modest decrease of 7.6% due to increased use of conference calls and meetings in the SERC 
office in lieu of meetings in external facilities and elimination of outside professional services. 

Staffing Needs

Hiring Plans - This function is currently served by 1 FTE Manager of Standards 
Development and no new hires or increases in staffing are anticipated.  The slight 
fractional increase from 1.33 to 1.4 FTE reflects the fact that the Director of Reliability 
Services and the department executive assistant support five functions in 2009 
compared to six in 2008 (Reliability Assessment program was separated). 

Shared Employees – SERC currently performs only statutory functions and therefore 
does not share any employees with any other organizations, affiliated or not.  SERC 
operates as a separate corporation and is not affiliated with any other entities except that 
SERC members serve as directors on the stakeholder board and member staff 
volunteers serve on various committees. 
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Contractors - Contract and vendor support services are anticipated to be utilized to 
support developing and maintaining computer-based productivity, information delivery 
and document tracking tools as described in the section on Information Technology. 

Reliability Standards Program 
Funding sources and related expenses for the reliability standards section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 317,071$       317,071$       -$                    292,873$        (24,198)$                
Membership Dues -                 -                 -                      -                 -                         
Testing Fees -                 -                 -                      -                 -                         
Services & Software -                 -                 -                      -                 -                         
Workshops -                 -                 -                      -                 -                         
Interest -                 -                 -                      -                 -                         
Miscellaneous -                 -                 -                      -                 -                         

Total Funding 317,071$      317,071$      -$                   292,873$        (24,198)$               

Expenses
Personnel Expenses

Salaries 184,021$       195,649$       11,628$              204,634$        8,985$                   
Payroll Taxes 11,260           15,652           4,392                  15,348            (304)                       
Benefits 25,644           15,541           (10,103)               18,746            3,205                     
Retirement Costs 19,140           24,951           5,811                  19,427            (5,524)                    

Total Personnel Expenses 240,065$      251,793$      11,728$             258,155$        6,362$                  

Meeting Expenses
Meetings 14,340$         6,374$           (7,966)$               8,650$            2,276$                   
Travel 10,770           23,852           13,082                8,130              (15,722)                  
Conference Calls -                 1,868             1,868                  977                 (891)                       

Total Meeting Expenses 25,110$        32,094$        6,984$               17,757$          (14,337)$               

Operating Expenses
Consultants -$               -$               -$                    -$               -$                       
Contracts -                 -                 -                      -                 -                         
Office Rent 7,414             7,114             (300)                    5,967              (1,147)                    
Office Costs 11,544           12,026           482                     7,738              (4,288)                    
Professional Services 20,000           9,708             (10,292)               977                 (8,731)                    
Computer Purchase & Maintenance 1,553             -                 (1,553)                 -                 -                         
Furniture & Equipment 11,385           -                 (11,385)               2,279              2,279                     
Miscellaneous -                 1,175             1,175                  -                 (1,175)                    
Contingency -                 -                 -                      -                 -                         

Total Operating Expenses 51,896$        30,023$        (21,873)$            16,961$          (13,062)$               

Other Non-Operating Expenses -$              -$              -$                   -$               -$                      

Total Expenses 317,071$      313,910$      (3,161)$              292,873$        (21,037)$               

Change in Assets -$              3,161$          3,161$               -$               (3,161)$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards
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Compliance Monitoring and Enforcement and Organization Registration and Certification 
Program

Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program Resources 

(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 14.2 17 21.5 
Total Direct 
Expenses 3,393,665 3,493,990 4,805,617 

Total Indirect 
Expenses 1,658,260 1,619,735 1,837,408 

Total Expenses 5,051,925 5,113,725 6,643,025 

Background 
As a regional entity, SERC implements the NERC Compliance Monitoring and Enforcement 
Program (Appendix 4C to the NERC Rules of Procedure) to monitor, assess, and enforce 
compliance with reliability standards by the owners, operators, and users in SERC.  SERC’s 
Compliance Monitoring and Enforcement Program is responsible for conducting all compliance 
assessments and recommending confirmation or dismissal of violations and recommending 
penalties and sanctions. 

The NERC Compliance Monitoring and Enforcement Program defines eight methods for 
identifying alleged violations: self reporting, self certification, compliance audits, spot checks, 
compliance violation investigations, exception reporting, complaints or periodic data submittal.  
Each alleged violation will be evaluated by SERC and, if confirmed, will have an appropriate 
sanction and penalty recommended to NERC and FERC. 

To augment the NERC Compliance Monitoring and Enforcement Program, SERC has 
developed a set of internal procedures to ensure consistency among the staff in the execution of 
delegated functions.  SERC has also significantly expanded and developed the competencies of 
its compliance staff, while continuing to extensively engage the technical expertise and active 
participation of industry subject matter experts on advisory committees and audit teams. 

SERC has been a leader in the development of an information management system to facilitate 
the gathering, analysis, and retention of compliance data and to provide a user-friendly interface 
for input of data by registered entities.  In 2008 a majority of regions and NERC have become 
interested in or adopted SERC’s compliance information system platform, otherwise known as 
the SERC Portal, to meet their needs.  SERC is facilitating the startup of a consortium to share 
resources and expertise in the continuing development of electronic tools to improve 
compliance information tools. 

SERC’s compliance staff continues to develop improved processes and practices to enhance its 
ability to efficiently and effectively implement and administer the Compliance Monitoring and 
Enforcement Program and promote a culture of reliability excellence across the region. 

Program Description and Functions Performed 
The SERC Board of Directors has delegated responsibility for the SERC Compliance Monitoring 
and Enforcement Program to the Board Compliance Committee.  The Board Compliance 
Committee confirms all alleged violations and proposed sanctions or settlements recommended 
by the SERC compliance staff for submittal to NERC and FERC for final approval.  The Board 
Compliance Committee also acts as the hearing body responsible for resolving any disputes 
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related to either a finding of violation or a sanction administered for a confirmed violation.  
Compliance Advisory Groups, consisting of stakeholder technical experts across all sectors, for 
each of the major disciplinary areas (operations, planning/engineering, and cyber security) are 
available to assist the compliance staff and the Board Compliance Committee as needed, but 
do not have an approval role in compliance actions. 

The SERC Portal, one of the more significant improvements enhancing SERC’s ability to 
effectively and efficiently administer its Compliance Monitoring and Enforcement Program, is a 
secure central database that provides registered entities within the SERC Region a systematic 
way to file compliance certifications and other data with SERC, and for SERC to track 
compliance related activities and information.  With the increase in the number of entities 
registering as users, owners and operators of the bulk-power system in the SERC Region, the 
SERC Portal has been indispensable in expanding the Compliance Monitoring Enforcement 
Program to those entities.  Based on each entity’s registration information, the SERC Portal 
applications ensure registered entities are properly assigned within the Compliance 
Enforcement Program.  The database also provides a basis for auditing SERC’s Compliance 
Monitoring and Enforcement Program.   

The SERC Compliance Monitoring and Enforcement Program is implemented by the SERC 
compliance staff.  The compliance staff, as well as all other SERC staff, are not affiliated with 
any SERC members or any entities registered within the region.  The SERC compliance staff 
makes the initial determination of alleged violations and proposes appropriate penalties and 
sanctions in accordance with the NERC Compliance Monitoring and Enforcement Program and 
the Penalties and Sanctions Guidelines.  To accomplish this objective, SERC’s compliance staff 
is further divided into an enforcement branch and an audit branch. 

Compliance Audits 

SERC audit staff is charged with conducting compliance audits and spot checks of all registered 
entities and identifying potential alleged violations.  In essence these are two of the primary 
“discovery” processes. 

The group maintains a long-range compliance audit plan that ensures compliance audits are 
conducted for each applicable registered entity within the SERC Region in accordance with a 
predefined frequency.  Qualified senior SERC staff leads each on-site compliance audit team, 
composed of a combination of SERC auditors and volunteer industry subject matter experts.  
The teams prepare audit reports with their findings and recommendations, including the 
identification of any possible alleged violations.  Specific lessons learned from each audit are 
factored into the audit program to promote continuous improvement.  Additionally, audit staff 
has a lead role in the spot-checking program.  They also provide technical expertise in support 
of the compliance enforcement staff. 

Compliance Enforcement 

SERC’s compliance enforcement group evaluates all possible alleged violations of reliability 
standards, whether identified in an audit, a self-report, complaint, or other source, and 
determines whether the facts and circumstances warrant further action as an alleged violation. 

If so, the staff creates a unique tracking number and associated docket to record the activities 
and documents and completes a thorough assessment of the alleged violation.  The staff 
informs the affected entity of the assessment of an alleged violation.  Once the assessment is 
completed, the staff will formally notify the entity of its findings regarding the violation and any 
applicable proposed penalties or sanctions.  The enforcement staff may also engage in 
settlement negotiations with the entity. 
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Once a final determination of a confirmed violation is made by the enforcement staff, it is 
submitted to the Board Compliance Committee for approval, along with any proposed penalty or 
sanctions.  If the entity challenges the findings and requests a hearing, the enforcement staff 
would prosecute its case before the Board Compliance Committee, who would then become the 
hearing body.  Hearings are conducted at SERC under the supervision of a qualified, 
independent hearing officer hired by SERC. 

The enforcement staff is also responsible for evaluating and accepting mitigation plans and may 
seek the advice of technical committees in doing so.  Ultimately, all mitigation plans must be 
accepted by the Board Compliance Committee.  The enforcement staff also monitors progress 
of the entity in achieving the mitigation plan including review of supporting material submitted by 
the entity to substantiate closure. 

Once all proceedings have been completed, the compliance enforcement staff would file the 
case with NERC for review and approval, subject to final approval by FERC. 

Finally, compliance enforcement staff is responsible for maintaining the current list of registered 
entities within SERC and for administering other monitoring processes including self-reporting, 
complaints, and self-certifications 

2009 Goals and Objectives 
1. Effectively carry out on-site compliance audits to ensure accurate and adequately 

substantiated determinations of compliance or possible violations of reliability standards.  
Manage audits such that the required periodicity (3 or 6 years) is maintained for each 
SERC registered entity based on functions performed.  Enhance audit focus and 
methods to improve bulk power system reliability and minimize risk. 

2. Implement sufficient spot-checks and table top audits to validate self-certifications, 
address regional reliability themes and for-cause performance, while optimizing the 
allocation of audit resources. 

3. Attract, develop, and retain compliance staff necessary to achieve effective compliance 
monitoring and enforcement for recently approved critical infrastructure protection (CIP) 
standards.

4. Achieve a reputation as a regional entity that is firm, fair, objective, independent, and 
consistent in carrying out delegated enforcement authorities.  Protect confidential 
compliance information while striving to achieve a high level of transparency with respect 
to compliance process and expectations. 

5. Promote registered entity understanding of compliance monitoring and enforcement 
processes and reliability standards through active engagement in forums including: 
compliance advisory groups, compliance seminars, and service as volunteer auditors.  
Actively communicate lessons learned. 

6. Foster continuous improvement through implementation of metrics, targeted self-
assessments, and other feedback mechanisms.   Proactively refine compliance 
processes and procedures to improve effectiveness and efficiency.  Interact with NERC 
and other regions to share best practices and promote consistency. 

7. Be prepared for uncertainties in future directions of the compliance program and 
minimize any nonproductive impacts of such uncertainties on registered entities. 
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Funding Requirements — Explanation of Increase (Decrease)

The cost of the Compliance Program in 2009 is proposed to increase to $4,805,617 from 
$3,393,664 in the 2008 budget, an increase of 41.6%.  Most of this increase is in increased 
staffing and a substantial increase in travel and meeting expenses based on actual experience 
gained in executing the compliance program since June 2007. 

Staffing Needs

Hiring Plans – The Compliance Program was budgeted in 2008 for 17.2 FTEs.  2008 
actual staffing is 20, with the addition of two administrative assistants to more cost 
effectively handle the extensive document management workload and the shift of a half 
time associate engineer from IT into compliance and a change in status to full time. 

The proposal is to further increase staffing in compliance in 2009 by an additional 4.5 
FTEs: one critical infrastructure protection (CIP) auditor, one CIP enforcement engineer, 
one associate auditor, one associate compliance engineer, and a coordinator of spot 
audits working halftime.  The associate auditor and associate compliance engineer 
positions are being created as part of a long-term plan to hire more junior staff to cost 
effectively increase bench strength in the near term and develop potential future leaders. 

Shared Employees – SERC currently performs only statutory functions and therefore 
does not share any employees with any other organizations, affiliated or not.  SERC 
operates as a separate corporation and is not affiliated with any other entities except that 
SERC members serve as directors on the stakeholder board and member staff 
volunteers serve on various committees. 

Contractors – SERC plans to have available use of consulting resources to assist in the 
provision of specialized expertise as needed for compliance investigations.  Although the 
amount needed is very uncertain, the amount budgeted for 2009 has been reduced to 
$80,000 from $150,000 planned in 2008.  The $183,300 increase showing in 2009 under 
contracts is the cost of SERC Portal development and maintenance.  This is not an 
actual increase in costs, but is simply a transfer out of IT to more accurately assign the 
costs to the compliance function.  $215,000 has been earmarked for contracting with 
hearing officers and legal support for compliance.  Once again, this amount is highly 
uncertain and could be less than planned or could be several times larger.  The business 
plan assumes that any additional legal or hearing officer costs above the planned 
amount will be taken from the 10% operating reserve.  SERC currently has two hearing 
officers and a regulatory attorney on retainer for services related to compliance. 
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Compliance Enforcement and Organization Registration and Certification Program 
Funding sources and related expenses for the compliance enforcement and organization 
registration and certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 3,393,665$    3,393,665$       -$                    4,805,617$    1,411,952$            
Membership Dues -                -                    -                      -                -                         
Testing Fees -                -                    -                      -                -                         
Services & Software -                -                    -                      -                -                         
Workshops -                -                    -                      -                -                         
Interest -                -                    -                      -                -                         
Miscellaneous -                -                    -                      -                -                         

Total Funding 3,393,665$   3,393,665$      -$                   4,805,617$    1,411,952$           

Expenses
Personnel Expenses

Salaries 1,866,097$    2,123,090$       256,993$            2,773,005$    649,915$               
Payroll Taxes 111,474         169,847            58,373                207,975         38,128                   
Benefits 355,829         180,387            (175,442)             301,762         121,375                 
Retirement Costs 169,006         280,534            111,528              261,570         (18,964)                  

Total Personnel Expenses 2,502,406$   2,753,858$      251,452$           3,544,312$    790,454$              

Meeting Expenses
Meetings 30,276$         50,744$            20,468$              153,250$       102,506$               
Travel 166,098         256,792            90,694                348,070         91,278                   
Conference Calls -                12,280              12,280                15,000           2,720                     

Total Meeting Expenses 196,374$      319,816$         123,442$           516,320$       196,504$              

Operating Expenses
Consultants 150,000$       71,840$            (78,160)$             80,000$         8,160$                   
Contracts -                -                    -                      183,300         183,300                 
Office Rent 78,960           82,574              3,614                  91,639           9,065                     
Office Costs 128,141         139,583            11,442                140,046         463                        
Professional Services 200,000         112,683            (87,317)               215,000         102,317                 
Computer Purchase & Maintenance 16,534           -                    (16,534)               -                -                         
Furniture & Equipment 121,250         -                    (121,250)             35,000           35,000                   
Miscellaneous -                13,636              13,636                -                (13,636)                  
Contingency -                -                    -                      -                -                         

Total Operating Expenses 694,885$      420,316$         (274,569)$          744,985$       324,669$              

Other Non-Operating Expenses -$             -$                 -$                   -$              -$                      

Total Expenses 3,393,665$   3,493,990$      100,325$           4,805,617$    1,311,627$           

Change in Assets -$             (100,325)$        (100,325)$          -$              100,325$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification
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Reliability Improvement Program (formerly included Reliability Readiness) 

Reliability Improvement Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs .93 1.4 1.4 
Total Direct 
Expenses 440,620 286,338 276,805 

Total Indirect 
Expenses 108,604 133,390 119,645 

Total Expenses 549,224 419,728 396,450 

Background 
Formerly this function was the Reliability Readiness and Evaluation Program.  NERC has 
eliminated the Reliability Readiness Evaluation and Improvement Program.  2009 will be a 
transition year, during which open Readiness recommendations in the Region will be monitored 
to their completion and a reduced set of Evaluations will take place.  Consequently, SERC has 
eliminated the Reliability Readiness Evaluation Program funding requirements, FTE count, and 
activities from the 2009 Business Plan and Budget.  SERC is choosing in 2009 not to include 
readiness reviews or an assistance program in the business plan and no resources are provided 
for those activities.  SERC resources required to support any remaining required activities of this 
NERC program are assumed to be minimal and will be absorbed by existing SERC staff. 

However, SERC plans to continue several important activities to promote continuous 
improvement of reliability in the region, as described below. 

Program Description and Functions Performed 
In 2009, SERC’s Reliability Improvement Program continues existing activities related to 
facilitating implementation of reliability improvement recommendations and tracking of 
recommendations.  Recommendations may be derived from event analyses and apply to 
individual entities, a cross section of entities, or all entities registered within the region.  Actions 
may also be identified in the form of NERC alerts.  Some of these may be in the form of 
voluntary suggestions for reliability improvement and others may be required actions that must 
be reported back to NERC or FERC.  SERC’s goal is to enhance reliability by facilitating 
implementation of recommendations and required actions and by tracking and reporting 
completion. 

SERC conducts several functions that are very closely related to reliability improvement but are 
presented separately in the SERC business plan to be consistent with NERC’s division of 
functions.  In addition to the reliability improvement function described above, SERC performs a 
situation awareness function by reporting normal daily conditions on the bulk power system and 
reporting elevated risk conditions when they occur.  SERC also coordinates information in 
response to an event on the bulk power system.  SERC conducts event analyses as needed, in 
coordination with applicable registered entities, NERC, and FERC. 

SERC performs these three functions – reliability improvement and recommendations tracking; 
situation awareness; and events analysis – using two full time staff.  One of those staff is 
identified as a Reliability Engineer here under the Reliability Improvement Program and the 
other is identified as Manager of Situation Awareness and Event Analysis under the Situation 
Awareness and CIP Program.  In effect, however, these individuals work together and share 
responsibilities.
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2009 Goals and Objectives
1. Working with the SERC committees, effectively coordinate, track and bring to closure the 

mitigation of recommendations directed to SERC entities in alerts or through event 
analysis lessons learned. 

Funding Requirements — Explanation of Increase (Decrease)
The budget for this program, excluding the $206,000 showing in 2008 for the OATI Scheduling 
Tool, is proposed to increase from $234,620 in 2008 to $276,805 in 2009, an increase of 18%.  
The $206,000 for the scheduling tool has been moved to IT for budgeting purposes.  The 
increase is driven by an increase in staffing by approximately half of an FTE, which is partially 
offset by reduced travel expenses. 

Staffing Needs

Hiring Plans - This function was budgeted in 2008 to be approximately half an FTE, 
sharing a staff member with the Situation Awareness function.  However, Situation 
Awareness, including event analysis, has grown significantly beyond what was 
anticipated in developing the 2008 budget.  Therefore, SERC proposes to hire a new 
Reliability Engineer in the Reliability Improvement Program to both address 
recommendations tracking and to support the Manager of Situation Awareness in the 
situation awareness and event analysis functions.  Overall, this program area will 
increase in staffing by approximately half an FTE.  This position is also a developmental 
position, similar to the ones described in the compliance program. 

Shared Employees – SERC currently performs only statutory functions and therefore 
does not share any employees with any other organizations, affiliated or not.  SERC 
operates as a separate corporation and is not affiliated with any other entities except that 
SERC members serve as directors on the stakeholder board and member staff 
volunteers serve on various committees. 

Contractors – None.  Some maintenance costs showing under IT are used to support 
the recommendations tracking portion of the SERC Portal.  
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Reliability Improvement Program 
Funding sources and related expenses for the reliability readiness audits and improvement 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 440,620$       440,620$       -$                    276,805$       (163,815)$              
Membership Dues -                -                      -                -                         
Testing Fees -                -                      -                -                         
Services & Software -                -                      -                -                         
Workshops -                -                      -                -                         
Interest -                -                      -                -                         
Miscellaneous -                -                      -                -                         

Total Funding 440,620$      440,620$      -$                   276,805$       (163,815)$             

Expenses
Personnel Expenses

Salaries 118,197$       197,823$       79,626$              178,063$       (19,760)$                
Payroll Taxes 9,167             15,826           6,659                  13,355           (2,471)                    
Benefits 24,796           9,991             (14,805)               16,561           6,570                     
Retirement Costs 8,753             17,584           8,831                  17,159           (425)                       

Total Personnel Expenses 160,913$      241,224$      80,311$             225,138$       (16,086)$               

Meeting Expenses
Meetings 2,640$           7,362$           4,722$                1,800$           (5,562)$                  
Travel 43,740           17,252           (26,488)               31,928           14,676                   
Conference Calls -                1,200             1,200                  977                (223)                       

Total Meeting Expenses 46,380$        25,814$        (20,566)$            34,705$         8,891$                  

Operating Expenses
Consultants 206,000$       -$              (206,000)$           -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent 5,190             4,573             (617)                    5,967             1,394                     
Office Costs 8,081             7,731             (350)                    7,739             8                            
Professional Services 5,000             6,241             1,241                  977                (5,264)                    
Computer Purchase & Maintenance 1,087             -                (1,087)                 -                -                         
Furniture & Equipment 7,969             -                (7,969)                 2,279             2,279                     
Miscellaneous -                755                755                     -                (755)                       
Contingency -                -                -                      -                -                         

Total Operating Expenses 233,327$      19,300$        (214,027)$          16,962$         (2,338)$                 

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 440,620$      286,338$      (154,282)$          276,805$       (9,533)$                 

Change in Assets -$             154,282$      154,282$           -$              (154,282)$             

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Readiness Evaluation and Improvement
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Training, Education, and Operator Certification Program 

Training, Education, and Operator Certification Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 1.33 1.4 1.4 
Total Direct 
Expenses 505,151 403,768 481,276 

Total Indirect 
Expenses 155,316 133,390 119,645 

Total Expenses 660,467 537,158 600,921 

Background 
The major North American blackouts of 1996 and 2003 identified shortfalls in operator 
situational awareness and response to emergency conditions as major contributing factors.  As 
a result, a recent focus of NERC and the industry has turned to developing competency through 
a systematic approach to training and formal certification for all real-time system operators in 
North America. 

The mandatory, enforceable set of planning and operating reliability standards under 
development by NERC underscores the need for effective training of other technical personnel, 
such as system planners, compliance engineers and auditors, and reliability readiness 
evaluators.

Historically, SERC has taken a proactive role in the advancement of technical personnel training 
and development.  Through its annual program of seminars and workshops, SERC has 
promoted improved performance in planning, operation and critical infrastructure protection of 
the bulk power system.  SERC has a reputation for facilitating and providing forums for member 
interaction and exchange of continuing education activities, such as “lessons learned”, 
emergency drills, and inter-area event simulations. 

Program Description and Functions Performed 
SERC’s training services staff works closely with the appropriate SERC and NERC committees 
to develop and manage effective technical personnel training programs for SERC members and 
SERC staff in the areas of system operation and operator certification, planning, audits, and 
compliance.  The program methods include needs analyses, identification of performance gaps, 
design of behavioral learning objectives, development of training materials, program 
implementation, and evaluation.  Additionally, the training function works to ensure that all 
SERC member company instructors are qualified and prepared to deliver the training programs, 
in accordance with systematic instructional design procedures. The specific continuing 
education requirements of the members form the basis of current topics, agendas, and venues 
for SERC-sponsored training seminars and workshops. 

To meet its goals, the SERC training program relies heavily on the technical expertise and 
training experience of SERC committee members.   It is expected that the System Operator 
Subcommittee of the Operating Committee will continue to make a significant contribution to 
both the development and delivery of SERC training activities, as they have done in the past.  
The SERC training program will facilitate and coordinate such training efforts. 
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2009 Goals and Objectives
1. Develop innovative and timely training opportunities to meet industry personnel training 

and education needs in the areas of system operation, operator certification, instructor 
qualification, system planning, audits and compliance.   

2. Assist registered entities in ensuring that real-time operating personnel have the 
competencies required to operate the bulk power system with the highest degree of 
reliability.

3. Ensure SERC staff, members, and registered entities understand reliability issues, 
standards in effect, the SERC compliance monitoring and enforcement program, and 
required compliance documentation. 

4. Develop and deliver training to SERC staff and industry volunteers in the basic tenets of 
compliance auditing, effective use of auditor tools, and effective interviewing and 
information-gathering skills required for the successful performance of a compliance 
audit.

5. Promote the development of qualified instructors in the SERC region who are capable of 
designing and developing effective learning activities based on the systematic approach 
to training. 

6. Assist SERC staff as needed in staying current with the SERC mission, functions and 
services. 

Funding Requirements — Explanation of Increase (Decrease)
The Training and Education Program is planned to be nearly 84% self-funded in 2009.  Overall 
costs will decrease 5% from $505,151 budgeted in 2008 to $481,276 in 2009 due to aggressive 
negotiations with hotel facilities and other efficiencies.  The program was planned to be 34% 
self-funded in 2008. 

Staffing Needs

Hiring Plans – This function is currently served by 1 FTE Manager of Training Services.  
No increase in staffing is anticipated.

Shared Employees – SERC currently performs only statutory functions and therefore 
does not share any employees with any other organizations, affiliated or not.  SERC 
operates as a separate corporation and is not affiliated with any other entities except that 
SERC members serve as directors on the stakeholder board and member staff 
volunteers serve on various committees. 

Contractors – In 2008 SERC initiated a wide-area restoration scenario table-top 
exercise.  Funding is requested in the 2009 budget of $15,000 to leverage off of this 
technical committee work and individual company efforts in order to engage an expert in 
wide-area system restoration training and exercises to enhance the region’s 
preparedness to respond in the event of a wide-spread event.  Specifically this 
consultant will work with SERC to develop and conduct a “next-level” exercise and to 
document results and recommendations.  Funds for the development and maintenance 
of computer-delivered training modules and a tracking tool for continuing education 
hours (CEH) tracking tools are described in the section on Information Technology. 
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Training, Education, and Operator Certification Program 
Funding sources and related expenses for the training, education, and operator certification 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 331,651$       331,651$       -$                    78,276$         (253,375)$
Membership Dues -                -                -                      -                -
Testing Fees -                -                -                      -                -
Services & Software -                -                -                      -                -
Workshops 173,500         244,715         71,215                403,000         158,285
Interest -                -                -                      -                -
Miscellaneous -                -                -                      -                -

Total Funding 505,151$      576,366$      71,215$             481,276$       (95,090)$

Expenses
Personnel Expenses

Salaries 172,431$       184,674$       12,243$              193,855$       9,181$
Payroll Taxes 11,094           14,774           3,680                  14,539           (235)
Benefits 39,497           15,541           (23,956)               17,765           2,224
Retirement Costs 15,195           24,454           9,259                  18,403           (6,051)

Total Personnel Expenses 238,217$      239,443$      1,226$               244,562$       5,119$

Meeting Expenses
Meetings 142,340$       120,514$       (21,826)$             178,820$       58,306$
Travel 60,073           11,920           (48,153)               24,955           13,035
Conference Calls -                1,868             1,868                  977                (891)

Total Meeting Expenses 202,413$      134,302$      (68,111)$            204,752$       70,450$

Operating Expenses
Consultants -$              -$              -$                    15,000$         15,000$
Contracts -                -                -                      -                -
Office Rent 7,414             7,114             (300)                    5,967             (1,147)
Office Costs 39,169           12,026           (27,143)               7,739             (4,287)
Professional Services 5,000             9,708             4,708                  977                (8,731)
Computer Purchase & Maintenance 1,553             -                (1,553)                 -                -
Furniture & Equipment 11,385           -                (11,385)               2,279             2,279
Miscellaneous -                1,175             1,175                  -                (1,175)
Contingency -                -                -                      -                -

Total Operating Expenses 64,521$        30,023$        (34,498)$            31,962$         1,939$

Other Non-Operating Expenses -$             -$             -$                   -$              -$

Total Expenses 505,151$      403,768$      (101,383)$          481,276$       77,508$

Change in Assets -$             172,598$      172,598$           -$              (172,598)$

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training and Education
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Reliability Assessment and Performance Analysis Program 

Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 2.63 4.5 4.5 
Total Direct 
Expenses 528,643 896,413 976,109 

Total Indirect 
Expenses 307,128 428,753 384,575 

Total Expenses 835,770 1,325,166 1,360,684 

Background 
Section 39.11 of the Commission’s regulations requires the ERO to assess the reliability and 
adequacy of the bulk-power system, and to report its findings.  Section 800 of NERC’s Rules of 
Procedure describes the manner in which the assessments will be conducted and the reports 
prepared, and specifies the requirements for regional entities to provide data and information for 
purposes of the assessments.  As a regional entity, SERC collects and compiles data from 
users, owners and operators of the bulk-power system in the region, and submits that data to 
NERC.  In addition, SERC conducts its own assessments of reliability and adequacy of the 
region’s bulk-power system and reports its findings to NERC. 

NERC also prepares special reliability assessment reports on regional, interregional, or 
interconnection bases as conditions warrant or as requested by the NERC board.  Such special 
assessments typically require input and participation by regional entities.  Finally, NERC’s Rules 
of Procedure require NERC to analyze unusual events that occur on the bulk-power system, 
identify the causes of those events, assess past reliability performance, disseminate its findings 
to the industry, and develop reliability performance benchmarks.  To the extent such unusual 
events involve the SERC region, SERC will be involved in such analyses. 

Beginning in early 2008, SERC has separated the Reliability Assessment Program from 
Reliability Services in recognition of the importance of this statutory function that is defined in 
Section 215 of the Federal Power Act.  This program is coordinated by SERC staff and makes 
extensive use of stakeholder volunteer experts in SERC’s Reliability Review Subcommittee 
(RRS), Dynamics Review Subcommittee (DRS), and Data Collection Task Force (DCTF).  The 
supporting inter-regional studies for the reliability assessments are performed by SERC’s 
regional studies groups (Long-Term Power Flow Study Group, Near-Term Power Flow Study 
Group, Dynamics Study Group, and Short Circuit Database Working Group).  Inter-regional and 
interconnection-wide coordination is accomplished through the Eastern-Interconnection 
Reliability Assessment Group (ERAG), formed to further augment the reliability of the bulk-
power system in the joint areas through periodic reviews of generation and transmission 
expansion programs and forecasted system conditions.  An ERAG Management Committee 
(MC) oversees the development of an annual series of power-flow and dynamics base-cases by 
a Multi-regional Modeling Working Group (MMWG).  The ERAG MC and MMWG are each 
comprised of two representatives from each region. These ERAG-MMWG models form the 
basis from which most wide-area interconnected system studies are performed. Funding for 
ERAG-MMWG activities is allocated across the six regional entities in the Eastern 
Interconnection based on Net Energy for Load (NEL). 
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Program Description and Functions Performed 
One of the primary charges of the SERC RRS is to annually perform reliability assessments: 
seasonal assessments of the SERC Region in support of the NERC Reliability Assessment 
Subcommittee’s Summer and Winter Reliability Assessments and a ten-year reliability 
assessment of the SERC region, from which a condensed version is also created in support of 
the NERC Long-term Reliability Assessment.  The RRS has prepared an annual 10-year 
reliability assessment report since 1979.  The report includes (both on a regional and sub-
regional basis) a resource adequacy assessment, a transmission assessment, and a discussion 
of significant reliability issues impacting the SERC region.  The DRS provides input to the RRS 
for this report on pertinent stability-related reliability issues and develops stability-related 
reliability assessments for the sub-regions and region.  While the report has evolved over the 
years, it has generally had a format similar to the NERC Reliability Assessment Subcommittee 
Long-term Reliability Assessment report, but focused on the SERC region.  This report is 
presented annually to both the SERC Engineering Committee and the SERC Executive 
Committee.  This has led to a variety of SERC Board initiatives over the years addressing 
reliability in the SERC region. 

The SERC DCTF’s primary function is to provide reporting parties’ required data per the NERC 
reliability assessment requests.  Data collection activities are carried out on the SERC Portal.  
The SERC Portal is used to specify data requirements and due dates for each data collection 
effort.  The SERC staff maintains and manages areas of the SERC Portal containing reliability 
data requirements.  Additional communication from the SERC staff to the DCTF is 
accomplished via announcements on the Portal, email, phone conferences, and SERC Data 
Collection Task Force meetings.  The SERC staff aggregates the data, performs data checks 
and analyses, and compiles the data for the Region’s reliability assessments data submittals. 

2009 Goals and Objectives
1. Develop and deploy improvements to the SERC Portal for reliability assessment data 

gathering and analysis, as well as other data requests by the NERC and FERC. 

2. Actively engage in NERC’s development of reliability assessment and performance 
analysis programs and requirements to ensure they are practical and effective in 
promoting the reliability of the bulk power system. 

3. Assist SERC members in executing the regional reliability assessment, including the 
addition of scenario analysis introduced by NERC. 

4. Develop regional and/or sub-regional metrics as needed to effectively evaluate and 
communicate the future adequacy of the bulk power system in the region. 

Funding Requirements — Explanation of Increase (Decrease)
The Reliability Assessment Program is planned to increase from $528,643 in the 2008 budget to 
$976,109, an increase of 84.6% that reflects the increased visibility and importance of the 
reliability assessment function.  The increase is in the area of increased staff and use of outside 
consultants to assist in reliability assessment methods and models. 

Staffing Needs

Hiring Plans – This function is currently staffed at 4.5 FTE, which is an increase of 2.2 
compared to the 2008 budget.  These additions were made out of necessity in response 
to the significant changes and demands of the NERC program.  The Director of 
Reliability Assessment is more senior than the manager level anticipated in the 2008 
budget and a data analyst was added as well as a department assistant.  The additional 
0.2 increment results from shifting a part time staff person to focus entirely on reliability 
assessment rather than splitting time with compliance.
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Shared Employees – SERC currently performs only statutory functions and therefore 
does not share any employees with any other organizations, affiliated or not.  SERC 
operates as a separate corporation and is not affiliated with any other entities except that 
SERC members serve as directors on the stakeholder board and member staff 
volunteers serve on various committees. 

Contractors – With respect to the above 2009 Goal 1, Portal development in the area of 
resource assessment will need to continue to track the demands placed on the Portal by 
the NERC Reliably Assessment Subcommittee and Planning Committees. Changes to 
the Long-term and Short-term reliability assessment process have strained to ability of 
SERC’s members, staff and IT resources.  The needs driven by increased requirements 
from the NERC program are reflected in the IT program costs and are accomplished 
largely through software contractors. 

A contract to prepare a series of SERC-specific dynamics cases is conducted bi-
annually.  The last dynamics reduction resulted in the 2007 series cases.  Funding for 
vendor support in developing reduced dynamics models of the SERC region in the 
amount of $50,000 is projected in 2009.  Additionally, the Multi-regional Modeling 
Working Group (MMWG) is no longer funded by NERC.  The Eastern Interconnection 
Reliability Assessment Group (ERAG) was formed among the 6 regions in the Eastern 
Interconnection to continue this effort.  A contract for compiling the 6 regional 
representative series of models into the annual MMWG series of models for both power-
flow and dynamics cases is required.  SERC’s portion of ERAG-MMWG model 
development is projected at $90,000 based on NEL.  Finally, an effort for margin 
analysis to support regional reliability in the area of assessments is included in the 2009 
budget request in the amount of $90,000.   
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Reliability Assessment and Performance Analysis Program 
Funding sources and related expenses for the reliability assessment and performance analysis 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 528,643$       528,643$       -$                    976,109$       447,466$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 528,643$      528,643$      -$                   976,109$       447,466$              

Expenses
Personnel Expenses

Salaries 289,034$       451,833$       162,799$            475,213$       23,380$                 
Payroll Taxes 19,960           36,147           16,187                35,641           (506)                       
Benefits 56,731           49,953           (6,778)                 41,879           (8,074)                    
Retirement Costs 21,501           71,397           49,896                43,144           (28,253)                  

Total Personnel Expenses 387,226$      609,330$      222,104$           595,877$       (13,453)$               

Meeting Expenses
Meetings 34,615$         37,798$         3,183$                53,238$         15,440$                 
Travel 28,808           46,776           17,968                39,333           (7,443)                    
Conference Calls -                6,008             6,008                  3,140             (2,868)                    

Total Meeting Expenses 63,423$        90,582$        27,159$             95,711$         5,129$                  

Operating Expenses
Consultants -$              100,000$       100,000$            230,000$       130,000$               
Contracts -                -                -                      -                -                         
Office Rent 14,643           22,867           8,224                  19,180           (3,687)                    
Office Costs 22,799           38,654           15,855                24,875           (13,779)                  
Professional Services 15,000           31,204           16,204                3,140             (28,064)                  
Computer Purchase & Maintenance 3,066             -                (3,066)                 -                -                         
Furniture & Equipment 22,486           -                (22,486)               7,326             7,326                     
Miscellaneous -                3,776             3,776                  -                (3,776)                    
Contingency -                -                -                      -                -                         

Total Operating Expenses 77,994$        196,501$      118,507$           284,521$       88,020$                

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 528,643$      896,413$      367,770$           976,109$       79,696$                

Change in Assets -$             (367,770)$    (367,770)$          -$              367,770$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis
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Situational Awareness and Infrastructure Security Program 

Situational Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 1.13 1.4 2.4 
Total Direct 
Expenses 289,288 270,599 476,841 

Total Indirect 
Expenses 131,960 133,390 205,107 

Total Expenses 421,248 403,989 681,948 

Background 
For the purpose of consistency with the NERC budget and business planning process and to 
facilitate comparison with other regional entities, SERC has lumped situation awareness and 
critical infrastructure protection in this section of the business plan.  However, in practice SERC 
implements these functions separately.  The situation awareness role is more closely tied to 
bulk power system operations and SERC uses staff and groups expert in operations for this 
function, including the SERC Reliability Coordinator Subcommittee.  Critical infrastructure 
protection is aligned in practice with technical support of and through SERC’s Critical 
Infrastructure Protection Committee, one of SERC’s three standing committees.  

Program Description and Functions Performed – Situational Awareness 
SERC does not have a real-time monitoring capability and does not anticipate such a capability 
as necessary to effectively perform its regional entity functions.  However, SERC will maintain 
effective situational awareness and help ensure that reliability coordinators, balancing 
authorities, transmission operators and appropriate regulatory personnel are aware of situations 
as needed to maintain timely awareness of conditions that present an elevated risk to the 
reliability of the bulk power system.  SERC will accomplish effective awareness by working 
closely with reliability coordinators in the region and through use of the SERC Hotline during 
significant events or adverse conditions.  SERC also achieves situation awareness in the region 
through effective use of publicly available information as well as NERC situational awareness 
tools including the System Data Exchange (SDX), the Reliability Coordinator Information 
System (RCIS), and the Central Repository for Security Events (CRC). 

This program also includes resources to lead or participate in event analyses as may be 
required during 2009.  Event analysis presents a highly uncertain work demand on staff, as the 
number of events involving SERC, if any, can vary, yet each analysis is an extensive 
commitment of resources.  Although the business plan assumes one SERC-led event analysis 
and one in which SERC staff participates (led by an entity, another region, or NERC), any 
additional workload would be addressed through SERC’s cash reserve. 

In SERC, the Situational Awareness Program is closely tied with the Reliability Improvement 
Program, as previously described.  The Manager of Situation Awareness and Event Analysis is 
budgeted within the Situational Awareness Program and the Reliability Engineer is budgeted 
under the Reliability Improvement Program.  However, in actuality the two work together.

2009 Goals and Objectives
1. Demonstrate the capability to respond to system events with accepted and effective 

procedures and communications; event triage; and event analysis – including proactively 
analyzing reliability issues that may not have resulted in an event but may be considered 
precursors of reliability risk. 
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2. Achieve competency in situation awareness reporting for both routine and heightened 
risk situations — including the communication of lessons learned and trend data. 

3. Refine the situation awareness capability at SERC by engaging operating entities (RC’s, 
BA’s and TOP’s) in streamlining the efficiency of situation awareness information 
management and minimizing the burden on entities and operators. 

Program Description and Functions Performed – Infrastructure Security Program
SERC’s Critical Infrastructure Protection Program mirrors that of NERC, with a focus on regional 
issues.  The program is supported by the SERC Critical Infrastructure Protection Committee, 
whose responsibility is to advance the security of the critical electricity infrastructure within 
SERC.  The SERC Cyber Security Compliance Review Subcommittee actively supports 
registered entities within the region meeting the newly approved CIP reliability standards, 
including SERC office cyber systems.  The program will continue outreach to the industry by 
providing ‘how to’ workshops and forums within the region.  SERC staff and stakeholder 
representatives also actively participate in the NERC CIP program and CIPC. 

The CIP resources here are distinct from those in the Compliance Program.  The role here is 
focused on improvement and assistance, while the Compliance Program CIP resources are 
focused on compliance monitoring and enforcement. 

2009 Goals and Objectives
1. Assist registered entities in achieving compliance with infrastructure protection standards 

and directives that may be issued from time to time. 

2. Ensure SERC compliance with any SERC-managed critical assets. 

Funding Requirements — Explanation of Increase (Decrease)
The overall budget in this area will increase from $289,288 to $476,841, an increase of 64.8%.  
This increase, primarily due to an increase from 1.13 to 2.4 FTEs, is necessary for SERC to 
respond effectively to the increased emphasis by FERC and NERC on situational awareness 
and the recent approval of new CIP reliability standards.  The increase in staffing is the result of 
going from 0.6 FTE in situational awareness to 1.0 FTE and from 0.4 FTE in CIP to 1.0 FTE.  
The additional small fractional increase is related to the level of commitment of the Director of 
Reliability Services.  Meeting and travel expenses also increase in association with the 
increased staffing in these areas. 

Staffing Needs

Hiring Plans - SERC will add 1 FTE Manager of Critical Infrastructure Protection to 
support CIP function within the Reliability Services Program, increasing the staffing of 
this function from 0.4 to 1.0 FTE.  As was previously described, the addition of a new 
Reliability Engineer position will allow the Manager of Situation Awareness to become a 
full time role, rather than a part time activity as was budgeted in 2008. 

Shared Employees – SERC currently performs only statutory functions and therefore 
does not share any employees with any other organizations, affiliated or not.  SERC 
operates as a separate corporation and is not affiliated with any other entities except that 
SERC members serve as directors on the stakeholder board and member staff 
volunteers serve on various committees.  

Contractors – Contractor and consultant support to automate situational awareness 
data retrieval has been assigned to IT and no additional external support is anticipated in 
this area. 



Section A — 2009 Business Plan 

2009 SERC Business Plan and Budget  26 
Approved: June 9, 2008 

Situational Awareness and Infrastructure Security Program 
Funding sources and related expenses for the situation awareness and infrastructure security 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 289,288$       289,288$       -$                    476,841$       187,553$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 289,288$      289,288$      -$                   476,841$       187,553$              

Expenses
Personnel Expenses

Salaries 146,351$       168,696$       22,345$              310,591$       141,895$               
Payroll Taxes 11,346           13,496           2,150                  23,294           9,798                     
Benefits 35,660           14,431           (21,229)               41,812           27,381                   
Retirement Costs 12,871           22,575           9,704                  28,747           6,172                     

Total Personnel Expenses 206,228$      219,198$      12,970$             404,444$       185,246$              

Meeting Expenses
Meetings 11,550$         3,002$           (8,548)$               20,625$         17,623$                 
Travel 7,200             18,784           11,584                21,020           2,236                     
Conference Calls -                1,736             1,736                  1,674             (62)                         

Total Meeting Expenses 18,750$        23,522$        4,772$               43,319$         19,797$                

Operating Expenses
Consultants 32,200$         -$              (32,200)$             -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent 6,302             6,606             304                     10,229           3,623                     
Office Costs 9,811             11,167           1,356                  13,268           2,101                     
Professional Services 5,000             9,015             4,015                  1,674             (7,341)                    
Computer Purchase & Maintenance 1,320             -                (1,320)                 -                -                         
Furniture & Equipment 9,677             -                (9,677)                 3,907             3,907                     
Miscellaneous -                1,091             1,091                  -                (1,091)                    
Contingency -                -                -                      -                -                         

Total Operating Expenses 64,310$        27,879$        (36,431)$            29,078$         1,199$                  

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 289,288$      270,599$      (18,689)$            476,841$       206,242$              

Change in Assets -$             18,689$        18,689$             -$              (18,689)$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situational Awareness and Infrastructure Security
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Administrative Services 

Administrative Services Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 10.4 10.0 10.4 
Total Indirect 
Expenses 2,516,584 2,582,048 2,786,025

Technical Committees and Member Forums 

Background 
A hallmark of SERC’s mission since its formation in 1970 has been its member-driven 
focus, relying on the technical expertise of volunteers from its member organizations to 
lead its technical committees.  Participants in SERC committees and subgroups total 
more than 400 individuals, many of whom also provide volunteer technical support at the 
NERC level. As the regional entity, SERC will continue to promote a high level of 
participation and effort by the best technical experts the region’s industry has to offer. 

The SERC Operating Committee (OC) provides a forum for the discussion and 
resolution of operating reliability issues within the SERC Region and provides a 
mechanism for the coordination of activities in the area of operations.  The purpose of 
the OC is to promote the reliability and security of the bulk-power system, through the 
development of SERC regional reliability standards and other engineering/planning 
documents (e.g., guidelines, procedures, white papers).  The committee coordinates 
activities in the area of operations and, as may be required pursuant to the Electric 
Reliability Organization Rules of Procedure, verifies that operating entities (Balancing 
Authorities, Transmission Operators, and Reliability Coordinators) within the Region 
meet all of the requirements for certification as set forth in the ERO certification 
procedures.  The Operating Committee has created several subcommittees to provide 
technical assistance and advice on a continuing basis in specific area of operations. 

The purpose of the Engineering Committee and its associated subgroups is to promote 
the reliability and adequacy of the bulk-power system, as related to the planning and 
engineering of electric systems, through the development of SERC regional reliability 
standards and other engineering/planning documents (e.g., guidelines, procedures, 
reference documents, white papers).  The committee provides a mechanism for the 
coordination of activities in the areas of planning and engineering. 

Program Description and Functions Performed 
The success of the SERC programs depends on the active and direct participation of its 
members.  The stakeholders are the source of expertise in the industry, and provide the 
force that raises the bar for enhancing reliability through technical excellence.  The 
SERC Operating Committee and Engineering Committee each hold three (3) scheduled 
meetings each year and, as necessary, executive committee and conference call 
meetings.  These meetings provide an opportunity for SERC members to address topics 
related to the reliable planning and operation of the power system, including related 
critical infrastructure and environmental issues. The purpose of these meetings is to: 

 Participate in the establishment of reliability policies and standards; 

 Participate in the measurement of performance relative to these policies and 
standards;   
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 Develop and exchange information with respect to operating matters relating to 
the reliability and adequacy of bulk power supplies; 

 Review as necessary reliability and adequacy activities within the region in order 
to meet expected standards and measurements; 

 Support the application of the NERC readiness evaluation program for improving 
the overall reliability and efficiency of operations within the SERC Region; and  

 Perform technical functions through assignment of specific tasks to 
subcommittees and working groups as follows: 

o OC NAESB Working Group (NWG) is responsible for developing and 
maintaining a forum for discussing, reviewing and commenting on any 
regional reliability issues that may arise from NAESB standards development. 

o OC Operations Planning Subcommittee (OPS) ensures that operations 
planning information is shared and coordinated (typically a time frame from 
the current hour through13 months into the future).  This subcommittee 
addresses issues from the SERC Operating and Engineering Committees.  In 
addition, the OPS facilitates the sharing of data and information with other 
entities outside of the SERC Region who have the responsibility for improving 
security and reliability in the Eastern Interconnection. 

o OC SERC Available Transfer Capability Working Group (ATCWG) is 
responsible for developing and maintaining SERC procedures for determining 
transfer capabilities and reliability margins that are in compliance with the 
NERC Reliability Standards MOD-001 through 009. 

o OC Real Time Modeling Working Group (RMWG) provides overall direction 
for the exchange of real-time system modeling information to ensure that 
real-time models used by SERC reliability coordinators have consistent, 
accurate, and timely system representations to support wide-area real-time 
system analyses. 

o OC Reliability Coordinator Subcommittee (RCS) is responsible for reviewing 
operational events associated with the performance and/or actions of the 
SERC reliability coordinators; reviewing proposed NERC/SERC 
policy/standards concerning the duties of the reliability coordinator; facilitating 
coordination of practices among the SERC reliability coordinators; and 
addressing reliability coordinator related issues assigned to it by the SERC 
Operating Committee or as deemed relevant by the RCS. 

o OC Telecommunications Subcommittee (TSC) has a primary function to keep 
the SERC OC informed on communication matters and developments which 
are of interest and concern to electric power system operations. 

o OC Vegetation Management Subcommittee (VMS) - advises the SERC OC 
concerning vegetation management issues. The VMS reviews and develops 
comments on NERC reliability standards that impact right of way 
maintenance and vegetation management, and recommends development of 
SERC regional standards and/or SERC standing committee documents 
(guidelines, procedures, etc.) as appropriate. 

o EC Generation Subcommittee (GS) advises the SERC EC concerning 
generation issues. The GS reviews and develops comments on NERC 
reliability standards that impact generating stations, and recommends 
development of SERC regional standards and/or SERC standing committee 
documents (guidelines, procedures, etc.) as appropriate. 
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o EC Protection and Control Subcommittee (PCS) advises the SERC EC 
concerning protection and control issues. The PCS reviews and develops 
comments on NERC reliability standards that impact protection and control, 
and recommends development of SERC regional standards and/or SERC 
standing committee documents (guidelines, procedures, etc.) as appropriate. 
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2009 Goals and Objectives 
1. Develop co-ownership of the role of SERC’s reliability services functions by 

conducting issue-focused and timely meetings of the SERC standing committees 
and their associated subgroups and by encouraging broad participation by all sectors 
of SERC membership where possible. 

2. Conduct an analysis of committee involvement in delegated functions and realign 
subgroup charters to ensure meaningful engagement in the development of reliability 
issues.

3. Communicate with the industry through the SERC website, SERC portal, SERC 
committee rosters and associated distribution lists as well as face-to-face and 
conference-call meetings as an effective means to achieve industry education and 
collaboration on common reliability issues. 

4. Participate in NERC, outside regional, and industry activities as needed to stay 
abreast of current issues and to support SERC Standing Committees and their 
associated subgroups. 

5. Provide effective knowledge transfer and information sharing in support of a reliable 
bulk power system. 

6. Maintain a strong workforce of volunteer experts working on SERC functions. 

 Funding Requirements — Explanation of Increase (Decrease)
Funding in the area of technical committees and member forums is planned to increase 
from $649,057 to $773,251, an increase of 19.1% that is attributable mainly to higher 
than anticipated costs of meetings and travel. 

SERC reports this activity as an indirect cost in accordance with NERC requirements.  
However, within the region the activities and results attributed to committee activities are 
direct contributors to reliability.  SERC has a tradition of an exceptionally strong base of 
volunteerism by the members.  These experts deliver results that are at the front line of 
improving reliability.  Because the committee activities are more robust than is typical of 
other regional entities, the cost appears as a larger than expected indirect cost. 

 Staffing Needs

Hiring Plans - This function is currently served by 1 FTE Manager of Operations 
and 1 FTE Manager of Planning and Engineering.  No increase in staffing is 
anticipated.  

Shared Employees – SERC currently performs only statutory functions and 
therefore does not share any employees with any other organizations, affiliated 
or not.  SERC operates as a separate corporation and is not affiliated with any 
other entities except that SERC members serve as directors on the stakeholder 
board and member staff volunteers serve on various committees. 

Contractors – No contractor resources are anticipated for this area. 
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Technical Committees and Member Forums 
Funding sources and related expenses for the Members’ Forums section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 649,057$       649,057$       -$                    773,251$       124,194$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                210                210                     -                (210)                       

Total Funding 649,057$      649,267$      210$                  773,251$       123,984$              

Expenses
Personnel Expenses

Salaries 312,832$       410,766$       97,934$              366,536$       (44,230)$                
Payroll Taxes 19,385           32,861           13,476                27,490           (5,371)                    
Benefits 44,811           26,642           (18,169)               33,684           7,042                     
Retirement Costs 27,978           44,358           16,380                34,928           (9,430)                    

Total Personnel Expenses 405,006$      514,627$      109,621$           462,638$       (51,989)$               

Meeting Expenses
Meetings 134,355$       150,552$       16,197$              202,475$       51,923$                 
Travel 48,879           72,688           23,809                77,387           4,699                     
Conference Calls -                3,204             3,204                  1,674             (1,530)                    

Total Meeting Expenses 183,234$      226,444$      43,210$             281,536$       55,092$                

Operating Expenses
Consultants -$              25,076$         25,076$              -$              (25,076)$                
Contracts -                -                -                      -                -                         
Office Rent 12,975           12,196           (779)                    10,229           (1,967)                    
Office Costs 20,201           20,615           414                     13,267           (7,348)                    
Professional Services 5,000             16,642           11,642                1,674             (14,968)                  
Computer Purchase & Maintenance 2,717             -                (2,717)                 -                -                         
Furniture & Equipment 19,924           -                (19,924)               3,907             3,907                     
Miscellaneous -                2,014             2,014                  -                (2,014)                    
Contingency -                -                -                      -                -                         

Total Operating Expenses 60,817$        76,543$        15,726$             29,077$         (47,466)$               

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 649,057$      817,614$      168,557$           773,251$       (44,363)$               

Change in Assets -$             (168,347)$    (168,347)$          -$              168,347$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums
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General and Administrative 

Functional Description 
The SERC general and administrative function provides executive management of the 
corporation, management of the SERC office, and other administrative support 
programs.

 Funding Requirements — Explanation of Increase (Decrease) 
$210,453 has been allocated under General and Administrative to recognize the need to 
increase the SERC cash reserve by that amount in 2009 to stay consistent with SERC’s 
policy of maintaining a cash reserve of 10% of annual operating costs. 

Excluding the amount to increase the reserve, the costs of General and Administrative 
functions are proposed to increase from $708,759 to $1,217,205, an increase of 71.7% 
compared to 2008 budget.  Of this increase, $499,491 or 98.2% is simply related to the 
transfer of all salary and benefits from the other administrative departments (IT, HR and 
Finance) to be included in General & Administrative costs due to the small size of these 
departments.  There is a corresponding decrease in the other departments under 
Personnel Expenses. 

Office supplies are administrative costs to support office operations.  With the majority of 
staff working from the central office, it is necessary to increase office supply costs by 
10%.

$20,000 is included under the furniture budget to allow for the purchase of filing cabinets 
and bookcases, which were not included in the initial outfitting of the new office. 

 Staffing Needs

Hiring Plans – This function is currently served by 8 FTEs.  All personnel costs 
for the other administrative functions, including information technology, finance, 
and human resources, have been transferred to General & Administrative.  No 
increase in staffing is anticipated in any of these areas.  

Shared Employees – SERC currently performs only statutory functions and 
therefore does not share any employees with any other organizations, affiliated 
or not.  SERC operates as a separate corporation and is not affiliated with any 
other entities except that SERC members serve as directors on the stakeholder 
board and member staff volunteers serve on various committees. 

  Contractors – None required for 2009. 
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General and Administrative 
Funding sources and related expenses for the general and administrative section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 666,759$       666,759$       -$                    1,427,658$    760,899$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest 42,000           20,716           (21,284)               -                (20,716)                  
Miscellaneous -                -                -                      -                -                         

Total Funding 708,759$      687,475$      (21,284)$            1,427,658$    740,183$              

Expenses
Personnel Expenses

Salaries 456,421$       806,984$       350,563$            890,649$       83,665$                 
Payroll Taxes 20,962           64,559           43,597                66,799           2,240                     
Benefits 70,367           84,365           13,998                79,132           (5,233)                    
Retirement Costs 39,389           121,888         82,499                81,619           (40,269)                  

Total Personnel Expenses 587,139$      1,077,796$   490,657$           1,118,199$    40,403$                

Meeting Expenses
Meetings 8,350$           2,028$           (6,322)$               15,500$         13,472$                 
Travel 40,506           74,508           34,002                43,870           (30,638)                  
Conference Calls -                6,350             6,350                  2,093             (4,257)                    

Total Meeting Expenses 48,856$        82,886$        34,030$             61,463$         (21,423)$               

Operating Expenses
Consultants -$              672$              672$                   -$              (672)$                     
Contracts -                -                -                      -                -                         
Office Rent 16,682           15,244           (1,438)                 12,787           (2,457)                    
Office Costs 26,974           25,769           (1,205)                 17,779           (7,990)                    
Professional Services -                20,803           20,803                2,093             (18,710)                  
Computer Purchase & Maintenance 3,232             -                (3,232)                 -                -                         
Furniture & Equipment 25,876           -                (25,876)               4,884             4,884                     
Miscellaneous -                2,517             2,517                  -                (2,517)                    
Contingency -                -                      -                -                         

Total Operating Expenses 72,764$        65,005$        (7,759)$              37,543$         (27,462)$               

Other Non-Operating Expenses -$             -$             -$                   210,453$       210,453$              

Total Expenses 708,759$      1,225,687$   516,928$           1,427,658$    201,971$              

Change in Assets -$             (538,212)$    (538,212)$          -$              538,212$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative
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Legal and Regulatory 

Functional Description 
SERC legal consultants provide legal advice to the CEO, Board of Directors, and staff on 
legal and regulatory matters affecting SERC; review items filed with governmental 
agencies for legal sufficiency; and review all contracts. 

 Assure continuing recognition of SERC as a regional entity. 

 Obtain regulatory approvals for new and revised regional reliability standards on 
a timely basis. 

 Provide hearing officer services for all contested compliance actions, and other 
services as needed, such as transcription. 

 Provide legal counsel as needed for SERC during compliance proceedings. 

 Process all appeals of compliance actions in an effective and efficient manner. 

 Liaison with the appropriate authorities regarding responses/filings to related 
governmental/regulatory directives/orders. 

 Review all contracts and changes to personnel policies. 

 Funding Requirements — Explanation of Increase (Decrease)
SERC depends on outside resources for legal support.  Legal support for corporate 
activities, including all statutory functions except compliance, is anticipated to increase 
from $27,200 in 2008 to $82,400 in 2009.  The cost of legal support for the Compliance 
Program, including hearing officers and legal counsel during compliance proceedings 
have been allocated to the Compliance Program. 

SERC currently has retained counsel in Birmingham, Alabama for corporate and 
personnel affairs and separate counsel based in Washington, D.C. for regulatory affairs 
and matters involving compliance. 

 Staffing Needs

Hiring Plans – This function is currently served by 0 FTEs.  No increase in 
staffing is anticipated.

Shared Employees – SERC currently performs only statutory functions and 
therefore does not share any employees with any other organizations, affiliated 
or not.  SERC operates as a separate corporation and is not affiliated with any 
other entities except that SERC members serve as directors on the stakeholder 
board and member staff volunteers serve on various committees. 

  Contractors - None required for 2009. 
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Legal and Regulatory 
Funding sources and related expenses for the legal and regulatory section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 27,200$         27,200$         -$                    82,400$         55,200$                 
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 27,200$        27,200$        -$                   82,400$         55,200$                

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                -                -                      -                -                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses -$             -$             -$                   -$              -$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs 2,200             -                (2,200)                 2,400             2,400                     
Professional Services 25,000           41,168           16,168                80,000           38,832                   
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 27,200$        41,168$        13,968$             82,400$         41,232$                

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 27,200$        41,168$        13,968$             82,400$         41,232$                

Change in Assets -$             (13,968)$      (13,968)$            -$              13,968$                

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Legal and Regulatory
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Information Technology 

Functional Description 
The Information Technology area of SERC offers project and vendor management for all 
current technology related contracts.  The technology group at SERC supports other 
staff and SERC members with the portal system and core technology infrastructure.  
Current SERC projects include: 

 Guidance (hosting and development for Portal and SERC web site) 

 Indosoft  (OC hot line equipment vendor)  

 Deltacom Circuits (Conference Bridge, OC hotline service)   

 OATI Checkout Tool (OC project for region wide scheduling checkout tool) 

 Conference Bridge (SERC-owned conference call bridge) 

 Webex (web meeting and collaboration solution) 

2009 Goals and Objectives 
1. Continue to develop and maintain the Portal through collaboration with other 

regions and NERC. 

2. Update the SERC public and nonpublic web site for improved navigation and 
accessibility. 

3. Maintain the SERC Hotline. 

4. Maintain and support the OATI Scheduling Checkout Tool. 

5. Establish a SERC-owned conference bridge to handle conference calls. 

6. Establish a web meeting solution. 

 Funding Requirements — Explanation of Increase (Decrease)
In 2009, SERC is expanding its work on the Portal substantially to include reliability 
assessment, recommendations tracking and other data support functions.  However, 
contractor cost increases are increasing only $53,000. 

Overall, the projected costs in this area are decreasing from $692,966 to $447,027, a 
decrease of 35.5%.  Most of this decrease can be attributed to transferring the personnel 
costs to General & Administrative. 

 Staffing Needs

Hiring Plans – Personnel costs for this function have been transferred to 
General & Administrative and no increase in staffing is anticipated.

Shared Employees – SERC currently performs only statutory functions and 
therefore does not share any employees with any other organizations, affiliated 
or not.  SERC operates as a separate corporation and is not affiliated with any 
other entities except that SERC members serve as directors on the stakeholder 
board and member staff volunteers serve on various committees. 

Contractors – SERC will use contractors for computer and communications 
support; IT Web and Portal Support; Checkout Tool; and Hotline maintenance.   
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Information Technology 
Funding sources and related expenses for the information technology section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 692,966$       692,966$       -$                    447,027$       (245,939)$
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 692,966$      692,966$      -$                   447,027$       (245,939)$

Expenses
Personnel Expenses

Salaries 196,509$       -$              (196,509)$           -$              -$                       
Payroll Taxes 15,367           -                (15,367)               -                -                         
Benefits 45,875           -                (45,875)               -                -                         
Retirement Costs 17,830           -                (17,830)               -                -                         

Total Personnel Expenses 275,581$      -$             (275,581)$          -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                3,608             3,608                  5,000             1,392                     
Conference Calls -                2,136             2,136                  1,395             (741)                       

Total Meeting Expenses -$             5,744$          5,744$               6,395$           651$                     

Operating Expenses
Consultants -$              57,729$         57,729$              -$              (57,729)$
Contracts 363,400         289,212         (74,188)               416,400         127,188
Office Rent 11,677           8,130             (3,547)                 8,525             395                        
Office Costs 21,931           13,743           (8,188)                 11,056           (2,687)                    
Professional Services -                11,095           11,095                1,395             (9,700)                    
Computer Purchase & Maintenance 2,445             -                (2,445)                 -                -                         
Furniture & Equipment 17,932           -                (17,932)               3,256             3,256                     
Miscellaneous -                1,343             1,343                  -                (1,343)                    
Contingency -                -                -                      -                -                         

Total Operating Expenses 417,385$      381,252$      (36,133)$            440,632$       59,380$

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 692,966$      386,996$      (305,970)$          447,027$       60,031$

Change in Assets -$             305,970$      305,970$           -$              (305,970)$

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Information Technology
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Human Resources 

Functional Description 

 Recruit stellar employees. 

 Maintain appropriate salaries and benefits based on industry data. 

 Provide for employee training programs. 

 Update the employee handbook. 

 Funding Requirements — Explanation of Increase (Decrease)
Cost of the human resources support is planned to decrease approximately 91.2% in 
2009.  This decrease can be attributed to transferring the personnel costs to General & 
Administrative.

 Staffing Needs

Hiring Plans – Personnel costs for this function have been transferred to 
General & Administrative and no increase in staffing is anticipated.

Shared Employees – SERC currently performs only statutory functions and 
therefore does not share any employees with any other organizations, affiliated 
or not.  SERC operates as a separate corporation and is not affiliated with any 
other entities except that SERC members serve as directors on the stakeholder 
board and member staff volunteers serve on various committees. 

  Contractors – None required for 2009. 
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Human Resources 
Funding sources and related expenses for the human resources section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 43,814$         43,814$         -$                    3,843$           (39,971)$                
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 43,814$        43,814$        -$                   3,843$           (39,971)$               

Expenses
Personnel Expenses

Salaries 27,043$         -$              (27,043)$             -$              -$                       
Payroll Taxes 2,117             -                (2,117)                 -                -                         
Benefits 5,603             -                (5,603)                 -                -                         
Retirement Costs 1,874             -                (1,874)                 -                -                         

Total Personnel Expenses 36,637$        -$             (36,637)$            -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                -                -                      -                -                         
Conference Calls -                400                400                     209                (191)                       

Total Meeting Expenses -$             400$             400$                  209$              (191)$                    

Operating Expenses
Consultants -$              27,596$         27,596$              -$              (27,596)$                
Contracts -                -                -                      -                -                         
Office Rent 1,668             1,525             (143)                    1,279             (246)                       
Office Costs 2,598             2,577             (21)                      1,658             (919)                       
Professional Services -                2,080             2,080                  209                (1,871)                    
Computer Purchase & Maintenance 349                -                (349)                    -                -                         
Furniture & Equipment 2,562             -                (2,562)                 488                488                        
Miscellaneous -                252                252                     -                (252)                       
Contingency -                -                -                      -                -                         

Total Operating Expenses 7,177$          34,030$        26,853$             3,634$           (30,396)$               

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 43,814$        34,430$        (9,384)$              3,843$           (30,587)$               

Change in Assets -$             9,384$          9,384$               -$              (9,384)$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Human Resources



Section A — 2009 Business Plan 

2009 SERC Business Plan and Budget  40 
Approved: June 9, 2008 

Finance and Accounting 

Functional Description 
The objectives are to provide the financial and accounting services for SERC, and 
coordinate with NERC requirements through: 

 Provide payroll and expense administration. 

 Prepare quarterly financial statements. 

 File federal and state tax and other forms required of non-profit corporations. 
Review and improve fiscal controls and complete a year-end external audit. 

 Funding Requirements — Explanation of Increase (Decrease)
The costs for Finance and Accounting are planned to decrease from $394,788 in 2008 to 
$51,846 in 2009.  This decrease is mainly attributed to transferring the personnel costs 
to General & Administrative.  Also, there were one-time costs associated with the start 
up of the Charlotte office that were budgeted in 2008 that do not appear in 2009. 

 Staffing Needs

Hiring Plans - Personnel costs for this function have been transferred to General 
& Administrative and no increase in staffing is anticipated.

Shared Employees – SERC currently performs only statutory functions and 
therefore does not share any employees with any other organizations, affiliated 
or not.  SERC operates as a separate corporation and is not affiliated with any 
other entities except that SERC members serve as directors on the stakeholder 
board and member staff volunteers serve on various committees. 

  Contractors – None required for 2009.
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Finance and Accounting 
Funding sources and related expenses for the accounting and finance section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 394,788$       394,788$       -$                    11,846$         (382,942)$              
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      40,000           40,000                   
Miscellaneous -                -                -                      -                -                         

Total Funding 394,788$      394,788$      -$                   51,846$         (342,942)$             

Expenses
Personnel Expenses

Salaries 193,594$       -$              (193,594)$           -$              -$                       
Payroll Taxes 15,284           -                (15,284)               -                -                         
Benefits 56,272           -                (56,272)               -                -                         
Retirement Costs 22,586           -                (22,586)               -                -                         

Total Personnel Expenses 287,736$      -$             (287,736)$          -$              -$                      

Meeting Expenses
Meetings -$              500$              500$                   275$              (225)$                     
Travel 2,970             3,092             122                     1,475             (1,617)                    
Conference Calls -                3,604             3,604                  1,884             (1,720)                    

Total Meeting Expenses 2,970$          7,196$          4,226$               3,634$           (3,562)$                 

Operating Expenses
Consultants -$              11,057$         11,057$              -$              (11,057)$                
Contracts -                -                -                      -                -                         
Office Rent 15,014           13,720           (1,294)                 11,508           (2,212)                    
Office Costs 37,870           23,192           (14,678)               18,425           (4,767)                    
Professional Services 25,000           18,723           (6,277)                 13,884           (4,839)                    
Computer Purchase & Maintenance 3,144             -                (3,144)                 -                -                         
Furniture & Equipment 23,054           -                (23,054)               4,395             4,395                     
Miscellaneous -                2,266             2,266                  -                (2,266)                    
Contingency -                -                -                      -                -                         

Total Operating Expenses 104,082$      68,958$        (35,124)$            48,212$         (20,746)$               

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 394,788$      76,154$        (318,634)$          51,846$         (24,308)$               

Change in Assets -$             318,634$      318,634$           -$              (318,634)$             

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Finance and Accounting
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Section B — 2009 Budget 

2008 Budget and Projection and 2009 Budget Comparisons 

Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 7,775,521$         7,775,521$         -$                    9,652,546$         1,877,025$            
Membership Dues -                      -                      -                      -                      -                         
Testing Fees -                      -                      -                      -                      -                         
Services & Software -                      -                      -                      -                      -                         
Workshops 173,500              244,715              71,215                 403,000              158,285                 
Interest 42,000                20,716                (21,284)               40,000                19,284                   
Miscellaneous -                      210                     210                      -                      (210)                       

Total Funding 7,991,021$        8,041,162$        50,141$              10,095,546$       2,054,384$           

Expenses
Personnel Expenses

Salaries 3,962,530$         4,539,515$         576,985$             5,392,546$         853,031$               
Payroll Taxes 247,416              363,162              115,746               404,441              41,279                   
Benefits 761,085              396,851              (364,234)             551,341              154,490                 
Retirement Costs 356,123              607,741              251,618               504,997              (102,744)                

Total Personnel Expenses 5,327,154$        5,907,269$        580,115$            6,853,325$         946,056$              

Meeting Expenses
Meetings 378,465$            378,874$            409$                    634,633$            255,759$               
Travel 409,044              529,272              120,228               601,168              71,896                   
Conference Calls -                      40,654                40,654                 30,000                (10,654)                  

Total Meeting Expenses 787,509$           948,800$           161,291$            1,265,801$         317,001$              

Operating Expenses
Consultants 388,200$            293,970$            (94,230)$             325,000$            31,030$                 
Contracts 363,400              289,212              (74,188)               599,700              310,488                 
Office Rent 177,939              181,663              3,724                   183,277              1,614                     
Office Costs 331,319              307,083              (24,236)               265,990              (41,093)                  
Professional Services 305,000              289,070              (15,930)               322,000              32,930                   
Computer Purchase & Maintenance 37,000                -                      (37,000)               -                      -                         
Furniture & Equipment 273,500              -                      (273,500)             70,000                70,000                   
Miscellaneous -                      30,000                30,000                 -                      (30,000)                  
Contingency -                      -                      -                      -                      -                         

Total Operating Expenses 1,876,358$        1,390,998$        (485,360)$          1,765,967$         374,969$              

Other Non-Operating Expenses -$                    -$                    -$                    210,453$            210,453$               

Total Expenses 7,991,021$        8,247,067$        256,046$            10,095,546$       1,848,479$           

Change in Assets -$                   (205,905)$          (205,905)$          -$                    205,905$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

STATUTORY
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Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009
Change from 

Projection

Operational Programs
Reliability Standards 1.3 1.4 1.4 0.0
Compliance and Organization Registration and Certification 14.2 17.0 21.5 4.5
Reliability Readiness Audit and Improvement 0.9 1.4 1.4 0.0
Training and Education 1.3 1.4 1.4 0.0
Reliability Assessment and Performance Analysis 2.6 4.5 4.5 0.0
Situational Awareness and Infrastructure Security 1.1 1.4 2.4 1.0

Total FTEs Operational Programs 21.6 27.1 32.6 5.5

Administrative Programs
Member Forums 2.3 2.4 2.4 0.0
General & Administrative 8.1 7.6 8.0 0.4
Information Technology 0.0 0.0 0.0 0.0
Legal and Regulatory 0.0 0.0 0.0 0.0
Human Resources 0.0 0.0 0.0 0.0
Accounting 0.0 0.0 0.0 0.0

Total FTEs Administrative Programs 10.4 10.0 10.4 0.4

Total FTEs 32.0 37.1 43.0 5.9

STATUTORY
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2008 Organizational Chart 

Incremental values show actual 2008 staffing compared to 2008 budget. 

Table 3 
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2009 Organizational Chart 
Incremental values show increase in staffing from 2008 budget to 2009 budget. 
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Reserve Balance 

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 1,005,217

2008 ERO Funding (from LSEs or designees) 7,775,521
2008 Other funding sources (Cash basis) 265,431

Less:  '2008 Projected expenses & capital expenditures (Cash basis) (8,247,067)

Projected Working Capital Reserve (Deficit), December 31, 2008 799,102

Desired Working Capital Reserve, December 31, 2009 1 1,009,555

Less:  Projected Working Capital Reserve (Deficit), December 31, 2008 799,102

Increase(decrease) in assessments to achieve desired Working Capital Reserve 210,453

2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 9,885,093
Less:  Other Funding Sources (Cash Basis) (443,000)

Adjustment to achieve desired Working Capital Reserve 210,453
2009 Assessment 9,652,546

1 As documented in the April 23, 2008 minutes, the SERC Board of Directors has approved the establishment of a 
cash reserve equal to 10% of its budgeted annual statutory operating costs, with the understanding that
should it become necessary to spend any of the reserve funds, the President shall provide a report detailing such 
expenditures at the next regular meeting of the Board of Directors.

Working Capital Reserve Analysis 2008-2009
STATUTORY
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Breakdown by Statement of Activity Sections 
The following detailed schedules are in support of Table 1, page 55, of the 2009 RE Business 
Plan and Budget.  All significant variances have been disclosed by program area in the 
preceding pages. 

Supplemental Funding 
Table B-1 

Outside Funding Breakdown By Program
 (excluding ERO Assessments)

Budget
2008

Projection
2008

Budget          
2009 Variance Variance %

Training and Education
Workshops 173,500$               244,715$               403,000$               158,285$               64.68%
 Total 173,500$               244,715$               403,000$               158,285$               64.68%

General and Administrative
Interest Income 42,000$                 20,716$                 40,000$                 19,284$                 93.09%
 Total 42,000$                 20,716$                 40,000$                 19,284$                 93.09%

Total Outside Funding 215,500$              265,431$              443,000$              177,569$               66.90%
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Personnel Expenses 

Table B-2 

Personnel Expenses
Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
Salaries
Salary 3,923,297$        4,539,515$        5,392,546$        853,031$           18.79%
Employment Agency Fees -                     -                     -                     -                      
Temporary Office Services 39,233               -                     -                     -                      
Total Salaries 3,962,530$        4,539,515$        5,392,546$        853,031$           18.79%

Payroll Taxes
FICA 183,168$           272,371$           377,478$           105,107$           38.6%
Medicare 56,888               68,093               -                     (68,093)              -100.0%
SUI 7,360                 18,158               21,570               3,412                 18.8%
FUI -                     4,540                 5,393                 853                    18.8%
Total Payroll Taxes 247,416$           363,162$           404,441$           41,279$             11.4%

Benefits
Workers Compensation 33,683$             -$                   9,000$               9,000$                
Medical Insurance 528,000             267,812             309,522             41,710               15.6%
Life-LTD Insurance 25,787               58,539               142,856             84,317               144.0%
Education 19,615               12,000               26,963               14,963               124.7%
Relocation 154,000             58,500               63,000               4,500                 7.7%
Total Benefits 761,085$           396,851$           551,341$           154,490$           38.9%

Retirement
Profit Sharing Plan / SERP -$                   308,705$           240,475$           (68,230)$            -22.1%
Savings Plan 356,123             299,036             264,522             (34,514)              -11.5%
Total Retirement 356,123$           607,741$           504,997$           (102,744)$          -16.9%

Total Personnel Costs 5,327,154$        5,907,269$       6,853,325$       946,056$           16.0%
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Meeting Expenses 
Table B-3 

Meeting Expenses

Meeting Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards $       14,340 $         6,374 $         8,650 2,276$          35.71%
Compliance and Organization Registration and Certification          30,275          50,744        153,250 102,506        202.01%
Reliability Readiness Audit and Improvement            2,640            7,362            1,800 (5,562)          -75.55%
Reliability Assessment and Performance Analysis          34,615          37,798          53,238 15,440          40.85%
Training and Education        142,340        120,514        178,820 58,306          48.38%
Situational Awareness and Infrastructure Security          11,550            3,002          20,625 17,623          587.04%
Committee and Member Forums        134,355        150,552        202,475 51,923          34.49%
General and Administrative            8,350            2,028          15,500 13,472          664.30%
Legal and Regulatory                  -                    -                    -   -                
Information Technology                  -                    -                    -   -                
Human Resources                  -                    -                    -   -                
Accounting and Finance                  -                 500               275 (225)             -45.00%
Total Meeting Expenses $     378,465 $     378,874 $     634,633  $     255,759 67.51%

Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards $       10,770 $       23,852 $         8,130 (15,722)$      -65.91%
Compliance and Organization Registration and Certification        166,098        256,792        348,070 91,278          35.55%
Reliability Readiness Audit and Improvement          43,740          17,252          31,928 14,676          85.07%
Reliability Assessment and Performance Analysis          28,808          46,776          39,333 (7,443)          -15.91%
Training and Education          60,073          11,920          24,955 13,035          109.35%
Situational Awareness and Infrastructure Security            7,200          18,784          21,020 2,236            11.90%
Committee and Member Forums          48,879          72,688          77,387 4,699            6.46%
General and Administrative          40,506          74,508          43,870 (30,638)        -41.12%
Legal and Regulatory                  -                    -                    -   -                
Information Technology                  -              3,608            5,000 1,392            38.58%
Human Resources                  -                    -                    -   -                
Accounting and Finance            2,970            3,092            1,475 (1,617)          -52.30%
Total Travel Expenses $     409,044 $     529,272 $     601,168  $       71,896 13.58%

Conference Call Expenses by Business Plan 
Category

Budget
2008

Projection
2008

Budget     
2009 Variance

Variance 
%

Reliability Standards $               -   $         1,868 $            977  $           (891) -47.70%
Compliance and Organization Registration and Certification                  -            12,280          15,000             2,720 22.15%
Reliability Readiness Audit and Improvement                  -              1,200               977               (223) -18.58%
Reliability Assessment and Performance Analysis                  -              6,008            3,140            (2,868) -47.74%
Training and Education                  -              1,868               977               (891) -47.70%
Situational Awareness and Infrastructure Security                  -              1,736            1,674                 (62) -3.57%
Committee and Member Forums                  -              3,204            1,674            (1,530) -47.75%
General and Administrative                  -              6,350            2,093            (4,257) -67.04%
Legal and Regulatory                  -                    -                    -                     -   
Information Technology                  -              2,136            1,395               (741) -34.69%
Human Resources                  -                 400               209               (191) -47.75%
Accounting and Finance                  -              3,604            1,884            (1,720) -47.72%
Total Conference Calls $               -   $       40,654 $       30,000  $      (10,654) -26.21%

Total Meeting Expenses 787,509$     948,800$     1,265,801$  317,001$      33.41%
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Operating Expenses 
Table B-4 

Consultants
Budget

2008
Projection

2008
Budget          

2009 Variance Variance %
Consultants
Relability Standards -$                     -$                     -$                     -$                      
Compliance and Organization Registration and Certification 150,000               71,840                 80,000                 8,160                   11.36%
Reliability Readiness Audit and Improvement -                       -                       -                       -                        
Reliability Assessment and Performance Analysis 206,000               100,000               230,000               130,000               130.00%
Training and Education -                       -                       15,000                 15,000                  
Situational Awarerness and Infrastructure Security 32,200                 -                       -                       -                        
Member Forum Consultants -                       25,076                 -                       (25,076)                -100.00%
General and Administrative -                       672                      -                       (672)                     
Legal and Regulatory -                       -                       -                       -                       
Information Technology -                       57,729                 -                       (57,729)                -100.00%
Human Resources -                       27,596                 -                       (27,596)                
Accounting and Finance -                       11,057                 -                       (11,057)                
Consultants Total 388,200$             293,970$             325,000$             31,030$               10.56%

Table B-5 

Contracts
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %
Contracts - Software
Computer & Communications Support 363,400$        268,076$        120,000$        (148,076)$       -55.24%
IT Web and Portal Support -                  -                  323,700          323,700           
Checkout Tool -                  -                  144,000          144,000           
Hotline Maintenance -                  21,136            12,000            (9,136)             -43.22%
Contracts - Software Total 363,400$        289,212$        599,700$        310,488$        107.36%

Contracts Total 363,400$       289,212$       599,700$       310,488$        107.36%
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Table B-6 

Office Rent
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Rent 177,939$        181,663$        183,277$        1,614$            0.89%
Utilities -                  -                  -                  -                   
Maintenance -                  -                  -                  -                   
Security -                  -                  -                  -                   

Total Office Rent 177,939$       181,663$       183,277$       1,614$            0.89%

Table B-7 

Office Costs
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Telephone 106,350$         118,252$         94,200$           (24,052)$         -20.34%
Internet 106,350           46,336             11,100             (35,236)           -76.04%
Office Supplies 12,100             117,837           35,000             (82,837)           -70.30%
Computer Supplies and Maintenance 31,100             -                  88,690             88,690              
Publications & Subscriptions 1,200               -                  -                  -                   
Dues 3,000               1,422               -                  (1,422)             -100.00%
Postage 5,400               1,976               6,000               4,024               203.64%
Express Shipping 7,200               4,680               8,000               3,320               70.94%
Copying 12,000             2,764               6,500               3,736               135.17%
Reports - Graphics 5,494               -                  6,000               6,000                
Stationary Forms -                  -                  -                   
Equipment Repair/Service Contracts 17,000             4,176               7,000               2,824               67.62%
Bank Charges 4,000               5,544               -                  (5,544)             -100.00%
Sales & Use Taxes 15,000             -                  -                  -                   
Merchant Card Fees 5,125               4,096               3,500               (596)                -14.55%
Presentation & Publicity -                  -                  -                  -                   

Total Office Costs 331,319$        307,083$        265,990$        (41,093)$         -13.38%

Table B-8 

Professional Services
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Independent Trustee Fees -$               -$               -$                
Outside Legal 200,000          200,000          250,000          50,000$          25.00%
Accounting & Auditing Fees 5,000              9,300              12,000            2,700$            29.03%
Other Legal Fees 80,000            56,770            30,000            (26,770)$        -47.16%
Insurance Commercial 20,000            23,000            30,000            7,000$            30.43%

Total Services 305,000$       289,070$       322,000$       32,930$          11.39%
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Table B-9 

Computer 
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Purchase and Lease 37,000$           -$                -$                -$                 
Software -$                -$                -$                -$                 

Total Computer 37,000$          -$               -$               -$                 

Table B-10 

Furniture & Equipment
Budget

2008
Projection

2008
Budget     

2009 Variance Variance %

Furniture 144,000$      -$             -$             -$              
Equipment 129,500        -               70,000          70,000           
Leasehold Improvements -               -               -               -                

Total Furniture & Fixtures 273,500$     -$            70,000$       70,000$         

Table B-11 

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Interest Expense -$               -$               -$               -$                
Office Relocation -                 -                 -                 -                  
Cash Reserve Requirement -                 -                 210,453         210,453          

Total Non-Operating Expenses -$               -$               210,453$       210,453$        
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Introduction 

Total RE Resources 
(in whole dollars) 

                                         2009 Budget                      U.S.                   Canada                 Mexico
Statutory FTEs 17.21

Non-statutory FTEs 0 
Total FTEs 17.2 

Statutory Funding $7,123,827 $7,123,827   
Non-statutory Funding 0 0   

Total Funding $7,123,827 $7,123,827   
NEL 204,154,984 204,154,984   

NEL % 100% 100%   

Background

Southwest Power Pool, Inc. (SPP) operates as the NERC Regional Entity (RE) over an eight 
state area within the Eastern Interconnection. This business plan outlines the tasks that the SPP 
RE portion of the Southwest Power Pool, Inc. performs to fulfill its duties per the FERC 
approved Regional Entity Delegation Agreement2. SPP also provides non-RE related functions 
for entities operating within the SPP footprint; those activities and related funding amounts are 
not included as part of this Business Plan.

Membership and Governance 

Members’ Forums 

SPP provides forums for registered entities within its footprint to discuss and share reliability 
concerns.  This includes SPP committees, subcommittees, working groups, and task forces that 
are grouped by technical areas.  

The SPP RE also conducts a minimum of two public workshops per year where registered 
entities are able to interact with SPP RE staff and NERC staff and discuss reliability issues. 

Members’ Forums Objectives 

Provide input on ERO and RE issues, including but not limited to the NERC Members 
Representative Committee and other NERC standing committees 

Provide technical forums to act as standards-drafting teams in development of SPP 
Regional Reliability Standards. 

Governance 

1 There are additional 2.0 FTEs that are provided through contractor services for the Compliance Monitoring and 
Enforcement Program 
2 FERC Order R07-6-000 - April 19, 2007 
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The SPP RE is governed by three independent Regional Entity Trustees. The RE Trustees have 
autonomy over decisions in fund allocation and approval of the SPP RE Budget, as well as 
decisions on regional standards, reliability assessments, compliance enforcement actions, and 
penalties.

Statutory Functional Scope 

As the RE for the Southwest Power Pool region, the SPP RE will administer the following 
programs:  

Regional Reliability Standards Program  
Compliance Monitoring and Enforcement Program 
Organization Registration and Certification 
Training and Education Programs 
Reliability Assessment and Performance Analysis Program  
Situation Awareness and Infrastructure Security Program  

The SPP RE co-sponsors the NERC Readiness Evaluation and Improvement Program with 
NERC staff. 

Planning Cycle 

The SPP RE will begin its annual budget process in March of each calendar year to allow for 
sufficient time to develop and present the budget to the SPP Regional Entity Trustees prior to the 
July 9 NERC submission deadline. 

The SPP RE will prepare the business plan and budget for carrying out the delegated functions 
with supporting materials and sufficient detail to justify the requested funding collection and 
budget expenditures. 

2009 Primary Objectives — 

Meet the compliance audit and readiness review schedule for 2009 
Develop any SPP Regional Reliability Standards to meet NERC continent-wide 
requirements 
Provide training for registered entities in the SPP RE footprint to meet reliability 
objectives and maintain operator certification requirements 
Enhance reliability assessments and performance analysis 
Support NERC efforts in Situational Awareness and Infrastructure Security 
Provide legal and regulatory support for the RE 
Provide general and administrative support for the RE 

Major 2009 Cost Impacts

Increased activity and responsibilities in the Compliance and Enforcement area over 2008, the 
first full year of operation as an RE, has resulted in cost increases attributed to additional FTEs to 



Introduction 

2009 Regional Entity Business Plan and Budget  5 
Approved by Board of Trustees: June 24, 2008 

support this area. Additional RE staff will ensure SPP, Inc. meets its requirements under the 
Regional Delegation Agreement and provides the prerequisite level of independence and 
separation from its non-statutory duties. Regional standards activities began late in 2008 and 
2009 will be the first full year for activities in this program area.  Reliability Assessments 
funding has increased mainly to an additional dedicated full-time RE staff person to participate 
in this program and in the shared allocation of model development costs amongst all Eastern 
Interconnection Regional Entities. Situation Awareness and Infrastructure Security costs have 
increased due to more definitive tasks to coordinate with NERC activities in this area. The 
General and Administrative costs have increased to reflect the mid-year 2007 addition of a RE 
Legal Counsel, and a full-time RE staff person to provide exclusive administrative support for 
RE staff and their activities. 

Detailed Business Plans and Budgets by Program 
Details of the planning, operation, review, and adjustment for each program area are included in 
Section A.  The corresponding budget details are shown in Section B. 
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Section A — 2009 Business Plan 

Reliability Standards Program 

Reliability Standards Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 0.5 FTE 0.5 FTE 1 FTE 

Total Direct 
Funding

Salary $50,694
Total $50,694 

Salary $50,694
Total $50,694 

Salary $103,400
Total $103,400 

Total Indirect 
Funding3 $103,419 $103,419 $189,880 
Total Funding $154,113 $154,113 $293,280 

Background 

SPP RE will coordinate with NERC to develop and approve technically sound, fair, and balanced 
reliability standards to ensure the reliability of the bulk power systems in North America. SPP 
RE will also develop any regional reliability standards per the guideline as defined in the 
delegation agreement. NERC will submit such standards to FERC and to the appropriate 
Canadian governmental authorities for adoption as mandatory for bulk power system owners, 
operators, and users in the United States, and to applicable authorities in Canada for similar 
status.

The foregoing activities of persons engaged in the reliability standards development process (i.e. 
Standard Drafting Team) will be conducted, to the extent possible, by conference calls and e-
mail, website postings and other means of electronic communications. If face-to-face meetings of 
participants are needed, those meetings will be announced on the SPP website calendar. 

In addition, SPP shared staff will coordinate any reliability standards work through their working 
groups such as the Transmission Working Group for TPL standards, System Protection and 
Control Working Group for PRC standards, etc.  

Based on the portion of professional/technical staff time and other resources devoted to 
reliability standards development, SPP estimates 1 FTE on this activity.

Program Description and Functions Performed 

3 Total Indirect Funding represents an allocation of SPP overhead costs to statutory activities.  The allocation is calculated using a 
standard rate multiplied by the number of SPP full time equivalents (FTE) directly performing statutory activities.  Overhead 
costs include services provided by SPP Inc. to support statutory and non-statutory activities such as payroll and accounts payable 
processing, human resources and benefits management, accounting, information technology, executive leadership, corporate 
affairs and communications, office costs and other support services and expenditures.  Further explanation of this allocation can
be found in SPP’s Amended and Restated Delegation Agreement, Exhibit E - Funding, Sec.5, Docket No.RR07-6-002, 
Compliance Filing of the North American Electric Reliability Corporation in response to March 21, 2008 Order filed July 21, 
2008.
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SPP RE continues to utilize shared staff to facilitate the development of standards to implement 
the SPP RE Standards Procedure.  

2009 Goals and Objectives
Goals

• Meet directives of ERO governmental authorities regarding standards development and 
procedures

• Meet stated targets in the regional “fill-in-the-blank” standards work plan 

• Maintain consistency and quality of regional reliability standards 
• Communicate with stakeholders and regulators regarding standards development 
• Complete and assist NERC with “fill-in-the-blank” standards 

Objectives

• Develop regional reliability standards to fulfill the NERC reliability standards that 
require a region to develop region specific requirements.  

• Develop regional reliability standards as needed for SPP to meet NERC standards 
requirements.  Primary emphasis for 2009 in the area of regional “fill-in-the-blank” 
standards.

• Also development of any regional differences to NERC standards as required 

Section 215 Regional Entity Reliability Standards Development 

SPP RE will follow the standards process as defined in their delegation agreement for any new 
regional standards or any update in the existing regional standard. SPP’s reliability standards 
development process will have an advisory vote by the Markets and Operations Policy 
Committee (MOPC), which will be responsible for ensuring that all stakeholder interests are 
fairly represented in the development of standards. The MOPC has broad representation. 
Standards will be voted on through a ballot body. The ballot body consists of multiple, defined 
segments, and no entity may have more than one vote. SPP Regional Entity Trustees will have 
ultimate authority to recommend NERC to approve this standard, remand to Standard Drafting 
Team through MOPC or determine there is no need for standard and terminate the activity. 

The SPP Regional Standards Development Procedure provides the basis for SPP to propose and 
develop regional reliability standards. That Procedure is consistent with a NERC standard format 
for all RE standards procedures and has been approved by FERC in the SPP RE Order. 

The SPP Standards Process will provide an open, balanced, and inclusive stakeholder process in 
which any interested party may provide input and vote on any proposed regional reliability 
standard.

Funding Requirements — Explanation of Increase (Decrease) 
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The funding requirement is expected to increase from 0.5 to 1.0 FTE for 2009 Budget.  Increased 
activities for the development of regional standards are scheduled and anticipated for 2009.

Staffing Needs

Hiring Plans 

SPP plans to use existing shared staff to support this function in 2009. 

 Shared Employees 

The additional 0.5 FTE will be provided by SPP shared staff who will participate in 
reliability standards development. 

 Contractors 

No contractors are currently involved in the reliability standard development effort.  
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Reliability Standards Program 
Funding sources and related expenses for the reliability standards section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 154,113$       154,113$       -$                    293,280$       139,167$
Membership Dues -                -                -                      -                 -                         
Testing Fees -                -                -                      -                 -                         
Services & Software -                -                -                      -                 -                         
Workshops -                -                -                      -                 -                         
Interest -                -                -                      -                 -                         
Miscellaneous -                -                -                      -                 -                         

Total Funding 154,113$      154,113$      -$                   293,280$       139,167$

Expenses
Personnel Expenses

Salaries 41,069$         41,069$         -$                    85,339$         44,271$
Payroll Taxes 3,446             3,446             -                      6,528             3,082                     
Benefits 6,179             6,179             -                      8,118             1,939                     
Retirement Costs -                -                -                      3,414             3,414                     
Continuing Education -                -                -                      -                 -                         

Total Personnel Expenses 50,694$        50,694$        -$                   103,400$       52,706$

Meeting Expenses
Meetings -$              -$              -$                    -$               -$                       
Travel -                -                -                      -                 -                         
Conference Calls -                -                -                      -                 -                         

Total Meeting Expenses -$             -$             -$                   -$               -$                      

Operating Expenses
Consultants -$              -$              -$                    -$               -$                       
Contracts -                -                -                      -                 -                         
Office Rent -                -                -                      -                 -                         
Office Costs -                -                -                      -                 -                         
Professional Services -                -                -                      -                 -                         
Computer Purchase & Maintenance -                -                -                      -                 -                         
Board of Trustees -                -                -                      -                 -                         
Furniture & Equipment -                -                -                      -                 -                         
Miscellaneous -                -                -                      -                 -                         
Contingency -                -                -                      -                 -                         

Total Operating Expenses -$             -$             -$                   -$               -$                      

Other Non-Operating Expenses 103,419$      103,419$      -$                   189,880$       86,461$

Total Expenses 154,113$      154,113$      -$                   293,280$       139,167$

Change in Assets -$             -$             -$                   -$               -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan section of this document: 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

An increase of 0.5 FTE over the 2008 amount for increased activity in the continuing 
development of one regional reliability standard. 

Meeting Expenses 

No meeting expenses are projected for 2008 or budgeted to support this function in 2009. 

Operating Expenses 

No operating expenses are projected for 2008 or budgeted to support this function in 
2009.
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Compliance Monitoring and Enforcement and Organization 
Registration and Certification Program 

Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program Resources 

(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 3.5 FTE4 4.5 FTE4 6 FTE4

Total Direct 
Funding

Travel $69,000 
Continuing

Education $15,000 

Consulting $296,000

Salary $427,884
Total $807,884 

Travel $69,000 
Continuing

Education $15,000 

Consulting $296,000

Salary $489,010
Total $869,010

Travel $94,000 
Continuing

Education $25,000 

Consulting $330,000

Salary $834,653
Total $1,283,653 

Total Indirect 
Funding $723,935 $827,354 $1,139,280

Total Funding $1,531,819 $1,696,364 $2,422,933 

Background 

As a Regional Entity, the SPP RE has the delegated authority and responsibility to enforce 
compliance with approved reliability standards by users, owners, and operators of bulk power 
systems throughout the SPP footprint. To facilitate the SPP RE’s compliance enforcement 
activities, all users, owners, and operators of the bulk power system that operate in the SPP RE 
footprint are identified and registered in the NERC Compliance Registry.   

Program Description and Functions Performed 

According to the SPP RE Compliance Monitoring and Enforcement Program, there are eight 
compliance monitoring processes: self report, self certification, audit report, investigation,
exception report, spot check, complaint, or data submittal. 

SPP RE Compliance staff will conduct compliance monitoring and investigate alleged violations 
of reliability standards, with the assistance of certified independent auditors. SPP shared staff 
will be used to collect reporting data and along with occasional volunteers from the electric 
industry may be utilized primarily to provide industry expertise to compliance staff, provide 

4 There are an additional 2.0 FTEs  provided through contractor services for the Compliance Monitoring and 
Enforcement Program that are not included in this count 
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technical advice, and make recommendations to compliance staff.  Consulting represents the 
equivalent of approximately 2 FTEs. 

SPP RE compliance enforcement activities will be conducted at its headquarters in Little Rock, 
Arkansas, and at the locations of owners, operators, and users of the bulk power system 
registered in the SPP RE portion of the NERC Compliance Registry.  

The SPP RE will strive to maintain a high level of reliable bulk power system operation through 
a program of monitoring, audits, event analysis and investigations; mitigation activities; and the 
imposition of penalties and sanctions for noncompliance with reliability standards.  

2009 Goals and Objectives

• Seven to nine on-site compliance audits of registered RC, BA, and TOP entities 

• Fifteen to twenty on-site (or other approved methods) of compliance audits of other 
registered entities 

• Continuous compliance monitoring of SPP’s modeling processes and regional 
planning processes 

• Perform reporting and analysis of Control Performance Standard [CPS] performance 
and independent analysis and reporting of Disturbance Control Standard [DCS] 
performance  

• Quarterly compliance surveys of specific reliability standards 

• Annual self-certification program 

• Monitoring of periodic data submittals 

• Compliance Investigations, as necessary 

• Calculations and imposition of financial penalties or non-monetary sanctions for non-
compliance findings 

• Participate in Regional Hearing Process, as necessary

• Two compliance workshops for registered entities5

Funding Requirements — Explanation of Increase (Decrease)

Funding requirements are expected to increase for the 2009 Budget.  The major contributor to 
this increase is the expansion to the SPP RE compliance staff required to perform the duties 
outlined in the CMEP.  Compliance workshop meeting expense is accounted for in the Technical 
Committees and Member Forums budget. 

5 Compliance workshop expenses are budgeted in the Administrative section under Technical Committees and 
Member Forums  
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Staffing Needs

Hiring Plans 

The majority of the 2009 compliance staff will be employed during 2008 with one 
proposed addition for 2009 (two were proposed before a mid year 2008 out of budget 
addition – see Personnel Expenses).  This position is presently planned to be an engineer 
or specialist at the senior or lead level, as defined by the SPP RE job descriptions. 

 Shared Employees 

A number of factors define how many shared employees are used in any of the delegated 
responsibilities.  In the compliance and enforcement area, shared staff are used in the 
regional hearing process as possible technical experts or as witnesses.  There are not any 
FTEs directly budgeted for in this purpose in 2009 as this is an unpredictable variable. 

The SPP Operations staff will assist the RE with conducting reporting and analysis of 
Control Performance Standard [CPS] performance and independent analysis and 
reporting of Disturbance Control Standard [DCS] performance. The amount of time 
charged to this activity is variable depending on the number of disturbances reported in 
the SPP RE footprint.  Historically the number of man-hours reported for these tasks is 
nominal and is absorbed into the allocated FTE numbers.  

 Contractors 

The SPP RE uses contractors to supplement the permanent staff in the areas of on-site 
compliance audits, off-site compliance audits, event analysis, and as technical experts.  
The contractors are retained and used on an ad-hoc basis.  Presently the SPP RE has 
relationships with two consulting/contactor firms with access to approximately 10 
consultants.  Consulting represents the equivalent of approximately 2 FTEs.  These are 
not included in the FTE count for this program as they are not permanent employees.   

Organization Registration and Certification 

The number of entities in the SPP RE registration program has remained stable at approximately 
124 registered entities since the end of 2007.  It is our expectation that this registration will 
remain stable in 2009 absent any new initiatives in functional registration or organizational 
certification.   

SPP RE Compliance staff will make additions, removals, and changes to the existing registry.  
Challenges to entries in the registry by either registrants or SPP RE Compliance staff will be 
conducted through the approved Regional Entity hearing process. 

SPP RE will follow the certification procedures approved by NERC.  It is anticipated that 
Reliability Coordinators, Transmission Operators, and Balancing Authorities will require 
organizational certification. A timetable to complete this item has yet to be established but is 
expected to begin in 2008 and be completed in 2009. 
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The SPP RE anticipates that the equivalent of .5 FTE is required to maintain and expand the 
Compliance Registry Database on an on-going basis.  The SPP RE anticipates that there will be 
an increase in activity in 2009 due to an increased emphasis on Joint Registrations and possibly a 
change to the basis of registration from functions to registration by requirements.
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Compliance Enforcement and Organization Registration and Certification 
Program
Funding sources and related expenses for the compliance enforcement and organization 
registration and certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,691,819$   1,691,819$   -$                    2,422,933$   731,114$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 1,691,819$  1,691,819$  -$                   2,422,933$   731,114$              

Expenses
Personnel Expenses

Salaries 346,640$      396,160$      49,520$              698,218$      302,059$               
Payroll Taxes 29,088          33,243          4,155                  53,414          20,171                   
Benefits 52,157          59,608          7,451                  80,092          20,484                   
Retirement Costs -                -                -                      2,929            2,929                     
Continuing Education 15,000          15,000          -                      25,000          10,000                   

Total Personnel Expenses 442,884$     504,010$     61,126$             859,653$      355,642$              

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 69,000          69,000          -                      94,000          25,000                   
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 69,000$       69,000$       -$                   94,000$        25,000$                

Operating Expenses
Consultants 296,000$      296,000$      -$                    330,000$      34,000$                 
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 296,000$     296,000$     -$                   330,000$      34,000$                

Other Non-Operating Expenses 723,935$     827,354$     103,419$           1,139,280$   311,926$              

Total Expenses 1,531,819$  1,696,365$  164,546$           2,422,933$   726,568$              

Change in Assets 160,000$     (4,546)$        (164,546)$          -$              4,546$                  

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification
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Summary of 2008 projection and 2009 budgeted funding and expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

One additional SPP RE staff is proposed for 2009 (one added mid year 2008 as an out of 
budget expense).  This position is presently planned to be an engineer or specialist at the 
senior or lead level, as defined by the SPP RE job descriptions. 

Meeting Expenses 

The SPP RE compliance enforcement activities will be conducted at its headquarters in 
Little Rock, Arkansas, and at the locations of owners, operators, and users of the bulk 
power system registered in the SPP RE portion of the NERC Compliance Registry. 
Compliance Workshops are held at various locations within the SPP RE footprint. 

Operating Expenses 

The SPP RE has one distinctive operating expense.  The SPP RE leases the rights to the 
Compliance Data Management System [CDMS] from the Midwest Reliability 
Organization [MRO].  The SPP RE pays a monthly fee for this lease and also shares in 
any unusual expenses associated with upgrades to the CDMS due to changes in 
requirements of the NERC CMEP or with changes to the interface with the NERC 
Compliance Database. 
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Reliability Readiness Evaluation and Improvement Program 

Reliability Readiness Evaluation and Improvement Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 0.5 FTE 0.5 FTE 0.5 FTE 

Total Direct 
Funding

Salary $61,126 

Travel $15,000
Total $76,126 

Salary $61,126 

Travel $15,000
Total $76,126 

Salary $51,700

Travel $18,000
Total $69,700

Total Indirect 
Funding

$103,419 $103,419 $94,940 

Total Funding $179,545 $179,545 $164,640 

Background/ Program Description and Functions Performed 

SPP RE and shared staff support the NERC Reliability Readiness Evaluation and Improvement 
Program by acting as the Senior Regional Representative on all Readiness Evaluations 
performed in the SPP RE footprint.  SPP RE staff also schedules all of the required evaluations 
and solicits internal volunteers. The SPP RE staff monitors the progress of recommendations that 
evolve from the final Readiness Evaluation reports and updates this progress to NERC at least 
quarterly.

2009 Goals and Objectives

In 2009, SPP RE and shared staff expect to schedule and participate in seven to nine NERC 
Readiness Evaluations. SPP RE staff also participate in one or two non-SPP Readiness 
Evaluations annually as team volunteers. 

Funding Requirements — Explanation of Increase (Decrease)

The required funding for this activity consists of the salaries of the staff volunteers plus related 
travel expenses.  The decrease in staff expenses results from staff expected to complete these 
functions in 2009 having less seniority than previously identified for the 2008 budget. 

Staffing Needs

In its 2009 business plan, developed after approval of this plan by SPP, NERC has 
eliminated the Reliability Readiness Evaluation and Improvement Program.  In the 
NERC approved plan, 2009 will be a transition year, during which open Readiness 
recommendations in the Region will be monitored to their completion and a reduced 
set of Evaluations will take place.  Due to the uncertainty associated with the final 
disposition of the NERC program and the expectations delegated to SPP at the time 
this plan was developed and finalized, the potential for an under run of 2009 
expenditures compared to budget exists, but is difficult to quantify at this time. 
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Hiring Plans 

SPP plans to use existing shared staff to support this function in 2009. 

 Shared Employees 

It is anticipated that NERC desires all Senior Regional Representatives on NERC 
Readiness Evaluations be shared staff rather than SPP RE compliance staff.  Therefore, 
there is a shift in 2009 from 100% dedicated SPP RE staff to 100% shared staff for the 
on-site portion of the Readiness Evaluation program.  The dedicated SPP RE staff will 
continue to provide administrative services such as scheduling, volunteer procurement, 
and tracking of reported recommendations. However, there is no change in the total FTE 
count for this delegated responsibility. 

Contractors

In the rare instances where a dedicated SPP RE staff, a shared staff, or an internal 
volunteer must drop out of the evaluation team and a substitute cannot be found, the SPP 
RE will engage the services of a qualified contractor to act on behalf of the SPP RE.  No 
allowances have been made in the funding request for this service. 
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Reliability Readiness Evaluations and Improvement Program 
Funding sources and related expenses for the reliability readiness audits and improvement 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 179,545$      179,545$      -$                    164,640$      (14,905)$                
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 179,545$     179,545$     -$                   164,640$      (14,905)$               

Expenses
Personnel Expenses

Salaries 49,520$        49,520$        -$                    42,670$        (6,850)$                  
Payroll Taxes 4,155            4,155            -                      3,264            (891)                       
Benefits 7,451            7,451            -                      4,059            (3,392)                    
Retirement Costs -                -                -                      1,707            1,707                     
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses 61,126$       61,126$       -$                   51,700$        (9,426)$                 

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 15,000          15,000          -                      18,000          3,000                     
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 15,000$       15,000$       -$                   18,000$        3,000$                  

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             -$             -$                   -$              -$                      

Other Non-Operating Expenses 103,419$     103,419$     -$                   94,940$        (8,479)$                 

Total Expenses 179,545$     179,545$     -$                   164,640$      (14,905)$               

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Readiness Evaluation and Improvement
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Summary of 2008 projection and 2009 budgeted funding and expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

There is no expected increase in FTEs over the 2008 amount. 

Meeting Expenses 

Travel expenses are estimated to increase from $15,000 for 2008 to $18,000 for 2009. 

Operating Expenses 

No operating expenses are projected for 2008 or budgeted to support this function in 
2009.
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Training, Education, and Operator Certification Program 

Training, Education, and Operator Certification Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 4.0 FTE 4.0 FTE 3.0 FTE 

Total Direct 
Funding

Travel $21,000 

Meeting $54,670 
Contracts:

Online Testing Services 
$13,400

CEH Application Fees 
$6,100

Salaries $391,410

Total $486,580 

Travel $21,000 

Meeting $54,670 
Contracts:

Online Testing Services 
$13,400

CEH Application Fees 
$6,100

Salaries $391,410

Total $486,580 

Travel $21,000 

Meeting $153,8006

Contracts:

Online Testing Services 
$3,960

CEH Application Fees 
$5,700

Salaries $361,712

Total $546,172 

Total Indirect 
Funding

$827,354 $827,354 $569,640 

Total Funding $1,313,934 $1,313,934 $1,115,812 

Background 

The SPP Training department provides opportunities to develop individuals, teams, and the 
organization in a manner that promotes a clear line of sight from individual goals to the corporate 
strategy, being mindful that compliance with NERC, FERC, and NAESB standards is essential, 
and competent performance among all registered entities is a necessity.

Personnel participating in the SPP training program include registered entity system operations, 
operations support (EMS engineering, Operations engineering, and Information Technology), 
supervisors and managers, and others directly responsible for complying with reliability 
standards who, through their actions or inactions, may impact the real-time or day-ahead 
reliability of the bulk power system. 

The SPP Training Department:  
Designs, develops, implements, assesses, and maintains a training and education program 
to provide continuing education (i.e., emergency operations, simulations, and standards) 
for system operations personnel 
Designs training programs that are aimed at minimizing proficiency gaps in knowledge 
and performance 
Conducts operations procedure analyses and job task analyses for system operations 
personnel to ensure that the training program content is properly aligned to the job tasks 
performed by those personnel  

6 Meeting expense includes $86,300 for WebEx cost and 67,500 general meeting costs. See narrative for “Meeting, 
Net Conference, and Travel Expenses” within this program for further explanation of these costs. 
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Develops and maintains training program curricular requirements based on job task 
analyses and needs analyses 
Periodically conducts performance needs analyses to identify areas for further training 
development and improvement  
Administers individual assessments of knowledge, skills, and abilities 
Administers course, trainer, and program evaluations  

Program Description and Functions Performed 

Training Program Overview

On a yearly basis, the SPP training program offers to registered entities within the SPP RE 
footprint the following training opportunities: 

1. Two System Operations Conferences (20 hours each) 
2. Two Regional Restoration Drills (24 hours each) 
3. Eight Subregional Restoration Drills (16 hours each) 
4. 24 Regional Emergency Operations Net Conferences (2 hours each) 
5. Three Train-the-Trainer sessions (12 hours each)

2009 Goals and Objectives 

Overall Goals 

Competent operating ability is the goal of Training, and competent operating performance is the 
goal of Operations.  Training uses these performance specifications as measures of successful 
achievement of performance capability. 

Overall Training Objectives 

The Training department will: 
Assess current and future training needs
Maintain accurate job task documents  
Assess and improve the training offered as a part of the SPP RE function
Develop and submit Individual Learning Applications for all training events
Maintain training database to track and report all continuing education activities sponsored 
by SPP RE 
Develop online and computer-based learning activities and materials for the training and 
education function
Develop and maintain seamless online registration, assessment, and reporting functions
Develop authentic assessments to accurately measure knowledge and performance gains 
achieved from training events
Develop and deliver training for system operations personnel including: 

o Regional and Subregional System Restoration Drills 
o Regional Emergency Operations and Systems Operations (net conference and in-

person)
o Professional Development (Train-the-Trainer session) 
o Systems Operations Conferences 
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The SPP Training department anticipates that the majority of the RE training and education will 
take place onsite at the SPP offices in Little Rock and via net conferencing. It is also estimated 
that approximately thirty percent of its resources will be dedicated to RE training activities in 
2009.
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Funding Requirements — Explanation of Increase (Decrease) 

Overall, Training will see a decrease of 1 FTE from 2008 in the 2009 Budget.  One additional 
FTE was budgeted in 2008 for time needed to assist newly hired training staff to become familiar 
with the training courses. Salary expenses will decrease accordingly with the decrease of 1 FTE. 

Personnel Expenses
Salary, payroll taxes, benefits, and savings and retirement expenses for 3.0 FTEs for the 2008 
projection and 3.0 FTEs for the 2009 budget.  The 3.0 FTEs for 2009 include: 1.0 FTE 
responsible for regional and subregional system restoration drills, 1.0 FTE responsible for 
regional emergency operations and systems operations training, and 1.0 FTE responsible for 
support in instructional design and computer-based training.

Meeting, Net Conference, and Travel Expenses 
Meeting, staff travel, net conference, and teleconference expenses in support of the training 
program are estimated for 2009 at $174,800.  This total includes an increase of $86,300 due 
to a portion of net conferencing services cost now directly accounted to the RE and expensed 
to the Training department. These costs were not directly assigned to this program in the 
2008 budget and were accounted for under the 2008 indirect cost adder. This change 
provides more transparency and separation of statutory costs from non-statutory funding.  

Online Testing Fees 
In order to provide online testing associated with net conference and online training, SPP will 
utilize the services of TestCraft.  Due to carryover of e-assessments, the estimated cost of this 
service is expected to decrease substantially. The cost of the online testing service for 2009 is 
approximately $3,960.  

CEH Application Fees 
For every hour of continuing education provided as a part of the RE function, SPP is assessed 
a $30.00 fee.  With approximately 190 hours to be offered in 2009, the CEH application fee 
for 2009 is expected to be $5,700. 

Staffing Needs

Hiring Plans  

The SPP Training department plans to use existing shared staff to support this function in 
2009.

 Shared Employees 

The SPP Training department will continue to utilize shared staff.  

Contractors

Currently there are no contractors involved with the RE training function, and SPP 
Training does not plan to engage contract staff in 2009 to support this function. 
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Training, Education, and Operator Certification Program 
Funding sources and related expenses for the training, education, and operator certification 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,313,934$   1,313,934$   -$                    1,115,812$   (198,122)$
Membership Dues -                -                -                      -                -
Testing Fees -                -                -                      -                -
Services & Software -                -                -                      -                -
Workshops -                -                -                      -                -
Interest -                -                -                      -                -
Miscellaneous -                -                -                      -                -

Total Funding 1,313,934$  1,313,934$  -$                   1,115,812$   (198,122)$

Expenses
Personnel Expenses

Salaries 317,091$      317,091$      -$                    299,694$      (17,398)$
Payroll Taxes 26,608          26,608          -                      22,927          (3,682)
Benefits 47,711          47,711          -                      27,104          (20,606)
Retirement Costs -                -                -                      11,988          11,988
Continuing Education -                -                -                      -                -

Total Personnel Expenses 391,410$     391,410$     -$                   361,712$      (29,698)$

Meeting Expenses
Meetings 54,670$        54,670$        -$                    153,800$      99,130$
Travel 21,000          21,000          -                      21,000          -
Conference Calls -                -                -                      -                -

Total Meeting Expenses 75,670$       75,670$       -$                   174,800$      99,130$

Operating Expenses
Consultants -$              -$              -$                    -$              -$
Contracts 19,500          19,500          -                      9,660            (9,840)
Office Rent -                -                -                      -                -
Office Costs -                -                -                      -                -
Professional Services -                -                -                      -                -
Computer Purchase & Maintenance -                -                -                      -                -
Board of Trustees -                -                -                      -                -
Furniture & Equipment -                -                -                      -                -
Miscellaneous -                -                -                      -                -
Contingency -                -                -                      -                -

Total Operating Expenses 19,500$       19,500$       -$                   9,660$          (9,840)$

Other Non-Operating Expenses 827,354$     827,354$     -$                   569,640$      (257,714)$

Total Expenses 1,313,934$  1,313,934$  -$                   1,115,812$   (198,122)$

Change in Assets -$             -$             -$                   -$              -$

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training and Education
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan section of this document: 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

There is a decrease of 1.0 FTE from the 2008 budget primarily due to the elimination of 
time needed to train one new shared staff person hired in 2008 to perform RE related 
training.

Meeting Expenses 

Meeting, staff travel, net conference, and teleconference expenses in support of the 
training program are estimated for 2009 at $174,800.  The increase in this line item is due 
to an additional $86,300 for net conferencing services. 

Operating Expenses 

Operating expenses needed to support the Training program are expected to decrease in 
2009 by 50%.  This expense is accounted for under contracts and includes $3,960 for 
Online Testing Fees and $5,700 for CEH Application Fees.
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Reliability Assessment and Performance Analysis Program 

Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 2.4 FTE 2.4 FTE 3.4 FTE  
Total Direct 
Funding Salary $243,331

Total $243,331 

Salary $243,331

Total $243,331 

Salary $351,558 

Travel $25,000 
Consulting $56,0007

Total $432,558 

Total Indirect 
Funding $496,413 $496,413 $645,592 
Total Funding $739,744 $739,744 $1,078,150 

Background 

In the United States, SPP as a NERC RE is required to “conduct periodic assessments of the 
reliability and adequacy of the bulk-power system in North America.”  (FPA, § 215(g); 16 
C.F.R. § 39.11.)  In accordance with this responsibility and SPP’s responsibility to support the 
reliability of the North American bulk power system, SPP intends to support NERC’s three 
reliability assessments each year: a long-term reliability assessment report, a summer assessment 
report, and a winter assessment report. These reports will analyze electricity demand and the 
Reliability and Adequacy Assessment Objectives adequacy of supply throughout the North 
American bulk power system, as well as examine the adequacy of the transmission system. SPP 
will also conduct inter-regional studies and other planning studies to comply with NERC’s 
various TPL standards. 

The SPP RE is responsible for conducting Event Analyses on major reliability events within the 
SPP RE footprint.  This analysis may be conducted by the entity involved in the event, an 
assigned SPP Working Group/Committee, a technical team comprised of industry experts or may 
be conducted by the RE, NERC or FERC staff.  The SPP RE is responsible for producing a final 
technical report on each incident.  Any issues that surface which may lead to standards 
compliance questions will be handled through the Compliance Monitoring & Enforcement 
Program portion of this Business Plan. 

Program Description and Functions Performed 

Reliability and adequacy assessments of the bulk power system will be conducted by 
teams comprised NERC’s and RE professional and technical staff, along with volunteers 
from the electric industry, government, and academia who possess appropriate technical 
competencies.  Except when site visits are necessary to conduct analyses, these teams’ 
work will be conducted through conference calls, e-mail, website postings, other means 
of electronic communications, and meetings. Meetings may be held at NERC’s 
headquarters or at meeting locations around the United States and Canada selected for 

7 Consulting cost includes $36,000 for consultants and $20,000 for model development consulting services. 
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proximity to and ease of access by team members.  

SPP shared staff will conduct inter-regional studies or other planning studies in 
coordination with its members. The work of these teams will be conducted through 
conference calls, e-mail, website postings, other means of electronic communications, 
and meetings at SPP’s headquarters or at locations around the United States selected for 
proximity to and ease of access by team members.  SPP RE staff will act as the RE 
liaison with the SPP shared staff in supporting the analysis and publication of the annual 
NERC assessments.

2009 Goals and Objectives 

Reliability and Adequacy Assessment Objectives 

Maintain and host a library of solved power flow models, a system dynamics database, and 
dynamics simulation cases for use by regional reliability organizations and their registered 
entities to assist with planning and evaluating future systems and current operating conditions 

Provide regional input to NERC’s three reliability assessments each year: a long-term 
reliability assessment report, a summer assessment report, and a winter assessment report 

Participate in NERC meetings to discuss reliability assessment and analyses of the impact of 
these assessments 

Conduct inter-regional and other planning studies to comply with NERC’s TPL standards, 
including participation in the Eastern Interconnection Reliability Assessment Group 

Investigate, assess, and report on the potential impacts of new and evolving electricity market 
practices, new or proposed regulatory procedures, and new or proposed legislation (e.g., 
environmental requirements) on the adequacy and operating reliability of the bulk power 
system 

Maintain a working dialog on bulk power system reliability and adequacy issues with SPP 
members 

Events Analysis and Information Exchange Objectives 

Provide NERC with information on disturbances and other bulk power system off-normal 
events for their Events Database that was created in 2006 (in conjunction with Situational 
Awareness and Infrastructure Security Program). Participate in NERC-level analyses as 
needed, of large-scale outages, disturbances, and near misses to determine root causes and 
lessons learned. 

Provide regional evaluations, and analyses, as determined by the SPP RE staff, NERC, or 
other responsible parties. 

Maintain and enhance NERC's Blackout and Disturbance Response Procedures (in 
conjunction with Situation Awareness and Infrastructure Security Program) 
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Analyze frequency performance of the interconnections using data from appropriate 
measurement systems 

Coordinate with NERC to establish a clear set of criteria for sorting reported disturbances 
and other bulk power system off-normal events into categories; decide what level of 
evaluation, or analysis is needed; and determine who will undertake such evaluations, or 
analyses (triage function) 

Communicate to the industry root causes of events that may be precursors of potentially more 
serious events and other “lessons learned” from evaluations, and analyses 

Analyze and identify improvements to the interaction of the transmission system with nuclear 
power plants, especially related to minimum voltages required by the plants 

Funding Requirements — Explanation of Increase (Decrease) 

The funding requirement is expected to increase from 2.4 to 3.4 FTE for the 2009 Budget due to 
the addition of 1 FTE.  Salary, travel and consulting expenses will increase for the 2009 Budget 
due to the increase of 1 FTE. 

Staffing Needs

Hiring Plans 

SPP plans to hire 1 SPP RE staff to report directly to the Executive Director of 
Compliance and Enforcement. This RE staff will act as the Regional Entity lead in all 
Event Analyses performed in the SPP RE footprint.  In addition, this RE staff will act as 
the RE liaison with SPP shared staff in support of the analysis and publication of annual 
NERC assessments. This person accounts for the increase in 1.0 FTE over 2008 in this 
program.

 Shared Employees 

SPP shared staff will continue to provide 2.4 FTE support for this function. 

 Contractors 

Currently there is one contractor involved to support SPP RE staff in this effort and 
expected to continue the same for 2009.
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Reliability Assessment and Performance Analysis Program 
Funding sources and related expenses for the reliability assessment and performance analysis 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 739,744$      739,744$      -$                    1,078,150$   338,406$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 739,744$     739,744$     -$                   1,078,150$   338,406$              

Expenses
Personnel Expenses

Salaries 197,129$      197,129$      -$                    290,153$      93,025$                 
Payroll Taxes 16,542          16,542          -                      22,197          5,655                     
Benefits 29,661          29,661          -                      27,602          (2,058)                    
Retirement Costs -                -                -                      11,606          11,606                   
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses 243,331$     243,331$     -$                   351,558$      108,227$              

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                -                -                      25,000          25,000                   
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses -$             -$             -$                   25,000$        25,000$                

Operating Expenses
Consultants -$              -$              -$                    56,000$        56,000$                 
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             -$             -$                   56,000$        56,000$                

Other Non-Operating Expenses 496,413$     496,413$     -$                   645,592$      149,179$              

Total Expenses 739,744$     739,744$     -$                   1,078,150$   338,406$              

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

SPP shared staff will continue to support 2.4 FTE for this function. 

1 dedicated SPP RE staff FTE will act as the Regional Entity lead in all Event Analyses 
performed in the SPP RE footprint.  This personnel will also act as the RE liaison with 
the SPP shared staff in support of the analysis and publication of the annual NERC 
assessments.

Meeting Expenses 

Due to the increase of 1 FTE, $25,000 for travel expenses are budgeted to support this 
function in 2009.  There were no expenses projected for 2008. 

Operating Expenses 

Operating expenses budgeted to support this function in 2009 include $36,000 and 
$20,000 for consulting costs.  There were no operating expenses projected for 2008. 
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Situation Awareness and Infrastructure Security Program 

Situation Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs ** ** 0.75 
Total Direct 
Funding

CIPC rep travel expense 
reimbursement $18,000 

CIPWG Secretary travel 
expense $4,000

Total $22,000 

CIPC rep travel expense 
reimbursement $18,000 

Total $18,000 

CIPC rep travel expense 
reimbursement $18,000 

Salary  $82,893

Total $100,893 

Total Indirect 
Funding

 $142,410 

Total Funding $22,000 $18,000 $243,303 

Background 

SPP RE actively participates in NERC critical infrastructure protection activities and serves as an 
information conduit between NERC and SPP RE registered entities. NERC coordinates electric 
industry activities to promote critical infrastructure protection of the bulk power system in North 
America. NERC has a leadership role in the critical infrastructure protection of the electricity 
sector to reduce vulnerability and improve mitigation and protection of the electricity sector’s 
critical infrastructure. NERC acts as the electricity sector’s Sector Coordinator and operates its 
Information Sharing and Analysis Center to gather and communicate information about security-
related threats within the sector, United States and Canadian governmental authorities, and other 
critical infrastructure sectors. NERC also performs security planning activities focused on the 
critical infrastructure protection of the electricity sector, including sharing sensitive or classified 
information with federal, state, and provincial governmental authorities. 

SPP RE also participates in the development of the “Morning Report” for NERC and FERC 
which provides daily bulk power system status.  SPP RE will also work in cooperation with 
NERC and other Regional Entities to implement a Situation Awareness Tool being developed by 
NERC and to define the scope of responsibility for the RE in Situation Awareness. 

Program Description and Functions Performed 

SPP RE is represented on the NERC Critical Infrastructure Protection Committee by three SPP 
RE registered entity company representatives who represent the physical, cyber, and operations 
disciplines. SPP RE reimburses the registered entity representatives for travel expenses incurred 
while performing CIPC responsibilities. 

2009 Goals and Objectives 
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Provide assistance to NERC as Liaison with the U.S. Department of Homeland Security 
and state emergency management offices 

Work with NERC to implement Situation Awareness Tools (new activities for 2009) 
Assist in development of Morning Reports 
Participate in NERC/RE Situation Awareness Communications Team 
Exchange SAIS information and foster collaboration with information sharing partners 
Work with NERC to further clarify SAIS roles and responsibilities 

Funding Requirements — Explanation of Increase (Decrease)
In 2008, this program consisted primarily of the CIPWG secretary duties and 0 FTEs were 
directly budgeted for (and no indirect costs). For 2009, to provide further separation of statutory 
functions from non-statutory functions, the CIPWG activities have been removed. These 
activities will continue as a non-statutory activity that is funded by the SPP non-statutory budget. 
In 2008, no FTEs were allocated to perform the CIPWG functions.  There were some travel 
expenses for shared staff to attend CIPWG meetings. These CIPWG expenses have been 
excluded from the 2009 RE Budget. However, the funding requirements for this program are 
expected to increase to 0.75 FTE for the 2009 Budget.  This is due to the addition of .5 FTE to 
support the development activities for SAIS and 0.25 FTE to support in the development and 
dissemination of the daily Morning Reports.  Salary expense will increase accordingly for the 
2009 budget with the addition of the 0.75 FTE. 

Meeting and Travel Expenses 

Meeting expenses for SPP registered entity representatives attending quarterly CIPC meetings 
will total approximately $18,000.   

Staffing Needs

The SPP shared staff will assist the RE with conducting Situational Awareness and Infrastructure 
Security activities as needed.  This assistance is 0.5 FTE of the total 0.75 FTE for this program.   

The SPP shared staff will assist the RE with conducting Situational Awareness and Infrastructure 
Security activities as needed.  Specifically, SPP shared staff will work to develop the Morning 
Report and to implement the Situation Awareness Tool. This assistance is 0.25 FTE of the total 
0.75 FTE for this program. 

Hiring Plans 

No additional staff is planned for 2009. SPP plans to use existing shared staff to support 
this function. 

 Shared Employees 

The additional 0.75 FTE in 2009 will be provided by SPP shared staff whom will assist 
with non-compliance security-related activities. 

 Contractors 
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No contractors are planned for this activity.
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Situation Awareness and Infrastructure Security Program 
Funding sources and related expenses for the situation awareness and infrastructure security 
section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 22,000$        22,000$        -$                    243,303$      221,303$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 22,000$       22,000$       -$                   243,303$      221,303$              

Expenses
Personnel Expenses

Salaries -$              -$              -$                    69,508$        69,508$                 
Payroll Taxes -                -                -                      5,317            5,317                     
Benefits -                -                -                      5,287            5,287                     
Retirement Costs -                -                -                      2,780            2,780                     
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   82,893$        82,893$                

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 22,000          18,000          (4,000)                 18,000          -                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 22,000$       18,000$       (4,000)$              18,000$        -$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             -$             -$                   -$              -$                      

Other Non-Operating Expenses -$             -$             -$                   142,410$      142,410$              

Total Expenses 22,000$       18,000$       (4,000)$              243,303$      225,303$              

Change in Assets -$             4,000$         4,000$               -$              (4,000)$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situational Awareness and Infrastructure Security
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

An increase of 0.75 FTE over the 2008 amount for increased activity in the continuing 
development of the Situational Awareness program. 

Meeting Expenses 

Meeting expenses for SPP registered entity representatives attending quarterly CIPC 
meetings will total approximately $18,000.  

Operating Expenses 

No operating expenses were budgeted to support this function in 2008 or 2009. 
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Administrative Services 
Administrative Services 

(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget 
Total FTEs 1.5 FTE 2.0 FTE 2.5 FTE 
Total Direct 

Funding $564,509  $595,073  $688,219 

Total Indirect 
Funding $103,419  $116,346  $1,117,491 1

Total Funding $667,928  $711,419  $1,805,710  
 1  Includes $474,700 in overhead allocation and $642,791 in additional assessments due  

     to underfunding of SPP RE's 2007 activities and expected underfunding of 2008 activities 

Technical Committees and Members’ Forums 

Background 

SPP Regional Entity provides forums for registered entities within its footprint to discuss 
and share reliability concerns.  This includes SPP committees, subcommittees, working 
groups, and task forces that are grouped by technical areas.

The SPP Regional Entity also conducts a minimum of two public workshops per year 
where registered entities are able to interact with SPP RE staff and NERC staff and 
discuss reliability issues. 

Program Description and Functions Performed 

2009 Goals and Objectives 

Provide input on ERO and RE issues, including but not limited to the NERC Members 
Representative Committee and other NERC standing committees. 

Provide technical committee forums to act as standards-drafting teams in development of 
SPP regional reliability standards. 

 Funding Requirements — Explanation of Increase (Decrease) 

There will be a decrease in Operating expense in 2009 due to the SPP RE Trustees 
expense now being accounted for in the General and Administrative budget.  Meeting 
expense will increase by $25,000 for 2009 due to compliance workshop cost.  This cost 
was accounted for in the Compliance Monitoring and Enforcement and Organization 
Registration and Certification Program budget in 2008.

 Staffing Needs

Hiring Plans 
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No additional staff is planned for 2009. SPP plans to use existing shared staff to 
support this function. 

  Shared Employees 

The SPP RE plans to use existing dedicated staff to support the annual RE public 
workshops.

SPP RE will use existing shared staff to support SPP forums, as listed above, in 
2009.

  Contractors 

No contractors are expected for 2009 to support this function. 
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Technical Committees and Member Forums 
Funding sources and related expenses for the Members’ Forums section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 145,000$      145,000$      -$                    25,000$        (120,000)$              
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 145,000$     145,000$     -$                   25,000$        (120,000)$             

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings 10,000$        10,000$        -$                    25,000$        15,000$                 
Travel 10,000          10,000          -                      -                (10,000)                  
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 20,000$       20,000$       -$                   25,000$        5,000$                  

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees 135,000        135,000        -                      -                (135,000)                
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 135,000$     135,000$     -$                   -$              (135,000)$             

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 155,000$     155,000$     -$                   25,000$        (130,000)$             

Change in Assets (10,000)$      (10,000)$      -$                   -$              10,000$                

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

No additional staff are expected for 2009 to support this function. 

Meeting Expenses 

Meeting expense will increase by $25,000 for 2009 due to compliance workshop cost.  
This cost was accounted for in the Compliance Monitoring and Enforcement and 
Organization Registration and Certification Program budget in 2008.  The change was 
made to provide more consistency in tracking costs to the NERC system of accounts.

Operating Expenses 

The SPP RE Trustees expense is accounted for in the General and Administrative budget 
for 2009. This cost was included in the Technical Committees and Member Forums 
budget in 2008.  The change was made to provide more consistency in tracking costs to 
the NERC system of accounts. 
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General and Administrative 

Functional Description 

The General and Administrative function consists of support from the SPP Vice President 
of Process Integrity & CAO, the Executive Director of Interregional Affairs, the SPP RE 
Counsel and three independent Regional Entity Trustees.

The VP of Process Integrity & CAO and the Executive Director of Interregional Affairs 
provide executive level support through participation in meetings and conference calls 
with other Regional Entities and Senior NERC staff except for the Compliance 
Monitoring and Enforcement, Organization Registration and Certification Program and 
the Reliability Readiness Evaluation and Improvement Program to ensure independence 
and separation from SPP non-statutory activities. 

The RE Trustees are independent of the SPP Board of Directors, any SPP member, SPP 
registered entity, industry stakeholder, or organizational group.  The RE Trustees have 
autonomy over decisions in fund allocation and approval of the SPP RE budget, as well 
as decisions on regional standards, compliance enforcement actions, and penalties. 

2009 Goals and Objectives 

The functions and duties of the Regional Entity Trustees will include, but are not limited 
to the following: 

Monitor all Registered Entities in the SPP footprint for compliance with 
ERO/FERC requirements, including auditing and issuance of official findings, 
Administer SPP’s Compliance Enforcement Program, 
Coordinate and manage third party audits to confirm that SPP is conforming to 
ERO policies and standards, 
Impose penalties as prescribed and approved by ERO/FERC, 
Regional Entity staff administration, 
Regional Entity budget decisions, 
Track and review Regional Standards from MOPC for submission to the ERO and 
FERC for approval and implementation, 
Complete a self-assessment annually to determine how effectively the Regional 
Entity Trustees are meeting their responsibilities, and 
Provide an annual report to the Board of Directors regarding the effectiveness of 
the Regional Entity function and processes. 

The SPP RE Counsel provides exclusive legal support to the SPP RE.   

The VP of Process Integrity & CAO and the Executive Director of Interregional Affairs 
will serve as general and administrative resources for the SPP RE to fulfill the 
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responsibilities of the RE Delegation Agreement and to provide these resources in a 
manner that is independent and separate from other non-RE SPP responsibilities.8

 Funding Requirements — Explanation of Increase (Decrease) 

The funding requirements are expected to increase with the addition of 1 FTE to provide 
administrative support in 2008.  This is due to a significant increase in administrative 
work. 1 FTE is added to this section for the SPP RE Counsel.  This position was added 
mid-year 2007 to provide exclusive legal counsel for the RE and mitigate any conflict of 
interest concerns by using SPP shared staff.  Support provided by the VP of Process 
Integrity and the Executive Director of Interregional Affairs represents .5 FTE. The SPP 
RE Trustees costs were budgeted under Technical Committees and Member Forums in 
2008.  This cost will now be accounted for in the General and Administrative budget 
under Professional Services. Travel expense is expected to increase due to the increase 
FTEs needed to support this function. 

 Staffing Needs

Hiring Plans 

SPP RE plans to hire 1 additional dedicated SPP RE staff in 2008 to provide 
administrative support for many SPP RE confidential matters including; 
preparation of audit files and documentation, preparation of compliance violation 
and preliminary event analysis documentation, assistance with expense reporting 
and invoice management, assistance with data requests, minor database 
administration, budget monitoring, on-site support for compliance workshops, and 
RE Trustees meeting preparations. (This position will be filled mid year 2008 as 
an out of budget expense) 

  Shared Employees 

SPP shared staff are budgeted for through the SPP Indirect Costs. These shared staff 
provide general and administrative services in support of the SPP RE programs.  If a 
shared staff incurs significant time and expense to support an RE activity, those may 
be tracked directly to the RE.  SPP shared staff beyond those directly budgeted for in 
this section may provide administrative support and are budgeted for through the SPP 
indirect costs. 

  Contractors 

  No contractors are planned for 2009 to support this activity.

8 See 2009 SPP RE Organization Chart, the Compliance Monitoring and Enforcement and Organization Registration 
and Certification and the Reliability Readiness Evaluation and Improvement Programs are overseen by the 
Executive Director of Compliance to ensure separation from SPP non-statutory activities. 
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General and Administrative 
Funding sources and related expenses for the general and administrative section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 362,928$      362,928$      -$                    1,630,710$ 1 1,267,782$            
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 362,928$     362,928$     -$                   1,630,710$  1,267,782$           

Expenses
Personnel Expenses

Salaries 198,083$      222,843$      24,760$              289,435$      66,591$                 
Payroll Taxes 16,622          18,699          2,078                  22,142          3,442                     
Benefits 29,804          33,530          3,726                  25,065          (8,465)                    
Retirement Costs -                -                -                      11,577          11,577                   
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses 244,509$     275,073$     30,564$             348,219$      73,146$                

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 15,000          15,000          -                      30,000          15,000                   
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 15,000$       15,000$       -$                   30,000$        15,000$                

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      135,000        135,000                 
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             -$             -$                   135,000$      135,000$              

Other Non-Operating Expenses 103,419$     116,346$     12,927$             474,700$      358,354$              

Total Expenses 362,928$     406,419$     43,491$             987,919$      581,500$              

Change in Assets -$             (43,491)$      (43,491)$            642,791$      686,282$              

1 Includes $642,791 in additional assessments due to underfunding of SPP RE's 2007 
activities and expected underfunding of 2008 activities

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

Due to the increased level of administrative work 1 FTE will be added in 2008 to provide 
administrative support.  In addition, 1 FTE was added in 2008 to provide exclusive legal 
counsel for the RE and to mitigate any conflict of interest concerns by using SPP shared 
staff.  Support provided by the VP of Process Integrity and the Executive Director of 
Interregional Affairs represents .5 FTE. 

Meeting Expenses 

Travel expenses have increased due to the increase in FTE needed to support this 
function.

Operating Expenses 

The SPP RE Trustees professional services expense of $135,000 is accounted for in the 
General and Administrative budget for 2009.    This expense was accounted for in the 
Technical Committees and Member Forums budget in 2008.  The change was made to 
provide more consistency in tracking costs to the NERC system of accounts. 
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Legal and Regulatory 

Functional Description 

The SPP RE has a General Counsel that provides exclusive legal support to the SPP RE.9
If SPP RE is required to convene hearings under the Compliance Monitoring and 
Enforcement Program (Exhibit C of the RE Delegation Agreement), independent hearing 
officers may be utilized. 

2009 Goals and Objectives 

Provide Legal and Regulatory services to support regular RE activities 
Provide hearing officer if SPP RE is required to convene hearings 

 Funding Requirements — Explanation of Increase (Decrease) 

Hearing costs were budgeted for under Compliance Monitoring and Enforcement in 
2008. This same amount is carried forward in 2009 under this section and not in the 
Compliance Monitoring and Enforcement section.  The amount is estimated to support 3 
hearings in 2009. 

 Staffing Needs

Hiring Plans  

  No additional staff is planned for this area in 2009. 

  Shared Employees 

The SPP RE may require shared staff resources in 2009 to support this function. 
Any time and expense by shared staff to support RE legal and regulatory activities 
will be tracked.

  Contractors 

  If required, independent hearing officers will be contracted to lead hearings. 

9 SPP RE General Counsel is accounted for in the general and administrative budget for confidentiality 
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Legal and Regulatory 
Funding sources and related expenses for the legal and regulatory section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments -$              -$              -$                    150,000$      150,000$
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding -$             -$             -$                   150,000$      150,000$

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                -                -                      -                -                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses -$             -$             -$                   -$              -$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services 150,000        150,000        -                      150,000        -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 150,000$     150,000$     -$                   150,000$      -$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 150,000$     150,000$     -$                   150,000$      -$                      

Change in Assets (150,000)$    (150,000)$    -$                   -$              150,000$

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Legal and Regulatory
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

Funding for this program is provided through assessments to LSEs or designees 
(mandatory in the U.S.). 

Personnel Expenses 

SPP RE Counsel is accounted for in the General and Administrative budget for purposes 
of confidentiality. 

Meeting Expenses 

There was no meeting expenses projected for 2008 or budgeted to support this function in 
2009.

Operating Expenses 

Hearing costs were budgeted for under Compliance Monitoring and Enforcement in 
2008. This same amount is carried forward in 2009 under this section and not in the 
Compliance Monitoring and Enforcement section.  The amount is estimated to support 3 
hearings in 2009.  The change was made to provide more consistency in tracking costs to 
the NERC system of accounts. 
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Information Technology 

Functional Description 

The SPP Information Technology department provides resources for the SPP RE to fulfill 
the responsibilities of the RE Delegation Agreement.   

2009 Goals and Objectives 

To provide adequate information technology support for the SPP RE to fulfill the 
responsibilities of the RE Delegation Agreement and to provide these resources in a 
manner that is independent and separate from other non-RE SPP responsibilities. 

Funding Requirements — Explanation of Increase (Decrease) 

The costs for IT services to support all RE program areas are accounted for within the 
Indirect Costs. No specific direct costs for IT services are identified for 2009. 

 Staffing Needs

Hiring Plans 

  Shared Employees 

SPP shared staff used to support this function are providing support services only 
and are budgeted for through SPP indirect costs.

  Contractors 

No contractors are planned for this activity. 
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Information Technology 
Funding sources and related expenses for the information technology section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments -$              -$              -$                    -$              -$                       
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding -$             -$             -$                   -$              -$                      

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                -                -                      -                -                         
Conference Calls -                      -                         

Total Meeting Expenses -$             -$             -$                   -$              -$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             -$             -$                   -$              -$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses -$             -$             -$                   -$              -$                      

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Information Technology
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

NA

Personnel Expenses 

NA

Meeting Expenses 

NA

Operating Expenses 

NA
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Human Resources 

Functional Description 

SPP will provide Human Resources support for the SPP Regional Entity, including the 
hiring of any needed staff and the administration of payroll and benefits. 

2009 Goals and Objectives 

To provide adequate human resources services for the SPP RE to fulfill the 
responsibilities of the RE Delegation Agreement and to provide these resources in a 
manner that is independent and separate from other non-RE SPP responsibilities. 

 Funding Requirements — Explanation of Increase (Decrease) 

The costs for HR services to support all RE program areas are accounted for within the 
Indirect Costs. No specific direct costs for HR services are identified for 2009.

 Staffing Needs

Hiring Plans 

  Shared Employees 

SPP shared staff are budgeted for through the SPP Indirect Costs. These shared 
staff provide services in support of the SPP RE programs.  If a shared staff incurs 
significant time and expense to support an RE activity, those may be tracked 
directly to the RE. 

  Contractors 

No contractors are planned for this activity. 
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Human Resources 
Funding sources and related expenses for the human resources section of the 2009 business plan 
are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments -$              -$              -$                    -$              -$                       
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding -$             -$             -$                   -$              -$                      

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                -                -                      -                -                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses -$             -$             -$                   -$              -$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             -$             -$                   -$              -$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses -$             -$             -$                   -$              -$                      

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Human Resources
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

NA

Personnel Expenses 

NA

Meeting Expenses 

NA

Operating Expenses 

NA
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Finance and Accounting 

Functional Description 

The Finance and Accounting department will direct the overall financial plans and 
accounting practices for SPP’s RE functions. 

2009 Goals and Objectives 

Assist in budget development using the NERC Budget template format. 

Work with other Regional Entities through the REBG to provide consistency in 
budget submittals. 

 Funding Requirements — Explanation of Increase (Decrease) 

The costs for Finance and Accounting services to support all RE program areas are 
accounted for within the Indirect Costs. No specific direct costs for Finance and 
Accounting services are identified for 2009. 

 Staffing Needs

Hiring Plans 

  Shared Employees 

SPP shared staff are budgeted for through the SPP Indirect Costs. These shared 
staff provide services in support of the SPP RE programs.  If a shared staff incurs 
significant time and expense to support an RE activity, those may be tracked 
directly to the RE. 

  Contractors 

No contractors are planned for this activity. 
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Finance and Accounting 
Funding sources and related expenses for the accounting and finance section of the 2009 
business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments -$              -$              -$                    -$              -$                       
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding -$             -$             -$                   -$              -$                      

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         
Continuing Education -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel -                -                -                      -                -                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses -$             -$             -$                   -$              -$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Board of Trustees -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses -$             -$             -$                   -$              -$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses -$             -$             -$                   -$              -$                      

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Finance and Accounting
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 

NA

Personnel Expenses 

NA

Meeting Expenses 

NA

Operating Expenses 

NA
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Section B — 2009 Budget 

2008 Budget and Projection and 2009 Budget Comparisons

Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RS ERO Funding 4,609,084$   4,609,084$    -$                    7,123,827$    6,600,000$         
RS Membership Dues/Non-Stat Assessments -                -                 -                      -                 -                      
RS Testing Fees -                      -                      

Services & Software -                -                 -                      -                 -                      
RS Workshops -                -                 -                      -                 -                      
RS Interest -                -                 -                      -                 -                      

Miscellaneous -                      -                      
Total Funding 4,609,084$  4,609,084$   -$                   7,123,827$    6,600,000$        

Expenses
Personnel Expenses

RS Salaries 1,149,531$   1,223,811$    74,280$              1,775,018$    551,207$            
RS Payroll Taxes 96,461          102,694         6,233                  135,789         33,095                
RS Benefits 187,963        199,139         11,176                177,328         (21,811)               
RS Retirement Costs -                -                 -                      71,000           71,000                

Total Personnel Expenses 1,433,955$  1,525,644$   91,689$             2,159,134$    633,490$           

Meeting Expenses
RS Meetings 64,670$        64,670$         -$                    178,800$       114,130$            
RS Travel 152,000        148,000         (4,000)                 206,000         58,000                
RS Conference Calls -                -                 -                      -                 -                      

Total Meeting Expenses 216,670$     212,670$      (4,000)$              384,800$       172,130$           

Operating Expenses
RS Consultants 296,000$      296,000$       -$                    386,000$       90,000$              
RS Contracts 19,500          19,500           -                      9,660             (9,840)                 
RS Office Rent -                -                 -                      -                 -                      
RS Office Costs -                -                 -                      -                 -                      
RS Professional Services 285,000        285,000         -                      285,000         -                      
RS Computer Purchase & Maint. -                -                 -                      -                 -                      
RS Furniture & Equipment -                -                 -                      -                 -                      

Miscellaneous -                      -                      
Contingency -                      360,000              

Total Operating Expenses 600,500$     600,500$      -$                   680,660$       440,160$           

Other Non-Operating Expenses  1 2,357,959$  2,474,306$   116,347$           3,256,442$    782,136$           

Total Expenses 4,609,084$  4,813,120$   204,036$           6,481,036$    1,667,917$        

Change in Assets -$             (204,036)$     (204,036)$          642,791$       846,827$           

1 Other Non-Operating Expenses consist excusively of SPP's Indirect Rate calculation

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

STATUTORY
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Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget

2008
Projection 

2008
Budget 

2009
Change from 

Projection

Operational Programs
Reliability Standards 0.5 0.5 1.0 0.5
Compliance and Organization Registration and Certification 3.5 4.5 6.0 1.5
Reliability Readiness Audit and Improvement 0.5 0.5 0.5 0.0
Training and Education 4.0 4.0 3.0 -1.0
Reliability Assessment and Performance Analysis 2.4 2.4 3.4 1.0
Situational Awareness and Infrastructure Security 0.0 0.0 0.8 0.8

Total FTEs Operational Programs 10.9 11.9 14.7 2.8

Administrative Programs
Member Forums 0.0 0.0 0.0 0.0
General & Administrative 1.5 2.0 2.5 0.5
Information Technology 0.0 0.0 0.0 0.0
Legal and Regulatory 0.0 0.0 0.0 0.0
Human Resources 0.0 0.0 0.0 0.0
Accounting 0.0 0.0 0.0 0.0

Total FTEs Administrative Programs 1.5 2.0 2.5 0.5

Total FTEs 12.4 13.9 17.2 3.3

STATUTORY
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2008 Organizational Chart 

RE Counsel

SPP Regional Entity Trustees

Executive Director 
Compliance and Enforcement

Last Updated: 5/8/2008

Compliance 
Specialist
(CIP issues)

Consultants

Consultants
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2009 Organizational Chart 
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Reserve Balance 

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 (438,754)

Plus:  2008 ERO Funding (from LSEs or designees) 4,609,083
Plus:  2008 Other funding sources (Cash basis)

Less:  '2008 Projected expenses & capital expenditures (Cash basis) (4,813,120)

Projected Working Capital Reserve (Deficit), December 31, 2008 (642,791)

Desired Working Capital Reserve, December 31, 2009 1 0

Less:  Projected Working Capital Reserve (Deficit), December 31, 2008 (642,791)

Increase(decrease) in assessments to achieve desired Working Capital Reserve 642,791

2009 Assessment for Expenses and Capital Expenditures 6,481,036
Less:  Other Funding Sources (Cash Basis)

Adjustment to achieve desired Working Capital Reserve 642,791
2009 Assessment 7,123,827

1 SPP RE does not require a working capital reserve in that on a cash basis SPP is able to 
fund shortfalls in its statutory (Regional Entity) funding through its operating cash balances, 
and also has access to liquidity through a bank credit facility.  The increase in assessments 
represents SPP RE's underfunding of it's 2007 activities of $438,754 and it's expected 
underfunding of 2008 activities of $204,037.

Working Capital Reserve Analysis 2008-2009
STATUTORY



Section  B — 2009 Regional Entity Budget 

2009 Regional Entity Business Plan and Budget  62 
Approved by Board of Trustees: June 24, 2008 

Regional Entity Assessment Analysis 

Assessments by Country 

Table 6 

NA
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Breakdown by Statement of Activity Sections 
The following detailed schedules are in support of Table 1, page 54, of the 2009 RE Business 
Plan and Budget.  All significant variances have been disclosed by program area in the preceding 
pages.

Supplemental Funding 

NA
Table B-1 

Outside Funding Breakdown By Program
 (excluding ERO Assessments)

Budget
2008

Projection
2008

Budget           
2009 Variance Variance %

Reliability Assessment and Performance Analysis
pc-GAR Software -$                       
GADS Services -                         
 Total -$                      -$                      -$                      -$                       

Training and Education
SO Test Fees -$                       
PJM Test Fees -                         
CEH Fees -                         
 Total -$                      -$                      -$                      -$                       

Situational Awareness and Infrastructure Security
ESD Software -$                       
FIST Royalties -                         
TSIN Fees -                         
 Total -$                      -$                      -$                      -$                       

Technical Committees and Member Forums
Transmittion Owners and Operators Forum Dues -$                       
 Total -$                      -$                      -$                      -$                       

General and Administrative
Interest Income -$                       
 Total -$                      -$                      -$                      -$                       

Total Outside Funding -$                     -$                     -$                     -$                       
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Personnel Expenses 

Table B-2 

Personnel Expenses
Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
Salaries
Salary 1,149,531$        1,223,811$        1,775,018$        551,207$           45.04%
Employment Agency Fees -                      
Temporary Office Services -                      
Total Salaries 1,149,531$        1,223,811$        1,775,018$        551,207$           45.04%

Payroll Taxes
FICA 78,178$             82,852$             110,051$           27,199$             32.8%
Medicare 18,283               19,842               25,738               5,896                 29.7%
SUI -                      
FUI -                      
Total Payroll Taxes 96,461$             102,694$           135,789$           33,095$             32.2%

Benefits
Workers Compensation -$                    
Medical Insurance 160,747             167,453             141,570             (25,883)              -15.5%
Life-LTD Insurance 12,216               14,451               10,758               (3,693)                -25.6%
Education 15,000               17,235               25,000               7,765                 45.1%
Relocation -                      
Total Benefits 187,963$           199,139$           177,328$           (21,811)$            -11.0%

Retirement
Profit Sharing Plan / SERP -$                    
Savings Plan 71,000               71,000                
Total Retirement -$                   -$                   71,000$             71,000$              

Total Personnel Costs 1,433,955$        1,525,644$       2,159,134$       633,490$           41.5%
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Meeting Expenses 
Table B-3 

Meeting Expenses

Meeting Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards -$              
Compliance and Organization Registration and Certification -                
Reliability Readiness Audit and Improvement -                
Reliability Assessment and Performance Analysis -                
Training and Education          54,670          54,670        153,800 99,130         181.32%
Situational Awareness and Infrastructure Security -                
Committee and Member Forums          10,000          10,000          25,000 15,000         150.00%
General and Administrative -                
Legal and Regulatory -                
Information Technology -                
Human Resources -                
Accounting and Finance -                
Total Meeting Expenses $       64,670 $       64,670 $     178,800  $     114,130 176.48%

Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards -$              
Compliance and Organization Registration and Certification          69,000          69,000          94,000 25,000         36.23%
Reliability Readiness Audit and Improvement          15,000          15,000          18,000 3,000           20.00%
Reliability Assessment and Performance Analysis          25,000 25,000          
Training and Education          21,000          21,000          21,000 -               0.00%
Situational Awareness and Infrastructure Security          22,000          18,000          18,000 -               0.00%
Committee and Member Forums          10,000          10,000 (10,000)        -100.00%
General and Administrative          15,000          15,000          30,000 15,000         100.00%
Legal and Regulatory -                
Information Technology -                
Human Resources -                
Accounting and Finance -                
Total Travel Expenses $     152,000 $     148,000 $     206,000  $       58,000 39.19%

Conference Call Expenses by Business Plan 
Category

Budget
2008

Projection
2008

Budget     
2009 Variance

Variance 
%

General and Administrative -$              
Legal and Regulatory -                
Information Technology -               
Human Resources -               
Accounting and Finance -               
Total Conference Calls $               -   $               -   $               -    $               -   

Total Meeting Expenses 216,670$    212,670$    384,800$    172,130$     80.94%
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Operating Expenses 
Table B-4 

Consultants
Budget

2008
Projection

2008
Budget          

2009 Variance Variance %
Consultants
Relability Standards -$                      
Compliance and Organization Registration and Certification 296,000               296,000               330,000               34,000                 11.49%
Reliability Assessment and Performance Analysis 56,000                 56,000                  
Training and Education -                        
Situational Awarerness and Infrastructure Security -                        
Information Technology -                        
Member Forum Consultants -                        
Consultants Total 296,000$             296,000$             386,000$             90,000$               30.41%

Table B-5 

Contracts
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %
Contracts - Software
GADS Programming Support -$                 
Analysis Software -                   
MMWG Powerflow Contractor -                   
MMWG Dynamics Contractor -                   
Resource Adequacy Studies -                   
Dynamics Database Enhancements -                   
General Maintenance -                   
PKI Cyber Security -                   
NERCnet Maintenance -                   
NERCnet (NERC Office) -                   
NERCnet (IDC Support) -                   
Data Services Maintenance -                   
NERC ICCP Maintenance Contract -                   
NERC ICCP Backup Node -                   
RCIS Support -                   
Real-Time TagNet Displays -                   
Area Control Error (ACE) Project -                   
Inadvertent Interchange -                   
AIE Monitoring -                   
CPS1-Balancing Authority ACE Limit Monitoring -                   
Frequency Monitoring -                   
Assessment Studies -                   
TADS Development -                   

Contracts - Software Total -$                -$                -$                -$                 

Contract - IDC
SDX Support -$                 
IDC Maintenance -                   
DF Support Services Contract -                   
IDC Client Contracts -                   
IDC Client Billing -                   
IDC Base Contract -                   
E-Tag Maintenance -                   
Contracts - IDC Total -$                -$                -$                -$                 

Education and Training
System Operator Testing Expenses 6,100$            6,100$            3,960$            (2,140)$           -35.08%
System Operator Examination Development -                   
Database Development -                   
Registration Costs 13,400            13,400            5,700              (7,700)             -57.46%
Education and Training Total 19,500$          19,500$          9,660$            -$                -50.46%

Contracts Total 19,500$         19,500$         9,660$           -$                -50.46%
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Table B-610

Office Rent
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Rent -$                 
Utilities -$                 
Maintenance -$                 
Security -$                 

Total Office Rent -$               -$               -$               -$                 

Table B-711

Office Costs
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Telephone -$                 
Internet -$                 
Office Supplies -$                 
Computer Supplies and Maintenance -$                 
Publications & Subscriptions -$                 
Dues -$                 
Postage -$                 
Express Shipping -$                 
Copying -$                 
Reports - Graphics -$                 
Stationary Forms -$                 
Equipment Repair/Service Contracts -$                 
Bank Charges -$                 
Sales & Use Taxes -$                 
Merchant Card Fees -$                 
Presentation & Publicity -$                 

Total Office Costs -$               -$               -$               -$                 

Table B-8 

10 This is an overhead cost and is accounted for in the SPP Indirect Adder rate. Overhead costs include services provided 
by SPP Inc. to support statutory and non-statutory activities such as payroll and accounts payable processing, human resources 
and benefits management, accounting, information technology, executive leadership, corporate affairs and communications, 
office costs and other support services and expenditures.  Further explanation of this allocation can be found in SPP RE’s 
Delegation Agreement.

11 This is an overhead cost and is accounted for in the SPP Indirect Adder rate. Overhead costs include services provided 
by SPP Inc. to support statutory and non-statutory activities such as payroll and accounts payable processing, human resources 
and benefits management, accounting, information technology, executive leadership, corporate affairs and communications, 
office costs and other support services and expenditures.  Further explanation of this allocation can be found in SPP RE’s 
Delegation Agreement.
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Professional Services
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Independent Trustee Fees 135,000$       135,000$       135,000$       -$               0.00%
Outside Legal 150,000         150,000         150,000         -$               0.00%
Accounting & Auditing Fees -$                
Other Legal Fees -$                
Insurance Commercial -$                

Total Services 285,000$      285,000$      285,000$      -$               0.00%
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Table B-912

Computer 
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Purchase and Lease -$                 
Software

Total Computer -$               -$               -$               -$                 

Table B-1013

Furniture & Equipment
Budget

2008
Projection

2008
Budget     

2009 Variance Variance %

Furniture -$              
Equipment -$              
Leasehold Improvements -$              

Total Furniture & Fixtures -$            -$            -$            -$              

Table B-11 

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Shared Services Allocation 2,357,959$    2,474,306$    3,256,442$    782,136$       31.61%
Office Relocation -$                
Cash Reserve Requirement  1 -$               

Total Non-Operating Expenses 2,357,959$    2,474,306$    3,256,442$    782,136$       31.61%

1  As per Table 5, SPP will collect $642,791 in additional assessments due to underfunding of 2007 activities 
    and estimated underfunding of 2008 activities.  Instead of reflecting this amount as a Non-Operating Expense 
    in Tables 1 and B-11, SPP will reflect the additional assessments in Table 5 only.

12 This is an overhead cost and is accounted for in the SPP Indirect Adder rate. Overhead costs include services provided 
by SPP Inc. to support statutory and non-statutory activities such as payroll and accounts payable processing, human resources 
and benefits management, accounting, information technology, executive leadership, corporate affairs and communications, 
office costs and other support services and expenditures.  Further explanation of this allocation can be found in SPP RE’s 
Delegation Agreement.
13 This is an overhead cost and is accounted for in the SPP Indirect Adder rate. Overhead costs include services provided 
by SPP Inc. to support statutory and non-statutory activities such as payroll and accounts payable processing, human resources 
and benefits management, accounting, information technology, executive leadership, corporate affairs and communications, 
office costs and other support services and expenditures.  Further explanation of this allocation can be found in SPP RE’s 
Delegation Agreement.
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Section C — 2009 RE Non-Statutory Business Plan and Budget 

Full Member Criteria Services 

2008 Budget
Total FTEs 345 FTE
Total Direct Funding $92,961 
Total Indirect Funding $0
Total Funding $92,961

SPP 2008 Budget (Includes both Statutory and Non-
Statutory functions)

(in thousands)

Background

Southwest Power Pool, Inc. (SPP) is a Regional Transmission Organization, mandated by the 
Federal Energy Regulatory Commission to ensure reliable supplies of power, adequate 
transmission infrastructure, and competitive wholesale prices of electricity. These activities are 
budgeted for separately from the SPP RE and constitute the non-statutory activities further 
described in this Section. 

Membership and Governance (for non-statutory activities) 

SPP is a relationship-based organization with member-driven processes offering independence 
through diversity in Organizational Group membership and recognition that reliability and 
economic/equity issues are inseparable.  SPP strives to continuously improve and implement 
new concepts in a deliberate evolutionary manner.   

SPP membership is voluntary and open to any electric utility, federal power marketing agency, 
transmission service provider, any entity engaged in the business of producing, selling and/or 
purchasing electric energy for resale, and any entity willing to meet the membership 
requirements, including execution of the Membership Agreement. Membership is also open to 
entities eligible to take service under the SPP Open Access Transmission Tariff (OATT). SPP 
offers its Members greater efficiency and service reliability through better coordination.  

SPP members serve over 4.5 million customers across eight states: Arkansas, Kansas, Louisiana, 
Mississippi, Missouri, New Mexico, Oklahoma, and Texas.  

SPP is governed in accordance with its Bylaws by an independent Board of Directors consisting 
of seven directors independent of any SPP Member.  The Board of Directors works to ensure 
equity to all Members and acts in the best interest of SPP through its management, control and 
direction of the general business of SPP.

Non-Statutory Functional Scope 
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SPP is mandated by the Federal Energy Regulatory Commission (Commission) to ensure reliable 
supplies of power, adequate transmission infrastructure, and competitive wholesale prices of 
electricity.

SPP provides the following primary services to our members and customers: 

Tariff Administration: Independent administration of the Open Access Transmission Tariff that 
provides one-stop shopping for regional transmission service with consistent rates and terms.  

Reliability Coordination: SPP monitors power flow throughout our footprint. We anticipate 
problems and take preemptive action to mitigate operating limit violations. SPP coordinates 
regional response in emergency situations or blackouts. 

Regional Scheduling: SPP ensures that the amount of power sent is coordinated and matched 
with power received. SPP's regional scheduling service reduces the number of entities with 
which SPP members and customers have to coordinate. 

Market Operations: SPP administers an Energy Imbalance Marketplace, monitors resource/load 
balance and ensures that less expensive power is used to serve load before expensive power, all 
while ensuring system reliability is met. 

Expansion Planning: SPP's planning process seeks to identify system limitations and develop 
transmission upgrades for increased capacity. 

Contract Services: SPP provides reliability, tariff administration, and scheduling for non-
members on a contract basis.  

Finally, as a Public Utility under the Federal Power Act, SPP is required to submit its budget to 
the Commission. The Commission already has approved SPP’s activities and has ordered that 
SPP’s budgets be filed with the Commission. 14

14 See Sw. Power Pool, Inc., 109 FERC ¶ 61,010, at P 98 (2004) (requiring SPP to file its operating budget on an 
annual basis).  See also Sw. Power Pool, Inc., 109 FERC ¶ 61,009, at PP 3-5 (2004), order on reh’g, 110 FERC ¶ 
61,137 (2005) (describing history of SPP RTO application, including approval and revision of SPP Bylaws); see 
also, generally, Sw. Power Pool, Inc., 108 FERC ¶ 61,003 (2004), order on reh’g, 110 FERC ¶ 61,138 (2005); Sw. 
Power Pool, Inc., 106 FERC ¶ 61,110 (2004). 
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Schedule for Preparation and Approval of SPP Inc.’s Overall Annual 
Budget

SPP’s overall annual budget is prepared on a budget cycle to be approved by its independent 
Board of Directors annually at its October meeting.  Because of this timing difference with the 
NERC budget process; SPP is unable to provide an accurate 2009 SPP budget for non-statutory 
activities at this time. The process begins during the second quarter when the SPP staff develops 
preliminary non-statutory budgets. During the third quarter the Finance Committee of SPP 
initially reviews and evaluates the budget prepared by SPP staff. Once the budget is approved by 
the Finance Committee, it is presented to the Board of Directors for their review and approval at 
its quarterly meeting held in October. The SPP overall annual budget is then submitted to FERC 
for approval.

Below is an excerpt of SPP’s 2008 budget submission filing to FERC.  This excerpt includes 
both statutory and non-statutory financials: 
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SOUTHWEST POWER POOL
2008 BUDGET

2008
BUDGET

Ordinary Income/Expense
    Income
        Tariff Administration Service $59,644
        Fees & Assessments 13,609
        Contract Services Revenue 17,153
        Miscellaneous Income 2,555
    Total Income 92,961

    Expense
        Salary & Benefits 44,049
        Employee Travel 1,268
        Administrative 1,789
        Assessments & Fees 9,000
        Meetings 518
        Communications 2,813
        Leases 1,006
        Maintenance 4,255
        Services 15,524
        Regional State Committee 703
        Depreciation & Amortization 18,540
    Total Expense 99,465

Net Ordinary Income (6,504)

        Interest Income (1,000)
        Interest Expense 2,919
    Total Other Expense 1,919

Net Income (Loss) (8,423)

        Debt Repayment 12,206
        MW/h Forecast 312,496

        Net Revenue Requirement 61,462
        Calculated Admin Fee / MWh $0.197
        Recommended Admin Fee / MWh $0.190

        Capital Expense 23,859
        Headcount (EOY) 345
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Introduction 

Total RE Resources 
(in whole dollars) 

                                                2009 Budget                U.S.               Canada              Mexico
Statutory FTEs 26.95
Non-statutory FTEs 5.05
Total FTEs 32.0
Statutory Expenses $6,167,024 $6,167,024
Non-statutory Expenses $871,997 $871,997
Total Expenses $7,039,021 $7,039,021
ERO Funding/Assessments $3,430,700 $3,430,700
Other Funding Sources $70,000 $70,000
Non-statutory Funding $871,997 $871,997
Total Funding $4,372,697 $4,372,697
NEL 319,355,145 mwh 319,355,145 mwh 
NEL % 100.0% 100.0%

Texas Regional Entity (Texas RE) is an independent division of Electric Reliability Council of 
Texas, Inc. (ERCOT ISO), a Texas non-profit corporation.  The vision of Texas RE is to 
preserve and enhance reliability across the ERCOT Region by encouraging a culture of 
compliance among all users, owners, and operators of the bulk-power system.   

In May 2007, Texas RE executed a Delegation Agreement with North American Electric 
Reliability Corporation (NERC), the Electric Reliability Organization (ERO) certified by the 
Federal Energy Regulatory Commission (the Commission), pursuant to Section 215(c) of the 
Federal Power Act (FPA).  In response to subsequent orders by the Commission, Texas RE and 
NERC signed an Amended and Restated Delegation Agreement on March 28, 2008.    

The Commission authorized NERC to develop standards for the reliable operation and planning 
of the Bulk-Power System, to enforce compliance with those standards, and to conduct periodic 
assessments of the reliability and adequacy of the Bulk-Power System in North America.  The 
Commission further authorized NERC to delegate these responsibilities to regional entities 
through Delegation Agreements approved by the Commission, and the Commission provides 
oversight of the ERO and regional entity performance in the United States, pursuant to the FPA.   

In the May 2007 Delegation Agreement and the March 28, 2008 Amended and Restated 
Delegation Agreement (collectively “the Delegation Agreement”), NERC delegates to Texas RE 
certain responsibilities and authorities of a regional entity as defined in the FPA, regulations 
adopted by the Commission (including but not limited to Order N. 672 in Docket No. RM05-30-
000), and other directives of the Commission, including the authority to propose, develop, 
monitor, assess, and enforce reliability standards and ERCOT Region-Specific regional 
reliability standards (“Regional Standards”) and variances within the ERCOT Region, in 
accordance with the NERC Rules of Procedure (ROP).  Texas RE’s activities under the 
Delegation Agreement are referred to herein as statutory activities. 

All proposed reliability standards and Regional Standards and variances must be submitted by 
the ERO to the Commission and must be approved by the Commission as just, reasonable, not 
unduly discriminatory or preferential, and in the public interest to be effective and enforceable.  
The ERO and regional entities monitor compliance with the reliability standards, and they may 
direct violators to comply with the standards and impose penalties for violations in accordance 
with the NERC ROP, subject to review by and appeal to the Commission. While the ERO is 
responsible for compliance and enforcement under Commission oversight, the Commission is 
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authorized by the FPA to also investigate compliance and impose penalties independently of the 
ERO.

In addition to Texas RE’s statutory activities, Texas RE investigates, audits, and reports on 
compliance with the ERCOT Region reliability-based Protocols and Operating Guides 
(Protocols) for the Public Utility Commission of Texas (PUCT).  Texas RE’s Protocol-related 
activities are referred to herein as Non-statutory activities. Texas RE coordinates with PUCT 
staff regarding enforcement of potential Protocol violations, but the PUCT prosecutes any 
Protocol violations that result in enforcement actions. Due process is provided to any entity that 
is reported to have violated a Protocol, pursuant to state law, and the PUCT makes all final 
decisions regarding Protocol violations.  

Vision

The vision of Texas Regional Entity, an independent division of Electric Reliability Council of 
Texas, Inc., is to preserve and enhance reliability across the ERCOT Region by encouraging a 
culture of compliance among all users, owners, and operators of the bulk-power system. 

Mission

In order to fulfill its obligations, Texas Regional Entity will act in accordance with its Delegation 
Agreement, NERC Rules of Procedure and the PUCT approved ERCOT Compliance Process 
to:

 Monitor, report, and enforce compliance with NERC Reliability Standards by all users, 
owners, and operators of the bulk-power system in the ERCOT Region. 

 Develop regional variances or standards which go beyond, add details to or implement 
NERC Reliability Standards.  

 Monitor and report compliance with ERCOT Protocols by all Market Participants in the 
ERCOT Region. 

Membership and Governance 
Because Texas RE is an independent division of ERCOT ISO, members of ERCOT ISO are 
also members of Texas RE.  These members can be from any ERCOT ISO Segment (as listed 
below), and, except for the Consumer Segment, must have an actual financial interest in the 
retail or wholesale electric market in the ERCOT Region and be able to do business in one of 
these markets.  ERCOT ISO charges a nominal fee for membership, but the membership fee 
can be waived upon good cause shown.  Any person or entity that has a direct and material 
interest in the bulk power system has a right to participate in the Texas RE Standards 
Development Process, even if not a Texas RE member. 

In order to maintain clear independence from and not be unduly influenced by the owners, 
operators, and users of the bulk power system being monitored, Texas RE is a functionally 
separate and independent division of ERCOT ISO.  Texas RE is led by a chief executive officer 
with the title CEO and Chief Compliance Officer (CCO) who manages the general affairs of 
Texas RE as its chief executive officer, who reports to the Board of Directors or a subcommittee 
thereof for administrative purposes.  The Texas RE employees maintain office space that is 
separated from ERCOT ISO office space by a secured access point.  Texas RE and its 
employees function independently of the ERCOT ISO and its officers, and Texas RE creates, 
monitors, and operates under an independent budget and maintains separate books and 
records from ERCOT ISO.  Texas RE uses certain administrative services provided by ERCOT 
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ISO employees, but Texas RE pays a cost reimbursement based rate for goods or services 
provided by ERCOT ISO, pursuant to the Service Level Agreement.

Texas RE’s board is comprised of the sixteen (16) directors of the ERCOT ISO board, including 
the Chair of the PUCT, as an ex officio non-voting member, the ERCOT ISO CEO as an ex-
officio voting member, five (5) Unaffiliated Directors (not affiliated with any ERCOT ISO market 
participant), and directors from the following market Segments: 

A. Three (3) Consumers: 

1. Public Counsel (representing residential consumers and small commercial 
consumers, as an ex officio voting member 

2. Large Commercial (peak demand >1000 kilowatts) 
3. Industrial Consumer 

B. 1 Independent Retail Electric Provider (and one segment alternate) 

C. 1 Generator (and one segment alternate) 

D. 1 Independent Power Marketer (and one segment alternate) 

E. 1 Investor Owned Utility and (and one segment alternate) 

F. 1 Municipal (and one segment alternate) 

G. 1 Cooperative (and one segment alternate)     

The Texas RE directors maintain independence from their role as ERCOT ISO directors by 
holding board and committee meetings separately from ERCOT ISO meetings and by not 
having any role regarding Texas RE’s Statutory compliance and enforcement activities (as 
described below). 

Statutory Functional Scope 
In accordance with the Delegation Agreement and in compliance with the NERC ROP, Texas 
RE performs the following Statutory Functions: 

A. Propose Reliability Standards, Regional Variances or modifications thereof to NERC 
and develop needed Regional Standards through Texas RE’s standards 
development procedure.   

B. Monitor and enforce approved Reliability Standards (including Regional Standards 
and Regional Variances) within the ERCOT Region through Texas RE’s Compliance 
Monitoring and Enforcement Program (CMEP).  

C. Perform delegation-related services on behalf of NERC, in furtherance of NERC’s 
responsibilities as the ERO under the FPA, including:  

1. Organization registration and certification.  
2. Assessment and performance analysis of the present and future reliability, 

adequacy, and security of the bulk-power system.  
3. Promote effective training and education of reliability personnel and assist in the 

certification of operating personnel.  
4. Promote situational awareness and the security and protection of critical 

infrastructure. 

Non-Statutory Functional Scope 
In addition to its Statutory functions, Texas RE monitors and investigates compliance with the 
ERCOT Region Protocols needed to safely and reliably operate the electric transmission system 
and support wholesale and retail markets.  The ERCOT Region Protocols contain the market 
rules for planning and operating reliable interconnected bulk electric system in the ERCOT 
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Region.  To ensure that the reliability of the interconnected bulk electric system is maintained, 
all ERCOT Region market participants involved in planning, operating, or using this system 
must understand and comply with these requirements.  The PUCT oversees the enforcement 
process.  Further explanation of the Non-Statutory budget is included in the Non-Statutory 
section of the Budget & Business Plan.   

Planning Cycle 
Texas RE’s financial process for the 2009 budget planning cycle employed a zero-based 
budgeting methodology.  Each request for resources was evaluated and justified to ensure that 
resource requests were efficient and matched the departmental plan for the coming year.  Each 
department manager was responsible for budgeting department resources for the 2009 planning 
cycle.  The budget requests were evaluated for reasonableness and cost efficiency to ensure 
that the planning process would be successful.  The budget assumptions associated with this 
planning cycle are as follows: 

 2009 will be the 2nd full year of operations for Texas RE. 
 The budget process ensured that all of the functions were appropriately budgeted to: 

o Discharge all of the NERC Delegation Agreement requirements. 
o Continue monitoring & reporting on protocol compliance and non-compliance.  
o Ensure Texas RE continues to improve its processes by utilizing technology to 

enhance its operations. 
o Guarantee Texas RE has appropriate cash on hand by establishing a 60-day 

cash on hand reserve.  The reserve represents approximately 60 days of 
operating expenses.  This benchmark was chosen due to its common usage in 
financial markets as an indication of appropriate cash reserves to be held by 
organizations that receive bond-financing, though Texas RE does not have bond-
financing.

 The reserve is to be treated as a non-operating expense item for purposes of budgeting, 
but will ensure that Texas RE has sufficient cash on hand. 

 Labor expense and allocations for Statutory (Federal) functions and Non-Statutory 
(Protocol) functions were projected based on current time-tracking and expected trends. 

 Increased Statutory Compliance labor resulted due to:  
o Additional and longer audits required, due to increased number of FERC-

approved Reliability Standards and increased number of Registered Entities. 
o Increased emphasis on situational awareness and cyber-security. 
o Increase in Legal and Regulatory (investigations, contested matters, required 

communications with NERC, FERC, and PUCT, and regulatory matters). 
 Invest in technology improvements and process automation. 
 Non-statutory requirements will not increase. 

o Efficiencies experienced on QSE audits, due to statutory audits and statutory 
event analysis. 

o Projected allocation to the Non-Statutory function is reduced to less than 15% of 
the total budget. 

 Increase in labor costs of 43% for 2009 (Headcount increasing 30%): 
 Tight labor market for experienced Electrical Engineers with Electric Power Systems 

experience is driving salary up. 
 Surplus funds from prior years (2007 & 2008) are expected to offset 2009 funding 

requirements (balance remaining is forecast to be $1.8M). 
 Texas RE Staff will relocate outside of its present location due to space requirements. 
 FTE’s are calculated based on hours of work spent performing activities as compared to 

2,080 labor hours available in a full-time employee work-year. 
 Services are received by Texas RE from ERCOT ISO for additional support services not 

included in Texas RE’s direct expenses.  These services are identified and priced in the 
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Memorandum of Understanding (including exhibits) between Texas RE and ERCOT 
ISO.

Texas RE staff reviews the organization’s financials, monthly against plan, and documents the 
variances and emerging trends.  Texas RE routinely forecasts expenses for the balance of the 
fiscal year.  This ensures that the regional entity is maintaining fiscal discipline and that the 
Texas RE will be good stewards of the resources appropriated for the purposes of fulfilling the 
delegation agreement requirements. 

2009 Primary Objectives  
Texas RE’s Primary Goals for 2009 are to: 

A. Effectively communicate with the industry, regulators, and other stakeholders   

 Build cooperative relationships with all registered entities, industry segments, 
ERCOT Region market participant committees and working groups, and regulators 
through regular, consistent messaging regarding all of Texas RE’s program areas. 
Continuing strong communications and cooperative relationships will be especially 
crucial in the year 2009, because the ERCOT Region plans to implement its nodal 
market system in December 2008. 

 Continue to improve the established communications and relationships with NERC 
and the other Regional Entities during this second full year for the ERO and 
Regional Entities to operate under the approved delegation agreements.   

 Deliver a consistent message through a variety of electronic media (including the 
quarterly newsletter) as a timely and efficient means of providing important 
information to the industry and the public. 

 Continue to enhance the Texas RE online presence to build identity, awareness, 
and provide useful information about Texas RE and its mission, through the 
improved and separate Texas RE public Web site (planned for launch by the end 
of 2008) which will:

o Increase awareness of Texas RE’s mission and NERC and ERCOT 
Region-specific requirements for compliance 

o Provide comprehensive information and resources on standards, 
compliance, and registration requirements, including enforcement of 
compliance, changes to standards and requirements, and answers to 
frequently asked questions;  

o Act as a gateway to the externally hosted applications and related external 
Web sites 

o Attract qualified and diverse staff 

o Promote new information and educational opportunities 

o Serve as the foundation for additional information systems 

B. Prepare and obtain approval of an appropriate Texas RE Business Plan & Budget 
and Conduct Texas RE Operations within the approved Budget 

C. Effectively manage the NERC Compliance Monitoring and Enforcement Program 
(CMEP)

D. Monitor, investigate and report reliability-related non-compliance with ERCOT 
Region Protocols 
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E. Effectively manage the Texas RE Standards Development Process 

F. Establish Key Performance Indicators and Benchmarks for Texas RE operations. 

Major 2009 Cost Impacts
Statutory expenses are increasing by over 57% or $2.2M from the 2008 forecast.  This increase 
is primarily being driven by the following items: 

1. Adding 5 additional staff will increase salary and benefits by almost $600K. 
2. Increases for existing staff (merit, promotion and market) totals approximately 

(salary & benefits) $240K. 
3. Texas RE has experienced some vacancies in staffing during 2008; the resulting 

difference is estimated to be $60K. 
4. Shifting salary from non-statutory to statutory due to better time estimation is 

increasing statutory salary and benefits $106K.  
5. Due to the need to relocate Texas RE offices, rent will be increasing by more 

than $400K. 
6. Texas RE is also establishing a cash reserve for 2009, which is approximately 

$855K.  This represents the 60 days cash on hand target which assures Texas 
RE will be appropriately funded. 

Detailed Business Plans and Budgets by Program 
Details of the planning, operation, review, and adjustment for each program area are included in 
Section A.  The corresponding budget details are shown in Section B. 
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Section A — 2009 Business Plan 
Reliability Standards Program 

Reliability Standards Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs              2.00               1.70               1.70  
Total Direct 
Expenses  $   215,454  $   171,739  $   176,491
Total Indirect 
Expenses 1  $   185,044  $   221,277  $   308,524
Total Expenses  $   400,498  $   393,016  $   485,014

1 Indirect expense is allocated to the programs based on the FTEs within the program compared to total FTEs for all 
programs.  The resulting percentage is then applied to the Administrative Services budgets to ensure that each 
program receives its pro-rata share of the Administrative Services expense. 

Background 
Texas RE may develop, through its own standards development process, separate Regional Standards 
that are specific to the ERCOT Region and go beyond, add detail to, or implement NERC Reliability 
Standards. Texas RE may also utilize the same process to obtain a Regional Variance to a NERC 
Standard; or develop Regional Standards that cover matters not addressed in NERC Reliability 
Standards.  Regional criteria may be developed separately from NERC Reliability Standards, or may be 
proposed as ‘Regional Standards.  Regional criteria that exist separately from NERC Reliability 
Standards shall not be inconsistent with or less stringent than NERC Reliability Standards.  

Regional Standards shall provide for as much uniformity as possible for Reliability Standards across the 
interconnected bulk power system of the North American continent.  Such ‘Regional Standards’ shall be 
more stringent than a continent-wide Reliability Standard, or shall be a regional difference that addresses 
matters that the continent-wide Reliability Standard does not or is necessitated by a physical difference 
in the bulk power system. 

Program Description and Functions Performed 
Texas RE’s Reliability Standards Development Process will be overseen by a Reliability Standards 
Committee (RSC) whose purpose is to see that all stakeholder interests are fairly represented in the 
development of Regional Standards.  The RSC will be a broad-based, representative committee 
consisting of representatives from each of the seven ERCOT Region market participant segments.  
Participation is open to any person or entity with an interest in the reliability of the ERCOT Region Bulk 
Power System. 

Among other responsibilities, the RSC will review each proposal for development of a new Regional 
Standard, a variance to a NERC standard, or a modification to or deletion of an existing Regional 
Standard, to determine if the proposal should be pursued. RSC also oversees the modification to the 
standards development process. If it so determined, the RSC will forward to the ERCOT Reliability and 
Operations Subcommittee (ROS) to appoint a reliability standard drafting team that has the necessary 
technical expertise, competencies, and diversity of views needed to develop the proposed standard.  
Development of each Regional Standard will include at least one time period for receipt of public 
comment before the proposed standard is submitted for an approval vote.  A separate ballot pool will be 
established for each standard to allow Registered Ballot Body (RBB) with interest on a particular 
standard to participate on the voting activity. Upon evaluating the voting results, RSC will determine 
whether to forward the Regional Standard and the associated package to the Texas RE Board for 
approval.  Finally, if approved by the Board, the Regional Standard will be forwarded to NERC for 
evaluation and approval and subsequent filing with FERC for its approval.  Once FERC approves a 
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standard and the effective date reached, compliance with the standard is legally binding on all applicable 
owners, operators, and users within the Texas RE footprint. 

Texas RE’s Reliability Standards Development Process is designed to build and verify consensus for 
each Regional Standard.  The open, inclusive, balanced and transparent process ensures that the 
resulting standards are just, reasonable, and nondiscriminatory.  Participation by industry experts and 
compliance personnel ensures that the standards are technically sound, unambiguous, and measurable.   

Texas RE’s Reliability Standards Group will be responsible for coordinating and facilitating all aspects of 
the ‘Regional Standards’ development process.  Staff will be actively involved in the NERC Reliability 
Standards Program, participate on the Reliability Standards Drafting Teams and participate on NERC 
Readiness Evaluations.  The Reliability Standards Group will review each Reliability Standard and notify 
impacted entities of any new requirements as well as communicate all reliability standards-related 
information to stakeholders.  Staff will also identify any possible training needed by responsible entity 
personnel to promote understanding and compliance with the new or revised reliability standards.  

2009 Goals and Objectives
The goals of the Reliability Standards Program for 2009 are to: 

1. Meet all FERC and NERC directives with regard to Regional Standards development and 
procedures. 

2. Develop Regional Standards program communications that educate and inform stakeholders 
and support the Texas RE Standards Development program objectives.   

3. Work closely with the ERO and NERC Registered Entities within the Texas RE enforcement 
footprint to develop separate Regional Standards that go beyond, add detail to, or implement 
NERC Reliability Standards; obtain a Regional Variance; or otherwise address issues that are 
not addressed in NERC Reliability Standards.    

4. Ensure consistency and quality of Regional Standards without causing undue restrictions or 
adverse impacts on competitive electricity markets. 

5. Ensure Texas RE Reliability Standards development process is aligned to meet agreed-upon 
expectations.

6. Streamline and improve the Texas RE’s Reliability Standards development process and 
associated tools. 

7. Participate and be actively involved in various NERC Reliability Standards Program and 
related functions. 

Staffing Needs 

Hiring Plans 
Based on the existing and proposed work as outlined in this business plan Texas RE will maintain 
the standards program area staff at 2008 levels, however 1 FTE did not start until the 1Q of 2008, 
therefore there is a slight increase reflected in 2009. 

 Shared Employees 
Not applicable 

Contractors
Not applicable 
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Reliability Standards Program 
Funding sources and related expenses for the reliability standards section of the 2009 business plan are 
shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 215,454$ 215,454$ -$ 176,491$        (38,963)$
Membership Dues -                 -                 - -                 -
Testing Fees -                 -                 - -                 -
Services & Software -                 -                 - -                 -
Workshops -                 -                 - -                 -
Interest -                 -                 - -                 -
Miscellaneous -                 -                 - -                 -

Total Funding 215,454$ 215,454$ -$ 176,491$        (38,963)$

Expenses
Personnel Expenses

Salaries 144,806$ 125,691$ (19,115)$ 127,238$        1,547$
Payroll Taxes 12,019 10,827 (1,192) 10,179            (648)
Benefits 17,377 13,930 (3,447) 14,320            390
Retirement Costs 16,942 16,981 39 18,450            1,469

Total Personnel Expenses 191,144$ 167,429$ (23,715)$ 170,187$        2,758$

Meeting Expenses
Meetings 810$              810$ -$ -$               (810)$
Travel 8,500 3,500 (5,000) 4,344              844
Conference Calls -                 -                 - -                 -

Total Meeting Expenses 9,310$ 4,310$ (5,000)$ 4,344$            34$

Operating Expenses
Consultants -$               -$               -$ -$               -$
Contracts -                 -                 - -                 -
Office Rent -                 -                 - -                 -
Office Costs -                 -                 - 1,960              1,960
Professional Services -                 -                 - -                 -
Computer Purchase & Maintenance -                 -                 - -                 -
Furniture & Equipment -                 -                 - -                 -
Miscellaneous -                 -                 - -                 -
Contingency 15,000 - (15,000) -                 -

Total Operating Expenses 15,000$ -$ (15,000)$ 1,960$            1,960$

Other Non-Operating Expenses -$ -$              -$ -$               -$

Total Expenses 215,454$ 171,739$ (43,715)$ 176,491$        4,752$

Change in Assets -$ 43,715$ 43,715$ -$               (43,715)$

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards



Section A — 2009 Business Plan 

2009 Texas Regional Entity Business Plan and Budget         12 
Approved by Board of Directors: June 17, 2008 

Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan section of this document: 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Expenses are higher related to maintaining full staff in 2009. 

Meeting Expenses 
 Travel expenses are virtually unchanged from the 2008 forecast to the 2009 budget. 

Operating Expenses 
 Operating expenses include fees related to dues and professional fees. 
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Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program 

Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program Resources 

(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs              6.40             12.40             14.15  
Total Direct 
Expenses  $   892,898  $1,186,451   $1,628,935  
Total Indirect 
Expenses 1  $   589,827  $1,614,023   $2,578,245  
Total Expenses  $1,482,725   $2,800,474   $4,207,180  

Overview 
The purpose of Texas RE’s Compliance Monitoring and Enforcement Program (CMEP) is to maintain the 
reliability of the ERCOT Region Bulk Power System.  NERC oversees each Regional Entity’s 
Compliance Program. Texas RE is responsible for monitoring, assessing, and enforcing compliance with 
NERC Reliability Standards, Regional Standards, and requirements by the owners, operators, and users 
of the bulk power system in the ERCOT Region.  The CMEP activities make up the majority of the work 
currently done by Texas RE and the other Regional Entities.  The CMEP focuses on four primary areas: 
identification and registration of organizations responsible for complying with Reliability Standards 
(Organization Registration and Certification), monitoring of the registered entities for compliance with 
Reliability Standards (Compliance Monitoring), determination and reporting to NERC of violations of 
Reliability Standards by registered entities (Enforcement Actions), and ensure correction of 
noncompliance and violations when identified (Mitigation of Violations).  Texas RE maintains processes 
and procedures for data gathering, reporting, investigating, auditing, assessing, penalizing and 
sanctioning violators, and mitigating non-compliance.   

The CMEP is a relatively new program.  As such, Texas RE has focused its efforts on building new 
policies and procedures to support the evolving requirements that are being developed at the national 
level.  As the organization begins to mature in 2009, Texas RE will review its organizational structure, 
processes and procedures with the intent to improve the quality of its work and begin the task of 
analyzing how we can mitigate the cost of compliance.  The reliability of the Bulk Power System will 
always remain the unquestionable number one priority of the organization.  

Organization Registration and Certification Program Description and Functions 
Texas RE is responsible for identifying and registering each entity that is responsible for performing each 
NERC function in the ERCOT Region, in accordance with Section 500 of the NERC ROP. These 
Registered Entities are responsible for complying with all applicable reliability standards.  Texas RE must 
maintain an accurate registration list of all owners, operators, and users of the bulk power system for 
compliance monitoring purposes. 

The amount of work related to entity registration is higher than expected in 2008 and is predicted to 
remain at a high level through 2009 due to on-going changes to responsibilities and definitions of the 
Register Entity functions, additional NERC and FERC procedural requirements, and the unique 
requirements and procedures required by the ERCOT Region Protocols.   

Specifically, NERC is expected to approve the new definition of the Load Serving Entity (LSE) function 
before the end of 2008, which will drive the need to implement LSE registrations (which could number 
between 35 and several hundred, depending upon the final definition) during 2009. Additionally, the joint 
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registration (JRO) process (joint registrations with split tasks and responsibilities on a sub-requirement 
level between Registered Entities) requires significant review and approval by Texas RE and is expected 
to significantly impact work load.  If the anticipated joint registrations for the transmission operator (TOP) 
function are completed during 2008 as expected, Texas RE estimates that nine certification audits will be 
added in the ERCOT Region in 2009 to support the 28 new TOP entities.  Only 9 of the TOP certification 
audits are included in the 2009 business plan and budget. 

Additionally, some registrations have been contested, particularly due to some of the unique procedures 
in the ERCOT Region Protocol.  Texas RE has a regional registration appeals process and its staff must 
support Texas RE’s position on appeals made by entities through the NERC and FERC appeal process.  
It is predicted that significant effort will continue to be expended in this area in 2009.   Registration and, 
in some cases, certification of the organizations responsible for complying with the standards will be an 
ongoing activity. 

The list of registered entities in the ERCOT Region continues to evolve and currently includes:  
 93 Generator Owners  
 58 Generator Operators  
 24 Transmission Planners  
 28 Transmission Owners   
 39 Distribution Providers 
 34 Purchasing Selling Entities  
 1 Transmission Operator,  Reliability Coordinator, Balancing Authority, Planning Authority, 

Resource Planner, Transmission Service Provider, and Interchange Authority (ERCOT ISO) 

2009 Goals Organization Registration and Certification:
1. Maintain an accurate registration list of all owners, operators, and users of the bulk power 

system by establishing a schedule to verify entity registration and contact information. 
2. Provide updated registered entity information to NERC and appropriate government 

authorities.
3. Participate in development of registration procedures, policies and databases with NERC 

and FERC, and implement and communicate changes as necessary. 
4. Appropriately address all registration appeals to completion. 
5. Implement organization certification in accordance with NERC processes, some of which 

are still under development – conduct required audits. 
6. Maintain processes and procedures for carrying out the delegated certification activities 

that are required by the certification standards. 
7. Complete a review of policies and procedures with the goal of improving clarity of 

communications with registered entities and to determine how it may be possible to 
mitigate the cost of compliance without impacting reliability. 

8. Implement recommendations from the upcoming NERC audit of Texas RE. 

Compliance Monitoring and Enforcement Program Description and Functions 
Through a rigorous program of monitoring, audits, assessments, investigations, mitigation activities, and 
the imposition of penalties and sanctions for non-compliance with reliability standards, Texas RE will 
strive to maintain a high level of reliable operation of the ERCOT Region Bulk Power System by its 
owners, operators, and users.  Ensuring the reliable operation of the Bulk Power System will benefit all 
owners, operators, and users of the Bulk Power System in the ERCOT Region. 

The CMEP currently has 86 NERC Reliability Standards that were approved by FERC in 2007, and eight 
(8) Cyber Security Reliability Standards that were approved by FERC in 2008.  The 86 standards 
approved in 2007 have more than 3,000 requirements and sub-requirements.  There are more NERC 
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Reliability Standards in the development and approval process, and Texas RE anticipates that at least 
some Regional Standards will be approved starting in 2008. 

A key, and the most well known component of the CMEP is the compliance audit, but Texas RE uses 
eight (8) different monitoring processes to collect information to confirm compliance with NERC 
Reliability Standards: 

1. Compliance Audits,  
2. Self-Certifications,  
3. Spot Checking,  
4. Compliance Violation Investigations,  
5. Self-Reporting,  
6. Periodic Data Submittals,  
7. Exception Reporting, and  
8. Complaints 

Texas RE maintains a program of proactive enforcement audits and reviews.  Each owner, operator, or 
user of the Bulk Power System is responsible for complying with NERC Reliability Standards, Regional 
Standards, and Texas RE audits these Reliability Standards on a recurring basis using an approved 
audit plan coordinated with NERC and augmented for regional needs.  A Compliance Audit is performed 
to determine compliance with applicable Reliability Standards on a three and/or six-year cycle, 
depending on the entity’s registration, and an audit report is issued for each audit.   

In any years that a registered entity does not receive a Compliance Audit, Texas RE will require a 
compliance Self-Certification from the entity, using electronic forms developed and distributed by Texas 
RE.  The entity must certify that it is in compliance with each designated measure or disclose any non-
compliance and submit the self-certification to the Texas RE by the date specified in the request by the 
Texas RE.  Texas RE may require Registered Entities to self-certify their compliance with reliability 
standards at other times as well.  Texas RE performs Spot Checks of registered entities to (1) confirm 
compliance certified on Self-Certifications, (2) follow up on Self Reports and Periodic Data Submittals, (3) 
confirm completion of mitigation plans, and (4) follow up on complaints or other indications of non-
compliance.  Texas RE may perform Spot Checks by telephone, site visit, or a data or document request.  
Deficiencies found in Self-Certifications and Spot Checks are treated as if they were audit findings of 
violations.

A Compliance Violation Investigation is a more involved, possibly time consuming, and formal 
process than a compliance analysis, and the investigation team includes NERC staff and FERC 
staff. At this time, Texas RE is estimating to complete 54 compliance analyses in 2009, which is the 
same estimate used for 2008.   

To date, there have been no major events analyzed using the CVI process in the ERCOT Region.  It is 
anticipated that there will be at least one CVI in 2008 based on activity to date, but it is impossible to 
accurately predict CVI level activity in 2009.  The inability to predict workload and thus to be prepared for 
this type of work is very difficult. 

The budget for Compliance Audits is based on the current number of registered entities in the ERCOT 
Region.  There is little probability that this number will decrease, and some evidence that it could 
increase significantly beyond current levels.  An example would be the proposal to add 28 TOP 
registered entities through joint registration with the ERCOT ISO.  Such a change would require a 
revision to our audit schedule and would most likely result in a need to request additional resources at a 
later date, 
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2009 Compliance Monitoring and Enforcement Program Goals and Objectives

1. Complete Compliance Audits per the 2009 schedule including additional audits required by 
joint registrations.  

2. Conduct required Compliance Violation Investigations (budgeted for 1). 
3. Conduct compliance analysis of all significant events and other system disturbances. 
4. Analyze and investigate all Complaints. 
5. Complete Self-Certifications for all registered entities. 
6. Perform Spot Checks. 
7. Continue to work with other regional entities to improve auditing consistency and reduce the 

cost of audits for Registered Entities with operations in multiple regions. 
8. Complete a review of policies and procedures with the goal of improving the clarity of 

communications with Register Entities, to determine how to mitigate the cost of compliance 
without impacting reliability, and meeting compliance with NERC ROP modifications and 
NERC guidance. 

9. Implement recommendations from the upcoming NERC audit of Texas RE. 

Staffing Needs 

Hiring Plans 
Based on the existing and proposed work as outlined in this business plan Texas RE will need to 
increase staffing for the compliance enforcement and organization registration and certification 
program area to a total of 14.15 FTEs for 2009. 

 Shared Employees 
Not applicable 

Contractors
Not applicable 
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Compliance Enforcement and Organization Registration and Certification Program 
Funding sources and related expenses for the compliance enforcement and organization registration and 
certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 892,898$       892,898$       -$                    1,628,935$ 736,037$               
Membership Dues -                -                      -                         
Testing Fees -                -                      -                         
Services & Software -                -                      -                         
Workshops -                -                      -                         
Interest -                -                      -                         
Miscellaneous -                -                      -                         

Total Funding 892,898$      892,898$      -$                   1,628,935$ 736,037$              

Expenses
Personnel Expenses

Salaries 584,760$       838,426$       253,666$            1,164,106$ 325,680$               
Payroll Taxes 48,535           74,651           26,116                93,128           18,477                   
Benefits 70,171           107,828         37,657                134,510         26,682                   
Retirement Costs 68,417           104,736         36,319                163,258         58,522                   

Total Personnel Expenses 771,883$      1,125,641$ 353,758$           1,555,003$ 429,362$              

Meeting Expenses
Meetings 810$              810$              -$                    -$              (810)$                     
Travel 46,205           60,000           13,795                73,199           13,199                   
Conference Calls -                -                      -                -                         

Total Meeting Expenses 47,015$        60,810$        13,795$             73,199$         12,389$                

Operating Expenses
Consultants -$              -$                    -$              -$                       
Contracts -                -                      -                -                         
Office Rent -                -                      -                -                         
Office Costs -                -                      600                600                        
Professional Services -                -                      -                -                         
Computer Purchase & Maintenance -                -                      132                132                        
Furniture & Equipment -                -                      -                -                         
Miscellaneous -                -                      -                -                         
Contingency 74,000           (74,000)               -                -                         

Total Operating Expenses 74,000$        -$             (74,000)$            732$              732$                     

Other Non-Operating Expenses -$             -$                   -$              -$                      

Total Expenses 892,898$      1,186,451$ 293,553$           1,628,935$ 442,484$              

Change in Assets -$             (293,553)$    (293,553)$          -$              293,553$              

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification
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Summary of 2008 projection and 2009 budgeted funding and expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan. 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Expenses are higher related to maintaining the 2008 budgeted personnel and due to adding an 

additional 1.8 FTEs in 2009.  This represents approximately $165K in annual expenses. 
 In 2008, there were several vacancies throughout the operating year that are expected to be filled 

before the 2009 operating year, thus increasing total personnel expenses. This represents 
approximately $130K in annual expenses. 

 Finally, due to more time being spent on statutory activities, there was a shift in expenses from 
non-statutory to statutory personnel expenses.  This represents approximately $30K in annual 
expenses.

Meeting Expenses 
 Travel expenses are approximately 22% higher in 2009 due to travel rate increases and 

additional audits scheduled for 2009. 

Operating Expenses 
 Operating expenses include fees related to dues and professional fees.  This expense category is 

negligible.
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Reliability Readiness Evaluation and Improvement Program 

Reliability Readiness Evaluation and Improvement Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs              0.40               0.30               0.00  
Total Direct 
Expenses  $     58,345   $     43,225   $             0  
Total Indirect 
Expenses 1  $     34,696   $     39,049   $             0  
Total Expenses  $     93,041   $     82,274   $             0  

Background 
Reliability Readiness Evaluation is being eliminated in 2009, based on a restructuring plan proposal 
made by NERC.  The function continues to exist, however is located within the Compliance, Registration 
and Certification function and will serve to ensure that Texas RE will be able to conduct certification 
audits.
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Reliability Readiness Evaluation and Improvement Program 
Funding sources and related expenses for the compliance enforcement and organization registration and 
certification section of the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 58,345$         58,345$         -$                    -$              (58,345)$                
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 58,345$        58,345$        -$                   -$              (58,345)$               

Expenses
Personnel Expenses

Salaries 32,368$         32,368$         -$                    -$              (32,368)$                
Payroll Taxes 2,686             2,686             -                      -                (2,686)                    
Benefits 3,884             3,884             -                      -                (3,884)                    
Retirement Costs 3,787             3,787             -                      -                (3,787)                    

Total Personnel Expenses 42,725$        42,725$        -$                   -$              (42,725)$               

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 10,620           500                (10,120)               -                (500)                       
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 10,620$        500$             (10,120)$            -$              (500)$                    

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency 5,000             -                (5,000)                 -                -                         

Total Operating Expenses 5,000$          -$             (5,000)$              -$              -$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 58,345$        43,225$        (15,120)$            -$              (43,225)$               

Change in Assets -$             15,120$        15,120$             -$              (15,120)$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Readiness Evaluation and Improvement
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Training, Education, and Operator Certification Program 

Training, Education, and Operator Certification Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs              0.38               0.40               0.60  
Total Direct 
Expenses  $   143,503  $     51,763   $   176,415
Total Indirect 
Expenses 1  $     34,696   $     52,065   $   106,397
Total Expenses  $   178,199  $   103,828  $   282,812

Background 
The Training, Education and Operator Certification Program is being expanded to include 3 major 
functions: Operator Training and Certification, Compliance Awareness, and Auditor Training.   

Texas RE Staff chairs and actively participates on the Operations Training Seminar Oversight Working 
Group which is responsible for developing, planning, arranging, and monitoring the annual ERCOT ISO 
Operations Training Seminar.  The working group is responsible for measuring how the Seminar is 
meeting objectives which provide training on power system fundamentals, current events, and other 
timely issues determined by the working group. Emphasis is placed on topics that focus on enhancing 
the performance of bulk power system operating personnel.  The target audience for the seminar is 
ERCOT ISO System Operators, Qualified Scheduling Entity (QSE) Operators, and 
Transmission/Distribution System Provider (TDSP) Operators and those who provide management, 
supervision, and support for the operators.  The seminar is also open to Power Generation Company 
(PGC) Operators, Wholesale Power Marketers, Retail Electric Providers, and others associated with the 
bulk power system.   

Texas RE held two Compliance Workshops in 2008.  These workshops focused on helping registered 
entities to better understand the Reliability Compliance Process and to communicate changes in 
requirements and the processes. This forum is focused on communications and is training in the 
traditional sense. 

Auditor training has relied on NERC sources historically.  

Program Description and Functions Performed 
Operator Training & Certification
Developing training and education programs for bulk power system operating personnel and other 
targeted audiences is an important component of the Texas RE.  Providing a training and education 
program for the operating personnel of owners, operators, and users of the bulk power system relating to 
their compliance with Regional Standards and other reliability-related job functions helps to achieve a 
higher level of knowledge and competence.  It also helps to promote a culture of compliance within the 
industry, and thereby helps to further ensure the reliable operation of the ERCOT Region Bulk Power 
System.  Beginning in 2007, NERC’s Continuing Education Hours (CEH) programs have been offered for 
attending the ERCOT Training Seminar.  System Operators attending the seminar received up to 19 
CEHs.  Many of these hours can also be used to satisfy NERC and ERCOT ISO requirements for system 
emergency training. 

The Twenty-Fifth Annual ERCOT ISO Operations Training Seminar, was held in March and April of 2008, 
and offered up to 27 CEHs and up to 25.5 Emergency Operation (EOP) training hours.   A similar 
program is planned for 2009.       



Section A — 2009 Business Plan 

2009 Texas Regional Entity Business Plan and Budget         22 
Approved by Board of Directors: June 17, 2008 

Texas RE Staff will also continue to coordinate and facilitate the ERCOT ISO Operator Certification Test 
given to System Operators and operations support personnel.  Texas RE Staff will continue to maintain 
and update the ERCOT ISO Fundamentals Training Manual which was designed and written to serve as 
a study tool for System Operator Certification Tests and to serve as a readily available reference 
document.  The Manual contains descriptions of fundamental topics in electrical power and ERCOT ISO 
power system operations.

Compliance Workshops
Texas RE will schedule two Compliance workshops in 2009.  The workshops will be designed to address 
the highest priority issues at the time for the Registered Entities. 

Auditor Training
Texas RE will develop a new training program that will expand the goal of improving auditing skills to 
include methods to improve consistency between audit teams within Texas RE and also between Texas 
RE and other regions.

2009 Goals and Objectives
1. Coordinate and facilitate the annual Operator Training Seminar in 2009. 
2. Create internal training programs for Texas RE staff. 
3. Coordinate and facilitate 2 compliance workshops to be attended by registered entities and 

other stakeholders. 
4. Assist with developing and providing training to registered entities as needed (i.e. cyber-

security). 

Staffing Needs 

Hiring Plans 
Based on the existing and proposed work as outlined in this business plan, Texas RE will require 
an additional .2 FTEs of staff for 2009. 

 Shared Employees 
Not applicable 

Contractors
Not applicable 
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Training, Education, and Operator Certification Program 
Funding sources and related expenses for the training, education, and operator certification section of 
the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 73,503$         73,503$         -$                    106,415$       32,912$                 
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops 70,000           -                (70,000)               70,000           70,000                   
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 143,503$      73,503$        (70,000)$            176,415$       102,912$              

Expenses
Personnel Expenses

Salaries 38,154$         38,154$         -$                    52,608$         14,454$                 
Payroll Taxes 3,167             3,167             -                      4,209             1,042                     
Benefits 4,578             4,578             -                      5,524             946                        
Retirement Costs 4,464             4,464             -                      7,628             3,164                     

Total Personnel Expenses 50,363$        50,363$        -$                   69,969$         19,606$                

Meeting Expenses
Meetings 70,000$         -$              (70,000)$             105,000$       105,000$               
Travel 10,140           1,400             (8,740)                 1,446             46                          
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 80,140$        1,400$          (78,740)$            106,446$       105,046$              

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency 13,000           -                (13,000)               -                -                         

Total Operating Expenses 13,000$        -$             (13,000)$            -$              -$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 143,503$      51,763$        (91,740)$            176,415$       124,652$              

Change in Assets -$             21,740$        21,740$             -$              (21,740)$               

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training and Education
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan section of this document: 

Funding Sources 
 Funding is received through assessment income and training reimbursements.  The program 

funding streams are designed to fully fund total expenses. 
 Expect to receive $70K in training reimbursement fees to offset the cost of the operator training 

seminar.

Personnel Expenses 
 Expenses are higher related to the addition of .20 FTEs for 2009, which is higher than the 2008 

forecast of personnel for the full year. 

Meeting Expenses 
 Travel expenses are virtually unchanged. 
 Meeting expenses are expected to be $105K.  $70K related to the operator training seminar and 

$35K for 2 other workshops to be held throughout the year to facilitate expanded training. 

Operating Expenses 
 None expected. 
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Reliability Assessment and Performance Analysis Program 

Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs              5.25               1.35              2.20  
Total Direct 
Expenses  $   574,242  $   221,020  $   365,180
Total Indirect 
Expenses 1  $   485,740  $   182,228  $   399,266
Total Expenses  $1,059,982   $   403,248  $   764,446

Background 
The Reliability Assessment and Performance Analysis Program has two major functions.  The first is to 
conduct compliance analyses of systems events to determine whether any non-compliance with the 
standards are the root cause of the event and how these events relate to the reliability of the Bulk Power 
System.  The second is to create regular reports that are required by NERC, Texas RE’s Board and the 
Public Utility Commission of Texas (PUCT) that provide insight into how the Bulk Power System is 
performing.  In addition to the regular reports, this program also supports special reports and data 
requests.

Program Description and Functions Performed 

Event Analysis
Texas RE directly monitors data from the ERCOT ISO IT systems to determine if Bulk Power System 
events occurred having potential reliability issues.  In addition, the ERCOT ISO, through a working 
agreement with Texas RE, reports any incidents that they believe impact system reliability issues or that 
are potential reliability standards or Protocol violations. Texas RE reviews events from both of these 
sources to determine the root cause of the event and determine whether additional review is needed to 
address either reliability concerns or possible violations.  This analysis is needed to determine if the 
system(s) and equipment involved are operating correctly and are being properly applied, maintained, 
and/or tested.  During its analysis process, Texas RE makes a number of requests for data and 
documentation from registered entities and may need to have on-site visits with the registered entities.   

Currently, Texas RE has 1.4 dedicated staff for the reliability assessment function.  To enable us to 
improve our ability to respond more quickly to events we are increasing staff to 2.2 FTEs. 

Reporting
ERCOT ISO prepares three reliability assessments each year for the region: a long-term reliability 
assessment report; a summer assessment report; and a winter assessment report.  These reports 
analyze electricity demand and the adequacy of supply in the ERCOT Region as well as examine the 
adequacy of the transmission system.  Texas RE reviews these assessments to understand any 
changes in the reliability of the transmission system and if any new threats to reliability are uncovered.  
Reliability assessment reports will also be prepared in response to unusual events or to support requests 
from NERC, FERC or the PUCT. Results of independent assessments of the overall reliability and 
adequacy of the ERCOT Bulk Power System will be reviewed and reported for 2009 summer, 2009/2010 
winter, and 2009-2018. 

This group also supports the preparation of reports for the Texas RE Board and the PUCT. 
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2009 Goals and Objectives
1. Selectively monitor system operations and extract data at various intervals to meet reporting 

requirements and assess performance and compliance with NERC and Regional Standards. 
2. Periodic data submittal review and analysis. 
3. Ensure that there is sufficient resources to conduct event analyses and provide analytical 

reports related to reliability.   

Staffing Needs 

Hiring Plans 
Based on the existing and proposed work as outlined in this business plan, Texas RE will require 
an additional .8 FTEs for 2009. 

 Shared Employees 
Not applicable 

Contractors
Not applicable 
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Reliability Assessment and Performance Analysis Program 
Funding sources and related expenses for the reliability assessment and performance analysis section of 
the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 574,242$       574,242$       -$                    365,180$       (209,062)$              
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 574,242$      574,242$      -$                    365,180$       (209,062)$             

Expenses
Personnel Expenses

Salaries 385,676$       180,090$       (205,586)$           270,100$       90,010$                 
Payroll Taxes 32,011           10,857           (21,154)               21,608           10,751                   
Benefits 46,281           12,887           (33,394)               31,191           18,304                   
Retirement Costs 45,124           14,576           (30,548)               39,165           24,589                   

Total Personnel Expenses 509,092$      218,410$      (290,682)$          362,063$       143,653$              

Meeting Expenses
Meetings 810$              810$              -$                    -$              (810)$                     
Travel 4,340             1,800             (2,540)                 3,117             1,317                     
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 5,150$          2,610$          (2,540)$              3,117$           507$                     

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency 60,000           -                (60,000)               -                -                         

Total Operating Expenses 60,000$        -$             (60,000)$            -$              -$                      

Other Non-Operating Expenses -$             -$             -$                    -$              -$                      

Total Expenses 574,242$      221,020$      (353,222)$          365,180$       144,160$              

Change in Assets -$             353,222$      353,222$           -$              (353,222)$             

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan. 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Expenses are expected to be lower and reflect the expected labor required in 2009 based on an 

assessment of time tracking.  For 2008, it was assumed that there would be substantially more 
hours required to complete the requisite work-load.  The difference in FTEs forecast for 2008 
from the 2008 budget were reallocated to primarily the Compliance, Registration and Certification 
program areas as necessary. 

Meeting Expenses 
 Travel expenses are expected to be $3K to facilitate the travel needs of this function as it relates 

to NERC meetings and travel associated with this function. 

Operating Expenses 
 None expected. 
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Situation Awareness and Infrastructure Security Program 

Situational Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs              0.40               0.60               1.50  
Total Direct 
Expenses  $     46,925   $     43,325   $   159,129
Total Indirect 
Expenses 1  $     34,696   $     78,098   $   268,443
Total Expenses  $     81,621   $   121,423  $   427,572

Background 
This program supports two distinct functions. Situational Analysis is focused on near real-time analysis of 
the Bulk Power System for ERCOT ISO.  Infrastructure Security focuses on protecting tangible assets 
from a variety of threats.  The majority of activity for this program in 2009 relates to Infrastructure 
Security, however, some resources are also planned for Situational Analysis. 

Infrastructure Security Program
Responsible Entities must become compliant with Critical Infrastructure Protection (CIP) Standards 
based on the NERC implementation schedules.  ERCOT ISO is the only designated Balancing Authority 
(BA), Transmission Operator (TOP), and Reliability Coordinator (RC) in the ERCOT Region and was 
required to self-certify compliance to NERC’s Urgent Action Cyber Security Standard 1200.  As such, 
ERCOT ISO must be either compliant or substantially compliant with all CIP Standards requirements by 
the end of the second quarter 2008; either auditably compliant or compliant with all of the CIP Standards 
requirements by the end of the second quarter 2009; and auditably compliant with all CIP Standards 
requirements by the end of the second quarter 2010.   

Entities registered in the ERCOT Region as Transmission Owners, Generator Owners, Generator 
Operators, or Load-Serving Entities have begun work on being compliant with all CIP Standards 
requirements during the second quarter 2007.  These registered entities must also be substantially 
compliant or compliant with all CIP Standards requirements within twelve months after registration is 
completed; compliant or auditably compliant with all CIP Standards Requirements within twenty-four 
months after registration is completed; and auditably compliant with all CIP Standards Requirements 
within thirty-six months after registration is completed.  All new registered entities must also become 
compliant with all CIP Standards requirements in accordance with the compliance schedule. 

The Texas RE will continue to play an active role during the implementation of the CIP Standards 
requirements.  To provide time for Responsible Entities to examine their policies and procedures, to 
assemble the necessary documentation, and to meet the requirements of the CIP Standards, compliance 
assessment began in 2007.  Status reports are also being requested from Responsible Entities to verify 
that entities are on schedule and meeting the implementation plan.   NERC expects its regional entities 
to provide assistance and education on the CIP Standards to ease the transition.  Texas RE is budgeting 
to provide training to registered entities and other stakeholders under the training function budget.  Some 
of the content in this training will be related to cyber-security and will be internally developed.  

Program Description and Functions Performed 
This program will support activities associated with cyber security, including monitoring and enforcement 
of compliance with the CIP (CIP-001 thru 009) Standards.  The intent of the NERC CIP Standards is to 
ensure that all entities responsible for the reliability of the Bulk Power System identify and protect critical 
cyber assets that control or could impact the reliability of the Bulk Power System.  The CIP Standards 
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requirements are being communicated to all responsible entities to ensure compliance in accordance 
with the Cyber Security Standards Implementation Plan.  This requires a significant amount of 
communication with the ERCOT ISO Security Department and entities responsible for complying with the 
CIP Standards.  Compliance Audits, self-certifications, and spot checks will be required to verify 
compliance.   

Situational Awareness
Currently, Texas RE relies significantly on the ERCOT ISO to provide details on situational issues.  
Texas RE Staff have direct access to historical data via the data warehouse.  Starting in mid 2008 Texas 
RE will work with the ERCOT ISO to install a real-time monitoring workstation and any needed training to 
allow Texas RE to monitor the real-time events on the system. 

2009 Goals and Objectives
1. Implement first CIP audit with ERCOT ISO 
2. Maintain a real-time link to the ERCOT ISO system including a Situational Awareness 

workstation. 
3. Ensure system information is communicated to NERC and FERC in a timely manner. 
4. Develop and deliver CIP education plan and workshop for registered entities. 
5. Enhance Texas RE website with CIP information and links 

Staffing Needs 

Hiring Plans 
Based on the existing and proposed work as outlined in this business plan, Texas RE will require 
an additional .9 FTEs of staff for 2009.  However, this position will already have been added in 
2008, but will be added mid-year. 

 Shared Employees 
Not applicable 

Contractors
Not applicable 
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Situation Awareness and Infrastructure Security Program 
Funding sources and related expenses for the situation awareness and infrastructure security section of 
the 2009 business plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 46,925$         46,925$         -$                    159,129$       112,204$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 46,925$        46,925$        -$                   159,129$       112,204$              

Expenses
Personnel Expenses

Salaries 32,368$         32,368$         -$                    118,842$       86,474$                 
Payroll Taxes 2,687             2,687             -                      9,507             6,820                     
Benefits 3,883             3,883             -                      12,479           8,596                     
Retirement Costs 3,787             3,787             -                      17,232           13,445                   

Total Personnel Expenses 42,725$        42,725$        -$                   158,060$       115,335$              

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 200                600                400                     1,069             469                        
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 200$             600$             400$                  1,069$           469$                     

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services -                -                -                      -                -                         
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency 4,000             -                (4,000)                 -                -                         

Total Operating Expenses 4,000$          -$             (4,000)$              -$              -$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 46,925$        43,325$        (3,600)$              159,129$       115,804$              

Change in Assets -$             3,600$          3,600$               -$              (3,600)$                 

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situational Awareness and Infrastructure Security
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan. 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Expenses are expected to be higher due to the need to dedicate a full-time Staff position to the 

CIP function as well as have additional fractional labor support from other areas to collaborate on 
CIP related standards and projects and situational awareness. 

Meeting Expenses 
 Travel expenses are expected to be $1K to facilitate the travel needs of this function as it relates 

to NERC meetings. 

Operating Expenses 
 None expected. 
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Administrative Services 

Administrative Services 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs 4.5 4.0 6.8
Total Indirect 
Expenses   $1,364,699   $2,186,741   $3,660,875  

General and Administrative 

Functional Description 
The CEO & CCO carries on the general affairs of the Texas RE.  The CEO & CCO is 
independent of any registered entity and reports exclusively to the Texas RE Board of Directors.
The CEO & CCO is responsible for:

 Overseeing and managing the activities of Texas RE. 
 Making final decisions with respect to enforcement related to compliance actions for violations of 

reliability standards. 
 Making employment-related decisions for all employees of Texas RE. 
 Making an annual report and periodic reports to Texas RE’s Board concerning the activities and 

expenditures of Texas RE. 
 Ensuring that Texas RE files all required reports with NERC.       
 Monitoring the expenditures of the monies received by Texas RE to ensure that such are 

deployed in accordance with the approved Texas RE Budget (in cooperation with the Finance 
Staff).

 Retaining or terminating outside counsel or other advisors as deemed appropriate. 
 Performing such other duties as may be determined from time to time by Texas RE’s Board, for 

the benefit of the Texas RE. 

An Executive Assistant will be responsible for providing executive-level administrative support to the 
Texas RE CEO & CCO.  The Executive Assistant will also perform general office manager activities and 
provide support to other Texas RE Staff as needed. 

2009 Goals and Objectives 
1. Communicate and maintain effective relationships with the industry, regulators, and other 

stakeholders. 
2. Conduct base operations with the approved budget. 
3. Effectively manage the NERC Compliance Monitoring and Enforcement Program. 
4. Monitor and investigate Non-Compliance with ERCOT Region Protocols and Operating 

Guides.
5. Manage Texas RE’s Standards development process. 
6. Establish Key Performance Indicators and Benchmarks for Texas RE operation. 

Staffing Needs 

Hiring Plans 
Based on the existing and proposed work as outlined in this business plan, Texas RE will require 
an additional 2.0 FTEs of staff for 2009.  These positions are in support of the IT and Legal 
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functions.  However, these positions have been budgeted within the G&A function budget to 
maintain confidentiality. 

 Shared Employees 
Texas RE does receive Facilities, Treasury, Finance, Human Resources, Legal, and Information 
Technology support from ERCOT ISO.  There is a Memorandum of Understanding outlining the 
details of the services and the associated expenses, a summary of which is attached. 

Contractors
Not applicable 
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General and Administrative 
Funding sources and related expenses for the general and administrative section of the 2009 business 
plan are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 1,206,639$    1,206,639$    -$                    257,531$       (949,108)$              
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                92,500           92,500                -                (92,500)                  
Miscellaneous -                -                -                      -                -                         

Total Funding 1,206,639$   1,299,139$   92,500$             257,531$       (1,041,608)$          

Expenses
Personnel Expenses

Salaries 500,157$       500,157$       -$                    764,074$       263,917$               
Payroll Taxes 41,513           41,513           -                      61,126           19,613                   
Benefits 60,021           60,021           -                      61,605           1,584                     
Retirement Costs 58,518           58,518           -                      110,791         52,273                   

Total Personnel Expenses 660,209$      660,209$      -$                   997,596$       337,387$              

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 6,480             12,120           5,640                  12,820           700                        
Conference Calls 1,000             -                (1,000)                 -                -                         

Total Meeting Expenses 7,480$          12,120$        4,640$               12,820$         700$                     

Operating Expenses
Consultants -$              -$              -$                    6,000$           6,000$                   
Contracts 89,000           203,585         114,585              280,654         77,069                   
Office Rent 80,000           165,000         85,000                517,550         352,550                 
Office Costs 15,950           10,788           (5,162)                 13,320           2,532                     
Professional Services 160,000         311,700         151,700              30,000           (281,700)                
Computer Purchase & Maintenance 123,000         149,500         26,500                200,400         50,900                   
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      10,515           10,515                   
Contingency 71,000           -                (71,000)               -                -                         

Total Operating Expenses 538,950$      840,573$      301,623$           1,058,439$    217,866$              

Other Non-Operating Expenses -$             -$             -$                   855,000$       855,000$              

Total Expenses 1,206,639$   1,512,902$   306,263$           2,923,855$    1,410,953$           

Change in Assets -$             (213,763)$    (213,763)$          (2,666,324)$ (2,452,561)$          

Salaries for all Administrative Functions have been consolidated under the G&A function to ensure personnel confidentiality.

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan. 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Salaries and benefits for all of the support departments are budgeted within the G&A department 

to ensure personnel confidentiality. 
 There are some headcount additions within the Legal and IT department for 2009 which are 

reflected in the G&A department.  Personnel expenses are expected to be higher due to the need 
to add 1 content coordinator position for IT and 1 legal counsel position for Legal & Regulatory 
affairs.

 Finally, the 2009 budget assumes full staff for the full year. 

Meeting Expenses 
 Travel expenses are virtually unchanged from 2008’s forecast to the 2009 budget. 

Operating Expenses 
 Operating expenses are increasing by more than $217K.  This increase is primarily attributed to 

the increase in service costs for support services and Texas RE’s anticipated rent increase, offset 
by reductions in expected legal expenses incurred under the G&A department. 
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Legal and Regulatory 

Functional Description 
Texas RE Legal and Regulatory provides legal advice and counsel to Texas RE management, board, 
and staff on all legal and regulatory matters affecting Texas RE, including corporate governance, 
transactions, personnel, governmental relations, communications, and regulatory matters. Legal staff 
also retains and oversees the work of outside counsel as needed.  Legal and regulatory staff anticipates 
that the primary regulatory emphasis during 2009 will include NERC registration appeals, investigation 
oversight, settlement coordination, and enforcement proceedings under the CMEP, but staff will continue 
to review and provide feedback to NERC regarding new and modified standards, procedures, and 
templates used in the CMEP process. Texas RE attorneys, or outside counsel overseen by Texas RE 
attorneys, will represent the Texas RE in its quasi-prosecutorial role in CMEP enforcement hearings, and 
in NERC, FERC, and PUCT rulemakings and other proceedings.  Specific objectives include: 

2009 Goals and Objectives 
1. Coordinate Texas RE board information, meetings, and materials and maintain corporate 

bylaws and board procedures as required by the Delegation Agreement, NERC Rules, and 
FERC Orders. 

2. Represent Texas RE in all NERC, FERC, regulatory matters, and legal proceedings.  
3. Oversee prosecution of CMEP hearings of contested enforcement matters. 
4. Oversee investigations to ensure accurate and complete documentation is maintained and 

appropriate and consistent procedures are followed. 
5. Communicate and maintain effective relationships with NERC, FERC, the PUCT, and other 

governmental authorities. 
6. Manage and oversee all Texas RE registration and enforcement action appeals. 
7. Review Texas RE enforcement actions, penalties, and sanctions for consistency. 
8. Participate in settlement processes and review all settlements for consistent application of the 

CMEP. 
9. Review and provide input to NERC regarding new and modified standards, procedures, 

forms, and templates. 
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Legal and Regulatory 
Funding sources and related expenses for the legal & regulatory section of the 2009 business plan are 
shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 92,050$ 92,050$ -$ 314,394$ 222,344$
Membership Dues - -                - -                -
Testing Fees - -                - -                -
Services & Software - -                - -                -
Workshops - -                - -                -
Interest - -                - -                -
Miscellaneous - -                - -                -

Total Funding 92,050$ 92,050$ -$ 314,394$ 222,344$

Expenses
Personnel Expenses

Salaries -$ -$              -$ -$ -$
Payroll Taxes - -                - -                -
Benefits - -                - -                -
Retirement Costs - -                - -                -

Total Personnel Expenses -$ -$             -$ -$ -$

Meeting Expenses
Meetings 810$ 810$ -$ -$ (810)$
Travel 2,740 4,300 1,560 8,994 4,694
Conference Calls - -                - -                -

Total Meeting Expenses 3,550$ 5,110$ 1,560$ 8,994$ 3,884$

Operating Expenses
Consultants -$ -$              -$ -$ -$
Contracts - -                - -                -
Office Rent - -                - -                -
Office Costs 500 - (500) 2,400 2,400
Professional Services 60,000 300,000 240,000 300,000 -
Computer Purchase & Maintenance - -                - 3,000 3,000
Furniture & Equipment - -                - -                -
Miscellaneous - -                - -                -
Contingency 28,000 - (28,000) -                -

Total Operating Expenses 88,500$ 300,000$ 211,500$ 305,400$ 5,400$

Other Non-Operating Expenses -$ -$             -$ -$ -$

Total Expenses 92,050$ 305,110$ 213,060$ 314,394$ 9,284$

Change in Assets -$ (213,060)$ (213,060)$ -$ 213,060$

Salaries for all Administrative Functions have been consolidated under the G&A function to ensure personnel confidentiality.

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Legal and Regulatory
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan. 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Salaries and benefits for Legal and Regulatory are budget within the G&A Department to ensure 

personnel confidentiality. 

Meeting Expenses 
 Travel expenses are expected to approximately double in legal due to the addition of a legal 

counsel for 2009. 

Operating Expenses 
 Legal expenses were budgeted in 2008 under both the G&A department and the legal 

department.  The forecast for 2008 is higher related to legal based on increased outside legal 
counsel expenses as well as an increase in activity related to Compliance, Registration and 
Certification.  The 2009 budget is approximately $5K higher due to additional legal bar related 
expenses, fees and dues expenses. 
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Information Technology 

Functional Description 

IT Staff will provide a broad range of information technology support to Texas RE. 

IT Staff will work with Texas RE management to develop a technological strategy to reach Texas RE’s 
long-term goals and meet immediate system and hardware needs.  IT Staff will perform a variety of 
technical and administrative tasks in the planning, development, deployment, support, and security of 
enterprise systems and computer applications and systems, including providing training and technical 
support to the users and assisting with compliance to Critical Infrastructure Protection Standards. 

To ensure that tools provided to Texas RE by ERCOT ISO and vendors are well maintained, service 
levels remain high, and costs are controlled, IT Staff will provide vendor management and coordinate 
with ERCOT ISO IT Staff on day-to-day support, administration, and future requirements. 

IT Staff also has the general responsibility to keep Texas RE systems up-to-date with evolving industry 
standards.  IT Staff will work with partners, regional entities, and NERC to that end. 

IT Staff will manage the design, implementation, support, and maintenance of the tools and delivery 
mechanisms to support the communication of information to the market, specifically the Texas RE Web 
site, Texas RE e-mail boxes and lists, e-newsletters, and Web-based training.   

IT Staff will also manage the design, implementation, support, and maintenance of Texas RE data and 
records management tools to support the ability of Texas RE Staff and registered entities to comply with 
NERC standards and implement ERCOT Regional Standards; specifically, such tools include the 
compliance data portal and tracking tool, the Reliability Standards tracking tool, and the electronic 
document management system. IT Staff will also assist with the transition of Texas RE Staff’s ability to 
receive or view necessary data in ERCOT ISO nodal systems. IT Staff will also participate in the design 
and development of database models, Web-enabled applications, data extraction and delivery methods, 
and data presentation.  

2009 Goals and Objectives 

IT objectives for 2009 include the following:  

1. Determine long-term system needs and develop strategy. 
2. Assist in determining and meeting immediate system and hardware needs. 
3. Manage vendors to ensure quality of services and applications, responsiveness to Texas RE 

needs, and cost controls. 
4. Liaise with ERCOT ISO IT Staff regarding IT systems and tools. 
5. Work effectively with technological partners, other regional entities, and NERC to ensure that 

Texas RE is in keeping with industry standards. 
6. Assist in ensuring all information systems are functional and secure, and that all applications 

running on those systems meet business requirements for performance, availability, and security. 
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Information Technology 
Funding sources and related expenses for the information technology section of the 2009 business plan 
are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 11,650$ 11,650$ -$                    383,500$ 371,850$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 11,650$ 11,650$ -$                   383,500$ 371,850$              

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 150                -                (150)                    -                -                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 150$             -$ (150)$                 -$              -$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs 500                -                (500)                    -                -                         
Professional Services -                40,000 40,000                60,000 20,000                   
Computer Purchase & Maintenance -                289,501 289,501              323,500 33,999                   
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency 11,000 -                (11,000)               -                -                         

Total Operating Expenses 11,500$ 329,501$ 318,001$           383,500$ 53,999$                

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 11,650$ 329,501$ 317,851$           383,500$ 53,999$                

Change in Assets -$             (317,851)$ (317,851)$          -$              317,851$              

Salaries for all Administrative Functions have been consolidated under the G&A function to ensure personnel confidentiality.

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Information Technology
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan. 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Salaries and benefits for Legal and Regulatory are budget within the G&A Department to ensure 

personnel confidentiality. 

Meeting Expenses 
 None expected. 

Operating Expenses 
 Approximately $54K higher due to the full year hosting and maintenance of the Texas RE web 

site.
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Human Resources 

Functional Description 
The Human Resources function is captured in the General & Administrative expenses and is included as 
a component of the expenses charged to Texas RE by ERCOT ISO for support services outlined in the 
Memorandum of Understanding. 
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Finance and Accounting 

Functional Description 
The Finance Staff will provide a broad range of support to Texas RE personnel and department 
managers.  Finance Staff is required to formulate and monitor the Texas RE budget for controlling funds 
to implement the Texas RE’s objectives and will also review and evaluate the performance of key 
processes for maintaining tight financial controls in a cost-effective and efficient manner.  Finance Staff 
will guide the annual budget process for the Texas RE and measure performance of all key aspects of 
the Texas RE to ensure performance matches or exceeds expectations, including the analysis of trends 
affecting budget needs and developing periodic financial reports.  Finance Staff will liaise with ERCOT 
Finance Staff to ensure all finance and budget-related requirements are communicated, met, and 
adhered to. 

Texas RE’s monthly general ledger close activities will be managed by Texas RE financial personnel.  
Finance Staff are required to ensure Texas RE appropriately accounts for all Statutory and Non-Statutory 
expenses and revenue appropriately.  This will involve generating monthly financial reports that will be 
communicated to the CEO and CCO, the budget managers and the Board of Directors.   

Finance Staff are required to generate quarterly and annual financial reports to be filed with NERC as 
well as other ad hoc reporting that may be required. 

2009 Goals and Objectives 
1. Ensure that the accounting and finance functions are appropriately managed at Texas RE. 
2. Keep the Chief Executive Officer/Chief Compliance Officer informed of budget, expenditure 

and total operational financial performance. 
3. Ensure that Texas RE receives an unqualified opinion on the audit of the financial statements. 
4. Continue to support NERC finance staff in coordination of quarterly and annual reporting 

requirements.
5. Review workflow and adjust as required to better enable Texas RE staff operational success. 
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Finance and Accounting 
Funding sources and related expenses for the accounting and finance section of the 2009 business plan 
are shown in the table below. 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
Assessments 54,360$         54,360$         -$                    39,126$ (15,234)$
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 54,360$        54,360$        -$                   39,126$ (15,234)$

Expenses
Personnel Expenses

Salaries -$              -$              -$                    -$              -$                       
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   -$              -$                      

Meeting Expenses
Meetings -$              -$              -$                    -$              -$                       
Travel 3,860             2,500             (1,360)                 2,481 (19)                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses 3,860$          2,500$          (1,360)$              2,481$ (19)$                      

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs 500                -                (500)                    -                -                         
Professional Services 36,000           36,728           728                     36,000 (728)                       
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      645 645                        
Contingency 14,000           -                (14,000)               -                -                         

Total Operating Expenses 50,500$        36,728$        (13,772)$            36,645$ (83)$                      

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 54,360$        39,228$        (15,132)$            39,126$ (102)$                    

Change in Assets -$             15,132$        15,132$             -$ (15,132)$

Salaries for all Administrative Functions have been consolidated under the G&A function to ensure personnel confidentiality.

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Finance and Accounting
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as defined in 
the business plan. 

Funding Sources 
 Funding is received only through assessment income and is designated to fully fund total 

expenses.

Personnel Expenses 
 Salaries and benefits for Legal and Regulatory are budget within the G&A Department to ensure 

personnel confidentiality. 

Meeting Expenses 
 Travel is the only expense category and is virtually unchanged from the 2008 forecast to the 2009 

budget.

Operating Expenses 
 Expenses are virtually unchanged between the 2008 forecast and the 2009 budget. 
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Section B — 2009 Budget 

2008 Budget and Projection and 2009 Budget Comparisons 

Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RS Assessments 3,226,066$    3,226,066$     -$                    3,430,700$     204,634$            
RS Workshops 70,000           -                 (70,000)               70,000            70,000                
RS Interest -                92,500            92,500                -                 (92,500)               

Miscellaneous -                -                 -                      -                 -                      
Total Funding 3,296,066$   3,318,566$    22,500$             3,500,700$     182,134$           

Expenses
Personnel Expenses

RS Salaries 1,718,289$    1,747,254$     28,965$              2,496,968$     749,714$            
RS Payroll Taxes 142,617         146,388          3,771                  192,152          45,763                
RS Benefits 206,195         207,011          816                     268,261          61,250                
RS Retirement Costs 201,040         206,849          5,809                  355,497          148,648              

Total Personnel Expenses 2,268,141$   2,307,502$    39,361$             3,312,877$     1,005,375$        

Meeting Expenses
RS Meetings 73,240$         3,240$            (70,000)$             105,000$        101,760$            
RS Travel 93,235           86,720            (6,515)                 107,470          20,750                
RS Conference Calls 1,000             -                 (1,000)                 -                 -                      

Total Meeting Expenses 167,475$      89,960$         (77,515)$            212,470$        122,510$           

Operating Expenses
RS Consultants -$              -$               -$                    6,000$            6,000$                
RS Contracts 89,000           203,585          114,585              280,654          77,069                
RS Office Rent 80,000           165,000          85,000                517,550          352,550              
RS Office Costs 17,450           10,788            (6,662)                 18,280            7,492                  
RS Professional Services 256,000         688,428          432,428              426,000          (262,428)             
RS Computer Purchase & Maint. 123,000         439,001          316,001              527,032          88,031                
RS Furniture & Equipment -                -                 -                      -                 -                      

Miscellaneous -                -                 -                      11,160            11,160                
Contingency 295,000         -                 (295,000)             -                 -                      

Total Operating Expenses 860,450$      1,506,802$    646,352$           1,786,676$     279,874$           

Other Non-Operating Expenses -$             -$              -$                   855,000$        855,000$           

Total Expenses 3,296,066$   3,904,264$    608,198$           6,167,024$     2,262,760$        

Change in Assets -$             (585,698)$     (585,698)$          (2,666,324)$   (2,080,626)$       

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

STATUTORY
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Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009
Change from 

Projection

Draft 1 
2009

Budget

Operational Programs
Reliability Standards 2.00 1.70 1.70 0.00 1.7
Compliance and Organization Registration and Certification 6.40 12.40 14.15 1.75 13.7
Reliability Readiness Audit and Improvement 0.40 0.30 0.00 -0.30 0.5
Training and Education 0.38 0.40 0.60 0.20 0.6
Reliability Assessment and Performance Analysis 5.25 1.35 2.20 0.80 2.2
Situational Awareness and Infrastructure Security 0.40 0.60 1.50 0.90 1.5

Total FTEs Operational Programs 14.83 16.75 20.15 3.35 20.2

Administrative Programs
General & Administrative 1.50 1.35 1.70 0.35 6.8
Information Technology 0.75 0.70 1.70 1.00 0.0
Legal and Regulatory 1.50 1.25 2.55 1.30 0.0
Accounting 0.75 0.70 0.85 0.15 0.0

Total FTEs Administrative Programs 4.50 4.00 6.80 2.80 6.8

Total FTEs 19.33 20.75 26.95 6.15 26.9

STATUTORY
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2008 Organizational Chart 

Table 3 
Salaries and benefits for Legal and Regulatory are budget within the G&A Department to ensure 
personnel confidentiality. 

Texas RE
Board of Directors

Chief Compliance Officer
Larry Grimm

Program & Management 
Support

Director of Compliance
Victor Barry

Manager, Reliability 
Standards

Farzaneh Tafreshi

Director, Legal Affairs
Susan Vincent

Manager, IT
Elaine Conces

Financial Analyst, Senior
Todd Brewer

Cybersecurity Analyst, 
Senior

TBD-Open

Manager, Compliance 
Enforcement
Mark Henry

Manager, Compliance 
Assessment
TBD-Open

Standards Development 
Coordinator

Judith James

Executive Assistant
Betty Sachnik

Paralegal, Senior
Ryan Clay

Compliance Engineer 3
Rashida Williams

Compliance Engineer 2
Ken Kan

Senior Technical Writer
Diana Leese

Records Coordinator
Sheila Alexander

Compliance Coordinator
Lindley Ellisor

Compliance Analyst Senior
Robert Grammer

Compliance Engineer 
Senior

Tony Shiekhi

Compliance Engineer Senior
Jeff Whitmer

Compliance Engineer Senior
Brent Torgrimson

Compliance Analyst 2
Frank Vick

Compliance Engineer 3
Robert Collins

Compliance Engineer 3
Bill Lewis

Compliance Engineer / 
Analyst 3

TBD-Open

Administrative Assistant
Mishani Kasper
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2009 Organizational Chart 

Table 4 
Salaries and benefits for Legal and Regulatory are budget within the G&A Department to ensure 
personnel confidentiality. 

Texas RE
Board o f  Directors

Chief Compliance Officer
Larry Grimm

Program & M anagement Suppo rtDirecto r o f  Compliance
Victor Barry

M anager, Reliability Standards
Farzaneh Tafreshi

Directo r, Legal A ffairs
Susan Vincent

M anager, IT
Elaine Conces

Financial Analyst, Senio r
Todd Brewer

Cybersecurity Analyst, Senio r
TBD-Open

M anager, Compliance 
Enfo rcement
M ark Henry

M anager, Compliance 
Assessment
TBD-Open

Standards Development  
Coo rdinato r
Judith James

Executive Assistant
Betty Sachnik

Legal Counsel
TBD-Open

Paralegal, Senio r
Ryan Clay

Compliance Engineer 3
Rashida Williams

Compliance Engineer 2
Ken Kan

Senior Technical Writer
Diana Leese

Reco rds Coo rdinato r
Sheila Alexander

Compliance Coo rdinato r
Lindley Elliso r

Compliance Analyst, Senio r
Kent Grammer

Compliance Engineer, Senio r
Tony Shiekhi

Compliance Engineer, Senio r
Jeff  Whitmer

Compliance Engineer, Senio r
Brent To rgrimson

Compliance Analyst  2
Frank Vick

Compliance Engineer 3
Robert Co llins

Compliance Engineer 3
Bill Lewis

Compliance Engineer / Analyst  3
TBD-Open

Compliance Engineer / A nalys t 3
TBD-Open

Compliance Engineer / Analyst  
Senior

TBD-Open

IT Content Specialis t
TBD-Open

Administ rat ive A ss is tant
M ishani Kasper

Reliability & Perf ormance Engineer 
TBD-Open

Compliance Engineer / Analyst 3
TBD-Open

 9 to 12

 7 to 8

1 to 2

 2 to 3
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Reserve Balance 

Table 5 

Beginning Working Capital Reserve (Deficit), December 31, 2007 3,252,021       
Plus:  2008 ERO Funding (from LSEs or designees) 3,226,066       

Plus:  2008 Other Funding Sources (Cash basis) 92,500            
Less: 2008 Projected Expenses & Capital Expenditures (Cash basis) (3,904,264)      

Projected Working Capital Reserve (Deficit), December 31, 2008 2,666,323      

Desired Working Capital Reserve, December 31, 2009 1 855,000          
Less:  Projected Working Capital Balance December 31, 2008 2,666,323       

Increase/(Decrease) in Assessments to Achieve Desired Working Capital Reserve (1,811,323)     

2009 Assessment for Expenses and Capital Expenditures, Excluding Working Capital Reserve (Cash basis) 5,312,024       
Less:  Other Sources of Income (70,000)           

Adjustment to Achieve Desired Working Capital Balance (1,811,323)      
2009 Assessment 3,430,700      

1 On June 17, 2008 Texas RE's Board of Directors approved the budget
reflecting a desired 60-day cash on hand balance to be reserved for Texas RE.

Working Capital Reserve Analysis 2008-2009
STATUTORY
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Regional Entity Assessment Analysis 

Breakdown by Statement of Activity Sections 
The following detailed schedules are in support of Table 1, page 45, of the 2009 Texas RE 
Business Plan and Budget.  All significant variances have been disclosed by program area in 
the preceding pages. 

Supplemental Funding 
Table B-1 

Outside Funding Breakdown By Program Budget
2008

Projection
2008

Budget          
2009 Variance Variance %

Training and Education
Systems Operators Training Seminar 70,000$                 -$                       70,000$                 70,000$                  
 Total 70,000$                 -$                       70,000$                 70,000$                  

General and Administrative
Interest Income -$                       92,500$                 -$                       (92,500)$                -100.00%
 Total -$                       92,500$                 -$                       (92,500)$                -100.00%

Total Outside Funding 70,000$                92,500$                70,000$                (22,500)$                -24.32%

Personnel Expenses 

Table B-2 

Personnel Expenses
Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
Salaries
Salary 1,718,289$        1,747,254$        2,496,968$        749,714$           42.91%
Employment Agency Fees -                     -                     -                     -                      
Temporary Office Services -                     -                     -                     -                      
Total Salaries 1,718,289$        1,747,254$        2,496,968$        749,714$           42.91%

Payroll Taxes
FICA 103,892$           105,677$           149,398$           43,721$             41.4%
Medicare 23,261               24,986               34,347               9,361                 37.5%
SUI 13,746               13,978               6,005                 (7,973)                -57.0%
FUI 1,718                 1,747                 2,402                 655                    37.5%
Total Payroll Taxes 142,617$           146,388$           192,152$           45,763$             31.3%

Benefits
Workers Compensation 27,493$             27,956$             38,430$             10,474$             37.5%
Medical Insurance 171,742             172,095             217,290             45,196               26.3%
Life-LTD Insurance 1,200                 1,200                 1,440                 240                    20.0%
Reimburseable Resource 5,760                 5,760                 11,100               5,340                 92.7%

Total Benefits 206,195$           207,011$           268,261$           61,250$             29.6%

Retirement
Profit Sharing Plan / SERP 154,646$           157,253$           249,697$           92,444$             58.8%
Savings Plan 46,394               49,596               105,800             56,204               113.3%
Total Retirement 201,040$           206,849$           355,497$           148,648$           71.9%

Total Personnel Costs 2,268,141$        2,307,502$       3,312,877$       1,005,375$       43.6%
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Meeting Expenses 
Table B-3 

Meeting Expenses

Meeting Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards $            810 $            810 $               -   (810)$           -100.00%
Compliance and Organization Registration and Certification               810               810                  -   (810)             -100.00%
Reliability Assessment and Performance Analysis               810               810                  -   (810)             -100.00%
Training and Education $       70,000 $               -   $     105,000 105,000$       
Legal and Regulatory               810               810                  -   (810)             -100.00%

Total Meeting Expenses $       73,240 $         3,240 $     105,000  $     101,760 3140.74%

Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards $         8,500 $         3,500 $         4,344 844$             24.11%
Compliance and Organization Registration and Certification          46,205          60,000          66,187 6,187            10.31%
Reliability Readiness Audit and Improvement          10,620               500            7,012 6,512            1302.40%
Reliability Assessment and Performance Analysis            4,340            1,800            3,117 1,317            73.17%
Training and Education          10,140            1,400            1,446 46                 3.29%
Situational Awareness and Infrastructure Security               200               600            1,069 469               78.17%
General and Administrative            6,480          12,120          12,820 700               5.78%
Legal and Regulatory            2,740            4,300            8,994 4,694            109.16%
Information Technology               150                  -                    -   -                
Accounting and Finance            3,860            2,500            2,481 (19)               -0.76%
Total Travel Expenses $       93,235 $       86,720 $     107,470  $       20,750 23.93%

Conference Call Expenses by Business Plan 
Category

Budget
2008

Projection
2008

Budget     
2009 Variance

Variance 
%

General and Administrative $         1,000 $               -   $               -   -$              

Total Conference Calls $         1,000 $               -   $               -    $               -   

Total Meeting Expenses 167,475$ 89,960$       212,470$ 122,510$      136.18%
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Operating Expenses 
Table B-4 

Consultants
Budget

2008
Projection

2008
Budget          

2009 Variance Variance %
Consultants
Recruitment -$                     -$                     6,000$ 6,000$                  

Consultants Total -$                     -$                     6,000$ 6,000$                  

Table B-5 

Contracts
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %
Contracts - Software
Support Department Allocation 89,000$          203,585$        280,654$        77,069$          37.86%

Contracts - Software Total 89,000$          203,585$        280,654$        77,069$          37.86%

Table B-6 

Office Rent
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Rent & Facilities Support 80,000$          165,000$        517,550$        352,550$        213.67%

Total Office Rent 80,000$         165,000$       517,550$       352,550$        213.67%

Table B-7 

Office Costs
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Supplies 12,950$           7,528$             8,400$             872$                11.58%
Dues 500                  360                  5,080               4,720$             1311.11%
Postage 1,000               200                  1,200               1,000$             500.00%
Express Shipping 1,000               900                  1,200               300$                33.33%
Reports - Graphics 1,000               600                  1,200               600$                100.00%
Stationary Forms 1,000               1,200               1,200               -$                0.00%

Total Office Costs 17,450$          10,788$          18,280$          7,492$             69.45%

Table B-8 

Professional Services
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Outside Legal 220,000$        300,000$        300,000$        -$               0.00%
Accounting & Auditing Fees 36,000            36,728            36,000            (728)$             -1.98%
Other Consulting Fees -                 131,700          30,000            (101,700)$      -77.22%
Website Hosting and Maintenance -                 40,000            60,000            20,000$          50.00%

Total Services 256,000$       508,428$       426,000$       (82,428)$        -16.21%
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Table B-9 

Computer 
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Software -$ 3,932$ 3,932$              
IT Administration 123,000$ 150,195$         200,400$ 50,205$ 33.43%
Computer Projects -$ 288,806$         322,700$
Total Computer 123,000$ 439,001$ 527,032$ 54,137$ 20.05%

Table B-10 

Miscellaneous
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Employee Seminars & Training -$ -$                11,160$ 11,160$

Total Computer -$ -$               11,160$ 11,160$            

Table B-11 

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Cash/Contingency Reserve -$               -$               855,000$ 855,000$        

Total Non-Operating Expenses -$               -$               855,000$ 855,000$        
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Section C — 2009 RE Non-Statutory Business Plan and Budget 

Non Statutory 
(in whole dollars) 

                                  2008 Budget                      2008 Projection                      2009 Budget
Total FTEs            5.67             4.50             5.05 
Total Direct 
Expenses       848,782       775,885       871,997 
Total Indirect 
Expenses   
Total Expenses       848,782        775,885       871,997  

Non-Statutory Functional Scope 
In addition to its statutory functions, Texas RE monitors, audits, assesses, investigates, and 
reports on compliance with the reliability-related ERCOT Protocols, for the Public Utility 
Commission of Texas (PUCT), which is needed to safely and reliably operate the electric 
transmission system.  The ERCOT Protocols contain the market rules for planning and 
operating reliable interconnected Bulk Electric System in the ERCOT Region.  To ensure that 
the reliability of the interconnected Bulk Electric System is maintained, all ERCOT Region 
market participants involved in planning, operating, owning, or using this system must 
understand and comply with these requirements.  The PUCT makes all final decisions regarding 
violations of Protocols and prosecutes any Protocol violations that result in enforcement actions.  
As part of its Non-statutory activities, Texas RE also monitors the Protocol revision process, and 
provides comments regarding reliability-related Protocol revisions. 

In accordance with P.U.C. SUBST. R. 25.503, and the PUCT-approved “ERCOT Compliance 
Process“, Texas RE monitors material occurrences of non-compliance with ERCOT Protocols, 
which includes occurrences that have the potential to impede ERCOT ISO operations, or 
represent a risk to system reliability.  In accordance with the approved ERCOT ISO Compliance 
Process, Texas RE:   

A. Maintains a record of all material occurrences of non-compliance with ERCOT 
Protocols and tracks recurrence of such material occurrences of non-compliance. 

B. Obtains needed information from market participants in order to review and assess 
system disturbances and potential material occurrences of non-compliance with the 
ERCOT Protocols.  

C. Promptly provides information to and responds to questions from market 
participants to allow the market participant to understand and respond to alleged 
material occurrences of non-compliance with ERCOT Protocols.   

D. Maintains a record of the resolution of such material occurrences of non-compliance 
and of corrective actions taken by the market participant in each instance. 

E. Informs the PUCT staff immediately of any material occurrence of non-compliance. 

F. Informs the PUCT staff of the resolution of any material occurrence of non-
compliance.

Texas RE staff use daily electronic time tracking to document the time spent performing 
Non-statutory activities. In addition, Texas RE G&A expenses are proportionately 
allocated to the Non-statutory budget, based upon the time spent performing Non-
statutory activities.
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Texas RE estimates approximately (14%) percent of Texas RE staff time will be dedicated to 
monitoring, auditing, assessing, investigating, and reporting on compliance with the ERCOT 
Protocols and commenting on ERCOT Protocol revision requests.  Funding for these Non-
statutory activities is provided through the ERCOT System Administration Fee, which is based 
upon the fee factor approved by the ERCOT Board and the PUCT to support ERCOT activities 
and Texas RE Non-Statutory activities which are subject to PUCT oversight. 

Major 2009 Cost Impacts

Funding Sources 
 Funding is received only through ERCOT ISO to pay for these expenses. 

Personnel Expenses 
 Personnel expenses are less than the 2008 forecast.  Texas RE is recognizing 

approximately $14K less in personnel expenses due to a lower percentage of work 
performed for non-statutory purposes. 

Meeting Expenses 
 No significant change expected for 2009. 

Operating Expenses 
 Expenses are expected to be higher in 2009 due to the space requirements of Texas 

RE.  The rent expense for 2009 is anticipated to be significantly higher due to the need 
to procure space outside of Texas REs current location. 
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2008 Budget and Projection and 2009 Budget Comparisons 

Table 1 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RS Revenue 848,782$       775,885$        (72,897)$             871,997$        96,112$              
Total Funding 848,782$      775,885$       (72,897)$            871,997$        96,112$             

Expenses
Personnel Expenses

RS Salaries 524,494$       457,692$        (66,802)$             448,080$        (9,612)$               
RS Payroll Taxes 43,533           36,615            (6,918)                 35,846            (769)                    
RS Benefits 62,939           48,057            (14,882)               45,942            (2,115)                 
RS Retirement Costs 61,366           66,365            4,999                  64,972            (1,394)                 

Total Personnel Expenses 692,332$      608,730$       (83,602)$            594,840$        (13,890)$            

Meeting Expenses
RS Meetings -$              -$               -$                    -$               -$                    
RS Travel 3,900             4,172              272                     2,181              (1,991)                 
RS Conference Calls -                -                 -                      -                 -                      

Total Meeting Expenses 3,900$          4,172$           272$                  2,181$            (1,991)$              

Operating Expenses
RS Consultants -$              -$               -$                    -$               -$                    
RS Contracts -                -                 -                      -                 -                      
RS Office Rent 68,000           65,044            (2,956)                 118,200          53,156                
RS Office Costs 2,550             804                 (1,746)                 480                 (324)                    
RS Professional Services 82,000           70,630            (11,370)               89,900            19,270                
RS Computer Purchase & Maint. -                26,505            26,505                36,396            9,891                  
RS Furniture & Equipment -                -                 -                      -                 -                      

Miscellaneous -                -                 -                      -                 -                      
Contingency -                -                 -                      30,000            30,000                

Total Operating Expenses 152,550$      162,983$       10,433$             274,976$        111,993$           

Other Non-Operating Expenses -$             -$              -$                   -$               -$                   

Total Expenses 848,782$      775,885$       (72,897)$            871,997$        96,112$             

Change in Assets -$             -$              -$                   -$               -$                   

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

NON-STATUTORY
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Personnel Analysis 

Table 2 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009
Change from 

Projection

Operational Programs
Protocol 3.17 3.10 3.85 0.75

Total FTEs Operational Programs 3.17 3.10 3.85 0.75

Administrative Programs
General & Administrative 2.50 1.40 1.20 -0.20

Total FTEs Administrative Programs 2.50 1.40 1.20 -0.20

Total FTEs 5.67 4.50 5.05 0.55

NON-STATUTORY
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Introduction 

Total WECC Resources 
(in whole dollars) 

 2009 Budget U.S. Canada Mexico
Statutory FTEs1 140
Non-statutory FTEs 4
Total FTEs 144
Statutory Expenses 38,691,767
Non-statutory Expenses 798,197
Total Expenses 39,489,964
ERO Funding 
Assessments 37,088,502 31,506,071 5,134,216 448,215

Non-statutory  Funding 798,197 798,197
Total Funding 37,886,699 32,286,335 5,155,302 445,062
NEL 869,624,367 738,731,574 120,383,372 10,509,421
NEL % 100% 84.9% 13.9% 1.2%

Background
The Western Electricity Coordinating 
Council (WECC) is a Utah Nonprofit 
Corporation whose mission is to assure a 
reliable bulk electric power system in the 
Western Interconnection that supports 
efficient and competitive electric power 
markets. WECC’s website is 
www.wecc.biz.
WECC’s geographic area is the Western 
Interconnection – an area in which the use 
and generation of electricity is 
synchronized. This area includes all or part 
of 14 U.S. states, two Canadian provinces 
and a portion of Baja California Norte, 
Mexico. 

Membership and Governance 
WECC has 206 members divided into the following seven membership classes: 2

1. Large Transmission Owners 
2. Small Transmission Owners 
3. Transmission Dependent Energy Service Providers 
4. End Users

1 Full-time equivalents (FTEs) 
2 For purposes of voting for Board representation, all Canadian members of WECC form "Class 6.” For all other 
purposes, Canadian members participate in member classes 1 – 5 and 7 according to their characteristics. See 
Section 6.2.1 of the WECC Bylaws. 

http://www.wecc.biz
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5. Representatives of State and Provincial Governments
6. Canadian Members 
7. Members at large 

Membership in WECC is open to any person or entity that has an interest in the reliable 
operation of the Western Interconnection bulk power system. Membership in WECC is not a 
requirement for participation in the WECC standards development process.3

WECC is governed by an independent and balanced stakeholder board 4 consisting of 32 
directors. Members in classes one though five are eligible to elect four directors in their class. In 
addition, the Canadian delegation elects four directors and the Mexican delegation elects one.5
Seven directors with no member affiliation (Non-affiliated Directors) are elected by the WECC 
membership. Members of Class 7 do not elect representatives to the Board of Directors (Board), 
but do vote on Non-affiliated Directors. 

Eight Board committees recommend policy on various reliability issues, or handle governance, 
finance and human resource matters. These committees are described in the Technical 
Committees and Members’ Forums section on page 41.

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

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

Compliance and enforcement activities are carried out by the WECC Compliance staff and are 
independent of all users, owners and operators of the bulk power system and from the Hearings 
staff. Compliance activities are governed in the United States by the agreement between the 
North American Electric Reliability Corporation (NERC) and WECC, delegating portions of 
NERC’s authority as the Electric Reliability Organization under Section 215 of the Federal 
Power Act to WECC (the “WECC / NERC Delegation Agreement”).6

Statutory Functional Scope 
WECC has been approved by FERC as a Regional Entity, with authority, pursuant to the 
WECC / NERC Delegation Agreement, to create, monitor and enforce standards for the 
reliability of the bulk electric power system in the Western Interconnection.  

WECC’s role as reliability coordinator was recognized by FERC through its acceptance of 
NERC’s Compliance Registry.7

3 Non-WECC members may participate in standards drafting teams, and Interested Stakeholders may vote on 
Regional Reliability Standards. Interested Stakeholder voting is covered in Section 8.6 of the WECC Bylaws. 
4 As provided in Section 215 of the Federal Power Act (e)(4)(A)(iii). 
5 The Mexican delegation currently consists of one member. 
6 NERC et al., 119 FERC ¶ 61,060 (2007), order on compliance, 119 FERC ¶ 61,232 (2007)(accepting delegation 
agreements between NERC and the Regional Entities); NERC et al., 122 FERC ¶ 61,245 (2008) (accepting revised 
delegation agreements between NERC and the Regional Entities). 
7 NERC 119 FERC ¶ 61,059 (2007) Order on Rehearing. 
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Planning Cycle 
This 2009 Business Plan and Budget is for calendar year 2009. 
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2009 Primary Objectives 
WECC’s primary objectives for 2009 are:  

Ensuring the reliability of the bulk electric power system in the Western Interconnection.
Bringing on-line and fully staffing the new Reliability Coordination Centers and continuing 
the development of tools for the Reliability Coordination Centers. 
Implementing the Compliance Monitoring and Enforcement Program (CMEP). 
Implementing hearing procedures to provide timely and thorough review of disputes. 
Improving and enhancing transmission planning and loads and resources assessments. 
Becoming the credible source of interconnection-wide information. 
Assuring system reliability for renewable resource integration in the Western 
Interconnection.
Advancing the quality and scope of training activities to ensure operators and Registered 
Entities have the information and tools they need. 
Improving administrative activities including budgeting, document control and human 
resources.

Major 2009 Cost Effects
The 2009 WECC statutory budget is presented with a WECC assessment requirement of 
$37,088,502. This is an increase of 39.4 percent over the 2008 WECC assessment of 
$26,596,512. Total WECC statutory expenses are presented at $38,691,768, which is an 18.4 
percent increase over the amended 2008 Budget.8

The budget includes a $1,000,000 addition to reserves. The additional budget for reserves is 
based on an analysis of the 2009 projected cash flow and reflects the cash reserves required to 
maintain two months of operating expenses.9 The budget does not include fees collected on 
behalf of NERC or the Western Interconnection Regional Advisory Body (WIRAB). It is 
estimated that the NERC assessment will be $5,795,459 and WIRAB funding will be $378,272 
for 2009. This results in an estimated total assessment to members of $43,262,233. 

The overall budget, statutory and non-statutory, includes an increase in personnel from 11510 to 
144. Five positions have been added in the Reliability Coordination Centers budget. A net of ten 
additional positions is proposed for Compliance Enforcement. Positions have been added to 
support the implementation of WECC’s Strategic Plan including:  a Renewable Resources 
position, Manager of Training, Office Manager, Accountant, and a position to support the 
Transmission Expansion Planning Policy Committee (TEPPC). An in-house legal staff of four is 
included to reduce external legal expenses.

8 The original 2008 budget was amended in December 2007, and was filed for approval with FERC on February 15, 
2008, to accommodate an acceleration of the Reliability Coordination Initiative. A corrected 2008 budget was filed 
for approval with FERC on March 17, 2008 and this budget is the baseline for the numbers contained in this 
document.  FERC approved the amended and corrected budget on April 17, 2008 (123 FERC ¶ 61,031).  
9 Although Tanner LC, WECC’s external auditors, recommended three months of operating expenses for reserves, 
the WECC Finance and Audit Committee recommended two months due to assessment concerns. 
10 115 employees in 2008 reflects the conversion of 21 contract Reliability Coordination employees to WECC full-
time employees (FTEs). 
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Change in Accounting Methodology 
WECC has changed its accounting methodology for personnel benefits, overheads and 
administrative operating expenses from the approach used in the 2008 budget.

This 2009 Business Plan and Budget reflects this change in methodology with these costs now 
allocated as indirect costs to the program areas. The result of this change is an apparent reduction 
in personnel benefits, overheads and administrative operating expenses in 2009 (in all program 
areas except General and Administrative). These variances are consistent throughout the budget 
except where noted.

In addition, WECC has changed its methodology for meetings and travel expenses, and has 
moved from allocating these costs to budgeting these costs directly to the program areas. This 
change in methodology results in variances between 2008 and 2009 costs. The magnitude of 
these variances is dependent on the amount of 2008 allocated costs.  

Detailed Business Plans and Budgets by Program 
Details of the planning, operation, review, and adjustment for each program area are included in 
Section A. The corresponding budget details are shown in Section B. 
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Section A � 2009 Business Plan 

Reliability Standards Program 

Reliability Standards Program Resources 
(in whole dollars) 

   2008 Budget    2008 Projection  2009 Budget
Total FTEs 4 4 4
Total Direct 
Expenses $687,812 $687,812 $511,694

Total Indirect 
Expenses11 $222,418 $222,418 $522,766

Total
Expenses $910,230 $910,230 $1,034,460

Background  
WECC’s standards development efforts are divided into two categories – participation in the 
NERC standards development process and the development of Western Interconnection Regional 
Reliability Standards (RRS). In 2009, WECC will continue to coordinate the Western 
Interconnection’s participation in the development of NERC Reliability Standards. In instances 
where the NERC standards development process does not fully meet the needs of the Western 
Interconnection, WECC will develop RRS for use only in the Western Interconnection. In 
addition, WECC will provide support, as requested, to Alberta and British Columbia in the 
development of standards applicable in those provinces. Until those standards are completed, the 
WECC Reliability Management System (RMS) and its 14 reliability standards will continue in 
the Canadian and the Comisión Federal de Electricidad portions of the Western Interconnection. 

WECC’s standards development process is overseen by the Managing Director of Planning and 
Standards. A significant proportion of the work required to develop standards is performed by 
voluntary member participation through the WECC Standing Committee structure and member 
volunteers on NERC standards drafting teams. The volunteers are provided by WECC members, 
who pay a portion of their salaries and expenses while engaged in this activity. WECC is 
concerned that, in 2009, there may be a potential reduction in the level of participation in this 
activity, given the internal resources devoted to their own compliance programs. 

In 2007, the Western Interconnection Compliance Forum (WICF) was established by and on 
behalf of entities subject to WECC and NERC Requirements. The purpose of WICF is to provide 
a venue to registered entities within the Western Interconnection for sharing knowledge and 
lessons learned regarding compliance matters, and to collectively develop best practices. In 
2009, WICF will continue to be fully funded by WECC but will be staffed separately from 
Compliance. 

11 Indirect funding is calculated by allocating all administrative services funding to the operational program areas on a 
proportional FTE basis.
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Program Description and Functions Performed 
WECC’s standards process was revised in 2006 and accepted by FERC as part of the original 
WECC / NERC Delegation Agreement. As part of that original Delegation Agreement, WECC 
responded to FERC’s direction to modify its standards development process and allow non-
members to participate. The amended WECC / NERC Delegation Agreement was filed with 
FERC on October 30, 2007 and approved on March 21, 2008, subject to a requirement of further 
modification.

The WECC standards development process begins with a standards request form that is reviewed 
for scope and applicability by WECC’s Standards Request Routing Committee. The process is 
open to all interested parties and provides for their input throughout the drafting, comment and 
approval process. Standards are recommended by vote of the appropriate WECC Standing 
Committee(s) and Interested Stakeholders. Standards are balloted three times per year as needed 
at WECC Standing Committee meetings and, in extraordinary circumstances, can be voted by 
email. Once approved by the WECC Board, the standards are sent to the NERC Board of 
Trustees for approval. NERC then files these approved reliability standards with FERC for 
approval.

The WECC standards development process is also used for development of WECC Business 
Practices and Regional Criteria. Regional Criteria are requirements developed using the WECC 
standards development process and approved by the WECC Board. They do not require NERC 
or FERC approval.

2009 Goals and Objectives 
North American Standards 
NERC has published, and filed with FERC, a revised Reliability Standards Work Plan that 
includes a schedule for the development and revision of reliability standards for use within the 
United States. WECC’s active participation in the NERC standards development process helps to 
ensure that the needs and concerns of the Western Interconnection are addressed in the standards. 
WECC communicates information on standards activities to its members and encourages their 
participation in the NERC standards development process. In 2009, WECC staff and members 
will work with NERC on all projects identified in the NERC Reliability Standards Work Plan.  

Section 215 Regional Entity Reliability Standards Development 
Regional Standards Development 
WECC focuses on ensuring that NERC standards meet the needs of the Western Interconnection, 
but WECC also has the authority to develop necessary RRS. The current RRS are more stringent 
than — or address areas specific to the Western Interconnection that are not covered by — the 
NERC Reliability Standards. In 2006, a WECC task force identified existing requirements in use 
by WECC as being both “unique and essential” for the reliable operation of the Western 
Interconnection. These requirements were subsequently translated into Tier 1 RRS. In 2007, 
FERC approved eight WECC Tier 1 standards and directed WECC to develop replacement 
standards that addressed specific concerns identified by NERC and FERC. During the latter part 
of 2007 and early 2008, WECC developed these replacement standards. During 2009 WECC 
will develop RRS as necessary. 
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Regional Criteria 
WECC Regional Criteria are applicable to all WECC members. For example; WECC’s Business 
Practices, which are developed by the Market Interface Committee and by the Interchange 
Scheduling and Accounting Subcommittee (ISAS), are Regional Criteria.

The ISAS (a subcommittee of the OC) develops business practices for WECC that are tied to the 
coordination of the scheduling of electricity. In 2007, ISAS developed business practices 
covering tagging and reserve issues. In 2008, the ISAS developed business practices that support 
the WECC Interchange Tool and Reliability Coordination. During 2009, WECC will develop 
Business Practices as necessary. 

The MIC is WECC’s interface with the North American Energy Standards Board (NAESB) and 
participates in the NAESB standards development process. In 2009, the MIC will help 
coordinate WECC member involvement in the activities of NAESB. The MIC has not identified 
any Western Interconnection-specific business practices for development in 2009.  

Other examples of Regional Criteria are WECC’s Reliability Information Sharing Policy (which 
prescribes the requirements for sharing data), WECC’s Transmission Planning Criteria, and 
WECC’s Operating Reliability Criteria. During 2007 and 2008, the WECC Reliability 
Subcommittee revised the format of certain WECC Transmission Planning Criteria to more 
closely resemble the NERC Standards format. In 2009, the WECC Operating Practices 
Subcommittee (OPS) will consider revisions to the WECC Operating Reliability Criteria and 
WECC will develop additional Regional Criteria as needed to supplement approved reliability 
standards. 

Funding Requirements � Explanation of Increase (Decrease) 
The cost of WECC's Reliability Standards activities in 2009 is $1,034,460. Program expenses in 
2009 are driven by the potential need for additional activities of WECC standards drafting teams 
and the funding associated with WICF.  

Staffing Needs 
Hiring Plans 
Not applicable.

 Shared Employees 
 Not applicable 

 Contractors 
WECC will continue to rely on consultants for subject matter expertise on an as-needed 
basis throughout 2009. Legal expenses are also budgeted to accommodate the potential 
need for outside legal counsel during 2009.
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Reliability Standards Program 
Funding sources and related expenses for the Reliability Standards section of the 2009 business 
plan are shown in the table below. 

Statement of Activities (SOA) � Reliability Standards 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 687,812$ 687,812$ -$                    511,694$ (176,118)$
Membership Dues - -                -                      -                 -
Testing Fees - -                -                      -                 -
Services & Software - -                -                      -                 -
Workshops - -                -                      -                 -
Interest -                -                -                      -                 -
Miscellaneous - -                -                      -                 -

Total Funding 687,812$ 687,812$ -$                   511,694$ (176,118)$

Expenses
Personnel Expenses

Salaries 397,160$ 397,160$ 0$                       393,342$ (3,818)$
Payroll Taxes 26,796 26,796 -                      -                 (26,796)
Benefits 68,667 68,667 -                      -                 (68,667)
Retirement Costs 20,837 20,837 -                      -                 (20,837)

Total Personnel Expenses 513,460$ 513,460$ 0$                      393,342$ (120,118)$

Meeting Expenses
Meetings 32,826$ 32,826$ -$                    22,200$ (10,626)$
Travel 34,211 34,211 -                      11,520 (22,691)
Conference Calls 868 868                -                      5,832             4,964

Total Meeting Expenses 67,905$ 67,905$ -$                   39,552$ (28,353)$

Operating Expenses
Consultants -$ -$              -$                    28,800$ 28,800$
Contracts - -                -                      -                 -
Office Rent 18,508 18,508 -                      -                 (18,508)
Office Costs 11,937 11,937 -                      -                 (11,937)
Professional Services 73,107 73,107 -                      50,000 (23,107)
Computer Purchase & Maintenance 2,895 2,895             -                      -                 (2,895)
Furniture & Equipment - -                -                      -                 -
Miscellaneous - -                -                      -                 -
Contingency - -                -                      -                 -

Total Operating Expenses 106,447$ 106,447$ -$                   78,800$ (27,647)$

Other Non-Operating Expenses -$ -$             -$                   -$               -$

Total Expenses 687,812$ 687,812$ 0$                      511,694$ (176,118)$

Change in Assets 0$                 -$             (0)$                     (0)$                 (0)$                        

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Standards
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
Not applicable. 

Meeting Expenses 
Meeting expenses in 2009 are driven by the need for more meetings of WECC standards 
drafting teams and WICF. The standards drafting teams plan to meet by phone two times 
per month and eight times face-to-face during 2009. The WICF membership will meet 
twice face-to-face during 2009. The WICF steering committee, which is a sub-set of 
WICF, will meet quarterly by phone. Associated with these meetings are increased costs 
of travel, accommodation and conference call facilities. The 2009 expenses appear lower 
than 2008 because the 2008 costs include allocated costs. 

Operating Expenses 
WECC will continue to rely on consultants for subject matter expertise on an as-needed 
basis throughout 2009. The 2009 budget does not include allocated costs for office 
expenses, professional services or computer expenses. These costs were allocated in 
2008; they are included as indirect costs for 2009. 
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Compliance Monitoring and Enforcement and Organization Registration and 
Certification Program 

Compliance Monitoring and Enforcement and Organization Registration and Certification 
Program Resources 

(in whole dollars) 

    2008 Budget     2008 Projection 2009 Budget
Total FTEs 20 20 30

Total Direct 
Expenses

$4,568,116 $4,568,116 $6,165,303

Total Indirect 
Expenses

$1,112,091 $1,112,091 $3,920,746

Total
Expenses

$5,680,207 $5,680,207 $10,086,049

Background 
Compliance enforcement is essential to WECC’s mission as a Regional Entity and its fulfillment 
of the requirements of the WECC / NERC Delegation Agreement. The Hearings budget is 
included in the compliance budget and is reflected in the table above. For structural and 
governance purposes, hearings are discussed separately in this document.  

The WECC compliance function has three major components and is overseen by the Vice 
President and Director of Compliance — who reports to the WECC Chief Executive Officer — 
and by three managers, one for each of the three areas described below: 

Compliance Auditing: oversees all audits, mitigation plans, investigations and the 
registration process. 
Compliance Enforcement: oversees registration disputes, settlement negotiations, regional 
hearings and any appeals. 
Compliance Program Administration: oversees violation reporting, audit logistics and data 
reporting.

2008 will be the first full-year of compliance monitoring and enforcement at WECC and the 
program continues to evolve. With many processes still under development, it remains a 
challenge to estimate the level of resources needed to implement the full compliance 
requirements of the CMEP. Registration disputes and investigations have absorbed an 
extraordinary amount of resources because of the number of disputes and investigations, and the 
associated complexities of each case. Hearings and appeals associated with compliance 
violations have not yet begun so it is difficult to forecast the resources that will be required from 
the Compliance staff. Critical to the success of the program will be the recruitment of highly-
skilled industry experts and the hiring of consultants. Because the Regional Entities, NERC, 
FERC and the Registered Entities are competing for the same experts, recruitment remains a 
challenge. 

Compliance in Alberta, British Columbia and Mexico 
Alberta and British Columbia are in the process of adopting and implementing legislation and 
regulatory frameworks for mandatory reliability standards, monitoring and enforcement. 
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Agreements between WECC and the Provinces are necessary to ensure interconnection 
reliability while recognizing provincial sovereignty. WECC is currently in negotiations with the 
Alberta Electric System Operator on an agreement addressing membership and coordinated 
operations and anticipates starting negotiations with British Columbia later in 2008. WECC 
expects to have executed agreements for both provinces by 2009.

Similarly, WECC expects to continue addressing reliability issues with the Comisión Federal de 
Electricidad in 2009. 

Reliability Management System (RMS) 
In 1996, the Western Systems Coordinating Council (WSCC)12 created the RMS, a contract-
based compliance enforcement mechanism. RMS grew to encompass 14 standards. In the United 
States five of the RMS standards are now part of the NERC Reliability Standards and eight 
others have been adopted as WECC RRS.13 As a result, RMS is currently being used to monitor 
only the interchange schedule tagging requirements in the United States. In Canada and Mexico, 
RMS is still used to monitor all 14 RMS standards. This may change in 2009 as Alberta and 
British Columbia move toward mandatory standards. 

Program Description and Functions Performed 
The requirements of the WECC CMEP program are specified in the WECC / NERC Delegation 
Agreement. Subject to variations between WECC’s CMEP and those of other regions, WECC 
seeks to implement the program in a manner similar to the programs of other regions. WECC 
uses the following eight methods to monitor compliance by the Registered Entities with the 
reliability standards:

Compliance Audits – WECC conducts either on-site or off-site audits of all Registered 
Entities.
Self-Certification – WECC reviews Registered Entity certifications of compliance or non-
compliance with standards on an annual basis.
Spot Checking – WECC verifies compliance with specific standards, primarily in 
connection with reviews of self-certification. 
Compliance Violation Investigations – Violation investigations are usually the result of a 
system event or disturbance, but may result from other sources. 
Self-Reporting – WECC undertakes a monitoring process that is specifically designed to 
work in conjunction with a Registered Entity’s continuous monitoring efforts by its internal 
compliance programs.
Periodic Data Submittals – WECC reviews monthly and quarterly reports that are 
submitted regarding compliance with certain standards. 
Exception Reporting – WECC requires reports on a small set of standards when violations 
occur. 
Complaints – The WECC compliance staff is alerted to a potential violation that is then 
investigated. 

12WSCC was one of the companies and regional transmission associations that merged to form WECC. 
13The original eight WECC Regional Reliability Standards have been revised and now are incorporated in seven 
WECC RRS. 
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The compliance function is also involved in the following processes in support of its activities: 
Registration – Facilitating the registration process by ensuring that there are no gaps in the 
registration of entities in the Western Interconnection and resolving registration disputes. 
Penalty calculations – Determining, as appropriate, proposed penalties for alleged 
violations.
Settlement negotiations – Conducting settlement negotiations with Registered Entities 
when requested. 
Hearings and Appeals – Participating in all hearings and appeals. 
Certification of Balancing Authorities, Reliability Coordinators and Transmission 
Operators – Conducting the certification process as required. 

2009 Goals and Objectives 
Continue to ensure all compliance activities are conducted in a fair, impartial and 
professional manner. 
Identify and implement methods to streamline and improve the audit process. 
Apply risk-based analysis to select the appropriate standards for review during the audit 
process.
Seek and respond to Registered Entity feedback on audits and other compliance activities. 
Continue to expand educational opportunities to enhance Registered Entities’ 
understanding of the CMEP and reliability standards.  
Establish a cyber security compliance user group. 
Continue to recruit experienced and skilled staff and consultants.

Funding Requirements � Explanation of Increase (Decrease) 
The cost of WECC's Compliance Enforcement Department activities in 2009 is $10,086,049. 
Program expenses for 2009 are driven by additional staffing and the associated costs of 
conducting audits, investigations, hearings and appeals. The scope of both the on-site and table-
top audits has expanded from 2007 to 2008 and will expand again in 2009. The expansion in 
scope is mainly due to an increase in the number of standards that are included in the actively 
monitored program for each year. In 2007, about 50 of the FERC-approved standards were 
included. This number will increase to 83 standards in 2009. 

In addition, the number of current investigations is many times higher than previously 
anticipated. For example, NERC now requires an investigation/review of the Transmission 
Vegetation Management Program of any Registered Entity that has experienced vegetation-
caused outages. In addition, WECC is required to undertake an on-site evaluation to determine 
the appropriateness of a credit for any Registered Entity operating an exceptional Internal 
Compliance Program (ICP).  
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Staffing Needs 
Hiring Plans 
WECC has added eleven FTEs to the Compliance budget for 2009 and eliminated the 
hearing officer position, resulting in a net increase of ten FTEs. Contract dollars have 
been included for the hearing office position. Training will be required in order to 
facilitate consistency and quality of the compliance process. 

 Shared Employees 
Not applicable. 

 Consultants 
The 2009 budget for consultants and contracts increases to $1,154,500. The use of 
consultants continues to be the most cost-effective way to provide the additional 
specialized resources needed for investigations, hearings and appeals.
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Compliance Enforcement and Organization Registration and Certification 
Program
Funding sources and related expenses for the Compliance Enforcement and Organization 
Registration and Certification section of the 2009 business plan are shown in the table below. 

SOA � Compliance and Organization Registration and Certification 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 4,568,116$    4,568,116$   -$                    6,165,303$    1,597,187$            
Membership Dues -                 -                -                      -                 -                         
Testing Fees -                 -                -                      -                 -                         
Services & Software -                 -                -                      -                 -                         
Workshops -                 -                -                      -                 -                         
Interest -                 -                -                      -                 -                         
Miscellaneous -                 -                -                      -                 -                         

Total Funding 4,568,116$   4,568,116$ -$                   6,165,303$    1,597,187$           

Expenses
Personnel Expenses

Salaries 1,927,416$    1,927,416$   -$                    3,267,237$    1,339,821$            
Payroll Taxes 133,980         133,980        -                      -                 (133,980)                
Benefits 318,554         318,554        -                      75,004           (243,550)                
Retirement Costs 90,293           90,293          -                      -                 (90,293)                  

Total Personnel Expenses 2,470,243$   2,470,243$ -$                   3,342,241$    871,998$              

Meeting Expenses
Meetings 121,447$       121,447$      -$                    380,000$       258,553$               
Travel 252,244         252,244        -                      689,090         436,846                 
Conference Calls 103,763         103,763        -                      75,004           (28,759)                  

Total Meeting Expenses 477,454$      477,454$     -$                   1,144,094$    666,640$              

Operating Expenses
Consultants 200,000$       200,000$      -$                    1,129,500$    929,500$               
Contracts 746,000         746,000        -                      25,000           (721,000)                
Office Rent 226,825         226,825        -                      138,264         (88,561)                  
Office Costs 76,736           76,736          -                      227,204         150,468                 
Professional Services 340,314         340,314        -                      159,000         (181,314)                
Computer Purchase & Maintenance 30,544           30,544          -                      -                 (30,544)                  
Furniture & Equipment -                 -                -                      -                 -                         
Miscellaneous -                 -                -                      -                 -                         
Contingency -                 -                -                      -                 -                         

Total Operating Expenses 1,620,419$   1,620,419$ -$                   1,678,968$    58,549$                

Other Non-Operating Expenses -$              -$             -$                   -$               -$                      

Total Expenses 4,568,116$   4,568,116$ -$                   6,165,303$    1,597,187$           

Change in Assets -$              -$             -$                   -$               -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Compliance and Organization Registration and Certification
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Summary of 2008 projection and 2009 budgeted funding and expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
Personnel expenses will increase in 2009 due to the following eleven additional positions, 
offset by the elimination of the hearings technical advisor position: 

Manager of Enforcement
With the addition of a second manager, the responsibilities of the current Manager of 
Audits and Enforcement will be split. This will allow a separation of the functions and 
more focused management. 

Five Compliance Engineers � Relay Maintenance, Vegetation Management, 
Investigations, Penalties/Settlements, Hearings/Appeals 
Additional Compliance Engineers are needed to due to the increased work load. WECC is 
hiring Compliance Engineers who have specific technical experience in fields such as 
vegetation management, relay testing, scheduling and planning. 

Compliance Program Coordinator
Currently, one Compliance Program Coordinator monitors the audit logistics and 
scheduling of WECC’s on-site audits (approximately 20 per year). Table-top audits will 
be implemented this year and will involve at least 75 more annual audits that require 
logistical processing and audit scheduling. 

Data Analyst 
Implementation of the monitoring processes under the CMEP has increased the data 
processing and reporting requirements 

Database Administrator 
The 2008 implementation of the new web portal has created the need for a Database 
Administrator on staff rather than relying on a vendor for technical support. This will also 
result in faster posting of new information and more efficient response times regarding 
change control. 

Data Analyst/Website/Web Portal Support 
As WECC implements the monitoring processes of the CMEP, it becomes apparent that 
the data processing and reporting requirements will continue to increase. 

Administrative Assistant, Compliance 
The Compliance workload has increased and has created the need for another 
Administrative Assistant.  
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Personnel Reduction
Technical Advisor, Hearings
Rather than fill the Technical Advisor position with a WECC employee in 2009, dollars 
have been added to the consultant budget for a backup hearing officer, due to the 
uncertainty of the contested hearings workload. 

Training costs for the Compliance Department that are clearly attributable to the 
Compliance program are budgeted directly to that program. 

Meeting Expenses 
Meeting costs will increase to reflect the increased costs of Compliance User Group 
meetings and workshops. Travel expenditure is budgeted to increase because most audits 
and investigations will require travel. Travel will also be required to participate in appeals 
of decisions resulting from the hearing process.

Operating Expenses 
Costs for computer services for the web portal project are included in the consulting 
budget and will increase from $199,400 to $250,000. The web portal is critical for the 
secure submittal of compliance data by the Registered Entities. The increased budget will 
allow for additions and updates. The consulting budget will increase as the use of 
consultants continues to be the most cost-effective way to provide the additional 
specialized resources needed for investigations, hearings and appeals. The office rent for 
the Compliance Department is easily identifiable due to the size of the department and is 
budgeted directly to the Compliance program.  

HEARINGS
Background 
WECC fundamentally disagrees that the Hearings budget should be embedded in the CMEP 
Budget, though WECC understands that “Hearings” are part of the global Compliance budget, 
WECC believes that the expenditure on Hearings should be separately stated. It is, in WECC’s 
opinion, important that all constituents understand that the Hearings process has a separate 
governance structure and for organizational purposes is not part of Compliance. The WECC 
2009 budget for Hearings is reflected in the following table, these expenditures are embedded in 
the Compliance Program, above. 

2009 Budget 

Total FTEs 3

Total Direct Expenses $941,474

Total Indirect Expenses $392,075

Total Expenses $1,333,549

Program Description and Functions Performed 
Hearing Officers will conduct the evidentiary hearings in the majority of disputes and issue 
initial decisions. The initial decisions, along with exceptions by the parties, will be submitted to a 
Compliance Hearing Body (CHB) panel for consideration and final decision on behalf of the 
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WECC region. In cases of particular complexity or significant regional interest, a CHB panel 
may conduct or participate in the evidentiary hearing. The Legal Department Staff will support 
the Hearing Officers and CHB. Hearing Officers and Legal Department Staff supporting the 
Hearing Officers and CHB will be screened from other Legal Department matters during the 
pendency of a hearing. 

2009 Goals and Objectives 
Streamline hearing procedures to provide timely and thorough review of disputes. 
Retain Hearing Officers for disputes related to compliance violations 

Staffing Needs 
Hiring Plans 

 Not applicable 

 Shared Employees 
Not applicable. 

 Contractors 
Contractors will be used as Hearing Officers. The increase in contractor usage will be 
offset by the reduction in the fixed cost of a permanent WECC Hearing Officer. Using 
contractors will provide greater flexibility to address the sporadic nature of compliance 
disputes.

Summary of 2008 projection and 2009 budgeted funding and expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined in the business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
Personnel expenses will increase in 2009 due to the addition of 11 Compliance 
employees, offset by the reduction of one for a net gain of 10 positions. 

Meeting Expenses 
Hearing Officers will meet with parties and conduct hearings as required by WECC’s 
CMEP. 

Operating Expenses 
Contractors and consultants will be retained to address compliance hearing requirements. 
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Reliability Readiness Evaluation and Improvement Program 

Reliability Readiness Evaluation and Improvement Program Resources 
(in whole dollars) 

     2008 Budget      2008 Projection    2009 Budget
Total FTEs 2 2 2
Total Direct 
Expenses $342,541 $342,541 $216,400

Total Indirect 
Expenses

$111,209 $111,209 $261,383

Total
Expenses $453,750 $453,750 $477,783

Background 
“Readiness Evaluation” is a NERC program designed to assess an entity’s ability to operate 
reliably in the future as well as to determine their readiness to maintain safe and reliable 
operations. Readiness Evaluations are undertaken by a team of industry experts and generate 
examples of excellence that are circulated throughout the industry to improve operations. 
Balancing Authorities, Transmission Operators and Reliability Coordinators are scheduled for 
Readiness Evaluations every three years. 

Note:  In NERC’s 2009 business plan, developed after approval of this plan by WECC, NERC
has eliminated the Reliability Readiness Evaluation and Improvement Program.  In the NERC 
approved plan, 2009 will be a transition year, during which open Readiness recommendations in 
the Region will be monitored to their completion and a reduced set of Evaluations will take 
place.  Due to the uncertainty associated with the final disposition of the NERC program and the 
expectations delegated to WECC at the time this plan was developed and finalized, the potential 
for an under run of 2009 expenditures compared to budget exists, but is difficult to quantify at 
this time. 

Program Description and Functions Performed 
Readiness Evaluations are conducted at entities’ facilities, and involve reviews of documentation 
and interviews with employees. On completion of an evaluation, the team meets with the entity’s 
staff and management personnel, provides details of good operating practices and makes 
recommendations for improvement. Recommendations are tracked for resolution by the 
Operating Practices Subcommittee (OPS), a subgroup of the Operating Committee (OC). 

Readiness Evaluation teams consist of six members: a WECC staff member, a NERC co-lead 
and four industry volunteers drawn from both inside and outside of the Western Interconnection. 
FERC staff persons may also participate. The readiness evaluation program in WECC is under 
the direction of an Assistant Director of Operations. 

2009 Goals and Objectives 
WECC's Readiness Evaluation staff will work to ensure that the evaluation team 
understands operating practices and WECC members are well-prepared for the evaluations.
WECC will conduct 20 Readiness Evaluations in 2009, an increase of three over 2008. 
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Funding Requirements � Explanation of Increase (Decrease)
Although the number of evaluations will increase from 17 to 20 in 2009, the projected funding 
amount has decreased based on experience with 2008 individual evaluations. 

Staffing Needs 
Hiring Plans 
There will be no increase in staff for Readiness Evaluations in 2009. The Assistant 
Director of Operations and two staff members from the Operations group will participate 
in the 20 Readiness Evaluations planned in 2009. 

Shared Employees 
Not applicable. 

Contractors
In 2009, $25,000 has been allocated for consultants. Consultants will be used when 
Readiness Evaluations conflict with the work schedules of WECC Operations staff. 
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Reliability Readiness Evaluations and Improvement Program 
Funding sources and related expenses for the Reliability Readiness Evaluation and Improvement 
section of the 2009 business plan are shown in the table below. 

SOA � Reliability Readiness Evaluations and Improvement Program 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 342,541$      342,541$      -$                    216,400$      (126,141)$              
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 342,541$     342,541$     -$                   216,400$      (126,141)$             

Expenses
Personnel Expenses

Salaries 155,922$      155,922$      -$                    162,000$      6,078$                   
Payroll Taxes 14,745          14,745          -                      -                (14,745)                  
Benefits 45,781          45,781          -                      -                (45,781)                  
Retirement Costs 13,891          13,891          -                      -                (13,891)                  

Total Personnel Expenses 230,339$     230,339$     -$                   162,000$      (68,339)$               

Meeting Expenses
Meetings 18,684$        18,684$        -$                    -$              (18,684)$                
Travel 22,807          22,807          -                      29,400          6,593                     
Conference Calls 579               579               -                      -                (579)                       

Total Meeting Expenses 42,070$       42,070$       -$                   29,400$        (12,670)$               

Operating Expenses
Consultants 32,500$        32,500$        -$                    25,000$        (7,500)$                  
Contracts -                -                -                      -                -                         
Office Rent 12,338          12,338          -                      -                (12,338)                  
Office Costs 7,960            7,960            -                      -                (7,960)                    
Professional Services 15,404          15,404          -                      -                (15,404)                  
Computer Purchase & Maintenance 1,930            1,930            -                      -                (1,930)                    
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 70,132$       70,132$       -$                   25,000$        (45,132)$               

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 342,541$     342,541$     -$                   216,400$      (126,141)$             

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Readiness Evaluation and Improvement
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Summary of 2008 projection and 2009 budgeted funding and expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
There will be no increase in staffing for the Readiness Evaluation Program. 

Meeting Expenses 
Total travel and meeting expenses for the Readiness Evaluation Program have been 
reduced in 2009 as the result of more accurately budgeting expenses based on actual 
dollars spent on individual evaluations from the previous year.  

Operating Expenses 
Consulting expenses for 2009 will be used to cover the evaluations scheduled in 2009. 
The increase is also attributable to the potential need to provide alternate coverage for 
WECC personnel when they are unavailable for Readiness Evaluations due to conflicts in 
work schedules.
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Training, Education, and Operator Certification Program 

Training, Education, and Operator Certification Program Resources 
(in whole dollars) 

    2008 Budget     2008 Projection     2009 Budget
Total FTEs 3 3 3.5
Total Direct 
Expenses $726,090 $726,090 $863,290

Total Indirect 
Expenses

$166,814 $166,814 $457,420

Total
Expenses $892,904 $892,904 $1,320,710

Background  
WECC provides continuing education and training for system operators, schedulers and 
dispatchers. In 2009, WECC will increase the emphasis on training relating to the NERC 
Standards, the Regional Standards and Business Practices.

Program Description and Functions Performed 
WECC conducts training classes 24 to 26 weeks per year in Salt Lake City. The curriculum is 
developed with the assistance of the Operations Training Subcommittee (OTS) of the OC. The 
OTS and WECC staffs also provide an annual training workshop for all WECC-Certified 
Training Instructors. In addition to the Operator Training Program, WECC staff and the OTS 
offer an Executive Overview Workshop that provides a broad overview of system operations for 
non-operational personnel two times each year. 

2009 Goals and Objectives 
WECC will continue to provide high-quality continuing education for system operators, 
schedulers and dispatchers.
WECC will continue to review and revise the curriculum as needed, and will increase the 
emphasis on training relating to the NERC Standards, the Regional Standards and Business 
Practices. 

Funding Requirements � Explanation of Increase (Decrease) 
The WECC Training Program cost is completely offset by the revenue generated from 
registration fees for training sessions. The Operations Training Subcommittee will be required to 
increase training fees and add additional classes to provide adequate funding to cover the training 
program as a consequence of hiring a Manager of Training. This new position will support both 
operator training and WECC member training. It will be 50% funded through the self-funded 
Training Program and 50% through the Operating Committee budget.  

Staffing Needs 
Hiring Plans 
The Training Department currently includes one full-time trainer, one support person and 
one contract training instructor. The contract training instructor’s contract will terminate 
in October of 2008 and WECC will replace the position with a full-time instructor. In 
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2009, one new FTE will be hired to fill the Manager of Training position. This position 
will be responsible for coordinating the development, implementation and documentation 
of all WECC system operators training and will coordinate the reliability coordinator 
training to meet NERC Standards criteria and documentation. The Manager of Training 
will also be responsible for compliance and standards training as requested by members. 

Shared Employees 
Not applicable.

Contractors
The only plans for using contract employees in 2009 will be to support the System 
Overview Workshop sponsored twice per year. 
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Training, Education, and Operator Certification Program 
Funding sources and related expenses for the Training, Education, and Operator Certification 
section of the 2009 business plan are shown in the table below. 

SOA � Training and Education 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments -$ -$              -$ -$ -$
Membership Dues - -                - -                -
Testing Fees - -                - -                -
Services & Software - -                - -                -
Workshops 726,090 726,090 -                      863,290.0 137,200
Interest - -                - -                -
Miscellaneous - -                - -                -

Total Funding 726,090$ 726,090$ -$ 863,290$ 137,200$

Expenses
Personnel Expenses

Salaries 228,423$ 228,423$ 0$                       318,409$ 89,986$
Payroll Taxes 21,853 21,853 - - (21,853)
Benefits 53,942 53,942 - 163,981 110,039
Retirement Costs 20,837 20,837 - - (20,837)

Total Personnel Expenses 325,055$ 325,055$ 0$ 482,390$ 157,335$

Meeting Expenses
Meetings 263,546$ 263,546$ -$ 236,000$ (27,546)$
Travel 51,611 51,611 - 45,900 (5,711)
Conference Calls 868 868 - 3,000 2,132

Total Meeting Expenses 316,025$ 316,025$ -$ 284,900$ (31,125)$

Operating Expenses
Consultants 8,400$ 8,400$ -$ 51,000$ 42,600$
Contracts 18,400 18,400 (0) 38,000 19,600
Office Rent 18,508 18,508 - - (18,508)
Office Costs 16,595 16,595 - 7,000 (9,595)
Professional Services 23,107 23,107 - - (23,107)
Computer Purchase & Maintenance - -                - -                -
Furniture & Equipment - -                - -                -
Miscellaneous - -                - -                -
Contingency - -                - -                -

Total Operating Expenses 85,010$ 85,010$ (0)$ 96,000$ 10,990$

Other Non-Operating Expenses -$ -$             -$ -$ -$

Total Expenses 726,090$ 726,090$ 0$ 863,290$ 137,200$

Change in Assets 0$ -$ (0)$ 0$ 0$

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Training and Education
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
All of the Operator Training and Training Workshops are self-funded through training 
fees.

Personnel Expenses 
In 2009, the Training function will add one full-time position: Manager of Training. This 
position will be responsible for coordinating the development, implementation and 
documentation of all WECC system operator training and for coordinating the reliability 
coordinator training to meet NERC Standards criteria and documentation. The Manager 
of Training will also be responsible for compliance and standards training as requested by 
members. Half of this position is funded by Committees and half is included in the 
Training budget. 

Meeting Expenses 
Based on the number of training sessions forecast in 2009, meetings costs increased 
slightly from 2008. This is primarily due to the increased cost of hosting the sessions. 
Meeting allocations have been eliminated in 2009, creating an apparent reduction in 
meeting costs. 

Operating Expenses 
Consulting fees for the Training Workshops increased in 2009 primarily due to increased 
hourly rates for workshop presenters’ fees. 
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Reliability Assessment and Performance Analysis Program 

Reliability Assessment and Performance Analysis Program Resources 
(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget
Total FTEs 13 13 14
Total Direct 
Expenses $3,279,459 $3,279,459 $2,742,063

Total Indirect 
Expenses $722,859 $722,859 $1,829,681

Total
Expenses $4,002,318 $4,002,318 $4,571,744

Background 
WECC conducts a variety of studies and assessments required for the reliable planning and 
operation of the bulk electric system in the Western Interconnection.  

WECC provides energy and capacity information to NERC for seasonal and long-term reliability 
assessments each year. This information allows NERC to complete the assessments required 
under Section 215 of the Federal Power Act. This work is overseen by the Managing Director of 
Planning and Standards. 

Program Description and Functions Performed 

Transmission Expansion Planning 
WECC assists in meeting the region’s needs for regional transmission planning and analyses. 
WECC accomplishes this by providing impartial and reliable data, public process leadership and 
analytic tools and services.

The Transmission Expansion Planning Policy Committee (TEPPC) — a WECC Board 
Committee — facilitates these activities, operates under a Charter approved by the WECC Board 
and has 17 members representing all classes of stakeholders with representation from all 
geographic sub-regions of WECC. This Committee was established in 2007. The TEPPC charter 
directs three primary functions: 

Overseeing transmission database management. 
Providing policy and management of the planning process. 
Guiding the analysis and modeling for Western Interconnection transmission expansion 
planning.

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

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

TEPPC will also perform studies on congestion in the Western Interconnection for the 
Department of Energy (DOE). This congestion work will allow the DOE to meet its 
requirements under the Energy Policy Act of 2005. 

WECC anticipates that these activities will continue in 2009. 

Loads and Resources 
In 2009, WECC will continue to improve its loads and resources data gathering and analysis. 
The WECC staff, assisting the Loads and Resources Subcommittee (LRS), will provide analysis 
of resource adequacy in the Western Interconnection. Improvements have been made each year 
to both the energy and capacity assessments. Recent improvements include scenario inputs (for 
example, extreme weather) as well as improved modeling and data quality. This work is 
performed by WECC staff under the direction of the PCC and LRS. 

Power Supply Assessment (PSA) 
The WECC PSA is an annual study of the resource capacity margins on a WECC-wide basis. 
The study identifies sub-regions within WECC that have the potential for electricity supply 
shortages, based on reported demand, resource data and transmission constraints. 

The WECC PSA presents the results of a set of resource capacity margin scenarios for the 
Western Interconnection for a ten-year forecast period, based on a deterministic load-resource 
model that examines the effect of various design criteria relative to the load forecast 
requirements. The assessment is based on the physical ability of the Western Interconnection to 
supply all loads, regardless of contractual obligations. 

Studies
WECC staff, based on guidance from the Technical Studies Subcommittee (TSS), develops a 
report concerning operating and transfer conditions. WECC staff prepares study results for TSS 
and PCC approval. These studies are also used in determining stability limits required by NERC 
Reliability Standards. 

The WECC technical staff annually prepares a ten-year data bank of power flow base cases and 
associated stability data reflecting case scenarios, system configurations and operating conditions 
specified by the TSS. 
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2009 Goals and Objectives 

PCC Subcommittee Goals

LRS Goals
– Improve the seasonal assessments through better data definitions and reporting clarity. 
– Improve the NERC Long term Reliability Assessment (NERC LTRA) though well-

defined scenarios and factual assessments. 
– Expand participation in NERC meetings in developing definitions and in the drafting of 

NERC reports. 
– Participate in the development of scenarios for the 2009 NERC LTRA. 
– Participate in the NERC standards development process on issues that pertain to 

assessments and data collection or other loads and resources assignments. 

TSS and System Review Work Group (SRWG) Goals
– Participate in NERC standards drafting teams when appropriate. 
– Allocate responsibility for the WECC procedures/policies/processes and input into 

standards where needed. 
– Provide additional General Electric (GE) and Power Technology Inc. (PTI) training for 

WECC Base Case Engineers. 
– Participate in the GE and PTI users groups. 

Reliability Subcommittee Goals
– Continue to develop the Voltage Ride Through criterion.
– Continue to develop the Transmission Availability Database to include planned outages. 
– Participate in the NERC standards drafting teams when appropriate. 

Modeling and Validation Work Group (MVWG) Goals
– Define and implement the single-phase induction motor model, which involves the 

NERC Transmission Issues Subcommittee (TIS) and its report on AC load tripping. 
– Actively participate in the development of NERC Standards MOD-024, 25, 26, 27 and 

PRC-019.

Disturbance Monitoring Work Group (DMWG Goals)
– Identify desirable sites for the additional Performance Monitors funded for 2009 and 

persuade the transmission operators to install the devices. 
– Conduct a workshop regarding modeling tools. 
– Provide for analysis of system events. 
– Improve disturbance data exchange/availability.

TEPPC Goals
– Finalize the 2008 Annual Report. 
– Perform all 2009 requested studies from the subregional planning groups. 
– Improve the transmission database through additional data requests, reviews and 

screening.
– Implement the lessons learned from the 2008 process. 
– Finalize the 2009 DOE congestion studies, including definitions, timeline and metrics. 
– Improve functionality of work groups through more stakeholder participation. 
– Provide additional ProMod training for WECC staff. 
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Funding Requirements � Explanation of Increase (Decrease) 
The total cost of WECC’s Reliability Assessment and Performance Analysis Program in 2009 is 
$4,571,744. The actual increase in costs for this function is attributable to costs associated with 
hiring a Reliability Engineer and increased TEPPC meeting costs associated with the DOE 
congestion studies. Consulting costs will also increase due to training and education, testing and 
side-by-side conversion activities associated with the transition of the loads and resources 
analysis data from the current modeling software — the Supply Adequacy Model (SAM) — to 
the ProMod model. 

Staffing Needs 
Hiring Plans 
WECC will recruit a Reliability Engineer in 2009 to assist with the increased number of 
studies required. These include the 2009 DOE congestion studies and as many as 20 
additional economic and congestion studies requested by the Subregional Planning 
Groups and Transmissions Providers (TPs) as part of the TEPPC study cycle. This 
position is needed to perform these additional studies. WECC will also recruit a 
Renewable Engineer reporting to the Managing Director of Planning and Standards. This 
position will provide support on reliability and policy issues across four disciplines:
Transmission Planning, Standard Setting, Operations and Market Interface. Personnel 
expenses associated with this position are reflected in the General and Administrative 
budget.

 Shared Employees 
 Not applicable. 

 Contractors 
Consulting costs will increase due to activities associated with the transition of the loads 
and resources data from the SAM to the ProMod model. 
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SOA � Reliability Assessment and Performance Analysis 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 3,279,459$    3,279,459$   -$                    2,656,981$    (622,478)$              
Membership Dues -                 -                -                      -                 -                         
Testing Fees -                 -                -                      -                 -                         
Services & Software -                 -                -                      85,082           85,082                   
Workshops -                 -                -                      -                 -                         
Interest -                 -                -                      -                 -                         
Miscellaneous -                 -                -                      -                 -                         

Total Funding 3,279,459$   3,279,459$ -$                   2,742,063$    (537,396)$             

Expenses
Personnel Expenses

Salaries 1,011,574$    1,011,574$   (0)$                      1,094,310$    82,736$                 
Payroll Taxes 87,087           87,087          -                      -                 (87,087)                  
Benefits 297,552         297,552        -                      81,045           (216,507)                
Retirement Costs 90,293           90,293          -                      -                 (90,293)                  

Total Personnel Expenses 1,486,506$   1,486,506$ (0)$                     1,175,355$    (311,151)$             

Meeting Expenses
Meetings 121,447$       121,447$      -$                    135,450$       14,003$                 
Travel 148,246         148,246        -                      119,330         (28,916)                  
Conference Calls 3,763             3,763            -                      32,000           28,237                   

Total Meeting Expenses 273,456$      273,456$     -$                   286,780$       13,324$                

Operating Expenses
Consultants 254,568$       254,568$      0$                       683,000$       428,432$               
Contracts 588,000         588,000        0                         294,568         (293,432)                
Office Rent 80,200           80,200          -                      -                 (80,200)                  
Office Costs 474,053         474,053        -                      252,360         (221,693)                
Professional Services 100,132         100,132        -                      -                 (100,132)                
Computer Purchase & Maintenance 22,544           22,544          -                      50,000           27,456                   
Furniture & Equipment -                 -                -                      -                 -                         
Miscellaneous -                 -                -                      -                 -                         
Contingency -                 -                -                      -                 -                         

Total Operating Expenses 1,519,497$   1,519,497$ 0$                      1,279,928$    (239,569)$             

Other Non-Operating Expenses -$              -$             -$                   -$               -$                      

Total Expenses 3,279,459$   3,279,459$ 0$                      2,742,063$    (537,396)$             

Change in Assets 0$                 -$             (0)$                     0$                  0$                         

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Reliability Assessment and Performance Analysis
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. Funding of $85,082 is received from a user-funded data collection 
service hosted by WECC. 

Personnel Expenses 
The increase in 2009 personnel expenses is attributable to the recruitment of a Reliability 
Engineer who will provide support to TEPPC on the DOE congestion studies. Personnel 
expenses associated with the Renewable Engineer position are reflected in the General 
and Administrative budget. This position will provide support on reliability and policy 
issues across four disciplines:  Transmission Planning, Standard Setting, Operations and 
Market Interface.

Training costs for the Reliability Assessment and Performance Analysis program are 
clearly attributable to this program and are budgeted directly to it. 

Meeting Expenses 
The increase in 2009 meeting expenses is attributable to an anticipated increase in the 
number of TEPPC meetings with associated travel and accommodation costs. 

Operating Expenses 
The increase in 2009 operating expenses is attributable to consulting costs employed to 
support the transition from the SAM model to the ProMod model.  
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Situational Awareness and Infrastructure Security Program 

Situational Awareness and Infrastructure Security Program Resources 
(in whole dollars) 

     2008 Budget      2008 Projection    2009 Budget
Total FTEs 49 49 54
Total Direct 
Expenses $18,007,842 $18,007,842 $14,143,679

Total Indirect 
Expenses $2,724,623 $2,724,623 $7,057,342

Total
Expenses $20,732,465 $20,732,465 $21,201,021

Background 
In 2006, the WECC Board initiated the Reliability Coordination Strategic Initiative in order to 
create two WECC-wide Reliability Coordination Centers that are separate and independent from 
any host and to create complete redundancy of operations. This will allow each center to back-up 
the other while complying with all WECC and NERC standards and will provide a common 
Energy Management System (EMS) and set of tools for the reliability coordinators. The two 
Reliability Coordination Centers will be located at Fort Collins, Colorado and Vancouver, 
Washington and, along with the EMS Data Centers, will be hosted by WECC. In late 2007, 
WECC decided to advance the project completion date from 2009 to 2008 and to fund the project 
acceleration through a $6 million line of credit. 

Program Description and Functions Performed 
WECC Reliability Coordinators are responsible for monitoring and responding to real-time 
conditions on the bulk power system in the Western Interconnection. They also provide 
leadership, coordination, technical assistance to the Balancing Authorities and other entities 
within WECC and issue directives in order to protect system reliability. 

The EMS and IT teams located at both Reliability Coordination Centers will provide on-site 
support for the real-time operating system, advanced applications, model updating and reliability 
coordinator tools. They also are responsible for conducting studies, developing mitigation plans 
and assisting the real-time reliability coordinators during system events.  

2009 Goals and Objectives 
The primary goal of the WECC situational awareness and infrastructure security program is to 
provide proactive response to conditions on the bulk electric system that ensure the safe and 
reliable operation of the Western Interconnection. To achieve this goal, WECC will purchase 
simulators for both Reliability Coordination Centers to provide employees with practical 
experience on the WECC interconnected bulk electric system.  

Funding Requirements � Explanation of Increase (Decrease) 
The 2009 budget (total of direct and indirect costs) for Situational Awareness and Reliability 
Coordination activities in 2009 is $21,201,021, an increase of $468,556 compared to 2008. A 
major element of 2009 budget relates to payment on the $6 million dollar line of credit obtained 
in 2008 to accelerate the completion of the Reliability Coordination Strategic Initiative. The 
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budget also includes recruitment and relocation costs associated with the hiring of reliability 
coordination employees during this effort. 

Staffing Needs 
Hiring Plans  
There will be an increase of five FTEs in 2009, as described below, for a total of 54 
reliability coordination employees; a compliance manager, two administrative assistants 
and two EMS support engineers that were deferred from 2008 until 2009 to coincide with 
the maintenance requirements of the West-wide System Model.  

Reliability Coordination Compliance Manager 
The reliability coordination function is responsible for 358 requirements of the 
mandatory standards, including the CIP (Critical Infrastructure Protection) standards. 
These standards have numerous reporting, testing, training and documentation 
management requirements for us to establish compliance. This position will also be 
responsible for WECC Region Reliability Organization compliance, which is currently 
outsourced.

Two Administrative Assistants 
Two Administrative Assistants are required to provide general administrative support to 
the Reliability Coordination Center staffs. One will be located in Vancouver, Washington 
and one will be located in Fort Collins, Colorado. 

Two Reliability Coordination Positions 
Two EMS positions were approved by the WECC Board of Directors as part of the 
acceleration of the implementation Reliability Coordination Initiative, as one half FTEs 
in the 2008 Amended Budget. These positions are reflected as additions to the 2009 
personnel budget. 

Shared Employees 
Not applicable.

 Contractors 
Additional staffing requirements will be met with contractors on an as needed basis. 
These roles are typically very narrow in scope and require specific expertise.
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Situational Awareness and Infrastructure Security Program 
Funding sources and related expenses for the situation awareness and infrastructure security 
section of the 2009 business plan are shown in the table below. 

SOA � Situational Awareness and Infrastructure Security 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 12,155,428$ 12,155,428$ -$                    14,143,679$ 1,988,251$
Membership Dues -                    -                -                      - -
Testing Fees -                    -                -                      - -
Services & Software -                    -                -                      - -
Workshops -                    -                -                      - -
Interest -                    -                -                      - -
Miscellaneous 5,852,414 5,852,414 -                      - (5,852,414)

Total Funding 18,007,842$ 18,007,842$ -$                   14,143,679$ (3,864,163)$

Expenses
Personnel Expenses

Salaries 5,168,145$ 5,168,145$ 0$                       6,390,937$ 1,222,792$
Payroll Taxes 484,057            484,057 0                         - (484,057)
Benefits 1,453,221 1,453,221 0                         327,671 (1,125,550)
Retirement Costs 41,697              41,697 (0)                        - (41,697)

Total Personnel Expenses 7,147,119$ 7,147,120$ 1$                      6,718,608$ (428,512)$

Meeting Expenses
Meetings 28,026$            28,026$ -$                    -$ (28,026)$
Travel 193,791            193,791 -                      96,000 (97,791)
Conference Calls 868                   868 -                      4,800 3,932

Total Meeting Expenses 222,685$         222,685$ -$                   100,800$ (121,885)$

Operating Expenses
Consultants 4,141,865$ 4,141,865$ (0)$                      42,000$ (4,099,865)$
Contracts 1,621,392 1,621,392 -                      486,000 (1,135,392)
Office Rent 274,108            274,108 -                      479,568 205,460
Office Costs 375,645            375,645 -                      2,448,640 2,072,995
Professional Services 566,707            566,707 -                      540,000 (26,707)
Computer Purchase & Maintenance 3,658,320 3,658,320 -                      72,000 (3,586,320)
Furniture & Equipment -                    -                -                      - -
Miscellaneous -                    -                -                      - -
Contingency -                    -                -                      - -

Total Operating Expenses 10,638,037$ 10,638,037$ (0)$                     4,068,208$ (6,569,829)$

Other Non-Operating Expenses -$                 -$             -$                   3,256,063$ 3,256,063$

Total Expenses 18,007,842$ 18,007,842$ 0$                      14,143,679$ (3,864,163)$

Change in Assets 0$                    -$ (0)$                     -$ -$

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Situational Awareness and Infrastructure Security
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
The primary driver for the decrease in the 2009 budget is the conversion of contractor 
employees into WECC employees. Budgeted payroll benefits for contractors were 
included in the labor account for 2008. WECC employee payroll benefits, with the 
exception retention and training costs, are included in the payroll benefits accounts in the 
General and Administrative budget. These are spread to the Program areas as indirect 
costs. However, $270,000 of retention costs and $58,000 of training costs, which are 
clearly attributable to the Situational Awareness and Infrastructure Security program, 
have been budgeted directly.

Meeting Expenses 
The travel and meeting budget in 2008 included expenses to complete the establishment 
of the two new Reliability Coordination Centers. The centers will be operational in 2009, 
reducing the need for travel and meetings. 

Operating Expenses 
Operating expenses will decrease due to completion of the Reliability Coordination 
Centers in 2008. Upfront one-time costs to bring the centers on-line were incurred in 
2008. Office costs are budgeted directly to this program due to the separate nature of the 
Vancouver, Washington and Fort Collins, Colorado Reliability Coordination Centers. 

Other Non-Operating Expenses 
Other non-operating expenses will increase due to a scheduled line of credit principal and 
interest payment in early 2009.   
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Administrative Services 

Administrative Services Resources 
(in whole dollars) 

   2008 Budget 2008 Projection 2009 Budget 

Total FTEs 21.0 21.0 32.5
Total Indirect Funding $ 6,180,957 $ 6,180,957 $14,049,338

Technical Committees and Members� Forums 

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

Program Description and Functions Performed 
Eight Board committees recommend policy on various reliability issues, or handle governance, 
finance and human resource matters. They are: 

Operating Transfer Capability Policy Committee – provides coordinated standards 
development and determination of seasonal operating transfer capabilities within the 
Western Interconnection. 
Transmission Expansion Planning Policy Committee – oversees database management, 
provides policy and management of the planning process, and guides the analyses and 
modeling for the Western Interconnection’s transmission expansion planning.  
Governance and Nominating Committee – nominates Board candidates and recommends 
Bylaws and other governance changes. 
Human Resources and Compensation Committee – oversees human resources and WECC 
employee compensation. 
Reliability Policy Issues Committee – reviews policy-level reliability issues and develops 
appropriate recommendations for Board consideration. 
Reliability Management System Reliability Compliance Committee – ensures compliance 
with standards under the WECC Reliability Management System. The committee’s 
responsibilities for the United States have largely been superseded by the WECC CMEP. 
Finance and Audit Committee – develops and recommends budgets, and assists the Board 
in maintaining the integrity of WECC’s financial reporting. 
Reliability Coordination Committee – provides advice concerning reliability coordination 
operations, personnel and budget to the WECC Board and the WECC CEO. 

Standing Committees 
The Joint Guidance Committee – The JGC ensures that the Standing Committees (described 
below) and associated subcommittees coordinate and communicate regarding electric system 
reliability and market issues. 
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Standing Committees: 
Operating Committee – The OC advises and makes recommendations to the Board on all 
WECC-related matters that apply to maintaining reliability through the operation and 
security of the Western Interconnection interconnected bulk electric power systems. The 
OC has nine subcommittees. 
Planning Coordination Committee – The PCC recommends criteria for determining the 
adequacy of power supply and for elements of system design that affect the reliability of 
the interconnected bulk electric power systems. The PCC collects data and studies the 
operation of the interconnected systems necessary to determine the reliability of the 
Western regional bulk electric power system. The PCC evaluates proposed facility 
additions or modifications based on established reliability criteria. The PCC has four 
subcommittees. 
Market Interface Committee – The MIC considers matters pertaining to the impact of 
reliability standards, practices and procedures on the commercial electricity market in the 
Western Interconnection and facilitates analysis of the impact of electricity market 
practices on electric system reliability. The MIC has two subcommittees. 

2009 Goals and Objectives 
WECC’s primary goal is to assist the committees in meeting their charters and achieving 
their goals by providing studies, expert advice and perspective on matters pertaining to 
the Western Interconnection bulk electric power system. This will be achieved by 
providing subject matter experts in areas such as planning, system operations, reliability 
coordination and market interface.  
WECC will continue to provide logistics support for meetings and required postings.  

Funding Requirements � Explanation of Increase (Decrease) 
The cost of WECC’s Board and the Standing Committees in 2009 is $2,615,670. The increase in 
cost is due to the addition of an operations staff position and to increased travel and 
accommodation expenses. Half of the cost of the Training Manager is included in the Technical 
Committees and Members’ Forums budget 

Staffing Needs 
Hiring Plans 
The Operating staff position will address WECC’s increasing responsibility and its 
support role for the OC, and the development and implementation of the permanent 
Frequency Response Reserves Standard. The Training Manager’s involvement in the 
development of an improved, training program will benefit all WECC members. 

 Shared Employees 
Not applicable. 

 Contractors
The Operating Committee has budgeted $150,000 for upgrades to the Western 
Interchange Tool software, and to the Unscheduled Flow Mitigation Tool (webSAS). The 
maintenance for Western Interchange Tool is budgeted at $564,000. 
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Technical Committees and Members� Forums 
Funding sources and related expenses for the Members’ Forums section of the 2009 business 
plan are shown in the table below. 

SOA � Technical Committees and Member Forums 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 1,674,211$    1,674,211$   -$                    2,615,670$    941,459$               
Membership Dues -                 -                -                      -                 -                         
Testing Fees -                 -                -                      -                 -                         
Services & Software -                 -                -                      -                 -                         
Workshops -                 -                -                      -                 -                         
Interest -                 -                -                      -                 -                         
Miscellaneous -                 -                -                      -                 -                         

Total Funding 1,674,211$   1,674,211$ -$                   2,615,670$    941,459$              

Expenses
Personnel Expenses

Salaries 448,773$       448,773$      0$                       607,094$       158,321$               
Payroll Taxes 29,496           29,496          -                      -                 (29,496)                  
Benefits 91,556           91,556          -                      19,400           (72,156)                  
Retirement Costs 27,778           27,778          -                      -                 (27,778)                  

Total Personnel Expenses 597,603$      597,603$     0$                      626,494$       28,891$                

Meeting Expenses
Meetings 37,368$         37,368$        -$                    406,000$       368,632$               
Travel 45,614           45,614          -                      241,756$       196,142                 
Conference Calls 1,158             1,158            -                      24,440$         23,282                   

Total Meeting Expenses 84,140$        84,140$       -$                   672,196$       588,056$              

Operating Expenses
Consultants 213,000$       213,000$      (0)$                      60,000$         (153,000)$              
Contracts 34,000           34,000          -                      714,000         680,000                 
Office Rent 24,677           24,677          -                      -                 (24,677)                  
Office Costs 653,120         653,120        (0)                        117,880         (535,240)                
Professional Services 30,811           30,811          -                      425,100         394,289                 
Computer Purchase & Maintenance 36,860           36,860          -                      -                 (36,860)                  
Furniture & Equipment -                 -                -                      -                 -                         
Miscellaneous -                 -                -                      -                 -                         
Contingency -                 -                -                      -                 -                         

Total Operating Expenses 992,468$      992,468$     (0)$                     1,316,980$    324,512$              

Other Non-Operating Expenses -$              -$             -$                   -$               -$                      

Total Expenses 1,674,211$   1,674,211$ 0$                      2,615,670$    941,459$              

Change in Assets 0$                 -$             (0)$                     -$               -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Technical Committees and Member Forums
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
Personnel expenses in 2009 will increase to accommodate the salary costs and benefits 
associated with the recruitment of an operations staff member. In addition, one half of the 
Manager of Training’s time will be charged to Technical Committees and Members’ 
Forums. Eventually, the cost of the Training Manager will be self-funded by training 
tuition. For the first year, WECC anticipates that work to develop the expanded training 
program will be required. This will not generate the revenue required to fully fund the 
position, but will benefit all members. Training costs attributable for the Operating 
Committee and the Market Interface Committee are budgeted directly to Technical 
Committees and Members’ Forums.  

Meeting Expenses 
Meetings and travel expenses have been budgeted at 2007 actual levels. These expenses 
have been increased for the requirements of new employees and the expected increase in 
meeting and travel costs. The 2008 amounts appear low because they have been allocated 
to the programs. Meeting costs are budgeted to the programs in 2009 as direct expenses. 

Operating Expenses 
Consultant costs have decreased because the Planning and Western Interchange Tool 
development was budgeted in 2008, but not in 2009. The OC reduced its Consultant 
budget from $213,000 in 2008 to $60,000 in 2009. 

Expenses of $564,000 for the Western Interchange Tool were budgeted within the Office 
Cost category in 2008 and are budgeted in contracts for 2009. 

Professional Services (Non-affiliated Director fees and expenses) were allocated to the 
program areas in 2008. In 2009, the total of these expenses appear in the Committees and 
Forums budget. 
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General and Administrative 

Functional Description 
The purpose of the General and Administrative staff program area is to provide executive 
leadership to WECC, and communications and administrative support to WECC staff, 
committees and members. 

2009 Goals and Objectives 
The primary goal for the administrative function for 2009 is to increase the level of 
professionalism of WECC administrative staff, and improve the quality of support provided.

Funding Requirements � Explanation of Increase (Decrease) 
Funding requirements for General and Administrative have increased due to the addition of three 
positions. The significant increase in payroll overheads and benefits in 2009 is due to a 
reallocation of these expenses from the individual program budgets to the General and 
Administrative budget. All administrative costs are allocated to the individual program budgets 
as indirect costs based on FTEs. 

Staffing Needs 
 Hiring Plans 

Three positions will be added to the 2009 Budget: 

Renewable Resources Position 
A senior engineer or analyst is required to provide support on reliability and policy issues 
with respect to renewable resources in the Western Interconnection in four areas:  
Transmission Planning, Standard Setting, Operations and Market Interface. This position 
will provide improved and expanded support to members in accordance with the Strategic 
Plan. This position will report to the Managing Director of Planning and Standards.

Office Manager 
The Strategic Plan identified an opportunity for improvement in the administrative area. 
As the complexity of the organization increases, it is necessary to enhance the level and 
quality of the administrative support provided to WECC members and staff. This position 
is required to provide leadership and direction to the administrative support staff. In 
addition, this position will assume responsibility for arranging Board of Director and 
Committee Meetings, document control, and skills development of the administrative 
staff. 

Administrative Assistant, Operating Committee/Standards 
A dedicated Administrative Assistant is needed to assist the Operations Group with data 
entry for the Readiness Evaluation and Disturbance Logs. This assistant will prepare the 
Daily Status Report, the weekly callout submittals and the annual update to the Remedial 
Action Scheme. This position will also provide support to OC to ensure Due Process and 
Meeting Approval items are posted and distributed in a timely and accurate manner as 
well as to the Standards Group with Standards Posting and distribution. These functions 
are currently performed by engineers. 
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Shared Employees 
Not applicable.

 Contractors 
In 2009, $22,000 specifically related to addressing NERC requests, has been budgeted for 
minor consulting and administrative projects. 
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General and Administrative 
Funding sources and related expenses for the general and administrative section of the 2009 
business plan are shown in the table below. 

SOA � General and Administrative 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 2,757,030$    2,757,030$ -$                    8,501,713$ 5,744,683$            
Membership Dues -                 -                -                      -                -                         
Testing Fees -                 -                -                      -                -                         
Services & Software -                 -                -                      -                -                         
Workshops -                 -                -                      -                -                         
Interest 609,400         609,400        -                      645,593        36,193                   
Miscellaneous 8,400             8,400            -                      9,300            900                        

Total Funding 3,374,830$    3,374,830$ -$                   9,156,606$ 5,781,776$           

Expenses
Personnel Expenses

Salaries 1,022,801$    1,022,801$ (0)$                      2,179,735$ 1,156,934$            
Payroll Taxes (58,731)          (58,732)         (1)                        1,270,888     1,329,620              
Benefits 251,777         251,777        -                      2,518,602     2,266,825              
Retirement Costs 76,388           76,388          -                      1,146,404     1,070,016              

Total Personnel Expenses 1,292,235$    1,292,234$ (1)$                     7,115,628$ 5,823,394$           

Meeting Expenses
Meetings 68,543$         68,543$        -$                    5,000$          (63,543)$                
Travel 125,439         125,439        -                      293,100        167,661                 
Conference Calls 3,184             3,184            -                      6,000            2,816                     

Total Meeting Expenses 197,166$      197,166$     -$                   304,100$      106,934$              

Operating Expenses
Consultants 525,000$       525,000$      -$                    22,000$        (503,000)$              
Contracts 15,000           15,000          0                         -                (15,000)                  
Office Rent 67,861           67,861          -                      360,000        292,139                 
Office Costs 61,285           61,285          -                      274,378        213,093                 
Professional Services 84,728           84,728          -                      80,500          (4,228)                    
Computer Purchase & Maintenance 10,614           10,614          -                      -                (10,614)                  
Furniture & Equipment -                 -                -                      -                -                         
Miscellaneous -                 -                -                      -                -                         
Contingency -                 -                -                      -                -                         

Total Operating Expenses 764,488$      764,488$     0$                      736,878$      (27,610)$               

Other Non-Operating Expenses 1,120,942$    1,120,942$ -$                   1,000,000$ (120,942)$             

Total Expenses 3,374,831$    3,374,830$ (1)$                     9,156,606$ 5,781,776$           

Change in Assets (1)$                -$             1$                      (0)$                (0)$                        

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

General and Administrative
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
The 2008 personnel expenses appear low due to their allocation to the programs as direct 
costs. In 2009, all administrative costs are reflected in General and Administrative and 
are allocated to programs as indirect costs. 

Meeting Expenses 
Meetings expenses have been budgeted in the program areas. In 2008, meeting costs were 
budgeted in General and Administrative, and allocated as direct costs to the program 
areas. Travel costs have increased due to the increased number of employees. 2008 travel 
costs appear lower as a result of discontinuing the allocation of travel costs to the 
program areas in 2009. 

Operating Expenses 
In 2008, Information Technology consultants and computer equipment were budgeted in 
General and Administrative. In 2009, these costs have been budgeted in the IT area.

Office rent and office costs were allocated to the programs as direct costs in 2008. 
Identifiable office rent costs (for Compliance and the Reliability Coordination Centers) 
are budgeted in the associated programs’ area. In the 2009 budget, the administrative 
department costs are collected in the General and Administrative area in total and 
allocated to the programs as indirect costs.
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Legal and Regulatory 

Functional Description 
WECC is establishing a Legal Department to provide coordinated legal services to WECC and to 
reduce increasing costs associated with outside legal representation. The Legal Department will 
advise on regulatory and legal issues affecting each WECC department and Committee. The 
Legal Department will also provide legal interpretations of relevant statutes, regulations, court 
opinions and regulatory decisions. Routine legal matters will be addressed in-house to reduce 
overall legal costs and to provide coordinated review of issues that are common across 
departments. Major efforts may be outsourced to select law firms, but responsibility for all legal 
matters remains with the General Counsel and Legal Department.

2009 Goals and Objectives 
Provide efficient, cost effective legal support to the Board of Directors, Committees and 
staff through a combination of in-house and outside resources. 
Update and advise the CEO on pending legal issues. 
Draft separation of function guidelines for WECC and provide advice on their 
requirements. 
Advise WECC departments on specific legal matters and general matters relating to WECC 
business.
Represent WECC in legal and regulatory proceedings. 
Work with internal departments to establish a document management system to track 
agreements. 
Manage the legal budget by developing a process to review and approve all legal invoices 
and a tracking system to determine actual legal costs associated with individual projects.
Expand on bringing legal support in-house through hiring of additional personnel in the 
legal department.

Funding Requirements � Explanation of Increase (Decrease) 
The increase in funding reflects hiring associated with the creation of an in-house legal 
department which will enhance in-house expertise. This will reduce costs across WECC for 
professional services at a time when the legal needs are increasing due WECC’s new roles.

Staffing Needs 
Hiring Plans 
WECC’s legal department was established in early 2008 with the recruitment of a general 
counsel. The 2009 budget contains funding for two attorneys and a paralegal.

Shared Employees 
Not applicable.

 Contractors 
Not applicable 
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Legal and Regulatory 
Funding sources and related expenses for the legal and regulatory section of the 2009 business 
plan are shown in the table below. 

SOA � Legal and Regulatory 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 381,000$ 381,000$      -$                    852,208$ 471,208$               
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 381,000$ 381,000$     -$                   852,208$ 471,208$              

Expenses
Personnel Expenses

Salaries -$              -$              -$                    583,200$ 583,200$               
Payroll Taxes -                -                -                      -                -                         
Benefits -                -                -                      -                -                         
Retirement Costs -                -                -                      -                -                         

Total Personnel Expenses -$             -$             -$                   583,200$ 583,200$              

Meeting Expenses
Meetings -$              -$              -$                    3,000$          3,000$                   
Travel -                -                -                      -                -                         
Conference Calls -                -                -                      -                -                         

Total Meeting Expenses -$             -$             -$                   3,000$          3,000$                  

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent -                -                -                      -                -                         
Office Costs -                -                -                      -                -                         
Professional Services 381,000 381,000        (0)                        266,008 (114,992)                
Computer Purchase & Maintenance -                -                -                      -                -                         
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 381,000$ 381,000$     (0)$                     266,008$ (114,992)$             

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 381,000$ 381,000$     (0)$                     852,208$ 471,208$              

Change in Assets (0)$               -$             0$                      0$                 0$                         

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Legal and Regulatory
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
Personnel expenses will increase due to the increase in staffing levels and recruiting 
costs.

Meeting Expenses 
Not applicable.

Operating Expenses 
Outside counsel will be retained to address specific issues identified by the General 
Counsel and where ethical requirements prohibit the participation of Legal Department 
attorneys.  
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Information Technology 

Functional Description 
WECC’s Information Technology (IT) consists of systems support including: data, email, 
telephone systems, and web site maintenance. In addition, IT includes small development 
projects and contracts with various service providers. It also includes a small staff to administer 
the IT infrastructure at WECC.  

An IT Network Engineer provides desk-side services and network administration to an 
increasing population of WECC employees based in additional locations. System upgrades have 
been necessary in 2008 to accommodate this growth. The associated increase in number of 
computers, telephones, and new data requirements has required the use of contract services from 
time to time. As a consequence of this growth WECC will increase IT support staff. 

2009 Goals and Objectives 
The primary goal for 2009 is to manage the growth of the organization and meet customers’ 
expectations for reliable IT infrastructure. Additional goals include: 

Establish a system development life cycle process. 
Establish a requirements-based solution system that improves delivery of small 
development projects. 
Support the IT requirements created by staff growth in the Salt Lake City and Vancouver 
offices, and in the new Reliability Coordination Centers.  

Funding Requirements � Explanation of Increase (Decrease) 
The increase in the 2009 budget is attributable to the IT requirements associated with the two 
new remote sites at Vancouver, Washington and Fort Collins, Colorado. These requirements 
include the purchase of new computers, servers, software and licensing. A webmaster position 
was added to the 2008 budget. Consulting expenses will increase in order to provide support for 
the SharePoint Server and the network systems within WECC.  

Staffing Needs 
Hiring Plans 
Not applicable.  

Shared Employees 
Not applicable. 

 Contractors 
Consulting expenses will increase as a consequence of supporting the SharePoint Server 
and the network systems within the organization. WECC will continue to rely on 
consultants on an as needed basis throughout 2009. These costs were budgeted in the 
General and Administration area in 2008 and are budgeted in IT for 2009.
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Information Technology 
Funding sources and related expenses for the information technology section of the 2009 
business plan are shown in the table below. 

SOA � Information Technology 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 406,067$      406,067$      -$                    1,005,207$    599,140$               
Membership Dues -                -                -                      -                 -                         
Testing Fees -                -                -                      -                 -                         
Services & Software -                -                -                      -                 -                         
Workshops -                -                -                      -                 -                         
Interest -                -                -                      -                 -                         
Miscellaneous -                -                -                      -                 -                         

Total Funding 406,067$     406,067$     -$                   1,005,207$    599,140$              

Expenses
Personnel Expenses

Salaries 174,888$      174,888$      -$                    208,467$       33,579$                 
Payroll Taxes 22,123          22,123          -                      -                 (22,123)                  
Benefits 68,667          68,667          -                      -                 (68,667)                  
Retirement Costs 20,837          20,837          -                      -                 (20,837)                  

Total Personnel Expenses 286,515$     286,515$     -$                   208,467$       (78,048)$               

Meeting Expenses
Meetings 28,026$        28,026$        -$                    -$               (28,026)$                
Travel 34,211          34,211          -                      -                 (34,211)                  
Conference Calls 868               868               -                      -                 (868)                       

Total Meeting Expenses 63,105$       63,105$       -$                   -$               (63,105)$               

Operating Expenses
Consultants -$              -$              -$                    25,000$         25,000$                 
Contracts -                -                -                      300,000         300,000                 
Office Rent 18,508          18,508          -                      -                 (18,508)                  
Office Costs 11,937          11,937          -                      77,660           65,723                   
Professional Services 23,107          23,107          -                      -                 (23,107)                  
Computer Purchase & Maintenance 2,895            2,895            -                      394,080         391,185                 
Furniture & Equipment -                -                -                      -                 -                         
Miscellaneous -                -                -                      -                 -                         
Contingency -                -                -                      -                 -                         

Total Operating Expenses 56,447$       56,447$       -$                   796,740$       740,293$              

Other Non-Operating Expenses -$             -$             -$                   -$               -$                      

Total Expenses 406,067$     406,067$     -$                   1,005,207$    599,140$              

Change in Assets -$             -$             -$                   -$               -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Information Technology
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
Personnel expenses will increase due to the increase in the number of computers, 
telephones, and new data requirements. 

Meeting Expenses 
Not applicable. 

Operating Expenses 
The increase in operating expenses is attributable to the growth of the organization and 
the associated need for new computers, servers, software and licensing. Consulting 
expenses will increase as a consequence of supporting the SharePoint Server and the 
network systems within the organization. These expenses were budgeted in the General 
and Administrative budget in 2008. For 2009, they appear in the IT budget.
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Human Resources 

Functional Description 
Since 2006, WECC has grown from 46 employees to a projected 144 total employees by the end 
of 2009. WECC’s Human Resources (HR) functions are presently carried out by the Director of 
Human Resources and an HR Assistant. This HR team is responsible for all human resources 
functions, including management advice and counsel, recruitment, staffing, compensation, 
benefits, safety and health, payroll, employee relations, and employee training and development. 

As the headcount growth levels off, the focus will turn from recruitment toward employee 
development and retention, as well as establishing and documenting the HR processes and 
systems needed to effectively support the larger organization size while minimizing cost. 

2009 Goals and Objectives 
The department’s objective is to provide effective HR support to WECC management and 
employees by developing and implementing policies, programs and services that contribute to 
the attainment of the organization and individual employee goals. 

Funding Requirements � Explanation of Increase (Decrease) 
The 2009 HR budget of $264,600 reflects an increase from 2008 due to the recruitment of an HR 
generalist and the movement of the HR administrative assistant from the General and 
Administrative budget to the HR program area. All other expenses are budgeted as part of the 
WECC General and Administrative category. 

Staffing Needs 
Hiring Plans 
An HR generalist is budgeted to be hired in 2009. This position will provide day-to-day 
support for the Reliability Coordination Centers in Vancouver, Washington and Fort 
Collins, Colorado.

 Shared Employees 
Not applicable. 

 Contractors
No contractors are anticipated in 2009. 
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Human Resources 
Funding sources and related expenses for the human resources section of the 2009 business plan 
are shown in the table below. 

SOA � Human Resources 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 201,571$ 201,571$ -$                    264,600$ 63,029$                 
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 201,571$ 201,571$ -$                   264,600$ 63,029$                

Expenses
Personnel Expenses

Salaries 124,510$ 124,510$ -$                    264,600$ 140,090$               
Payroll Taxes 7,374            7,374 -                      -$              (7,374)                    
Benefits 22,890          22,890 -                      -$              (22,890)                  
Retirement Costs 6,946            6,946 -                      -$              (6,946)                    

Total Personnel Expenses 161,720$ 161,720$ -$                   264,600$ 102,880$              

Meeting Expenses
Meetings 9,342$          9,342$ -$                    -$              (9,342)$                  
Travel 11,404          11,404 -                      -                (11,404)                  
Conference Calls 289               289               -                      -                (289)                       

Total Meeting Expenses 21,035$       21,035$ -$                   -$              (21,035)$               

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent 6,169            6,169 -                      -                (6,169)                    
Office Costs 3,980            3,980 -                      -                (3,980)                    
Professional Services 7,702            7,702 -                      -                (7,702)                    
Computer Purchase & Maintenance 965               965               -                      -                (965)                       
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 18,816$       18,816$ -$                   -$              (18,816)$               

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 201,571$ 201,571$ -$                   264,600$ 63,029$                

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Human Resources
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
Three employees with a budgeted salary of $264,600. 

Meeting Expenses 
No specific HR meeting costs are budgeted, other than travel for training or other 
business travel. 

Operating Expenses 
Included in the WECC General and Administrative budget. 
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Finance and Accounting 

Functional Description 
The Finance and Accounting function provides accounting, accounts payable and budgeting 
support to WECC. 

2009 Goals and Objectives 
Goals for 2009 include: 

Drafting and implementing financial policies. 
Providing backup for all financial duties. 
Increasing the level of understanding by WECC Directors and staff of the WECC 
budgeting process and the actual costs of their departments. 

Funding Requirements � Explanation of Increase (Decrease) 
An additional position has been added to provide backup for the existing accountant and to allow 
an increased focus on budgeting and expense forecasting.

Staffing Needs 
Hiring Plans 
Increased emphasis from NERC and FERC on quarterly financial reporting and emphasis 
from WECC management on monthly variance analysis and expense forecasting will 
require additional accounting resources. Consequently, one accountant position has been 
added to the 2009 budget. The addition of 82 employees since December of 2007 and two 
Reliability Coordination Centers will increase the Accounts Payable and employee 
expense payment workload. It is also important that backup for the lone existing 
accountant be developed to ensure continuity. This additional position is required to 
accomplish all of these tasks. 

 Shared Employees 
Not applicable. 

 Contractors 
Not applicable. 
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Finance and Accounting 
Funding sources and related expenses for the accounting and finance section of the 2009 
business plan are shown in the table below. 

SOA � Finance and Accounting 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 143,277$ 143,277$ -$                    155,047$ 11,770$                 
Membership Dues -                -                -                      -                -                         
Testing Fees -                -                -                      -                -                         
Services & Software -                -                -                      -                -                         
Workshops -                -                -                      -                -                         
Interest -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         

Total Funding 143,277$ 143,277$ -$                   155,047$ 11,770$                

Expenses
Personnel Expenses

Salaries 66,216$        66,216$ -$                    155,047$ 88,831$                 
Payroll Taxes 7,374            7,374 -                      -$              (7,374)                    
Benefits 22,890          22,890 -                      -$              (22,890)                  
Retirement Costs 6,946            6,946 -                      -$              (6,946)                    

Total Personnel Expenses 103,426$ 103,426$ -$                   155,047$ 51,621$                

Meeting Expenses
Meetings 9,342$          9,342$ -$                    -$              (9,342)$                  
Travel 11,404.0 11,404 -                      -                (11,404)                  
Conference Calls 289.0            289               -                      -                (289)                       

Total Meeting Expenses 21,035$       21,035$ -$                   -$              (21,035)$               

Operating Expenses
Consultants -$              -$              -$                    -$              -$                       
Contracts -                -                -                      -                -                         
Office Rent 6,169            6,169 -                      -                (6,169)                    
Office Costs 3,980            3,980 -                      -                (3,980)                    
Professional Services 7,702            7,702 -                      -                (7,702)                    
Computer Purchase & Maintenance 965               965               -                      -                (965)                       
Furniture & Equipment -                -                -                      -                -                         
Miscellaneous -                -                -                      -                -                         
Contingency -                -                -                      -                -                         

Total Operating Expenses 18,816$       18,816$ -$                   -$              (18,816)$               

Other Non-Operating Expenses -$             -$             -$                   -$              -$                      

Total Expenses 143,277$ 143,277$ -$                   155,047$ 11,770$                

Change in Assets -$             -$             -$                   -$              -$                      

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

Finance and Accounting
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Summary of 2008 and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section provide for the following items to meet the objectives as 
defined on page 8 of this business plan. 

Funding Sources 
Statutory funding. 

Personnel Expenses 
The number of employees will increase to two. 

Meeting Expenses 
None.

Operating Expenses 
These expenses are provided in the General and Administrative budget.  
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Section B � 2009 Budget 

2008 Budget and Projection and 2009 Budget Comparisons

Table 1:  2008 Budget & Projection/2009 Budget Comparisons (Statutory) 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
ERO Assessments 26,596,512         26,596,512$       -$                    37,088,502$       10,491,990$          
Membership Dues -                      -                      -                      -                      -                         
Testing Fees -                      -                      -                      -                      -                         
Services & Software -                      -                      -                      85,082                85,082                   
Workshops 726,090              726,090              -                      863,290              137,200                 
Interest 609,400              609,400              -                      645,593              36,193                   
Miscellaneous 5,860,814           5,860,814           -                      9,300                  (5,851,514)             

Total Funding 33,792,816$       33,792,816$      -$                   38,691,767$       4,898,951$           

Expenses
Personnel Expenses

Salaries 10,725,827$       10,725,828$       1$                       15,624,378$       4,898,550$            
Payroll Taxes 776,154              776,153              (1)                        1,270,888           494,735                 
Benefits 2,695,497           2,695,497           0                         3,185,702           490,205                 
Retirement Costs 416,743              416,743              (0)                        1,146,404           729,661                 

Total Personnel Expenses 14,614,221$       14,614,221$      0$                      21,227,371$       6,613,150$           

Meeting Expenses
Meetings 738,597$            738,597$            -$                    1,187,650$         449,053$               
Travel 930,982              930,982              -                      1,526,096           595,114                 
Conference Calls 116,497              116,497              -                      151,076              34,579                   

Total Meeting Expenses 1,786,076$         1,786,076$        -$                   2,864,822$         1,078,746$           

Operating Expenses
Consultants 5,375,333$         5,375,333$         (0)$                      2,066,300$         (3,309,033)$           
Contracts 3,022,792           3,022,792           (0)                        1,857,568           (1,165,224)             
Office Rent 753,871              753,871              -                      977,832              223,961                 
Office Costs 1,697,228           1,697,228           (0)                        3,405,122           1,707,894              
Professional Services 1,653,821           1,653,821           (0)                        1,520,608           (133,213)                
Computer Purchase & Maintenance 3,768,532           3,768,532           -                      516,080              (3,252,452)             
Furniture & Equipment -                      -                      -                      -                      -                         
Miscellaneous -                      -                      -                      -                      -                         
Contingency -                      -                      -                      -                      -                         

Total Operating Expenses 16,271,578$       16,271,577$      (1)$                     10,343,510$       (5,928,067)$          

Other Non-Operating Expenses -$                    1,120,942$         1,120,942$         4,256,063$         3,135,121$            

Total Expenses 32,671,874$       33,792,816$      1,120,942$        38,691,767$       4,898,951$           

Change in Assets 1,120,942$         -$                   (1,120,942)$       0$                       0$                         

Statement of Activities 
2008 Budget & Projection, and 2009 Budget

STATUTORY
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Personnel Analysis 

Personnel Analysis: Statutory 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009
Change from 

Projection

Operational Programs
Reliability Standards 4.0 4.0 4.0 0.0
Compliance and Organization Registration and Certification 20.0 20.0 30.0 10.0
Reliability Readiness Audit and Improvement 2.0 2.0 2.0 0.0
Training and Education 3.0 3.0 3.5 0.5
Reliability Assessment and Performance Analysis 13.0 13.0 14.0 1.0
Situational Awareness and Infrastructure Security 49.0 49.0 54.0 5.0

Total FTEs Operational Programs 91.0 91.0 107.5 16.5

Administrative Programs
Member Forums 4.0 4.0 5.5 1.5
General & Administrative 12.0 12.0 15.0 3.0
Information Technology 3.0 3.0 3.0 0.0
Legal and Regulatory 0.0 0.0 4.0 4.0
Human Resources 1.0 1.0 3.0 2.0
Accounting 1.0 1.0 2.0 1.0

Total FTEs Administrative Programs 21.0 21.0 32.5 11.5

Total FTEs 112.0 112.0 140.0 28.0

STATUTORY
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Reserve Balance 

Table 5:  Reserve Analysis 2008-2009: Statutory 

Beginning Working Capital Reserve (Deficit), December 31, 2007 1 (875,648)

(33,792,816)

(875,648)

(875,648)

(1,603,265)

Plus: 2008 ERO Funding (from LSEs or designees) 26,596,512
Plus: 2008 Other funding sources (Cash basis) 7,196,304

Less: 2008 projected expenses & capital expenditures (Cash basis)

Projected Working Capital Reserve (Deficit), December 31, 2008

Desired Working Capital Reserve (Deficit), December 31, 2009  124,352

             Less:  Projected Working Capital Reserve (Deficit), December 31, 2008

Increase(decrease) in assessments to achieve desired Working Capital Reserve 2 1,000,000

2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 34,435,704
2009 Assessment (Non-Operating Expenses) 3,256,063

Less: Other funding sources (Cash basis)
Adjustment to achieve desired Working Capital Reserve 1,000,000

2009 Assessment 37,088,502

1 The 2007 Net Loss was funded by WECC's Non-Statutory Reserves.  

2 The WECC Board of Directors approved the Finance and Audit Committee's recommended increase of 
$1,000,000 to achieve the desired working capital reserve.

Working Capital Reserve Analysis 2008-2009
STATUTORY
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Breakdown by Statement of Activity Sections 
The following detailed schedules are in support of the 2008 Budget and Projection and 2009 
Budget Comparisons on page 62 of the 2009 WECC Business Plan and Budget. All significant 
variances have been disclosed by program area in the preceding pages. 

Supplemental Funding 
Table B1:  Outside Funding Breakdown by Program 

Outside Funding Breakdown By Program
(excluding ERO Assessments)

Budget
2008

Projection
2008

Budget           
2009 Variance Variance %

Reliability Assessment and Performance Analysis
-$                      -$                      -$                      -$                       
-                        -                        -                        -                         

 Total -$                      -$                      -$                      -$                       

Training and Education
Workshops - Training 175,554$               175,554$               70,000$                 -$                      -60.13%
Workshops -Nnon-Training 20,501                   20,501                   -                        -                        -100.00%
Operator training 530,035                 530,035                 793,290                 233,000                 49.67%
 Total 726,090$               726,090$               863,290$               233,000$               18.90%

Situational Awareness and Infrastructure Security
-$                      -$                      -$                      2,500$                    
-                        -                        -                        -                         
-                        -                        -                        -                         

 Total -$                      -$                      -$                      2,500$                    

Reliability Assessment & Performance Analysis
Contract Services- Desert Southwest -$                      -$                      85,082$                 -$                       
 Total -$                      -$                      85,082$                 -$                       

General and Administrative
Interest Income 609,400$               609,400$               645,593$               20,000$                 5.94%
Misc. 8,400                     8,400                     9,300$                   
 Total 617,800$               617,800$               654,893$               20,000$                 6.00%

Total Outside Funding 1,343,890$           1,343,890$           1,603,265$           255,500$               19.30%
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Personnel Expenses 

Table B2:  Personnel Expenses 

Personnel Expenses
Budget

2008
Projection

2008
Budget         

2009 Variance Variance %
Salaries
Salary 10,674,910$ 10,674,910$ 15,456,162$ 4,781,252$        44.79%
Employment Agency Fees -                     -                     -                     -                      
Temporary Office Services 50,917 50,917 168,216             117,299             230.37%
Total Salaries 10,725,827$ 10,725,827$ 15,624,378$ 4,898,551$        45.67%

Payroll Taxes
FICA 730,386$ 730,386$ 1,270,888$ 540,502$           74.0%
Medicare 31,646 31,646 -$                   (31,646)              -100.0%
SUI 10,648 10,648 -$                   (10,648)              -100.0%
FUI 3,474 3,474                 -$                   (3,474)                -100.0%
Total Payroll Taxes 776,154$ 776,154$ 1,270,888$ 494,734$           63.7%

Benefits
Workers Compensation 88,093$ 88,093$ 205,843$           117,750$           133.7%
Medical Insurance 1,427,694 1,427,694 2,069,831 642,137             45.0%
Life-LTD Insurance 37,479 37,479 123,231             85,752               228.8%
Education 432,440 432,440 313,797             (118,643)            -27.4%
Relocation 709,791 709,791 473,000             (236,791)            -33.4%
Total Benefits 2,695,497$ 2,695,497$ 3,185,702$ 490,205$           18.2%

Retirement
Profit Sharing Plan / SERP 416,743$ 416,743$ 1,146,404$ 729,661$           175.1%
Savings Plan -                     -                     -                     -                      
Total Retirement 416,743$ 416,743$ 1,146,404$ 729,661$           175.1%

Total Personnel Costs 14,614,221$ 14,614,221$ 21,227,371$ 6,613,150$ 45.3%
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Meeting Expenses 
Table B3:  Meeting Expenses 

Meeting Expenses

Meeting Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards $       32,826 $       32,826 $       22,200 (10,626)$      -32.37%
Compliance and Organization Registration and Certification        121,447        121,447        380,000 258,553       212.89%
Reliability Readiness Audit and Improvement          18,684 18684 0 (18,684)        -100.00%
Reliability Assessment and Performance Analysis        121,447        121,447        135,450 14,003         11.53%
Training and Education        263,546        263,546        236,000 (27,546)        -10.45%
Situational Awareness and Infrastructure Security          28,026          28,026                  -   (28,026)        -100.00%
Committee and Member Forums          37,368          37,368        406,000 368,632       986.49%
General and Administrative          68,543          68,543            5,000 (63,543)        -92.71%
Legal and Regulatory                  -                    -              3,000 3,000            
Information Technology          28,026          28,026                  -   (28,026)        -100.00%
Human Resources            9,342            9,342                  -   (9,342)          -100.00%
Accounting and Finance            9,342            9,342                  -   (9,342)          -100.00%
Total Meeting Expenses $     738,597 $     738,597 $  1,187,650  $     449,053 60.80%

Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget     

2009 Variance
Variance 

%
Reliability Standards $       34,211 $       34,211 $       11,520 (22,691)$      -66.33%
Compliance and Organization Registration and Certification        252,244        252,244        689,090 436,846       173.18%
Reliability Readiness Audit and Improvement 22,807 22807          29,400 6,593           28.91%
Reliability Assessment and Performance Analysis        148,246        148,246        119,330 (28,916)        -19.51%
Training and Education          51,611          51,611          45,900 (5,711)          -11.07%
Situational Awareness and Infrastructure Security        193,791        193,791          96,000 (97,791)        -50.46%
Committee and Member Forums          45,614          45,614        241,756 196,142       430.00%
General and Administrative        125,439        125,439        293,100 167,661       133.66%
Legal and Regulatory                  -                    -                    -   -                
Information Technology          34,211          34,211                  -   (34,211)        -100.00%
Human Resources          11,404          11,404                  -   (11,404)        -100.00%
Accounting and Finance          11,404          11,404                  -   (11,404)        -100.00%
Total Travel Expenses $     930,982 $     930,982 $  1,526,096  $     595,114 63.92%

Conference Call Expenses by Business Plan 
Category

Budget
2008

Projection
2008

Budget     
2009 Variance

Variance 
%

Reliability Standards $            868 $            868 $         5,832 4,964$         571.89%
Compliance and Organization Registration and Certification        103,763        103,763          75,004 (28,759)        -27.72%
Reliability Readiness Audit and Improvement 579 579                  -   (579)             -100.00%
Reliability Assessment and Performance Analysis            3,763            3,763          32,000 28,237         750.39%
Training and Education               868               868            3,000 2,132           245.62%
Situational Awareness and Infrastructure Security               868               868            4,800 3,932           453.00%
Committee and Member Forums            1,158            1,158          24,440 23,282         2010.54%
General and Administrative            3,184            3,184            6,000 2,816           88.44%
Legal and Regulatory                  -                    -                    -   -                
Information Technology               868               868                  -   (868)             -100.00%
Human Resources               289               289                  -   (289)             -100.00%
Accounting and Finance               289               289                  -   (289)             -100.00%
Total Conference Calls $     116,497 $     116,497 $     151,076  $       34,579 29.68%
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Operating Expenses 
Table B4:  Operating Expenses 

Consultants
Budget

2008
Projection

2008
Budget          

2009 Variance Variance %
Consultants
Relability Standards -$                     -$                     28,800$               28,800$                
Compliance and Organization Registration and Certification 200,000               200,000               1,129,500            929,500               464.75%
Reliability Readyness Audit and Improvement 32,500                 32,500                 25,000                 
Reliability Assessment and Performance Analysis 254,568               254,568               683,000               428,432               168.30%
Training and Education 8,400                   8,400                   51,000                 42,600                 507.14%
Situational Awarerness and Infrastructure Security 4,141,865            4,141,865            42,000                 (4,099,865)           -98.99%
Member Forum Consultants 213,000               213,000               60,000                 (153,000)              -71.83%
General & Administration 525,000               525,000               22,000                 (503,000)              -95.81%
Legal & Regulatory -                       -                       
Information & Technology -                       25,000                 
Human Resources -                       -                       
Accounting & Finance -                       -                       
Consultants Total 5,375,333$          5,375,333$          2,066,300$          (3,326,533)$         -61.56%
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Table B5:  Contracts 

Contracts
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %
Contracts - Software

-$                 
Reliability Standards -                  -                   
Compliance and Organization Registration and Cert 746,000          746,000          25,000            (721,000)         -96.65%
Reliability Readiness Audit and Improvement -                  -                  -                   
Reliability Assessment and Performance Analysis 588,000          588,000          294,568          (293,432)         -49.90%
Training and Education 18,400            18,400            38,000            19,600            106.52%
Situational Awareness and Infrastructure Security 1,621,392       1,621,392       486,000          (1,135,392)      -70.03%
Committee and Member Forums 34,000            34,000            714,000          680,000          2000.00%
General and Administrative 15,000            15,000            -                  (15,000)           -100.00%
Legal and Regulatory -                  -                  -                   
Information Technology -                  300,000          300,000           
Human Resources -                  -                  -                   
Accounting and Finance -                  -                  -                   

-                   
-                   
-                   
-                   
-                   
-                   
-                   
-                   
-                   
-                   

Contracts - Software Total 3,022,792$     3,022,792$ 1,857,568$     (1,165,224)$    -38.55%

Contract - IDC
-$                 
-                   
-                   
-                   
-                   
-                   
-                   

Contracts - IDC Total -$                -$                -$                -$                 

-$                 
-                   
-                   
-                   

Education and Training Total -$                -$                -$                -$                 

Contracts Total 3,022,792$    3,022,792$ 1,857,568$    (1,165,224)$    -38.55%
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Table B6:  Office Rent 

Office Rent
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Office Rent 753,871$        753,871$        977,832$        223,961$        29.71%
Utilities -$                -$                -$                -$                 
Maintenance -$                -$                -$                -$                 
Security -$                -$                -$                -$                 
Leasehold Improvements -$                -$                -$                -$                 

Total Office Rent 753,871$       753,871$       977,832$       223,961$        29.71%

Table B7:  Office Costs 

Office Costs
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Telephone 82,251$          82,251$          145,710$        63,459$          77.15%
Internet 74,719            74,719            1,609,960       1,535,241$     2054.69%
Office Supplies 197,265          197,265          202,704          5,439$            2.76%
Computer Supplies and Maintenance 1,258,227       1,258,227       1,021,460       (236,767)$       -18.82%
Publications & Subscriptions 11,001            11,001            20,100            9,099$            82.71%
Dues -                  -                  -                  -$                 
Postage 12,041            12,041            6,504              (5,537)$           -45.98%
Express Shipping 10,988            10,988            28,096            17,108$          155.70%
Copying 36,434            36,434            57,100            20,666$          56.72%
Reports - Graphics 5,301              5,301              8,000              2,699$            50.91%
Stationary Forms -                  -                  -                  -$                 
Equipment Repair/Service Contracts 7,199              7,199              250,400          243,201$        3378.26%
Bank Charges -                  -                  -                  -$                 
Sales & Use Taxes 1,802              1,802              55,088            53,286$          2957.05%
Merchant Card Fees -                  -                  -                  -$                 
Presentation & Publicity -                  -                  -                  -$                 

Total Office Costs 1,697,228$     1,697,228$    3,405,122$    1,707,894$     100.63%

Table B8:  Professional Services 

Professional Services
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Independent Trustee Fees 368,039$       368,039$       539,100$       171,061$       46.48%
Outside Legal 674,782         674,782         361,008         (313,774)$      -46.50%
Accounting & Auditing Fees 20,998           20,998           30,500           9,502$           45.25%
Other Legal Fees -                 -                 -                 -$                
Insurance Commercial 590,002         590,002         590,000         (2)$                 0.00%

Total Services 1,653,821$    1,653,821$   1,520,608$   (133,213)$      -8.05%
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Table B9:  Computer Expenses 

Computer 
Budget

2008
Projection

2008
Budget      

2009 Variance Variance %

Computer Purchase and Lease 3,768,532$ 3,768,532$ 516,080$ (3,252,452)$ -86.31%

Total Computer 3,768,532$ 3,768,532$ 516,080$ (3,252,452)$ -86.31%

Table B10:  Furniture & Equipment 

Furniture & Equipment
Budget

2008
Projection

2008
Budget     

2009 Variance Variance %

Furniture -$             -$             -$             -$              
Equipment -               -               -               -$              

Total Furniture & Fixtures -$            -$            -$            -$              

Table B11:  Other Non-Operating Expenses 

Other Non-Operating Expenses
Budget

2008
Projection

2008 Budget 2009 Variance Variance %

Interest Expense -$               -$               329,856$       329,856$        
Loan Payment -                 -                 2,926,207      2,926,207$     
Addition to Reserve 1,120,942      1,120,942      1,000,000      (120,942)$      

Total Other Non-Operating Expenses 1,120,942$   1,120,942$   4,256,063$   3,135,121$    279.69%
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Section C � 2009 WECC Non-Statutory Business Plan and Budget 

Western Renewable Energy Generation Information System (WREGIS) 

Western Renewable Energy Generation Information System (WREGIS) 
(in whole dollars) 

2008 Budget 2008 Projection 2009 Budget
Total FTEs 3 3 4
Total Direct 

Funding $480,710 $480,710 $798,197

Total Indirect 
Funding - - -

Total Funding $480,710 $480,710 $798,197

The Western Renewable Energy Generation Information System (WREGIS) is an independent, 
renewable energy database for the region covered by the Western Interconnection. WREGIS 
creates renewable energy certificates (WREGIS certificates) for verifiable renewable generation 
from units that register in the database.  

WREGIS was developed as a collaborative process between the Western Governors’ 
Association, the Western Regional Air Partnership, and the California Energy Commission. This 
development was further guided by stakeholder input from more than 400 participants over a 
period of more than three years. WREGIS is governed by a seven-member committee, consisting 
of representatives from various stakeholder groups. WECC is the administrative home of 
WREGIS.

WREGIS costs fall outside Section 215 of the Federal Power Act. Participants fund WREGIS 
through registration and transaction fees. “Backstop” funding is provided by the California 
Energy Commission (CEC) pursuant to a contract between the CEC and WECC.

Membership and Governance 
WREGIS operates through the WREGIS Committee and its subcommittees (Policy, Change 
Control and Operations) and a Stakeholder Advisory Committee. 

Non-Statutory Functional Scope 
WREGIS consists of two parts:  the information system software and the administrative 
operations housed at WECC. The WREGIS staff oversees the software contractor and performs 
all of the administrative tasks required to operate the program including; registering account 
holders and generation units, training WREGIS users and managing the budgeting, billing and 
financial reporting. 

Planning Cycle 
WREGIS operates on a fiscal year beginning October 1 of each year. WREGIS’ budget is 
converted to a calendar year for the purposes of WECC’s 2009 Business Plan and Budget. 
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2009 Primary Objectives 
The goals for WREGIS for 2009 are to: 

Implement the WREGIS program as required by the contract between the CEC and WECC. 
Continue to register program participants, whether mandatory or voluntary. 
Work with other regional groups (Western Climate Initiative, Western Resource 
Advocates, etc.) as they focus on greenhouse gas or other relevant topics 
Keep abreast of possible opportunities to increase WREGIS’ functionality. 

Major 2009 Cost Impacts

Funding Requirements � Explanation of Increase (Decrease) 
The significant budget increase from 2008 to 2009 reflects the need for refinements to the 
program as it transitions from its developmental stage and initial implementation. Although the 
program was originally budgeted for one staff member, the expansion of activities has required 
an increase to four positions, one of which was converted from temporary to full-time status in 
2008.

The 2009 budget includes costs for teleconferencing, which will no longer be covered by the 
CEC. With the need to communicate with a large number of stakeholders, the WREGIS staff is 
exploring ways to reduce teleconferencing costs. The full budgeted amount may not be needed 
during 2009. 

Staffing Needs 
Hiring Plans 
Four employees are sufficient to manage the current WREGIS program.  

Shared Employees 
Not applicable. 

Contractors
WREGIS uses contractors to supply legal, website, accounting software and auditing 
assistance. The 2009 budget includes approximately $100,000 for these services. 
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Summary of 2008 Projection and 2009 Budgeted Funding and Expenses 
Funding and expenses in this section relate to the following activities, designed to meet the 
objectives as defined on page 8 of this business plan. 

Funding Sources 
WREGIS Account Holders pay an initial registration fee and annual renewal fees. 
Amounts vary by size and category of the Account Holder. 
Volumetric-based fees are paid when RECs are traded, retired or transferred. 
The CEC funds WREGIS to the extent that other funding sources are insufficient. This 
support ends in 2011, by which time it is expected that WREGIS will be fully self-
sufficient. 

Personnel Expenses 
Four FTEs are budgeted at a total cost — including salaries, benefits, and WECC 
Executive and Administrative support — of $450,958. 

Meeting Expenses 
WREGIS has few “in person” meetings and conducts most of its meetings by 
teleconference. Currently, the CEC is using its WebEx account for teleconference 
meetings but it is anticipated that by 2009, the CEC will require WREGIS to bear this 
cost. The 2009 budget includes $28,200 for meeting expenses. This is calculated to be the 
cost of the WebEx service at rates of use that are currently in effect. WREGIS operates 
through the WREGIS Committee and its subcommittees (Policy, Change Control and 
Operations) and a Stakeholder Advisory Committee. WREGIS staff is researching other 
options and service providers to identify possibilities for reducing the amount required 
for these meetings. 

Operating Expenses 
Due to the contract with the CEC, the WREGIS cost-tracking categories are different 
from the WECC categories. The 2009 budget includes $139,318 for Professional 
Services, Computer Systems, Program Development, Office, and Errors and Omission 
and General Liability Insurance. 
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2008 Budget and Projection and 2009 Budget Comparisons 

Table NS1:  SOA � Non-Statutory 

2008 Projection 2009 Budget
Variance to Variance to

2008 2008 2008 Budget 2009 2008 Projection
Budget Projection Over(Under) Budget Over(Under)

Funding
RS ERO Funding -$               -$               -$                    -$               -$                    
RS Membership Dues/Non-Stat Assessments 480,710         480,710         -                      798,197         317,487              
RS Testing Fees -                 -                 -                      -                 -                      
RS Services & Software -                 -                 -                      -                 -                      

Workshops -                 -                 -                      -                 -                      
RS Interest -                 -                 -                      -                 -                      

Miscellaneous -                 -                 -                      -                 -                      
Total Funding 480,710$      480,710$      -$                   798,197$       317,487$           

Expenses
Personnel Expenses

RS Salaries 219,936$       219,936$       -$                    281,076$       61,140$              
RS Payroll Taxes 20,192           20,192           -                      -                 (20,192)               
RS Benefits 129,318         129,318         -                      169,882         40,564                
RS Retirement Costs -                 -                 -                      -                 -                      

Total Personnel Expenses 369,446$      369,446$      -$                   450,958$       81,512$             

Meeting Expenses
RS Meetings 1,200$           1,200$           -$                    1,200$           -$                    
RS Travel 20,004           20,004           -                      27,000           6,996                  
RS Conference Calls -                 -                 -                      -                 -                      

Total Meeting Expenses 21,204$        21,204$        -$                   28,200$         6,996$               

Operating Expenses
RS Consultants 39,864$         39,864$         -$                    72,871$         33,007$              
RS Contracts -                 -                 -                      106,850         106,850              
RS Office Rent -                 -                 -                      -                 -                      
RS Office Costs 17,956           17,956           -                      16,200           (1,756)                 
RS Professional Services 29,764           29,764           -                      95,914           66,150                
RS Computer Purchase & Maintenance 2,476             2,476             -                      27,204           24,728                
RS Furniture & Equipment -                 -                 -                      -                 -                      

Miscellaneous -                 -                 -                      -                 -                      
Contingency -                 -                 -                      -                 -                      

Total Operating Expenses 90,060$        90,060$        -$                   319,039$       228,979$           

Other Non-Operating Expenses -$              -$              -$                   -$               -$                   

Total Expenses 480,710$      480,710$      -$                   798,197$       317,487$           

Change in Assets -$              -$              -$                   (0)$                 (0)$                     

Statement of Activities 
NON-STATUTORY
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Personnel Analysis 

Table NS2:  Non-Statutory FTEs 

Total FTE's by Program Area
Budget 

2008
Projection 

2008
Budget 

2009
Change from 

Projection

Operational Programs
0.0 0.0 0.0 0.0

0.0
0.0
0.0
0.0
0.0

Total FTEs Operational Programs 0.0 0.0 0.0 0.0

Administrative Programs
WREGIS 3.0 3.0 4.0 1.0

0.0
0.0
0.0
0.0
0.0

Total FTEs Administrative Programs 3.0 3.0 4.0 1.0

Total FTEs 3.0 3.0 4.0 1.0

Non-Statutory
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2008 WREGIS FTE Chart 

2008 WREGIS FTE Chart (Non-Statutory) 

Director of 
WREGIS 

Program 
Analyst 

WREGIS 
Administrator 

1

Administrative 
Assistant 

11 0

3



Section C � Non-Statutory 

2009 WECC Business Plan and Budget  83 

2009 WREGIS FTE Chart 

2009 WREGIS FTE Chart (Non-Statutory) 
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Reserve Analysis � 2008�2009 

Table NS3:  Reserve Analysis 2008-2009 (Non-Statutory) 

Beginning Working Capital Reserve (Deficit), December 31, 2007 5,043,445

Plus: 2008 ERO Funding (from LSEs or designees)
Plus: 2008 Other funding sources (Cash basis) 480,710

Less: 2008 Projected expenses & capital expenditures (Cash basis) (480,710)

Projected Working Capital Reserve (Deficit), December 31, 2008 5,043,445

Desired Working Capital Reserve (Deficit), December 31, 2009 5,043,445

Less:  Projected Working Capital Reserve (Deficit), December 31, 2008 5,043,445

Increase(decrease) in assessments to achieve desired Working Capital Reserve 0

2009 Assessment for Expenses and Capital Expenditures, excluding Working Capital Reserve (Cash basis) 0
Less: Other funding sources (Cash basis) 0

Adjustment to achieve desired Working Capital Reserve 0
2009 Assessment and reserve adjustment 0

Reserve Analysis 2008-2009
Non-Statutory
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Introduction 

Background 

In April 2006, ten Western Governors petitioned to create the Western Interconnection 
Regional Advisory Body under Section 215(j) of the Federal Power Act.  The Governors 
indicated their interest in inviting all U.S. states, Canadian provinces and Mexico, which have 
territory in the Western Interconnection, to join WIRAB. 

Total WIRAB Resources 
 2009 Budget U.S. Canada Mexico 
Statutory FTEs 2.25 
Non-statutory 
FTEs 

0

Total FTEs 2.25 
Statutory funding $378,272 $321,336 $52,365 $4,571 
Non-statutory 
funding

0 0 0 0 

NEL 869,624,367 738,731,574 120,383,372 10,509,421 
NEL % 100% 84.9% 13.9% 1.2% 
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Pursuant to the order of the Federal Energy Regulatory Commission (FERC) in Docket 
No. RR06-2-000 issued July 20, 2006 (the “Order”)1, the FERC: 

Granted the Western Governors’ petition to establish the Western Interconnection 
Regional Advisory Body (WIRAB) under Section 215(j) of the Federal Power Act; 
Granted the request that WIRAB receive funding for reasonable costs of its Section 
215(j) activities; and 
Directed WIRAB to develop a budget and related information and submit it to the ERO 
for review by the ERO and submission through the ERO budget approval process. 

The Order states that funding for Regional Advisory Bodies should be part of the overall funding 
process for the Electric Reliability Organization (ERO).  The Commission instructed WIRAB to 
develop a budget in a form similar to that specified for regional entities as set forth in Order 
672.2  The July 20 Order specified that the WIRAB should annually develop and submit to the 
ERO its budget for 215(j) activities and an organization chart that the ERO will then review and 
submit to the Commission.  The WIRAB submission also needs to identify the portion of its 
costs for 215(j) activities that will be funded from Canada and Mexico, and the basis for this 
allocation.

Membership and Organizational Overview 

 As of July 15, 2008, all the states with territory in the Western Interconnection (AZ, CA, 
CO, ID, MT, NE, NV, NM, OR, SD, TX, UT, WA, WY), the provinces of Alberta and British 
Columbia, and Mexico are members of WIRAB.  Below is the list of members appointed by the 
Governor or Premier: 

Alberta  Ian McKay, Department of Energy 
Arizona  Lori Faeth, Governors’ Office 
British Columbia Les McClaren, Ministry of Energy, Mines and Petroleum Resources 
California  Bill Chamberlain, California Energy Commission 
Colorado  Morey Wolfson, Governor’s Energy Office 
Idaho   Marsha Smith, Public Utilities Commission 
Mexico  Marcos Valenzuela, CFE 
Montana  Art Compton, Department of Environmental Quality 
Nebraska  Tim Texel, Nebraska Power Review Board 
Nevada  Rebecca Wagner, Public Utilities Commission 

1  Order on Petition to Establish a Regional Advisory Body for the Western Interconnection, 116 FERC ¶61,061, 
Docket No. RR06-2-000, July 20, 2006.  
2  Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment, 
Approval, and Enforcement of Reliability Standards, Order 672, Docket RM05-30-000, Feb. 3, 2006, P. 228.  “Each 
Regional Entity must submit its complete business plan, entire budget and organizational chart to the ERO for it to 
submit to the Commission.  The complete business plan and the entire budget will provide the Commission with 
necessary information about any non-statutory activities, the source of their funding, and whether the pursuit of such 
activities presents a conflict of interest for the Regional Entity.  For a Cross-Border Regional Entity, this information 
will also inform the Commission as to what portion of the budget is expended upon activities within the United 
States.”   
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New Mexico  Joanna Prukop, Energy, Minerals and Natural Resources Department 
Oregon  John Savage, Public Utility Commission 
South Dakota  Dustin Johnson, Public Utilities Commission 
Texas   Barry Smitherman, Public Utility Commission 
Utah   Dianne Nielson, Governor’s Office 
Washington  Tony Usibelli, Department of Community, Trade and Economic  
    Development 
Wyoming  Steve Ellenbecker, Governor’s Office 

 The Governors created WIRAB as a standing advisory committee to the Western 
Interstate Nuclear Board, which was formed pursuant to the Western Interstate Nuclear Compact, 
P.L. 91-461.  Members of the WIRAB are appointees of the Governors and Premiers or their 
alternates.  WIRAB has the same status under the compact as the Western Interstate Energy 
Board (WIEB), which is the energy affiliate of Western Governors’ Association.  WIRAB 
operates under the bylaws of WINB as revised on April 4, 2006.  See organizational chart below. 

Statutory Functional Scope 

 FERC has approved the petition of Western Governors to create WIRAB as regional 
advisory body under Section 215(j) of the Federal Power Act. 
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Planning Cycle 

 This business plan and budget is for calendar year 2009.  The Western Interconnection 
Regional Advisory Body approved the 2009 business plan and budget at their May 30, 2008 
meeting.  

2009 Primary Objectives 

 Following are WIRAB’s primary objectives for 2009. 

Provide advice to WECC, NERC and FERC on improvements to assessments by NERC 
and WECC, including WECC’s Power Supply Assessment, WECC’s transmission 
expansion analyses, and NERC’s Long-Term Reliability Adequacy Assessment.  Special 
attention will be paid to the assessment of the impacts of the deployment of significant 
renewable generation and potential carbon emission limits. 
Review trends and/or areas of concern in violations and compliance actions with an 
emphasis on systemic problems and problems that pose a significant reliability threat.  
Provide advice to WECC, NERC and/or FERC.   
As part of WIRAB’s long-standing interest in ensuring that reliability standards are cost-
effective and address significant threats, evaluate the application of NERC’s definition 
of an “adequate level of reliability” in the standards development process and provide 
advice to NERC, WECC and FERC, as needed. 
Monitor and provide advice on issues that may arise with the operation of the WECC’s 
two new Reliability Centers which are due to come on-line on January 1, 2009. 
Improve communication between WIRAB and FERC, NERC and WECC. 
Evaluate best practices in other regions and provide advice to WECC. 
Consult with regulated entities on development and operation of the reliability program 
and offer recommendations for any needed changes. 
Assessment of the effectiveness of WIRAB. 

Major 2009 Cost Effects 

The total 2009 WIRAB budget for expenses is $595,810.   The 2009 budget is an increase 
of $119,208 from the approved 2008 budget.  The 2009 budget is funded by estimated unspent 
funds at the end of 2008 of $214,562, interest of $2,976, and 2009 assessment of $378,272.   
This is a 20.5 percent decrease from the 2008 assessment of $476,602.  The U.S. portion of the 
2009 assessment is 84.9% or $321,153. 

The 2009 budget includes a cash reserve of $100,000, which as not part of previous 
WIRAB budgets. The 2009 budget includes an increase of .25 FTEs over expected staffing levels 
at the end of 2008. 

2009 Detailed Budget 



5

 The WIRAB budget is not divided into functional areas.  All WIRAB activities are 
focused on developing advice to WECC, NERC and FERC across all function areas of WECC 
and NERC.  The following tables show: 

WIRAB Statement of Activities 2008 Budget & Projection, and 2009 Budget 
WIRAB Total FTEs 
WIRAB Reserve Analysis 2008-2009 
WIRAB Outside Funding Breakdown by Program 
WIRAB Personnel Expenses 
WIRAB Meeting Expenses 
Travel Expenses 
Conference Call Expenses 
WIRAB Consultants 
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WIRAB Statement of Activities  
2008 Budget & Projection, and 2009 Budget 

STATUTORY 
    2008 Projection 2009 Budget 
    Variance to Variance to 

2008 2008 2008 Budget 2009  2008 Projection 
Budget Projection Over(Under) Budget   Over(Under) 

WIRAB Funding       
RS ERO Funding  $477,261  $  476,602       $        (659)  $  378,272    $    (98,330) 

RS Membership Dues/Non-Stat Assessments               -                    -                        -                    -                         -   

RS Testing Fees                        -                          -   

 Services & Software               -                    -                        -                    -                         -   

RS Workshops               -                    -                        -                    -                         -   

RS Interest               -                    -                        -       $    2,976             $    2,976 

Miscellaneous                        -                          -   

Total Funding  $477,261  $   476,602  $       (659)  $   381,248   $     (95,354) 
      
Expenses     

Personnel Expenses       

RS Salaries  $151,664  $   151,664  $            -    $   235,500    $     83,836 

RS Payroll Taxes (see indirect expense)               -                    -                        -                    -                         -   

RS Benefits (see indirect expense)               -                    -                        -                    -                         -   

RS Retirement Costs (see indirect expense)               -                    -                        -                    -                         -   

Total Personnel Expenses  $151,664 $   151,664  $            -    $   235,500   $    83,836 
    

Meeting Expenses     

RS Meetings      $6,000 $     7,000  $     1,000 $     6,000    $    (1,000) 

RS Travel    $86,400       $30,000 $ (56,400)        $5,000          5,000 

RS Conference Calls      $3,500           3,500                      -          $ 3,500                        -   

Total Meeting Expenses    $95,900  $ 40,500  $   (55,400)  $    44,500   $      4,000 
      

Operating Expenses     

RS Consultants    $75,000  $  75,000            -   $  75,000   $          -   

RS Contracts              -                    -                        -                    -                         -   

RS Office Rent (see indirect expense)              -                    -                        -                    -                         -   

RS Office Costs (see indirect expense)              -                    -                        -                    -                         -   

RS Professional Services (see indirect exp.)              -                    -                        -                    -                         -   

RS Computer Purchase & Maint.(indirect exp.)         -                    -                        -                    -                         -   

RS Furniture & Equipment (indirect exp.)              -                    -                        -                    -                         -   

Miscellaneous              -          $    210               $    210         $   600              $      390 

Indirect Expense (Federal gov't approved) $154,697  $  181,997               27,300 $   240,210             $  58,213 

Total Operating Expenses  $229,697  $ 257,207  $    27,510  $   315,810   $    58,603 
      
Total Expenses  $477,261 $ 449,371  $ (27,890)  $  595,810  $  146,439 

    

Change in Assets               -    $   27,231  $    27,231  $(214,562)    $  (241,793) 
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WIRAB Total FTE's by Program Area 
Budget

2008
Projection

2008
Budget

2009

Change
from 

Projection
STATUTORY 

     
Operational Programs 
Reliability Standards 0.0 0.0 0.0 0.0 
Compliance and Organization Registration and 
Certification 0.0 0.0 0.0 0.0 
Reliability Readiness Audit and Improvement 0.0 0.0 0.0 0.0 
Training and Education 0.0 0.0 0.0 0.0 
Reliability Assessment and Performance Analysis 0.0 0.0 0.0 0.0 
Situational Awareness and Infrastructure Security 0.0 0.0 0.0 0.0 
WIRAB 2.0 1.75 2.25 0.5 
     
Total FTEs Operational Programs 2.0 1.75 2.25 0.5
     
     
Administrative Programs 
Member Forums 0.0 0.0 0.00 0.0 
General & Administrative 0.0 0.0 0.00 0.0 
Information Technology 0.0 0.0 0.00 0.0 
Legal and Regulatory 0.0 0.0 0.00 0.0 
Human Resources 0.0 0.0 0.00 0.0 
Accounting 0.0 0.0 0.00 0.0 
     
Total FTEs Administrative Programs 0.0 0.0 0.00 0.0
     
Total FTEs 2.0 1.75 2.25 0.5
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WIRAB Reserve Analysis 2008-2009 

STATUTORY 
    

Cash Available 2008 
 Beginning Cash @ January 1, 2008  $284,945  
 2008 ERO Funding (from LSEs or designees)  $476,602  
 2008 Other funding sources (Cash basis)  $2,386  
    

Total Cash Available 2008  $763,933  
    

Cash Needed 2008 
 2008 Projected expenses (Cash basis)  $449,371  
 Less:  2008 Projected other funding sources  0  
    

Total Cash Needed 2008 $449,371  
    

Projected Ending Cash Balance, December 31, 2008 $314,562  
    
 Desired Cash Balance, December 31, 2009    $100,000  
    
 Less:  Projected Cash Balance December 31, 2008 $314,562  
    

Increase(decrease) in assessments needed to raise cash 
balance $(214,562)

    
 2009 Assessment (Personnel, Meeting & Operating Expenses)  $595,810  
 2009 Assessment (Non-Operating Expenses)  0  
 2009 Other funding sources  $(2,976)
 Adjustment to increase cash balance  $(214,562)

2009 Assessment and reserve adjustment  $378,272  
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WIRAB Outside Funding Breakdown By 
Program
 (excluding ERO Assessments) 

Budget
2008

Projection
2008

Budget
2009 Variance

Variance
%

     
Reliability Assessment and Performance 
Analysis      
pc-GAR Software  $        -     $           -    $        -     $         -     
GADS Services            -             -               -               -      
 Total  $       -     $          -     $          -     $         -     

     
Training and Education      
SO Test Fees  $        -     $       -     $        -     $      -      
PJM Test Fees            -          -         -             -      
CEH Fees           -           -           -            -      
 Total  $       -     $      -     $    -     $     -      
      
Situational Awareness and Infrastructure 
Security      
ESD Software  $     -     $      -     $      -     $     -      
FIST Royalties        -           -            -            -      
TSIN Fees       -           -           -           -      
 Total $      -     $     -     $     -     $      -      

     
Technical Committees and Member Forums      
Transmittion Owners and Operators Forum Dues   $          -     $    -     $      -      
 Total  $        -     $          -     $        -     $      -      

     
General and Administrative      
Interest Income  $         -     $     2,386  $ 2,976   $       -    24.71%
 Total  $       -     $    2,386   $  2,976   $      -    24.71%
      
Total Outside Funding  $     -     $    2,386   $ 2,976   $        -    24.71%
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WIRAB Personnel 
Expenses 

Budget
2008

Projection
2008

Budget
2009 Variance Variance % 

WIRAB Salaries      
Salary         $151,664         $151,664         $235,500       $83,836  55.28%
Employment Agency 
Fees                     -                       -                       -   

                    
-

Temporary Office 
Services                     -                       -                       -   

                    
-      

Total Salaries         $151,664        $151,664        $235,500        $83,836  55.28%
      
Payroll Taxes (included in indirect expenses)    
FICA  $                 -   $                 -   $                 -   $               -   
Medicare                     -                      -                      -                    -   
SUI                     -                      -                      -                    -   
FUI                     -                      -                      -                    -   
Total Payroll Taxes  $                 -   $                 -   $                 -   $               -   
      
Benefits (included in indirect expenses)     
Workers Compensation  $                 -   $                 -   $                 -   $               -   
Medical Insurance                     -                      -                      -                -   
Life-LTD Insurance                     -                      -                      -                -   
Education                     -                      -                      -                  -   
Relocation                     -                      -                      -                  -   
Total Benefits  $                 -   $                 -   $                 -   $               -   
      
Retirement (included in indirect expenses)    
401(k) plan  $                 -   $                 -   $                 -   $            -   

Savings Plan 
                    -                      -                      -    

-
Total Retirement  $                 -   $                 -   $                 -   $            -   
      

Total Personnel Costs $151,664 $151,664 $235,500 $83,836  55.3%
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WIRAB Meeting Expenses      
      

Meeting Expenses by Business Plan Category 
Budget

2008
Projection

2008
Budget

2009 Variance
Variance 

%
Reliability Standards  $           -   $            -   $          -   $          -   
Compliance and Organization Registration and 
Certification

              -                 -               -                -   

Reliability Readiness Audit and Improvement               -                 -               -               -   
Reliability Assessment and Performance Analysis               -                 -               -               -   
Training and Education               -                 -               -               -   
Situational Awareness and Infrastructure Security               -                 -               -               -   
Committee and Member Forums               -                 -               -               -   
General and Administrative               -                 -               -               -   
Legal and Regulatory               -                 -               -               -   
Information Technology               -   
Human Resources               -   
Accounting and Finance               -   

    WIRAB 6,000 7,000 6,000 (1,000)

Total Meeting Expenses $6,000 $7,000 $6,000 $(1,000) -14.29%
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Travel Expenses by Business Plan Category
Budget

2008
Projection

2008
Budget

2009 Variance
Variance 

%
Reliability Standards  $           -   $            -   $            -   $            -     
Compliance and Organization Registration and 
Certification        -                 -                 -   $            -     
Reliability Readiness Audit and Improvement               -                 -                 -   $            -     
Reliability Assessment and Performance Analysis               -                 -                 -   $            -     
Training and Education               -                 -                 -   $            -     
Situational Awareness and Infrastructure Security               -                 -                 -   $            -     
Committee and Member Forums               -                 -                 -   $            -     
General and Administrative               -                 -                 -   $            -     
Legal and Regulatory               -                 -                 -   $            -     
Information Technology               -                 -                 -   $            -     
Human Resources               -                 -                 -   $            -     
Accounting and Finance               -                 -                 -   $            -     

WIRAB $86,400 $30,000 $35,000      $   5,000 16.67%

Total Travel Expenses $86,400 $30,000 $35,000  $5,000 16.67%
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Conference Call Expenses by Business Plan 
Category 

Budget
2008

Projection
2008

Budget
2009 Variance

Variance
%

General and Administrative 
$
-   $            -  

 $
-   $     -      

Legal and Regulatory        -      
Information Technology      
Human Resources      
Accounting and Finance      

WIRAB 3,500 3,500 3,500    
Total Conference Calls   $3,500     $3,500   $3,500   $      -  0.00%
      
Total Meeting Expenses $95,900     $40,500 $44,500      $4,000 9.88%
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WIRAB Consultants 
Budget

2008
Projection

2008
Budget

2009 Variance
Variance

%
Consultants      
Relability Standards  $      -     $        -     $        -     $    -      
Compliance and Organization Registration and 
Certification     -              -           -                   -     
Reliability Assessment and Performance Analysis     -               -           -        -      
Training and Education        -               -          -         -      
Situational Awarerness and Infrastructure Security -               -          -           -      
Information Technology     -                 -         -          -      
Member Forum Consultants            -          -             -      

WIRAB
                 
$75,000  

                   
$75,000  

              
$75,000        -    0.00%

Consultants Total   $75,000     $75,000   $75,000   $    -    0.00%
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DISCUSSION OF COMMENTS 
RECEIVED DURING DEVELOPMENT OF  

NERC’S 2009 BUSINESS PLAN AND BUDGET 

Overview

Throughout the development of NERC’s 2009 Business Plan and Budget, interested entities were 
offered numerous opportunities to provide comments. 

The NERC Finance and Audit Committee discussed Version 1.0 of the 2009 Business Plan and 
Budget at a meeting by conference call on April 11, 2008, which included an opportunity for 
public comment.  A revised version of the 2009 Business Plan and Budget (Version 1.1) was 
then issued to the NERC Board of Trustees and the NERC Member Representatives Committee 
and posted on the NERC website for public comment on April 24, 2008.  This draft was 
discussed at open meetings of the NERC Finance and Audit Committee, Member 
Representatives Committee and Board of Trustees on May 6-7, 2008.  Immediately following the 
May 6-7 meetings, a budget workshop was held for interested entities.  This workshop was 
accessible by telephone conference bridge.  Over 30 participants participated in the four-hour 
workshop session with NERC staff.  In addition, 15 sets of written comments were received in 
response to the public posting of Version 1.1.1

On May 30, 2008, a further revised draft of the 2009 Business Plan and Budget (Version 2.0) 
was issued to the Finance and Audit Committee and was discussed by that Committee in an open 
meeting by conference call held on June 6, 2008.  Version 2.0 was posted for comment on the 
NERC website on June 13, 2008.  Twelve sets of written comments on Version 2.0 were 
received during this second public comment period.2

Following the second posting period, the Finance and Audit Committee held a further discussion 
of Version 2.0 in an open conference call meeting on July 11, 2008.  Additional changes to the 
Business Plan and Budget were approved by the Committee.  Version 3.0 of the 2009 Business 
Plan and Budget was issued on July 21, 2008 for consideration by the NERC Member 

1 Written comments on Version 1.1 of the 2009 Business Plan and Budget were received from 
Alcoa, Inc; Jean-Paul Theoret, President of Régie de l’enérgie and NERC Member 
Representatives Committee Provincial Regulator Representative; the Canadian Electricity 
Association (“CEA”); Dominion Resources Services; Edison Electric Institute (“EEI”); FRCC; 
Hydro-Québec TransEnérgie; the Ontario Independent Electric System Operator (“IESO”); the 
ISO-RTO Council; NPCC; ReliabilityFirst; SERC; Southern Company Services, Inc.; the NERC 
Standards Committee; and the State of Connecticut Consumer Counsel.  All of these comments 
are posted on the NERC web site at http://www.nerc.com/filez/business_plan.html

2 Written comments on Version 2.0 were received from Alcoa, Inc., CEA, EEI, the Electricity 
Consumers Resource Council, FRCC, IESO, the ISO-RTO Council, MRO, NB Power 
Transmission Corporation, NPCC, the NERC Operating Committee and the NERC Organization 
Registration and Certification Subcommittee. All of these comments are posted on the NERC 
web site at http://www.nerc.com/filez/business_plan.html

http://www.nerc.com/filez/business_plan.html
http://www.nerc.com/filez/business_plan.html
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Representatives Committee and Board of Trustees at their meetings on July 29-30, 2008.  On 
July 30, 2008, the NERC Board of Trustees approved the 2009 Business Plan and Budget for 
submission to the Commission.  The final 2009 NERC Business Plan and Budget is labeled 
Version 3.1 and is Attachment 2 to this filing. 

Summary of Concerns Expressed in Comments on Drafts of the 2009 Business Plan and 
Budget and How These Concerns Were Addressed in the Final Business Plan and Budget 

The comments that were received on Versions 1.1 and 2.0 of the 2009 Business Plan and Budget 
can be grouped into eleven subject matter areas.  NERC’s summary of the eleven areas of 
concern (or support) expressed in the comments are listed below, followed by a discussion of 
how each concern was addressed in the final 2009 Business Plan and Budget. 

1. 2009 Budget increases over 2008 are too high. 

This concern was expressed in comments received on Version 1.1 of the 2009 Business Plan and 
Budget, which reflected a 46% increase over 2008.  Thereafter, Version 2.0 of the 2009 Budget 
reflected reductions from Version 1.1 in the number of FTEs (eleven), personnel expenses 
($832,119), meeting expenses ($1,002,702) and operating expenses ($1,157,750).  Total 
proposed assessments for statutory funding were reduced by $4,034,272 in Version 2.0 from 
Version 1.1.  The final approved 2009 Budget reflects further reductions from Version 2.0 in 
FTEs (eight), personnel expenses ($778,524), meeting expenses ($73,164) and operating 
expenses ($146,035).  The proposed statutory assessments were further reduced by $858,345.  
The final proposed 2009 Budget is $34,447,620, which represents an increase of $7,915,626 
(29.8%) over the 2008 Budget and an increase of $6,527,022 (23.4%) over the 2008 Projection. 

2. Expenditures to create 24x7 Situational Awareness Room are not justified 
because this facility would duplicate the role of Reliability Coordinators, 
create a monitoring function at NERC that is not focused on the core 
responsibilities of standards development and compliance monitoring and 
enforcement, and could impose additional burdens on Reliability 
Coordinators during times of emergencies. 

In the final 2009 Budget, the proposed 24x7 Situational Awareness Room has been replaced with 
a plan for a less costly Emergency Response Room that would be used in the case of significant 
system events and other emergency situations affecting the bulk power system.  The proposed 
costs for the 24x7 Situational Awareness Room were approximately $475,000; whereas the 
projected costs for the Emergency Response Room total $125,000. 

3. The Reliability Readiness Evaluation and Improvement Program should be 
studied to determine its ongoing value and relevance to the core mission of 
NERC.

The NERC Board of Trustees tasked the NERC Finance and Audit Committee to evaluate  the 
Reliability Readiness Evaluation and Improvement Program (Readiness Program).  In addition, 
the NERC Operating Committee formed a task force to consider this issue.  NERC staff 
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developed a recommendation on the future of the Readiness Program as well, and proposed, 
among other things, implementation of a Reliability Assistance Program.  The Finance and Audit 
Committee met by conference call on May 30, 2008 and July 11, 2008 to discuss the Readiness 
Program and to consider input and comments from interested entities.  Opinions expressed by 
industry participants reflected the views that the Readiness Program was one of NERC’s 
strongest responses to the August 2003 Northeast blackout and had served an important purpose 
in the past; however, in light of the subsequent enactment of Section 215 of the Federal Power 
Act and the certification of NERC as the Electric Reliability Organization with authority to 
develop, adopt, and monitor and enforce compliance with mandatory reliability standards, the 
Readiness Program no longer serves a purpose.  In addition, concerns have been expressed that 
NERC’s and the Regional Entities’ performance of the Readiness Program functions may 
conflict with performance of the compliance monitoring and enforcement functions.  
Accordingly, the decision was made to terminate the Readiness Program on or about the end of 
the first quarter of 2009, upon the completion of previously scheduled readiness evaluations.  
NERC’s 2009 Budget includes some expenses to complete these remaining activities of the 
Readiness Program before it is terminated. 

4. The North American SynchroPhasor Initiative (NASPI) Project will make a 
valuable contribution to reliability and, subject to development of a 
comprehensive business plan, should be supported. 

The final 2009 Business Plan and Budget NERC includes $1,453,000 for the first year funding of 
the NASPI Project, as part of the budget for the Situational Awareness and Infrastructure 
Security Program.  At this time, NERC has engaged a consultant for this project and the 
consultant has completed a business plan.  

5. Compliance audit teams are too large and too many items are covered in 
compliance audits.  An assessment should be completed to determine the 
level of overlap with the Regional Entity compliance audit function.  In the 
long run, is it necessary for NERC compliance staff to attend every audit 
conducted by a Regional Entity?  NERC should examine more efficient ways 
to conduct oversight of Regional Entities short of duplicating their efforts. 

In light of the singular importance of the compliance monitoring and enforcement program 
(CMEP) to the ERO’s statutory mission, NERC, as well as all of the Regional Entities, are 
budgeting increased resources for the CMEP in 2009.  NERC also notes that the 2009 NERC and 
Regional Entity Budgets were developed without the benefit of full year 2008 actual results of 
compliance audits and the actual, overall costs of the CMEP.  However, in response to the 
concerns expressed in comments with respect to the compliance audit function as summarized 
above, NERC has initiated a process to study and identify possible process improvements and 
efficiencies in the CMEP.  NERC’s Finance and Audit Committee has established a process that 
will lead to the development of improved metrics with respect to all programs at NERC and the 
Regional Entities prior to the start of the 2010 budget cycle.  The first meeting in this process 
will occur at the end of October, 2008.  The metrics are expected to provide analytical data that 
will serve as a foundation for the development of the 2010 budget.  Included in this process will 
be the gathering and analysis of statistical data associated with the NERC and Regional Entity 
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CMEPs.  It is expected that this analysis will facilitate the examination of potential efficiency 
improvements in NERC’s oversight methodologies, to the extent they exist, and lead to their 
implementation in the 2010 Business Plan and Budget. 

6. Allocations of NERC compliance and enforcement costs to Canadian entities 
should reflect situations in which such activities are provided or 
supplemented by provincial regulatory or other governmental authorities in 
Canada.  Canadian entities expressed concern with respect to allocations of 
costs associated with the implementation of FERC directives. 

NERC recognizes that the concerns summarized above are ongoing concerns for Canadian 
entities, and has worked with Canadian entities (including governmental bodies) to address these 
concerns.  NERC’s efforts in this regard are discussed in detail in §VI of the narrative portion of 
this filing and in Attachment 16, which includes the Expanded Policy on Allocation of Certain 
Compliance and Enforcement Costs adopted by the NERC Board of Trustees for the 2009 
Budget, as well as the calculation of proposed adjustments to the allocation of NERC’s 2009 
CMEP costs to entities in Ontario and Québec.  The adjustments reflect the facts that (i) certain 
compliance and enforcement activities are performed in Ontario (by the IESO), and (ii) in 
Québec, fewer compliance audits will be performed due to the small number of entities to be 
audited; as a result some portion of the costs of NERC’s CMEP should not be allocated to 
entities in these two Provinces.   

7. NERC should include 2010 and 2011 forecasts of expenses and assessments in 
the 2009 Business Plan and Budget. 

NERC included a forecast in its 2008 Business Plan and Budget of expenses and assessments in 
2009 and 2010 and has included a forecast of 2010 and 2011 NERC expenses and assessments in 
its 2009 Business Plan and Budget.  See §III.F of the narrative portion of this filing and Table 7 
in Section B of Attachment 2.

8. The need for and value of the Generator Availability Data System (GADS), 
the Transmission Availability Data System (TADS) and  expenditures on 
these programs were questioned by certain commenters.

In the early stages of the 2009 Business Plan and Budget development process, NERC initiated 
an analysis of the historic revenues and expenses associated with the GADS program.  The 
results indicated that GADS products and services were of significant value to certain segments 
of the industry and to certain industry participants.  NERC concluded that the expenses of the 
GADS program should not be assessed (in whole or in part) to all load-serving entities (LSEs) in 
North America, but instead should be borne by the entities requiring or requesting the data.  
NERC therefore decided to increase the prices associated with GADS products and services to 
achieve breakeven.  Price increases were effective July 1, 2008.  The 2009 Budget reflects this 
breakeven pricing methodology; as a result, the expenses associated with GADS are, in effect, no 
longer included in the statutory assessments to LSEs.   
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With respect to TADS, which was approved by the NERC Board in October 2007 and is still in a 
developmental stage, data does not yet exist to conduct an analysis similar to the analysis 
conducted for GADS.  Therefore, in the 2009 Budget, the costs associated with TADS continue 
to be included in the calculation of assessments to LSEs.  NERC will periodically re-evaluate 
TADS and its uses by industry participants with a view to potentially structuring and pricing 
TADS products and services to achieve breakeven at some point in the future. 

9. NERC should evaluate the level of working capital reserve included in the 
2009 Business Plan and Budget, in light of the 2009 expense budget and 
historic operating results. 

As part of development of the 2009 Budget, NERC conducted an analysis of the reserve amounts 
requested and approved by the Commission in the 2007 and 2008 Budgets.  For 2007 and 2008 
the budgeted reserve balances were established at an amount equal to 10 percent of total 
assessments for the budget year.  The analysis conducted for 2009 Budget preparation compared 
previously budgeted reserves to actual and forecasted cash on hand during the course of the 
operating year.  In addition, actual and forecasted cash on hand was compared to expected 
reserve levels, assuming a continuation of the previously-employed methodology.  It was 
concluded that a reserve equal to 10 percent of the budgeted 2009 assessments would be 
excessive and was not required.  Based upon (i) historic month-end cash balances, which are 
typically expected to reach a low point in December, and (ii), NERC’s access to a $4,000,000 
bank revolving line of credit, it was concluded that a working capital reserve of $2,500,000 was 
sufficient.  This working capital reserve amount, along with the bank revolving line of credit, is 
expected to provide adequate working capital to support the planned operating activities.  This 
working capital reserve amount was recommended to, and accepted by, NERC’s Finance and 
Audit Committee. 

10. NERC should consider adding resources to the Event Analysis function. 

The final 2009 Business Plan and Budget adds one engineer and one manager of alerts to the 
Events Analysis function, which is part of the Reliability Assessment and Performance Analysis 
Program. 

11. NERC should increase fees for the Training, Education and Operator 
Certification Program to cover 100% of the costs of these programs. 

The Training, Education and Operator Certification Program has three distinct components: (i) 
certification of new transmission system operators, (ii) continuing education programs for system 
operators (to enable them to maintain their certifications), and (iii) “internal” training programs 
for NERC and Regional Entity compliance auditors and other personnel.  NERC analyzed the 
fees charged for activities in the operator certification and continuing education components and 
determined that while fees charged cover the direct costs of these programs, they do not cover 
the total costs (i.e., direct costs plus indirect or allocated costs).  The 2009 Budget does not 
incorporate increases in any of these fees for these programs.  However, NERC will further 
evaluate changes to the fee schedules for the operator certification and continuing education 
programs to determine the feasibility of  increasing fees to cover all of the costs of these 
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programs.  With respect to the third component, internal training programs for NERC and 
Regional Entity personnel, this activity supports NERC’s overall statutory mission and therefore 
it is appropriate that the costs of this activity are recovered through statutory assessments to 
LSEs.
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Standards

Standards Program Goals Status 
Meet all directives of ERO 
governmental authorities with regard to 
standards development and procedures, 
specifically FERC Order 693. 

NERC has established a plan to address 
regulatory directives pertaining to 
reliability standards development or 
process.  Technical directives with 
regard to specific standards have been 
incorporated into the scope of the 
projects in the three-year Reliability 
Standards Development Plan.  These 
are being addressed by the drafting 
teams assigned to develop the standards 
in accord with the project scope.   

Meet the milestones in the three-year 
standards work plan that includes 
targets for the “fill-in-the-blank” 
regional standards. 

Generally, standards development 
efforts are lagging behind the milestone 
schedules in the three-year work plan 
by six months on average for several 
reasons.  The teams are taking more 
time than anticipated  to reach 
consensus, the complexity of issues to 
be addressed resulted in the need for 
additional comment periods, the scope 
of the projects were underestimated in 
some cases, and some teams started 
later than expected due to other higher 
priority work than took precedence. 
Several unanticipated projects were 
started based on SC approval, and the 
work to support these unanticipated 
projects forced re-allocation of 
resources as well. 
Fill-in-the-blank standards are wholly 
included in the scope of the projects in 
the work plan and separate distinction 
of these activities is not meaningful. 

Ensure consistency and quality of 
regional reliability standards. 

NERC and the Regional Entities have 
participated on the Regional Reliability 
Standards Working Group designed to 
work collaboratively to identify and 
address issues of consistency and 
quality.  This group has endorsed an 
evaluation procedure that NERC staff 
uses to evaluate the quality of the 
regional standards when submitted per 
the ERO Rules of Procedure.  NERC 
staff has utilized this procedure and 
offered constructive feedback to 
WECC, MRO, and RFC on regional 
standards presented to NERC for 
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evaluation.

Streamline and improve the standards 
process and associated tools. 

The Standards Committee has 
appointed a Process Subcommittee to 
review and identify necessary 
improvements to the standards 
development process.    The current 
expectation is to post a revised 
Reliability Standard Development 
Procedure V7 for industry comment in 
September 2008 that presents these 
improvements.   
In addition, NERC has implemented a 
new comment handling and nomination 
off-the-shelf software package that has 
reduced staff process time by 2/3. 

Work closely with NAESB in 
coordinating business practices and 
reliability standards. 

In 2007, NERC appointed a Manager of 
Business Practice Coordination to serve 
as the interface with NAESB on 
reliability standard and business 
practice coordination.  This has 
manifested itself in extremely close 
coordination on Order 890 
implementation, TLR development, and 
standards regarding inadvertent 
interchange and time error correction.   
Future improvements to the 
coordination process between NERC 
and NAESB are also in development. 

Communicate with stakeholders and 
regulators regarding standards 
development. 

NERC communicates each standards 
process activity through 
announcements to anyone who signed 
up to be on the distribution list.
NERC staff has weekly calls with 
FERC staff on standards development, 
meets as needed on specific 
development projects, and conducts 
pre-filing briefings prior to submission 
of proposed standards for regulatory 
approval.
The Standards Committee has 
appointed a Planning and 
Communications Subcommittee to 
develop and implement a plan to 
improve the quality of standards-related 
communications.  An initial plan has 
been drafted and some pieces are in the 
early stages of implementation. 
NERC staff, members of the Standards 
Committee, and representatives from 
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the Regional Entities met individually 
with 7 Canadian provincial regulatory 
agencies in the spring 2008 and 
collectively with FERC and these 
agencies to discuss reliability standards 
development issues and concerns. 
NERC conducted a very successful 
Standards Workshop in the spring 2008 
and has a similar session planned for 
October.
The Standards Staff supports the NERC 
monthly newsletter by including 
summaries of Standards Committee 
activities, listing open drafting team 
positions, and by providing other 
articles aimed at improving stakeholder 
understanding of the standards process. 

Establish long-term vision for standards 
improvement and initiate 
implementation of the strategy. 

The Standards Committee has 
empowered a Future of Standards Task 
Force to address this goal.  This group 
has been meeting periodically in 2008 
to develop a recommendation for the 
long-term vision of standards.   

Ensure the topics addressed by the 
reliability standards keep pace with 
changing industry needs. 

NERC has engaged with industry 
stakeholders in a variety of forums as 
well as the regulatory agencies in 2007 
and 2008 as part of the update process 
for the Reliability Standards 
Development Plan (3-year work plan) 
to identify additions or changes to the 
plan to reflect the needs of the industry.
In addition, NERC standards staff has 
compiled a list of issues that have been 
identified for the current set of 
reliability standards that also has been 
incorporated into the scope of the work 
plan projects.  Finally, NERC has 
incorporated the body of regulatory 
directives pertaining to reliability 
standards into the work plan project 
scope as well. 

Strengthen the relationship with the 
industry’s technical committees to 
ensure adequate input to standards 
development. 

NERC staff has engaged the standing 
committees directly with requests to 
provide feedback and input to the 
current set of reliability standards and 
to offer ideas for new standards that are 
needed.  These requests have been 
more general in the context of the 
annual three-year work plan update and 
in support of individual standards 
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projects that require a more thorough 
technical foundation upon which the 
drafting teams can more effectively 
develop the standards. 

Standards Development Status 
Develop and revise standards as 
directed by FERC and other 
governmental authorities. 

NERC has incorporated the regulatory 
directives for reliability standards into 
the scope of the individual projects of 
the three-year Reliability Standards 
Development Plan.  Over twenty of 
these projects are currently active while 
the remainder is in future year activity. 
NERC has proposed and received 
FERC approval for revised INT 
standards per order and has several 
pending standards awaiting 
Commission action as outlined in the 
“Legal and Regulatory Objectives” 
section of this document. 

Complete process for developing new 
standards on operator/situation 
awareness tools. 

Modifications that address the 
recommendations of the Real-Time 
Tools Best Practices Task Force have 
been identified for inclusion in the 
2009-2011 version of the three-year 
work plan that will be developed later 
in 2008.  Further discussion will 
determine whether these 
recommendations should be included in 
the certification process and not 
standards. 

Complete process for developing new 
standards on undervoltage load 
shedding.

This project is slated to begin in 2008 
and requires further technical 
foundation before the drafting team can 
begin its work.  The coordinator for this 
project attended a conference on 
Voltage and VAR control to gain a 
broader perspective of the issues 
surrounding the need for improvement 
in the associated standards. NERC staff 
has been working with the technical 
committees to develop the white paper 
needed to guide this effort.   This paper 
is expected to be available by the end of 
the year. 

Complete process for developing new 
standards on reactive power reserves. 

This project is slated to begin in 2008 
and requires further technical 
foundation before the drafting team can 
begin its work.  The coordinator for this 
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project attended a conference on 
Voltage and VAR control to gain a 
broader perspective of the issues 
surrounding the need for improvement 
in the associated standards.  NERC 
staff has been working with the 
technical committees to develop the 
white paper needed to guide this effort.
This paper is expected to be available 
by the end of the year. 

Meet the deliverables outlined in the 
current version of the Standards
Development Work Plan 2007–2009.
New projects are expected to be 
initiated in the following areas: 

Generally, standards development 
efforts are lagging behind the milestone 
schedules in the three-year work plan 
by six months on average for several 
reasons.  The teams are taking more 
time than anticipated  to reach 
consensus, the complexity of issues to 
be addressed resulted in the need for 
additional comment periods, the scope 
of the projects were underestimated in 
some cases, and some teams started 
later than expected due to other higher 
priority work than took precedence.  
Several unanticipated projects were 
started based on SC approval, and the 
work to support these unanticipated 
projects forced re-allocation of 
resources.
Fill-in-the-blank standards are wholly 
included in the scope of the projects in 
the work plan and separate distinction 
of these activities is not meaningful. 
Due to the carryover workload from 
2007 to 2008, several projects were 
deferred from the program year 2008 to 
2009 and other higher priority projects 
that were not known at the time of the 
plan development have replaced them 
(Cyber Security Order 706 response, 
Violation Severity Levels). 

Review of the INT family of 
standards;

The Interchange Subcommittee 
submitted a SAR and it has been posted 
for comment.  

Modeling load/demand data 
modifications; 

Deferred to 2009 program year. 

Protection system standard 
improvements; and 

Two projects in this area have begun or 
continued in 2008, Project 2007-06 – 
System Protection and Project 2007-17 
– Protection System Maintenance and 
Testing.
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Review of disturbance and 
sabotage reporting requirements. 

Deferred to 2009 program year. 

Propose new standards resulting from 
lessons learned by other NERC 
programs (e.g., reliability performance 
assessment, compliance enforcement, 
readiness evaluations, training, and 
situation awareness and infrastructure 
protection).

NERC standards staff has worked with 
other NERC program areas to obtain 
their feedback and input on standards 
development.  A collective NERC 
technical staff meeting was held to 
discuss the three-year work plan and an 
input form was provided for provide 
the mechanism for the program areas to 
routinely provide their feedback. 

Regional Standards Development Status 
Complete development of remaining 
regional “fill-in-the-blank” standards. 

Fill-in-the-blank standards are wholly 
included in the scope of the projects in 
the work plan and separate distinction 
of these activities is not meaningful.   
There are several regional standard 
development activities that are 
underway to support NERC continent-
wide standards such as Underfrequency 
Load Shedding.  These are being 
coordinated through the efforts of the 
NERC standard drafting teams. 

Process regional standards submitted 
for approval and make 
recommendations to the NERC Board 
of Trustees.

NERC has evaluated eight WECC 
(ATEC and the seven Tier 1 standards), 
four MRO, and one RFC regional 
standard in 2008.  To date, one has 
been requested to be moved to the 
NERC Board for approval and received 
NERC BOT approval and has been 
subsequently filed with FERC. 

Standards Improvement Status 
As appropriate, incorporate changes to 
the Reliability Standards Development 
Plan 2007–2009 based on the needs 
and priorities identified by the industry 
in a technical review/assessment of 
reliability standards, while addressing 
FERC Order 693 directives.

NERC has engaged with industry 
stakeholders in a variety of forums as 
well as the regulatory agencies in 2007 
and 2008 as part of the update process 
for the Reliability Standards 
Development Plan (3-year work plan) 
to identify additions or changes to the 
plan to reflect the needs of the industry.
In addition, NERC standards staff has 
compiled a list of issues that have been 
identified for the current set of 
reliability standards that also has been 
incorporated into the scope of the work 
plan projects.  NERC has also engaged 
its technical staff to provide feedback to 
the work plan to identify any 
modification needed therein.  Finally, 
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NERC has incorporated the body of 
regulatory directives pertaining to 
reliability standards into the work plan 
project scope as well. 
For 2008, NERC staff will conduct a 
Web-ex in the early Fall to review the 
results of the stakeholder feedback and 
input to the next version of the three-
year work plan. 

Evaluate and determine a method to 
incorporate, as approved by the 
industry through the standards 
development process, proposed 
changes to planning and operating 
criteria and to the definition of adequate 
level of reliability. 

The definition of adequate level of 
reliability has been proposed for 
incorporation into the Reliability 
Standard Development Procedure V7 
as a key set of reliability standard 
characteristics.
NERC is expecting the Operating 
Committee to present its 
recommendation on needed changes to 
the reliability standards that are needed 
to support the concepts identified in the 
operating and planning limits 
document.  

Business Practice Interface Status 
Develop one joint NERC–NAESB 
standard.

NERC and NAESB have jointly 
developed six NERC ATC-related 
reliability standards with companion 
business practice standards that are 
driven by FERC Order 890. 

Ensure NERC standards development 
and NAESB business practice 
development processes are aligned to 
meet agreed-upon expectations. 

NERC and NAESB have an agreement 
in place regarding coordination of 
reliability and business practice 
standard development.  Through the 
assignment of the Manager of Business 
Practice Coordination as the main point 
of interface, the NERC-NAESB 
relationship is very strong and 
coordinated.  Apart from transactional 
activities, senior NERC and NAESB 
staff meet as needed to review strategic 
objectives and future year business 
plans to ensure further alignment.   
Future improvements to the 
coordination process between NERC 
and NAESB are also in development. 

Standards Process Improvement Status 
Revise standards development rules 
and procedures in response to 
governmental agency directives. 

No specific regulatory directives have 
been delivered in 2008 to modify 
existing rules or procedures with the 
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exception of the processing of 
Violation Severity Levels.  NERC is 
awaiting a response to its request for 
clarification from FERC before 
proceeding on this aspect. 

Evaluate alternatives and improvements 
that ensure consensus is being achieved 
in an efficient manner. 

No specific progress on this goal. 

For high priority standards, shorten 
average development time of a standard 
to 12 months through stakeholder ballot 
(exclusive of field testing). 

NERC has taken an aggressive stance 
with respect to standards with an 
associated regulatory deadline and have 
delivered violation risk factors and 
violation severity levels within the 
prescribed timeline.  However, it has 
been increasingly difficult to reduce the 
development time as industry 
representatives on the drafting teams 
are very carefully deliberating on the 
specific wording in the standards with a 
keen eye to reducing ambiguities in the 
mandatory compliance environment we 
are now in. 
NERC has been facilitating the 
development of reliability standards 
without undue delay but has 
experienced an average development 
timeline six months longer than 
originally expected. 

Perform a time-management study of 
use of staff and industry resources to 
determine areas for improvement. 

No specific progress on this goal. 

Establish targets for staffing and tools 
to support the standards process: 

Develop a relational database for 
standards management, including 
an online tool for managing 
stakeholder comments. 

NERC added a program administrator 
to the Standards Staff in August with 
database development skills to develop 
a functional off-line database until the 
NERC Web is enhanced to provide 
user-guided functionality. The online 
tool for managing stakeholder 
comments has been implemented.   

Identify areas for greatest 
opportunity for process 
improvement  

The Process Subcommittee of the 
Standards Committee will be 
presenting its proposals for process 
improvement in September with an 
industry comment period to follow 
soon thereafter. 
The Standards staff worked with the 
Standards Committee to formalize the 
processes associated with approving 
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field tests, approving the posting of 
standards-related reference documents 
and in approving errata. 

Rethink the process for achieving 
consensus on standards. 

No specific progress on this goal. 

“Flatten” the standards process by 
increasing the number of 
conference calls, Web casts, and e-
mail actions to greater than 50 
percent of all committee and 
drafting team meetings. 

Both the NERC Standards Committee 
and individual drafting teams generally 
conduct over 50% of its business apart 
from in-person meetings. 

Survey stakeholders and drafting 
team chairs for input into the 
process with a goal of identifying 
opportunities for improvement. 

No specific progress on this goal. 

Evaluate and improve ballot 
performance (quorums and 
balance).

NERC’s Standards Process Manager is 
charged with reviewing ballot 
performance to identify issues that need 
to be addressed in achieving quorum.
The new registered ballot body and 
balloting application provides enhanced 
ability to track ballot performance and 
to more quickly identify issues of 
concern.  NERC is obligated to provide 
reports on ballot performance to FERC 
on a quarterly basis and has done so 
since 2Q 2007.  All ballots this year 
have achieved a quorum.

Formalize a feedback loop for 
continuous improvement.  

NERC has developed an input form 
that is continually available for industry 
stakeholders and NERC program staff 
to identify issues relating to standards 
and to offer feedback.  This form was 
developed and made available initially 
in June 2008.  It will be the main 
procedural vehicle to provide 
documented feedback on individual 
reliability standards and the work plan 
itself. 

Track adherence to the standards 
procedure.

NERC’s Standards Process Manager is 
tasked with ensuring the drafting teams 
adhere to the integrity of the standards 
development process and advises the 
Standards Committee on these matters.  
On two occasions in 2008, the 
Standards Committee, by request of 
NERC staff, has authorized a deviation 
from the process to enable NERC and 
the industry the opportunity to meet 
regulatory-imposed deadlines, and 
other occasions denied requests for 
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project-specific modifications. 
Improve the training of drafting 
teams and drafting team guidelines 

NERC continues to make 
improvements to the drafting team 
guidelines and provides an introductory 
training session to each drafting team at 
its kickoff meeting.  These are intended 
to ensure the team members understand 
their expectations and the roles of each 
participant in the development process. 
The standards staff worked with the 
Director of Compliance and the CMEP 
to develop a set of guidelines for 
developing measures and compliance 
elements in standards.  
The standards staff worked with the 
Training department to assist in 
developing a training program for 
reviewing the compliance elements in 
standards. 

Communications Status 
Educate and inform industry 
stakeholders through highly effective 
standards workshops. 

Well-attended Spring Workshop held in 
San Diego.  Fall Standards and 
Compliance Workshop planned for 
October in Atlanta. 

Update and inform governmental 
regulators on the standards 
development work plan and processes 
through individual project discussions 
and annual meetings/conferences. 

NERC staff has weekly calls with 
FERC staff on standards development, 
meets as needed on specific 
development projects, and conducts 
pre-filing briefings prior to submission 
of proposed standards for regulatory 
approval.
NERC staff, members of the Standards 
Committee, and representatives from 
the Regional Entities met individually 
with 7 Canadian provincial regulatory 
agencies in the spring 2008 and 
collectively with FERC and these 
agencies at the Trilateral Meetings to 
discuss reliability standards 
development issues and concerns. 

Develop standards program 
communications that support NERC’s 
overall communications platform. 

NERC Standards program 
announcements and powerpoint 
presentations have been developed to 
comport with the NERC 
presentation/delivery templates 
expected as part of the NERC 
communications platform. 
The standards staff provides at least 
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one article for each monthly NERC 
newsletter, with a goal of expanding 
stakeholder knowledge and 
understanding of the standards 
program’s processes and activities. 

Compliance Monitoring and Enforcement 

Compliance Monitoring and 
Enforcement Program Objectives 

Status

Direct and oversee the regional entities 
implementation of their delegated 
compliance enforcement program 
responsibilities.

This is an ongoing activity and has recently 
changed focus – it will be the primary 
responsibility of the BOTCC through the new 
outcome/output driven process unless 
delegated to NERC compliance staff. 

Maintain working relationships 
between NERC and the regional 
entities in order to achieve 
maximum effectiveness and 
consistency of monitoring, 
reporting, enforcement actions, and 
appeals by direct observation of 
program implementation. 

This is now focused on the outcome/output 
driven process and not on a “working 
relationship” based on cooperation and 
coordination.

Assure timely mitigation of all 
violations of standards and 
requirements. 

Outcome/output driven process. 

Provide oversight of regional entity 
compliance programs and conduct 
formal audits of at least three 
regional entity programs. 

Regional program oversight staff will refocus 
on compliance violation investigations and 
oversight of audits. 

Consultants are to be selected in the next two 
weeks to conduct audits, however based on 
their schedule, only 1 or 2 regions will be 
audited in 2008 depending on the consultant 
selected.

Participate in settlement processes 
with the regional entities for 
violations of standards as required, 
and review all settlements for 
consistent application of settlement 
principles.

Ongoing regarding participation. 

Ongoing based on outcome/output driven 
process.

Review all enforcement actions for 
consistent application in all 
violations of standards. 

Ongoing based on outcome/output driven 
process.

Assess the effectiveness of 
enforcement actions in mitigating 
violations of standards. 

CCC process developed. 

Maintain the training program for 
compliance auditors. 

We continue to maintain and enhance the 
auditor training in collaboration with the 
training department. 
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Work with the Training, Education, 
and Operator Certification and 
Reliability Readiness Evaluation 
and Improvement Programs to 
review and maintain auditor 
training requirements. 

New training modules developed and 
delivered.

Assure the training program 
requirements are delivered to all 
NERC and regional entity 
compliance auditors. 

Per the NERC Rules of Procedure, all lead 
auditors must complete the NERC auditor 
training.  Susan Morris maintains a log of all 
NERC and regional staff who have completed 
the training and lead auditors will be rejected if 
they have not completed the approved training. 

Deliver a training module for 
industry technical experts and audit 
volunteers.

CD self training module available for 
authorized audit personnel. 

Enhance processes, databases, and 
reporting tools to allow for seamless, 
uniform reporting of alleged and 
confirmed violations of standards, 
proposed penalty and sanction actions, 
and disposition of all violations. 

Contract signed with Guidance and tools 
expected to be delivered in October. 

Maintain reporting relationships with 
appropriate governmental authorities in 
the United States, Canada, and Mexico 
and establish processes and procedures 
to report violations, levy penalties and 
sanctions, and remedy the violations. 

Regular meetings with FERC occur and 
meetings with Canadian provinces are 
underway based on Ric Cameron’s advice. 

Confidentially report all alleged 
violations of standards to FERC and 
the appropriate governmental 
authorities in the United States, 
Canada, and Mexico through 
established processes. 

Ongoing.  Will be modified based on 
outcome/output driven process.  

Make notice of penalty filings for 
all penalties and sanctions applied 
to compliance violations.  

First filing made on June 4th.

Provide other informational updates 
and filings as required by the 
NERC Rules of Procedure and 
governmental authorities. 

All data submittals and filings have been made 
as required. 

Maintain and enhance the reporting of 
violations of standards to the NERC 
Board of Trustees Compliance 
Committee. 

Developed state diagrams to demonstrate 
where all violations and mitigation plans are in 
the process. 

Report quarterly all confirmed 
violations of NERC or approved 
regional standards for which 
investigatory, decisional, and 
appeal processes have been 
completed, including the identity of 

Quarterly reports provided to FERC. 
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the organizations involved in those 
violations.
Track the mitigation of identified 
violations of standards. 

All mitigation plans are tracked and the status 
is displayed on the state diagrams. 

Develop, on a coordinated basis with 
the Reliability Standards Program, the 
compliance elements for approximately 
100 new or revised standards. 

Process is in place with Manager Program 
Interfaces. 

Manage all enforcement action appeals 
(resources based on approximately 25–
30).

No appeals to date. 

Maintain a compliance reporting 
process.

Monthly reports to the BOT CC with states in 
place.

Organization Registration and 
Certification Objectives 

Status

Maintain an accurate registration list of 
all owners, operators, and users of the 
bulk power system for compliance 
monitoring purposes. 

On-going and in place. 

Oversee the regional entities’ 
implementation of the registration 
process.

Oversight will be addressed with the regional 
audits.

Update and confirm the registration 
list as needed (at least annually) 

List updated monthly. 

Provide necessary registration 
information to FERC and other 
appropriate governmental 
authorities.

Monthly updates provided to FERC. 

Review the completeness of the 
organization registration list and 
determine if additional efforts are 
necessary to identify other entities 
or collect more information from 
bulk power system owners, 
operators, and users. 

Process developed to confirm that each BA has 
one and only one RC etc.  To be implemented 
by directing regions to complete in the last 
quarter of this year. 

Initial Interchange Authority (IA) and Joint 
Registration Organization (JRO) registration 
effort completed. IA and JRO registration 
efforts will be ongoing once initial efforts are 
completed. 

Develop and maintain a process for 
appealing a decision to include an 
entity on the registration list. 

Appeals process in place and working. 

Implement organization certification 
within the regional entities. 

In place and to be updated with modification to 
Rules of Procedure. 

Maintain processes and procedures, 
used by NERC and the regional 
entities, for carrying out the 
delegated certification activities that 
are required by the certification 
standards. 

In place and to be updated with modifications 
to Rules of Procedure. 
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Provide auditors for certification 
audits scheduled by the regional 
entities (resources based on 
approximately 20 in 2007). 

All certification audits have been staffed and 
completed as required. 

Reliability Readiness Evaluation and Improvement Program 

Reliability Readiness Evaluation and 
Improvement Objectives 

Status

Evaluate one-third of the reliability 
coordinators, balancing authorities, and 
transmission operators in 2007, 
independent of regional compliance 
audits.  In 2008, 60 evaluations are 
expected to be performed. 

Completed all pre-scheduled evaluations as of 
July 31.  The Readiness Evaluation program is 
to be closed in 2009 after scheduled 
evaluations are completed.  The focus for the 
reminder of the year will be to perform 
evaluations for provisional certification 
purposes, as outlined in the version 3 of the 
2009 business plan. 

Continue to expand the program to 
include evaluations of the large 
transmission owners (local control 
centers) that have been delegated 
functions or provide significant support 
to registered reliability entities.  In 
2008, approximately 12 evaluations of 
transmission owners will be conducted. 

See status above. 

Work with industry and member forum 
groups to continue to migrate the 
Reliability Readiness Evaluation and 
Improvement Program into an INPO-
type program that contains objective 
metrics. 

See status above. 

Work with the Operating Committee 
and the Transmission Owners and 
Operators Forum to develop and 
implement a comprehensive assistance 
program. 

See status above. 

Implement a training program for 
reliability readiness evaluators. 

See status above. 

Work with the Training, Education, 
and Operator Certification and 
Compliance Monitoring and 
Enforcement Programs to develop 
and implement evaluator training 
requirements. 
Assure the program is delivered to 
all NERC reliability readiness 
evaluators.
Deliver a training module for 
industry technical experts and 
evaluation volunteers. 
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Communicate to the industry examples 
of excellence identified through the 
Reliability Readiness Evaluation and 
Improvement Program and other 
means.  

See status above. 

Develop enhanced tools and processes 
to track the implementation status of 
reliability readiness evaluation 
recommendations. 

See status above. 

Coordinate with the Compliance 
Monitoring and Enforcement 
Program on the development of an 
enhanced reporting tool for 
violations of standards and 
readiness audit recommendations. 
In conjunction with the regional 
entities, develop a process for 
verifying the implementations of 
the readiness evaluation 
recommendations. 

Maintain and enhance reporting of 
readiness evaluation recommendations 
to the NERC Board of Trustees. 

See status above. 

Report quarterly the status and 
mitigation of each recommendation 
identified in the reliability readiness 
evaluation process. 
Perform a critical analysis of 
evaluation recommendations and 
findings to determine meaningful 
trends, and communicate this 
information to the industry and the 
NERC board, as a mechanism for 
improvement. 

Assure reporting of all probable 
violations of standards and 
requirements to the regional 
compliance officers within two weeks 
of the conclusion of the readiness 
evaluations, unless the probable 
violation falls under the 48-hour 
reporting requirements. 

See status above. 

Provide routine feedback to the 
standards program on deficient areas in 
existing reliability standards 
determined during the execution of the 
readiness evaluation process. 

See status above. 

Coordinate with the industry’s 
technical groups on the development of 
industry best practices and work with 

See status above. 
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the training and education program to 
develop meaningful educational 
materials. 
Perform a self-assessment of the 
Reliability Readiness Evaluation and 
Improvement Program to evaluate the 
success and effectiveness of the 
program in achieving its mission.  

See status above. 

Training, Education, and Operator Certification Program 
Operator Certification Status 

Administer the current System 
Operator Certification Program. 

Ongoing with success.  New examinations 
were developed and released on schedule in 
July.

Continue the three-year transition to the 
exclusive use of continuing education 
hours for maintaining system operator 
certification in lieu of reexamination. 

Transition is proceeding smoothly and will be 
complete on October 1, 2009.  Based on 
current trends, over 1200 operators are 
projected to use continuing education to 
maintain their credential in 2008 out of a total 
population of over 5500.

Identify and implement additional 
interface improvements to the portal 
and database that personnel use to 
register for the system operator 
certification examinations and track 
continuing education activities.

This is an ongoing activity.  Currently on 
Change Order 6, the improvements have 
simplified the operator’s experience and added 
reporting and accounting functionality for 
NERC administrators.  Feedback from users 
has been overwhelmingly positive. 

Continuing Education  Status 
Assess and improve the training 
provider requirements. 

NERC Staff and the Personnel Subcommittee 
are completing the first draft of revised and 
upgraded provider requirements to be posted 
for industry comment in September. 

Raise the quality and levels of training 
for system operators throughout North 
America to ensure that delivered 
training meets the needs of the System 
Personnel Certification Program. 

Continuing education providers are delivering 
between 1000 to 1200 unique course offerings 
each quarter.  NERC staff and the Personnel 
Subcommittee are completing the first draft of 
revised continuing education requirements to 
be posted for industry comment in September.  

Define and implement the processes to 
review and audit training activities 
being delivered by providers in order to 
ensure quality training for system 
personnel.

In April the program began auditing activities 
submitted for approval.  The program will 
meet its goal of auditing 150 courses by the 
end of the year.  The Personnel Subcommittee 
is completing the first draft of revised program 
processes based on the lessons-learned from 
those audits to be posted for industry comment 
in September.   

Establish relationships with training 
vendors and consultants to improve the 
training products used by industry 
trainers to augment utility training 

NERC established this goal to transition the 
development of training activities away from 
NERC to vendors.  Vendors are listening to the 
industry and offering an improved diversity 



-17-

programs. and quantity of activities to meet many 
industry needs.  Many of these activities have 
been approved by the CE program. 

Analyze and improve training activity 
application and assessment processes. 

NERC Staff and the Personnel Subcommittee 
are completing the first draft of revised and 
upgraded provider requirements to be posted 
for industry comment in September. 

Define and implement improvements to 
the portal and database used by 
providers to track delivered continuing 
education activities. 

This is an ongoing activity.  Currently on 
Change Order 6, the improvements have 
simplified the providers’ experience and added 
reporting and accounting functionality for 
NERC administrators. 

Training and Education Status 
Develop and implement the learning 
management system to electronically 
host learning activities and materials 
for the training and education function. 

We are currently using a basic learning 
management system (LMS) to deliver training 
activities via internet.  We are awaiting the 
final report at the end of August from a 
consultant hired to identify various options for 
electronically delivering future training and 
education in 2010 and beyond. 

Prioritize and develop learning 
materials and activities for the 
reliability standards that will be 
reviewed in 2008 based on the 
Reliability Standards Development 
Plan 2007–2009 (currently 17 
standards for 2008 and 5 from 2007). 

This objective for the standards department 
was refocused to developing and delivering 
training to drafting team members on how to 
develop quality compliance elements for the 
standards.  This activity was completed jointly 
with the compliance department on July 30.  It 
is available as an e-learning module. 

Develop and deliver training for 
compliance auditors. 

Deliver fundamental training for 
new NERC staff, regional entity 
staff, and contractors who act as 
team leaders on a quarterly basis. 

This is an ongoing activity and the content is 
updated frequently as the program grows and 
improves. 

Develop and deliver learning 
activities to further improve 
compliance auditor skills (4 
sessions).

A new e-learning module for team leaders, 
Gathering Quality Evidence, was developed 
and released in April on the LMS and is 
available on-demand.  Three new activities are 
under development, one is on the CMEP 
Process Deadlines, the second is CIP Standards 
for Auditors, and the third is Compliance 
Violation Investigation training for 
investigators.  All three will be completed by 
the end of 2008. 

Deliver fundamental training for 
industry technical experts and 
volunteers who participate on 
compliance audits (internet-based).  

This is continuously available and delivered 
on-demand to registered volunteers.  Over 200 
volunteers have taken the course since its 
release in October 2007. 

Implement a process and database 
to verify and track compliance 

The development of this process with the 
compliance department was completed in 
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auditor training. January 2008.   
Develop and deliver learning activities 
and materials on lessons learned from 
the analysis of system events and 
system performance.  

This objective will not be addressed to focus 
resources on the higher priority of compliance 
auditor training for 2008. 

Develop and deliver training for 
reliability readiness evaluators. 

This project was cancelled due to the phase-out 
of the readiness program in 2009. 

Develop and deliver 
fundamental and skills-based 
training for NERC, regional entity 
staff, and contractors who act as 
team leaders. 

An e-learning course was released in late 2007.
Readiness team leaders have all taken the 
course as have the volunteers. 

Deliver training for industry 
technical experts and volunteers 
who participate on reliability 
readiness evaluations (internet-
based).

Since being released in late 2007, over 200 
industry volunteers have taken this e-learning 
course.  It will remain available on-demand 
until the readiness program is closed. 

Perform a follow-up job task analysis 
for the compliance auditor function to 
capture the maturation of the process.   

This is slated to begin late in 2008 for 
completion in 2009. 

Reliability Assessment and Performance Analysis Program 

Reliability and Adequacy Assessment 
Objectives

Status

Conduct and report the results of 
independent assessments of the overall 
reliability and adequacy of the 
interconnected North American bulk 
power systems for 2008 summer, 
2008/2009 winter, and 2008–2017. 

Issued 2008 Summer Assessment in May. 

Development of 2008 Long Term Reliability 
Assessment (LTRA) on schedule.

Assess and report on the key issues, 
risks, and uncertainties that affect or 
have the potential to affect the 
reliability of existing and future electric 
supply and transmission (supply 
shortages, generating unit shutdowns, 
fuel supply and transportation 
disruptions, droughts, floods, strikes, 
extreme weather, etc). 

Issues, risks and uncertainties are addressed in 
the respective reliability assessment reports. 

Special information gathering from industry on 
potential reliability impacts of CO2 legislation. 

Address potentially negative impacts 
on bulk power system reliability or 
adequacy due to concerns arising from 
the operation and planning of gas 
supply, transportation, and storage, and 
the operation and planning of electric 
systems. 

Summarized potential negative impacts using 
historic system data in an operating reliability 
chapter as a part of 2008 LTRA. 
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Investigate, assess, and report on the 
potential impacts of new and evolving 
electricity market practices, new or 
proposed regulatory procedures, 
demand response initiatives, 
introduction of renewable energy 
sources, and new or proposed 
legislation (e.g., environmental 
requirements) on the adequacy and 
operating reliability of the bulk power 
systems. 

Covered as part of LTRA. 

Establish and maintain relationships 
with industry, regulatory, and 
governmental organizations involved 
with or having an interest in bulk power 
system reliability (e.g., DOE, FERC, 
EIA, RTOs/ISOs, Canadian provincial 
governmental agencies, etc.). 

FERC has staff rep on Reliability Assessment 
Sub-Committee (RAS). 

Meet with FERC, DOE, industry associations, 
etc. to provide pre-release briefings of all 
reliability assessments. 

Review international best practices on 
emerging issues and incorporate into 
annual reliability and adequacy 
assessment reports. 

Maintain active communications with 
European Transmission System Operator 
organization and Union for the Coordination of 
Transmission of Electricity (UCTE). 

Review regional reliability assessment 
processes, regional criteria, and 
methodologies for consistency and their 
interdependency and impact on 
neighboring regions. 

Done as part of seasonal and long-term 
reliability assessment processes. 

Sponsor forums for sharing best 
practices for reliability and planning 
assessments; review and recommend 
enhancements to current interregional 
and interconnection-wide reliability 
assessments. 

Discussions held as part of Planning 
Committee and/or Joint PC/OC meetings. 

Complete studies of reliability issues 
initiated under the NERC Reliability 
Issues Study Program (initiated in 
2007.)

Scenarios identified for regional development 
and reporting in 2009 LTRA. 

Develop white papers on key emerging 
issues with associated metrics and 
industry action plans. 

Will be developing paper/report on findings of 
our information gathering on potential 
reliability impacts of CO2 legislation. 

Review the impact of potential fuel 
supply or transportation infrastructure 
interruptions in reliability assessments. 

Part of assessments. 

Maintain a continuing working dialog 
on bulk power system reliability and 
adequacy issues with natural gas supply 
and transportation industry 
representatives.

Address specific issues as they arise, mainly 
through affected power supply organizations. 
Also maintain gas industry contacts with the 
Natural Gas Supply Association and through 
Energy Ventures Analysis, Inc. 

Develop and submit standards 
authorization requests (SARs), as 

None identified. 
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required, for any deficiencies or needs 
revealed by reliability assessments, and 
solicit industry subject matter experts to 
serve on standards drafting teams. 
Maintain a library of solved power flow 
models, a system dynamics database, 
and dynamics simulation cases for the 
Eastern Interconnection for use by the 
regional reliability organizations and 
their members in planning and 
evaluating future systems and current 
operating conditions. 

This is now the responsibility of the Eastern 
Interconnection Reliability Assessment Group 
(ERAG) organization. 

Events Analysis (EA) and Information 
Exchange Objectives 

Status

Record all significant system events in 
the NERC Events Database, created in 
2006 (in conjunction with the Situation 
Awareness and Infrastructure Security 
Program). 

All 2008 events that are or have been reviewed 
or analyzed by EA have been entered into the 
NERC Event Analysis Tool (database).  
Working with NERC IT to improve tool and 
create additional functionality.

Conduct NERC-level analyses, as 
needed, of significant system events to 
determine root causes and lessons 
learned. 

Conducting NERC EA of the August 4, 2007 
Eastern interconnection frequency excursion. 

Participate in regional analyses as 
determined by NERC. 

Completed 1 regional detained analysis, and 
currently participating in 3 others. 

Maintain and enhance NERC's Blackout 
and Disturbance Response Procedures
(in conjunction with the Situation 
Awareness and Infrastructure Security 
Program). 

Ongoing.  Adding templates for regions and 
will be working with the proposed Event 
Analysis Coordinating Group to create 
consistent analysis across the regions. 

Direct teams in the analysis of 
significant system events. 

Ongoing

Analyze the frequency performance of 
the interconnections using data from 
appropriate measurement systems. 

Partially on hold due to manpower constraints.
Intend to work with Resources Subcommittee 
on automated data collection following 
recommendations of August 4 and Sept. 18 
analysis 

Establish a clear set of criteria for 
sorting reported system events into 
categories, deciding what level of 
analysis is needed, and who will 
undertake such analyses (triage 
function).

Ongoing.  Refining event categories internally 
and working with the proposed Event Analysis 
Coordinating Group to create consistent 
analysis across the regions. 

Communicate to the industry root 
causes of events that may be precursors 
of potentially more serious events and 
other “lessons learned” from all 
analyses.

Have issued 6 Advisories and 1 
Recommendation.  Developed a list of 23 
potential Alerts to be issued.

Analyze and identify improvements to Keying off the Florida event that caused 2 
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the interaction of the transmission 
system with nuclear power plants, 
especially related to minimum voltages 
required by the plants for the safe 
shutdown of reactors. 

Turkey Point nuclear units to trip, have opened 
discussions with NRC staff on nuclear unit 
responses to system conditions. 

Develop and submit SARs, as required, 
for any deficiencies or needs revealed 
by event analyses. 

Have not issued yet. 

Advise the Reliability Readiness 
Evaluation and Improvement Program 
of specific issues identified through 
analyses that should be included in 
future readiness evaluations. 

Accomplished through alerts on personnel and 
training.  This process will be reviewed in light 
of changes in (elimination of)  the Readiness 
Evaluation program. 

Advise the Compliance Monitoring and 
Enforcement Program of any potential 
reliability standards violations 
identified through significant system 
event analyses. 

Ongoing.

Assess and report quarterly to NERC 
technical committees, and the board, on 
past reliability performance of the bulk 
power system. 

EA trends and lessons learned are reported 
quarterly to the technical committees. 

Assess and report annually to NERC 
technical committees and the board on 
past reliability performance for the 
previous five years, including 
recommendations to improve 
reliability.

EA trends and lessons learned are reported 
quarterly to the technical committees. 

Improve understanding of dynamic 
system behavior by: promoting 
understanding of inter-area oscillations 
and their importance to system 
integrity; and promoting application of 
Phasor Measurement Unit-based 
technology to operations situational 
awareness.

Supporting North American SynchroPhasor 
Initiative (NASPI) and participating in the 
WECC Oscillation Damping Controls work 
being led by BPA.

Also participating in the WECC Voltage 
Stability Controls work being led by BPA. 

Improve performance of system 
protection by promoting 
generator/transmission protection and 
controls coordination. 

Ongoing work in generation protection and 
controls, protection system maintenance, and 
protection system reliability.  We are about to 
elevate this initiative. 

Improve system modeling by 
sponsoring model validation/dynamics 
symposiums; assist interconnection-
wide reliability assessment groups in 
improving the quality of their base 
cases being developed; promote 
development of standard file formats 
for exchanging real-time powerflow 
data (power system “snapshots”); and 
standardize the mapping of power 

Ongoing work with modeling groups of each 
interconnection. Eric Allen is participating in 
the NPCC SS-38 on dynamics, the WECC 
Model Validation Working Group (MVWG), 
and the Eastern Interconnection Reliability 
Assessment Group (ERAG) Multiregional 
Modeling Working Group (MMWG).  Need to 
get involved in ERCOT modeling. 

This initiative needs to be expanded to conduct 
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system elements (generators, 
transmission lines, etc.) in databases 
and power system models. 

sample testing of dynamics data and cases by 
NERC.

Benchmarking Objectives Status 
Maintain a performance metrics 
“dashboard” on the NERC Web site, 
and develop appropriate reliability 
performance benchmarks (initiated in 
2006).

The revised benchmarking dashboard launched 
in July.

Identify and track key reliability 
indicators (such as system control 
performance, TLRs, disturbances, etc.) 
as a means of benchmarking reliability 
performance and measuring reliability 
improvements (initiated in 2006). 

Two reliability indices and ten leading 
indicators were identified.   
Worked with Reliability Metrics Working 
Group and developed three LTRA metrics, 
which will be submitted for PC to approve in 
September. 

Incorporate the results of the latest 
reliability threats survey into the 
Reliability Dashboard. 

The results have been incorporated in LTRA 
and dashboard. 

Report on changes in reliability 
performance compared to established 
benchmarks for each reliability 
performance indicator (initiated in 
2006).

The historic reliability performance trends 
have been reported on the dashboard and will 
be updated quarterly.  Participated an industry 
workshop on benchmark establishment using 
statistical methodology in July.

Identify and continuously monitor 
performance indices to detect emerging 
trends and signs of a decline in 
reliability performance (initiated in 
2006).

The trends of vegetation management, TLR 
level 5 and higher, IROL violations and 
frequency response are available on the 
dashboard.

Develop and submit SARs, as required, 
for any deficiencies or needs revealed 
by the benchmarking program. 

Working with Regional Entities on system 
protection misoperation data to identify any 
standard needs in this area.

Maintain a Generating Availability 
Data System (GADS) on the 
performance of electric generating 
equipment; provide assistance to those 
researching information on power plant 
availability; support equipment 
reliability and availability analyses and 
other decision-making processes; 
facilitate the use of GADS data in 
conducting assessments of generation 
resource adequacy; and report on trends 
in generating equipment performance. 
Communicate performance results, 
trends, recommendations, and 
initiatives to those responsible to take 
actions; follow with confirmation of 
actions to correct any deficiencies 
identified.

The reliability performance analysis results 
have been reported in an operating reliability 
chapter of 2008 LTRA. 
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Establish and maintain a Transmission 
Availability Data System (TADS) and 
report on trends in transmission 
equipment performance. 

Situation Awareness and Infrastructure Security Program 

Situation Awareness and Infrastructure 
Security Program Objectives 

Status

Using risk management principles, take 
actions to enhance the security and 
resilience of the bulk power system and 
address the threats and hazards. 

The new Chief Security Officer (CSO) has 
been tasked with conducting an assessment of 
the industry’s preparedness to address cyber 
threats by the end of this year.
Recommendations for action will follow that 
assessment. 

Additionally, we are working within the 
Critical Infrastructure Protection Committee 
(CIPC) construct to deliver guidelines for the 
industry.  CIPC approved a Threat and Incident 
Reporting guideline in June and will be 
reviewing another guideline on the topic of risk 
assessment in September. 

Establishing a robust situation 
awareness capability to monitor the 
bulk power system and the industry’s 
response to cyber and physical 
incidents affecting the reliable 
operation of the system. 

Work on the Situation Awareness Tool (SAT) 
is ongoing.  The pilot project with PJM was a 
success and we have approached TVA to sign 
on as the next participant.    The response was 
positive.   

We will approach NY ISO in a similar manner 
before the end of the year.

NERC and the regions will also be assisting 
FERC develop its own version of a situation 
awareness monitoring system.   This project is 
just getting started and a project plan is not yet 
available.

Electricity Sector Information Sharing 
and Analysis Center (ESISAC) 
Objectives

Status

Operate the ESISAC to gather 
information and communicate security-
related threats and operating incidents 
within the sector, to the United States 
and the appropriate governmental 
authorities in Canada, and to other 
critical infrastructure sectors. 

Ongoing.  More process has been introduced to 
the ES ISAC operation to encourage 
consistency and ensure information is shared 
with the appropriate audiences in a timely.   
The Concept of Operations document has been 
updated.

Improve the capability of the ESISAC 
to analyze security threats and incident 

No progress.  Rather, we took time (at the 
request of EEI) to re-evaluate the role of the 
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information and provide situational 
assessments for the electricity sector 
and governmental authorities and 
departments. 

ES ISAC and options for its future.   With that 
decided and a new CSO on board, new goals 
and objectives will be created and an 
implementation plan developed.  

Strengthen relationships with FERC, 
the U.S. Department of Homeland 
Security (DHS), DOE, Public Safety 
Canada (PSC), and other authorities of 
national, state, and provincial

governments on infrastructure security 
matters.  

Ric Cameron has had meetings with 
governmental entities in Canada to establish 
and strengthen relationships with PSC and 
other government agencies.  Contact 
information has been shared. 

The ES ISAC has established routine 
information sharing calls with FERC and 
helped develop the “NERC-FERC Morning 
Report,” which provides a daily snapshot of 
expected operation from the RC perspective.
The report was successfully piloted during the 
over several months this spring and put into 
production on July 2. 

Last year, DHS assigned a new “sector 
specialist” to work closely with us.  (The sector 
specialist is our interface with DHS). Since 
then, this relationship has matured and is 
providing value to the ES ISAC and to the 
sector.

Fill the role of the Electricity Sector 
Coordinating Council and 
coordinate with the Government 
Coordinating Council. 

Ongoing.  ESCC has met six times this year, 
once with the Government Coordinating 
Council (GCC).  Another ESCC/GCC meeting 
is slated for the fall.  

Coordinate with other infrastructure 
sectors through active participation 
with their respective Sector 
Coordinating Councils, the other 
ISACs, and the National 
Infrastructure Advisory Committee. 

Ongoing.  Scott Mix is serving a term as 
secretary for the ISAC Council.  The chair of 
CIPC represents the electricity sector on the 
Partnership for Critical Infrastructure Security 
(PCIS).

Encourage and participate in 
coordinated critical infrastructure 
security exercises, including 
interdependencies with other 
critical infrastructure sectors. 

ES ISAC staff has participated in three 
exercises so far this year — two national level 
exercises sponsored by DHS and one private 
sector table top exercise.   We also help 
develop scenarios/injects used during these 
exercises.

Improve mechanisms for the sharing of 
sensitive or classified information with 
federal, state, and provincial 
governmental authorities on critical 
infrastructure protection matters.  
Likewise, work more closely with other 
sector ISACs to accomplish increased 
information sharing. 

Overall, little lasting progress has been made 
but we are still pursuing the objective.  For 
example, DHS will conduct a classified 
briefing for the electricity sector in December 
coincident with a CIPC meeting in Washington 
DC.  DHS has committed to doing more such 
briefings.  Also, DHS has launched a new 
initiative to improve information sharing 
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between the public and private sectors, so we 
will continue to push for solutions.  

Similarly, the ISAC Council, in which we 
actively participate, will be working with the 
National Cyber Security Division (NCSD) of 
DHS to address information sharing issues 
across critical infrastructure sectors.

Work with DOE and DHS to 
implement the National Infrastructure 
Protection Plan, as applicable to the 
electricity sector, and coordinate this 
work with PSC.

Ongoing

Security Planning Objectives Status
Execute a risk management approach to 
critical infrastructure protection, 
considering probability and severity, 
and utilize mitigation, recovery, and 
network resilience as practical 
alternatives to prevention.  Keep 
abreast of the changing threat 
environment through collaboration with 
governmental authorities. 

NERC, primarily through the Critical 
Infrastructure Protection Committee (CIPC), is 
working to help the industry understand risk 
assessment principles and how to create and 
implement control objectives to manage risk, 
weighing all alternative mitigation options.  
The ES-ISAC stays up to date with the current 
threat environment through regular and timely 
communications with DHS and the other sector 
ISACs.  This objective is being fulfilled 
primarily through the development of 
guidelines that support and inform the 
requirements of NERC’s CIP standards.   
Accomplishments in specific areas pertaining 
to this goal are shown below. 

Develop criteria to identify critical 
physical and cyber assets, assess 
security threats, identify risk 
assessment methodologies, and 
assess the effectiveness of physical 
and cyber protection measures. 

CIPC’s Risk Assessment Working Group 
(RAWG) is working to develop a new 
guideline that addresses this objective.  The 
working group will submit a draft for CIPC 
review in September in advance of a 45-day 
public posting period. 

Enhance the bulk power system critical 
spare transformer program, and 
encourage increased participation by 
asset owners.  Continue to assess the 
need to expand this program to include 
other critical bulk power system 
equipment. 

We are in the midst of conducting an industry 
survey to determine the perceived value of this 
program and to identify areas of improvement.  
Results will be presented to CIPC and to the 
BOT Technology Committee (BOTTC).   

Lead the implementation of the cyber 
security standards. 

Scott Mix is working as NERC’s “project 
manager,” to ensure the newly seated standard 
drafting team addresses FERC’s concerns in a 
timely, prioritized manner.   Scott participated 
as a subject matter expert in the SAR drafting 
phase, which recently concluded.  He will 
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continue in this role during the standards 
drafting.

Scott also helped create and deliver an auditor 
training program for the CIP standards. 

Actively manage the Infrastructure 
Security Guideline Program. 

Ongoing.

Review and improve existing 
security guidelines. 

Four guidelines, created in 2002, are being 
reviewed and updated this year:  Risk 
Assessment, Handling Sensitive Information, 
Emergency Plans, and Employment 
Background Screening.   Once these are 
updated, the age distribution of CIPC’s 
existing suite of security guidelines will be as 
shown:

2002-6
2003-1
2004-1
2005-2
2006-0
2007-4
2008-5

Because of the effort required to develop new 
guidelines throughout the remainder of this 
year, CIPC is not planning to review and 
update any more existing guidelines during 
2008.  CIPC will pick up its review process in 
2009, starting with the earliest vintage 
guidelines.

Develop new security guidelines to 
meet the needs of the electricity 
sector.

A new Threat and Incident Reporting guideline 
was approved in June.  RAWG will deliver a 
draft Risk Assessment Guideline to CIPC in 
September.  The Control System Security 
Working Group (CSSWG) is currently drafting 
a guideline for control system security. 

Consider whether any guidelines 
should be developed into standards. 

Ongoing.  CIPC’s Risk Assessment Working 
Group is actively discussing transitioning its 
draft guideline into a standards initiative. 

It is expected that the new CIP standards 
drafting team will identify the need for 
additional guidelines as its work proceeds.  
Scott Mix will liaise between the drafting team 
and CIPC.

Operating Reliability Support Services 
Objectives

Status

Maintain the reliability and 
effectiveness of all mission-critical 

Ongoing in partnership with NERC IT. 
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operating reliability support systems 
and services. 
Review and approve changes in the 
IDC as required to address changing 
market structures and seams between 
markets. 

Ongoing.  The IDC Working Group regularly 
discusses performance level, user satisfaction 
and required modifications.  Approximately 20 
change orders have been approved in 2008 to 
update and make minor improvements to the 
system.  The industry is beginning to discuss 
the future of TLR and will need to soon decide 
if the concept needs to be updated or replaced.

Continue to support maintenance of a 
transmission provider curtailment 
report on the CRC site in response to 
FERC Order 605. 

Ongoing.

Review the E-Tag functional 
requirements and specifications to 
ensure alignment with the IDC and 
other applications. 

Implemented 2 IDC change orders in 2008 to 
maintain IDC and E-Tag synchronization.  

Investigate and analyze the use of high-
speed real-time system measurements, 
including phasors, in predicting the 
behavior and performance of the 
interconnections.

Supported the Resources Subcommittee’s 
development of a new tool — Frequency 
Monitoring and Analysis (FMA) Using Phasor 
Measurements — by Electric Power Group.  A 
service contract has been signed and will 
commence on September 1.  

Facilitate real-time voice and data 
exchange services among reliability 
coordinators (e.g., Hotline, 
Interregional Security Network, 
NERCnet, System Data Exchange, 
etc.).

Ongoing.  The Reliability Coordinators and the 
Telecommunications Working group routinely 
discuss communications, training and system 
performance.  Current assessment is the 
systems are performing satisfactorily.  The 
Reliability Coordinators continue to address 
the DHS Critical infrastructure Warning 
Information Network (CWIN) system’s 
deficiencies and have indicated the system is 
not valuable.  These concerns have been 
communicated to DHS.

Conduct a business analysis of the 
operating reliability support systems 
listed below to achieve lower costs and 
higher effectiveness.  Increased use of 
outsourcing and off-the-shelf packages 
will be considered for the development 
and maintenance of operating reliability 
support services. 

The systems have been analyzed and reviewed 
with the NERC BOTTC.  The BOTTC has 
developed criteria for determining which tools 
should be administered by the ERO and which 
can or should be administered by others.  Work 
remains to develop a transition strategy from 
present arrangement to alternative.  

Review and revise the functional 
requirements and specification for the 
TSIN Registry in coordination with 
NAESB; recommend funding process 
and allocations. 

Transition to North American Energy 
Standards Board (NAESB) underway; to be 
completed by the end of the year. 

Transition Frequency and ACE 
Monitoring System to include the 

Underway.  Contracts for NERCnet 
telecommunications have been signed and are 
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Electric Reliability Council of Texas. awaiting installation.   Next, ERCOT must 
establish an Inter Control Center Protocol 
(ICCP) node and create data sharing models.
Expected completion by the end of the year. 

Integrate hourly area interchange error 
functionality into the Frequency and 
ACE monitoring tool. 

Done.

Implement the Transmission 
Monitoring System as defined by the 
feasibility study included in the DOE 
and FERC report to Congress, as 
required by section 1839 of the EPAct 
of 2005. 

This objective has morphed into the NASPI 
project, which has gained BOTTC support and 
is actively underway. 

Technical Committees and Members’ Forums 

Members’ Forum Objectives Status 
Reevaluate the structure, role, and 
deliverables of the technical integration 
committee(s) to ensure the industry is 
able to effectively and efficiently 
provide its expertise in support of 
NERC’s mission as the ERO.  

Planning Committee, Operating Committee, 
Standards Committee, and Critical 
Infrastructure Protection Committee officers 
coordinate activities on a monthly basis. 

Utilize the NERC technical integration 
committee(s) and its subject matter 
expert subgroups: for technical advice 
and support for all NERC programs 
with specific advice and support to the 
Reliability Assessment and 
Performance Analysis Program 
(Planning Committee) and the 
Reliability Readiness Evaluation and 
Improvement Program (Operating 
Committee); to serve as forums for 
technical discussion and integration of 
the outputs of each NERC program; 
and to provide expert technical 
opinions on all reliability matters to the 
NERC programs and the board.  

Support, input, and advice is on-going.
Significant activities include Planning 
Committee support for the long term reliability 
assessment, CIPC work with ES-ISAC 
operations and Operating Committee input on 
the future of the Readiness Program.  Various 
subcommittees, task forces and working 
groups of the committees also provide 
technical expertise and input on Event 
Analysis, Situation Awareness and Training, 
Education and Personnel Certification. 

Information Technology 

Information Technology Objectives Status 
Implement work plans to achieve 
substantial compliance with NERC’s 
Cyber Security Standards CIP-002 — 
CIP-009 by December 31, 2008.  

Ongoing.  Self-certification for 2008 
compliance elements complete. 

Redesign NERC’s Web site, 
incorporating the information 

Implemented in July.  Planning has already 
begun on Phase 2. 
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availability, access, and navigation 
requirements identified in the 
communications plan. 
Deliver tools to enhance situation 
awareness.

The SAT is live for PJM.  We are working 
closely with SAIS staff to implement 
refinements as directed.  

We also worked with Situation Awareness and 
Infrastructure Security (SAIS) staff to outfit a 
“monitoring center.”  To date, we’ve updated 
visual displays in the small conference room 
for use during crises.  We will work closely 
with the CSO to develop a comprehensive plan 
and appropriate budget for execution in 2010 
and beyond. 

Deliver tools to support the information 
exchange and confidentiality 
requirements of the readiness 
evaluation program. 

This objective has grown in scope to include 
the needs of compliance audit teams, standards 
drafting teams, and committees, 
subcommittees and working groups.   

We have signed a contract with Guidance to 
deliver a web-based portal solution to facilitate 
information exchange and document 
management.  Part of the project will be 
delivered this year in concert with the new 
Compliance Reporting and Tracking System 
C-RATS).  The remainder will be delivered in 
2009.

Manage the transition of CDMS to 
NERC.

CDMS has been cancelled.  Work on a 
replacement began in earnest in June 2008 
when we selected a vendor — Guidance.
NERC is working closely with a consortium of 
regions to ensure compatibility of C-RATS 
with tools they are developing for similar 
purposes.

Enhance IT infrastructure to better 
support a growing staff in multiple 
locations.

Since January, we have accomplished the 
following major initiatives: 

added six terabytes of data storage onto the 
file server for a total of 9 terabytes 
transitioned 17 servers to high availability 
blade servers 
upgraded email firewalls to improve 
performance 
added new VPN appliances for reliability 
and redundancy 
introduced two-factor authentication using 
RSA fobs to improve security 
implemented a new core switch in a hot 
spare configuration 
transitioned cell phones from the Palm 
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operating system (found on the Treos) to 
Windows mobile (used on the Samsung 
phones) for reliability and performance; 
implemented new device to improve real-
time synchronization with Exchange email  
upgraded network monitoring tools for 
improved awareness, analytics, and 
response.

Legal and Regulatory 

Legal and Regulatory Objectives Status 
Obtain recognition of NERC as the 
electric reliability organization in all 
nine Canadian jurisdictions. 

Alberta:  NERC recognized as ERO under 
the Alberta Transmission Regulation by 
Alberta Ministry of Energy, effective 
December 26, 2007 (received February 13, 
2008).
British Columbia:  Efforts under 2008 
amendments to the British Columbia 
Utilities Commission Act, NERC and 
WECC are recognized as standards-setting 
bodies for reliability standards; efforts 
ongoing to implement further. 
Manitoba: NERC, MRO and Manitoba 
Hydro signed an interim agreement making 
reliability standards mandatory as to 
Manitoba Hydro in May 2008, while 
Manitoba considers legislative changes that 
would expand the program. 
New Brunswick: NERC, the New 
Brunswick System Operator and the New 
Brunswick Department of Energy have 
negotiated an MOU that would recognize 
NERC’s role as ERO. NERC, NPCC, and 
the New Brunswick System Operator have 
negotiated a second MOU that implements 
the first.  MOUs expected to be signed 3Q 
2008.
Nova Scotia:  NERC and Nova Scotia 
Utilities and Review Board signed MOU in 
December 2006 that recognizes NERC’s 
role as ERO and describes mechanisms for 
standards becoming mandatory and enforced 
within the province. 
Ontario:  NERC and the Ontario Energy 
Board signed an MOU in October 2006; the 
Ontario Minister of Energy recognized 
NERC as the ERO in November 2006. 
NERC, NPCC and Ontario IESO signed a 
second MOU in November 2006 to 
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implement the first. 2008 legislative 
amendments to Ontario’s Electricity Act 
will require revisions to both MOUs. 
Québec:  NERC and the Régie signed an 
MOU in December 2006; NERC, NPCC, 
and the Régie have negotiated an agreement, 
to be executed 3Q 2008, under which NERC 
and NPCC are recognized as standards 
setting bodies under Québec law and NERC 
and NPCC will provide compliance 
monitoring and enforcement services to the 
Régie for entities within Québec. 
Saskatchewan:  Saskatchewan has no 
regulatory authority for reliability – instead, 
such authority is vested in Sask Power.
NERC, MRO, and Sask Power are 
developing an agreement that would 
standards and compliance procedures within 
the province; efforts are ongoing. 
National Energy Board:  NERC and NEB 
signed an MOU in September 2006 
recognizing NERC’s role as ERO; in April 
2008, NEB announced its intention to make 
reliability standards mandatory as a 
condition to the license for International 
Power Lines. 

Obtain regulatory approvals for new 
and revised reliability standards on a 
timely basis. 

Order No. 713 approved the five (5) 
Interchange Standards and directed NERC 
to clarify one (1) aspect of the Transmission 
Loading Relief Standard.  This Order also 
approved interpretations to four (4) 
reliability standards. (Issued July 21, 2008; 
Docket No. RM08-7-000) 
Order on VSLs approved the VSL 
assignments for eighty-three (83) approved 
reliability standards and directed NERC to 
filed modifications to five (5) standards. 
(Issued June 19, 2008; Docket No. RR08-4-
000)
Letter Order Approving ten (10) VRFs for 
certain FAC requirements (May 29,  2008; 
Docket No. RM07-3-000) 

Order approving NERC’s December 
17, 2007 filing of revisions to 31 of the 
74 VRF assignments for approved 
reliability standards.  (Issued February 
6, 2008; Docket Nos. RR07-9-004 and 
RR07-10-004)

Order No. 706 approved eight (8) CIP 
reliability standards.  (Issued January 8, 
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2008; Docket No. RM06-22-000) 
Pending before FERC: 

Nuclear Plant Interface NOPR (Issued 
March 20, 2008; Docket No. RM08-3-
000)
VRFs for nine (9) CIP standards (Filed 
July 30, 2008; Docket No. RM06-22-003) 
Petition for approval of FAC-010-2, FAC-
011-2 and FAC-014-2 reliability standards 
(Filed June 30, 2008; Docket No. RM07-
3-000)
Petition for approval PRC-023-1 
Transmission Relay Loadability reliability 
standard (Filed July 30, 2008; Docket No. 
RM06-22-004)
Petition for approval WECC Regional 
reliability standard and three (3) 
definitions (Filed July 29, 2008; Docket 
No. RM08-12-000) 
Petition for approval of formal 
interpretations to BAL-003-0 and VAR-
001-1 reliability standards (Filed July 28, 
2008; Docket Nos. RM06-16-000 and 
RM08-15-000)
Errata petition for approval of IRO-005-2 
and TOP-004-2 reliability standards (Filed 
July 28, 2008; Docket Nos. RM07-3-004 
and RM06-16-000) 
VSLs for twenty (20) Requirements or 
Sub-Requirements in 83 reliability 
standards (Filed July 21, 2008; Docket No. 
RR08-4-000)
Revised VRFs per Order No. 706 (Filed 
June 27, 2008; Docket No. RM06-22-000) 

Process all appeals of compliance 
actions in an effective and efficient 
manner. 

Thirty-seven (37) Notices of Penalty were 
filed and approved by FERC (Issued July 3, 
2008; Docket Nos. AD08-10-000; NP08-1-
000, et al.)
FERC Order issued upholding the TO/TOP 
registry determinations of New Harquahala 
Generating Company, LLC (Issued May 16, 
2008; Docket No. RC08-4-000) 
FERC Order issued upholding the DP, TO, 
and TOP registry determinations of the 
Department of Energy Portsmouth/Paducah 
Project; and remanding the LSE 
determination for further consideration. 
(Issued July 21, 2008; Docket No. RC08-5-
000)
Of the four (4) pending FERC appeals in 
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2008, Orders on the merits on two (2) were 
issued in 2008. 
There are four (4) registration appeals in 
various stages expected to be before the 
BOTCC in 2008. 
A new version of the NERC Statement of 
Compliance Registry Criteria has been filed 
at FERC to address the LSE gap. (Filed July 
31, 2008; Docket Nos. RC07-4-003, et al.)

Human Resources 

Human Resources Objectives Status 
Recruit stellar employees. Ongoing.
Provide training programs. In progress. 
Review employee benefits. Done.

Finance and Accounting 
Finance and Accounting Objectives Status 

Evaluate the institution of budgeting 
software across NERC and the regional 
entities to achieve greater consistency 
in the annual budget development.

Preliminary analysis completed.  Will reach 
conclusion prior to year’s end. 

Institute an internal audit function. Expect this function to be in place by year’s 
end.

Develop procedures for the application 
of penalties to future assessment 
requests.

Preliminary procedures developed.  Expect 
policy to be in place in 3rd quarter. 

Provide advice from the financial 
perspective on contracts into which the 
organization may enter. 

This is an ongoing undertaking. 
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2009 Metrics Development by Program 

Organization-Wide

1.  Organization Structure

FRCC

FRCC is a non-profit corporation and provides statutory functions and services for the FRCC Region 
through its Regional Entity Division, as well as non-statutory services for the FRCC Region through its 
Member Services Division.  This divisional structure was approved by the Federal Energy Regulatory 
Commission on March 21, 2008.

MRO MRO is a stand-alone non-profit corporation incorporated in Delaware.

NPCC

The NPCC is a New York State not-for-profit corporation which provides international cross-border regional 
entity functions and services for its general membership within Northeastern North America through a 
Regional Entity division (U.S. statutory activities delegated through a Regional Delegation Agreement with 
NERC and individual Canadian provincial regulatory and/or governmental Memoranda of Understanding or 
agreements which provide for separate LSE designee funding), as well as Full Member services (regionally-
specific criteria development and criteria compliance and enforcement - non-statutory separately funded by 
Independent System Operators and/or Balancing Authorities within the Region) for the NPCC Region through 
a Criteria Services division.  This divisional structure has been in place since the August 1, 2007 merger of the 
NPCC Cross-Border Regional Entity, Inc. with and into the Northeast Power Coordinating Council, Inc. and 
was approved by the Federal Energy Regulatory Commission (FERC) on March 21, 2008. 

RFC ReliabilityFirst Corporation (RFC) is a stand-alone, not for profit corporation.  We engage in only those 
activities delegated to us by the ERO. 

SERC SERC Reliability Corporation (SERC) is a separate non-profit corporation, incorporated in Alabama, that 
performs only statutory functions delegated by the ERO.

SPP

SPP RE is an independent division of Southwest Power Pool, Inc. (SPP), a non-profit regional 
transmission organization incorporated in Arkansas. It is governed by a separate and independent 
Board of Trustees with sole authority over the Regional Entity functions and no role in the SPP RTO or 
other non-statutory activities.

TRE TRE is an independent division of ERCOT (a non-profit corporation), and is functionally separated from 
the ERCOT ISO. 

WECC WECC is a stand-alone, Utah non-profit corporation.

2.  Staff: Distinct, shared, loaned 

FRCC The FRCC accomplishes this divisional separation with a combination of shared staff, loaned staff and 
distinct staff

MRO MRO does not have shared or loaned employees.

NPCC

27.2 full time equivalents (FTEs) are allocated to the RE division and those FTEs are comprised 
predominantly of members of staff and inclusive of a relatively small number of subject matter expert 
independent contractors 

NPCC has a distinct staff that is assigned to program areas.  The corporation also retains independent 
contractors for specific program areas based on subject matter expertise.  The NPCC is further 
strengthened by extensive volunteerism from industry technical experts, from within its international 
membership, who work tirelessly in support of all of the program areas through various NPCC and 
NERC committees, subcommittees, task forces and working groups.
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RFC RFC has a distinct staff dedicated to the activities delegated by the ERO.  No shared or loaned 
employees or services. 

SERC

SERC has its own staff that is not shared or loaned from stakeholders.  However,  
SERC operates an extensive network of stakeholder committees which provide technical expertise in 
power systems planning and operations and critical infrastructure protection.  SERC has 2 contractors 
working in cyber security and information technology.  SERC has retained outside counsel and has 
agreements with three independent hearing officers that are used as needed.

SPP

SPP RE has budgeted 17.2 FTE to perform statutory functions.  This represents a mix of SPP Inc. “non-
distinct” shared staff that has responsibilities in both SPP Inc. and the RE, and dedicated independent 
RE staff in the Compliance and Enforcement and Reliability Assessment programs. The “non-distinct” 
shared staff tracks time and expenses to the RE when performing statutory functions. 

TRE

Texas RE has distinct staffing; however Texas RE does have support services budgeted and provided 
by the ERCOT ISO.  The services provided relate to the following areas:  

 Insurance coverage 
 Risk management 
 Treasury management 
 Human resource services 
 Procurement and contract administration 
 Accounting, budget and payroll services 
 Facilities costs 
 Information technology allocation 
 Board of Trustees expense 

WECC
WECC has 144 FTEs budgeted for 2009, 140 for statutory and 4 for non-statutory activities.  WECC 
does not have shared staff or loaned employees.  However, for non-compliance activities WECC relies 
on the support of industry volunteers.

3.  Describe Shared Services Arrangements 

FRCC
Each employee of the FRCC reports the number of hours spent daily on each function and division.  Their 
costs and those of the staff will be split accordingly.  Any costs that can be directly linked solely as either 
divisional and/or functional will be charged directly to those divisions. 

MRO MRO does not have any shared services arrangements.

NPCC
NPCC does not have shared services arrangements for 2009.  Monthly timesheets track the time spent 
working in individual program areas.  Most FTEs are fully allocated to a specific program area and those 
that work in more than one program area account for their time accordingly.

RFC No such arrangements currently exist. 

SERC

SERC has no shared service arrangements or financial relationships with any stakeholders, except the 
funding mechanism controlled by the delegation agreement and the ERO budget process.  SERC has a 
shared support agreement with four other regional entities for the maintenance and development of the 
web based portal for compliance program management.

SPP

SPP Inc. defines shared services as those associated with overhead functions such as payroll, accounts 
payable, information technology, human resources, facilities, and various other functions. SPP Inc. staff 
who provide these shared services are not considered “non-distinct” shared staff and their time and 
expenses are captured in the SPP RE indirect rate.

TRE $566k is budgeted for support services from ERCOT 

WECC WECC does not currently have any shared services arrangements.

4.  Number of Registered Entities 

FRCC The FRCC has 78 Registered Entities. 
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MRO 113

NPCC
Within its General Membership of 14 and Full Membership of 54 for a members total of 68, NPCC has 
264 Registered Entities within the Region providing some 545 functions with associated total 
requirements of 29,310 at the time of this submittal.

RFC 364 at the time of this submittal 

SERC 222

SPP 124

TRE 200 registered entities performing 292 functions at the time of submittal 

WECC As of July 10, 2008, WECC had 472 Registered Entities providing 1,271 functions, with associated total 
requirements of 76,511.



2009 Metrics Development by Program 

August 15, 2008  4

Standards

1.  Headcount (FTE’s)

FRCC 1.76

MRO 2.5

NPCC 3.0 FTEs, consisting of both NPCC Staff and Independent Contractors

RFC Two (2) although some compliance and engineering staff also support from time to time. 

SERC 1.4

SPP 1.0

TRE 1.7 FTEs budgeted for 2009 

WECC 4.0 FTEs

2.  Develop regional standards? (Y/N) 

FRCC Yes

MRO

Yes, utilizing our FERC accepted MRO Standards Process Manual.  Regional Reliability Standards, when 
approved by the Federal Energy Regulatory Commission (FERC) and applicable authorities in Canada, shall 
be made part of the body of NERC Reliability Standards and shall be enforced upon all applicable bulk-power 
system owners, operators, and users within the MRO region, regardless of membership in the region.  The 
process is managed by the MRO Standards Committee to ensure that: 

Midwest Reliability Organizational Standards are consistent with current NERC Standards.  
All requests for new or modifications to, MRO Standards are processed using the MRO’s Standards 
process.
New, or modifications to, MRO Standards are presented for adoption to the MRO Board upon 
recommendation of the MRO Balloting Pool.  
Assign the development of the standard to a Standard Drafting Team.  

Develop criteria and certification processes for Balancing, Interchange, and Reliability Authorities, and for 
Transmission Operators and others as needed. 

NPCC

Yes, through a Regional Standards Committee (RSC).  The RSC, utilizing the FERC filed and approved 
NPCC Regional Reliability Standards Development Procedure, manages the standards development 
process and ensures that regional standards will be developed, fully coordinated and consistent with the 
ERO standards and conform to all schedules appearing in the NERC standards development three-year 
work plan.

RFC Yes, but only in support of NERC standards or to fill gaps until NERC standards are in place. 

SERC Yes 

SPP SPP RE develops any regional reliability standards per the guideline as defined in the delegation 
agreement.

TRE Yes, to support reliable operation of the bulk power system in the ERCOT Region 

WECC Yes, WECC follows the FERC-filed and approved Process for Developing and Approving WECC 
Standards.
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3.  How many? 

FRCC

4 as follows: 
 Regional Generator Performance During Frequency and Voltage Excursions; Automatic Under Frequency 
Load Shedding Program; Analysis of Misoperations of Transmission and Generation Protection System; and 
Disturbance Monitoring and Reporting Requirements. 

MRO

For 2009 a minimum of 3 regional reliability standards will be developed; 
 Under Frequency Load Shedding 
 Special Protection Systems 
 Disturbance Control Performance 

This is contingent on the NERC Drafting Teams completing their process of developing the necessary 
regional characteristics to allow the MRO to develop regional standards that are consistent with the NERC 
Work Plan.

NPCC

A minimum of 3 regional reliability standards will be developed/completed.  These NPCC regional standards 
will include, but not be restricted to:

Under Frequency Load Shedding (UFLS) 
Special Protection Systems 
Balancing Resource and Demand, Reserve Sharing and Requirements 

(The schedule for completing these three standards is predicated on the ability of NERC’s Drafting Teams and 
process to provide NPCC with the fundamental core attributes for each of these to allow NPCC to begin 
developing the corresponding regional standards, consistent with the NERC 2008-2010 Workplan for 
deliverables in these areas.)

RFC

Currently RFC has 5 Standards Under Development in the drafting phase in support of NERC standards 
or to fill gaps until NERC standards are in place: 

• Automatic Under frequency Load Shedding (Gone through 3 comment posting. Additional postings 
needed in 2008 & 2009 since NERC recently issued 1st posting for regional characteristic that need to 
be confirmed.) 
• Verification and Data Reporting of Generator Gross and Net Real Power Capability (Needed to replace 
3 legacy documents. Will be updated as appropriate when NERC continent wide standard is completed 
– 1st NERC posting is expected September, 2008.) 
• Verification and Data Reporting of Gen Gross and Net Reactive Power Capability (Needed to replace 3 
legacy documents. Will be updated as appropriate when NERC continent wide standard is completed – 
1st NERC posting is expected November, 2008.) 
• Disturbance Monitoring and Reporting Requirements (Needed to replace 3 legacy documents. Extent 
of additional work dependent on RFC Board action fall 2008 meeting. If put in place, it will be updated 
as appropriate when NERC continent wide standard is completed – 1st NERC posting is expected 
August 2008.) 
• Special Protection System Requirements (Consider need to replace RFC procedures and limitations 
on installation. NERC has not begun related SPS Project and may include some level of SPS limitation 
in current NERC TPL Project.) 

Currently RFC has 1 Standard Under Development which is unique to the RFC region and not in 
support of a NERC standard: 
• Planning Resource Adequacy Analysis, Assessment and Documentation (This is a revision of currently 
RFC approved document.) 

Currently RFC has 1 Standard Under Development in support of a NERC standard that was referred 
back to RFC after being submitted to NERC for approval: 
• Operating Reserves (Depending on RFC Board action in fall of 2008, this standard may continue to 
move forward to NERC after additional modification.) 

Currently RFC has 2 Standards Under Development on hold in support of NERC standards or to fill 
gaps until NERC standards are in place: 
• Sub-regional Adequacy (Work may begin in 2009 when additional SDT resources are available.) 
• Capacity Benefit Margin (This effort may be terminated depending on outcome of current NERC 
Project work.) 
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SERC

3 as follows:   
SERC’s main focus is supporting the development of North American bulk power system reliability 
standards. Currently SERC has one regional standard under development.  Efforts on development of 
two additional regional standards are scheduled to start in the fourth quarter of 2008.  Plans are to 
develop a total of four SERC regional standards as identified in the NERC Three-Year Reliability 
Standards Work Plan. 

SPP
SPP RE will develop regional reliability standards as needed to meet NERC standards requirements.  
Primary emphasis for 2009 in the area of regional “fill-in-the-blank” standards currently budgeted for 
one.

TRE Currently, 2 technical standards have been approved for development.  There is also 1 administrative 
modification to the Standards Development Process, and 1 remanded SAR in process. 

WECC

WECC Standards staff is currently working on 12 standards with additional effort directed toward the NERC 
“Fill-in-the Blank Standards.”  Details on the status of these activities are provided as follows:  
a. The WECC Automatic Time Error Control (ATEC) Standard was approved by the NERC Board of 

Trustees on March 26, 2008.   WECC Standards staff is working with NERC to finalize NERC’s 
submittal for filing with FERC by January 1, 2009.  

b. The WECC Standards staff continues to work with NERC on the seven Tier 1 Standards 
replacements that were approved by the WECC Board of Directors on April 16, 2008.  WECC 
submitted the seven replacement standards to the NERC staff on June 10 and 11, 2008.  WECC 
Standards staff will work with NERC staff to provide any additional information necessary for the 
submittal of these standards by the NERC staff to the NERC Board of Trustees; and their subsequent 
submittal to FERC for regulatory approval. 

c. WECC is in the initial development stage of a new WECC Frequency Responsive Reserve Regional 
Reliability Standard.  

d. WECC has identified a potential need for a new WECC Regional Reliability Voltage Ride-Through 
Standard.  This effort may move forward as a Regional Criteria rather than as a Regional Reliability 
Standard.

e. WECC is in the initial development stages of modifying the WECC Unscheduled Flow Mitigation Plan. 
f. WECC is in the initial development stages of a new WECC Operations Network Regional Reliability 

Standard.

In addition, WECC’s Standards staff will participate in the development of all Regional Reliability 
Standards necessary for supporting NERC’s “Fill-in-the-Blank Standards.” 

4.  How many NERC standards processes (drafting teams, coordinate, review standards, comments, remind to vote) do 
regional employees participate in? 

FRCC
The FRCC participates in all standards processes.  Linda Campbell is the representative on the NERC 
Standards Committee.  John Odom is Chair of the Standard Drafting Team and Eric Senkowicz has 
participated on numerous standard drafting teams. 

MRO

MRO staff and Registered Entity volunteers are heavily involved in the support of NERC standards process.  
MRO staff participates in all aspects of the NERC standards development (NERC Standards Committee and 
key standard and SAR drafting teams), regional standards development (MRO Standards Committee and all 
standards and SAR drafting teams), NERC Regional Reliability Standards Working Group and neighboring 
regional processes (RFC, SERC, TRE, NPCC, WECC and SPP), NERC BOT and process improvement 
(NERC Standards Workshops, communication outreach, education).  MRO provides the coordination for the 
review, commenting of all NERC standards and SAR and provides recommendations on voting of standards.  
MRO also solicits volunteers for all drafting teams to ensure representation for our region.

NPCC

The NPCC FTEs participate in all standards processes including ERO standards development (NERC 
Standards Committee, NERC Functional Model Working Group, and key ERO standard and SAR 
drafting teams), regional standards development (NPCC Regional Standards Committee, NERC 
Regional Reliability Standards Working Group), general standards improvement activities (monitoring of 
adjoining regional drafting activities, specifically RFC, MRO and SERC drafting teams and in their 
processes), business practices interface (North American Electricity Standards Board, NERC Member 
Representatives Committee and Board of Trustees) process improvement (NERC Reliability Standards 
Workshops, NERC Standards Process Subcommittee), and communications.  Coordination, review, 
commenting, consensus building, education and reminders and recommendations with regard to 
standards, SARs and voting are all services provided by NPCC as well as ensuring that representatives 
from the Northeast are on all ERO drafting teams.
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RFC

RFC staff is heavily involved in support of NERC standards drafting teams and processes: 

a. SAR DT involvement: 

   1 – Member of Project 2008-05, Credible Multiple Element Contingencies  

b. SDT involvement: 

            1 – Member and SAR requestor for Project 2007-11, Disturbance Monitoring  
  PRC-002 — Define and Document Disturbance Monitoring Equipment Requirements 
  PRC-018 — Disturbance Monitoring Equipment Installation and Data 
            2 – Member of Project 2006-09, Facility Ratings 
• FAC-008-2 - Facility Ratings 

            3 – Member of Project 2008-04, Modifications to FAC-010, FAC-011, and FAC-014 for Order 
705
• FAC-010-2 — System Operating Limits Methodology for the Planning Horizon  
• FAC-011-2 — System Operating Limits Methodology for the Operations Horizon  
• FAC-014-2 — Establish and Communicate System Operating Limits  

            4 – Chairman and SAR requestor for Project 2007-09, Generator Verification 
  PRC-019 — Coordination of Generator Voltage Regulator Controls with Unit Capabilities and 
Protection
  PRC-024 — Generator Performance during Frequency and Voltage Excursions 
  MOD-026 — Verification of Models and Data for Generator Excitation System Functions 
  MOD-027 — Verification of Generator Unit Frequency Response 
  MOD-024 — Verification of Generator Gross and Net Real Power Capability 
  MOD-025 — Verification of Generator Gross and Net Reactive Power Capability 

            5 – Vice-chairman and Supplemental SAR requestor for Project 2006-02, Assess Transmission 
Future Needs and Develop                       Transmission Plans  
• TPL-001 — System Performance under Normal Conditions  
• TPL-002 — System Performance Following Loss of a Single BES Element  
• TPL-003 — System Performance Following Loss of Two or More BES Elements  
• TPL-004 — System Performance Following Extreme BES Events  
• TPL-005 — Regional and Interregional Self-Assessment Reliability Reports  
• TPL-006 — Data from the Regional Reliability Organization Needed to Assess Reliability  
            6 - Member and SAR requestor for Project 2007-01, Under frequency Load Shedding 
• PRC-006 — Development and Documentation of Regional Reliability Organizations’ Under frequency 
Load Shedding Programs  
• PRC-007 — Assuring Consistency with Regional UFLS Programs  
• PRC-009 — UFLS Performance Following an Under frequency Event 
c. NERC Working Group & Subcommittee involvement: 
            1 – Member of Functional Model WG 
            2 – Member of Regional Reliability Standards WG 
            3 – Member of Standards Committee Process Subcommittee 

d. Interpretation Drafting Team involvement: 
            1 – Chairman of two past IDT with approved interpretations concerning VAR-001 and VAR-002 
            2 – Chairman of Project Number: 2008-11, Interpretation of VAR-002a by ICF Consulting 

e. FERC involvement: 
            1 – As a member of NERC SDT, RFC has been on a number of NERC/FERC calls helping 
explain the development of NERC standards. 

SERC

SERC staff facilitates and promotes participation of SERC regional technical groups to develop and file 
comments on nearly all NERC draft SARs and standards.  SERC staff and volunteers are actively 
engaged on all NERC drafting teams as well as comment and vote on nearly all NERC SARs and 
standards through the Registered Ballot Body.

SPP

There are no SPP Regional Entity dedicated staff (those reporting to the Executive Director of 
Compliance and Enforcement) who participate on any NERC standards drafting teams, assemble 
NERC comments, or any other part of the NERC standards development process. A limited number of 
SPP Inc. shared staff are involved in assembling stakeholder comments and reminders to stakeholders 
to comment and vote but are performing those functions under SPP Inc. and not for the SPP Regional 
Entity. Currently, there is one SPP Inc. shared staff who is participating on the NERC Regional 
Standards Working Group. Since the purpose of this group is to coordinate the development of regional 
standards, this shared staff person tracks time and expenses for this activity to the SPP Regional Entity. 
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TRE All but one (drafting team) of the NERC standards processes

WECC

The WECC Standards staff, two engineers and shared administrative support, participates in all aspects of the 
NERC Standards Development Process.  Some specific examples include: 
a. One WECC Standards staff member is a member of the NERC Standards Committee. 
b. One WECC Standards staff member is a member of the NERC Regional Reliability Standards Work 

Group. 
c. Two WECC Standards staff members participate in the comment process for all NERC Standards 

activities and distribute additional reminders to industry participants in the WECC regions. 
d. One WECC staff member (not from the standards function) is on the NERC Generator Verification 

Standard drafting team.  
e. Two WECC Standards staff members participate in the activities of each of the five drafting teams for 

the Tier 1 Regional Reliability Replacement Standards. 
f. One WECC Standards staff member participates as an observer on the Assess Transmission Future 

Needs and Develop Transmission Plans drafting team. 
g. One WECC Standards staff member is a member of the NERC Credible Multiple Element 

Contingencies Standard drafting team. 
h. One WECC staff member (not from the Standards function) is a member of the NERC Transmission 

Issues Subcommittee, which recently has provided input to the NERC Assess Transmission Future 
Needs Standards drafting team. 

5.  Staff vs. paid consultants? 

FRCC All Staff 

MRO MRO staff.  MRO industry volunteer are active on the Standards Committee and the Standard Drafting teams. 

NPCC 2 FTEs Staff and 1 FTE Independent Contractors. NPCC industry volunteers are active on the 
Standards Committee and the standard drafting teams.

RFC RFC does not use contractors or consultants for standards work.  Industry volunteers are used on the 
Standards Committee and the standard drafting teams. 

SERC The standards staff is entirely SERC payroll employees. 

SPP SPP RE staff 

TRE TRE has not specifically budgeted for paid consultants. 

WECC
Although WECC will use FTEs in the Standards function, it has budgeted a small amount ($28,800) for 
consultants. In addition, WECC industry volunteers are active in many areas of the Standards 
development process. 
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Compliance Enforcement & Organization Registration

1.  Headcount (FTE’s)

FRCC 9.1

MRO 10.00

NPCC 9.0 FTEs, consisting of both NPCC Staff and Independent Contractors

RFC Currently 13.  Budgeted for 23 in 2009. 

SERC 21.5

SPP 6.0

TRE 14.15 FTEs budgeted for 2009 

WECC 30 FTEs. 

2.  How many registered entities?

FRCC 78

MRO 113

NPCC 264

RFC 364

SERC 222

SPP 124

TRE 200 Registered Entities as of 6/30/2008 

WECC As of July 10, 2008, WECC had 472 Registered Entities providing 1,271 functions, with associated total 
requirements of 76,511. 

3.  Number of functions per each registered entity?

FRCC It varies, but on average 3.2 per registered entity.

MRO On average there are 5.2 functions per registered entity (total of 587 functions). However, the larger entities 
on a 3 year cycle average 8-10 functions and the smaller 6 year cycle entities average 2 to 3.

NPCC Of the 545 functions, the number of functions per registered entity ranges from 1 to 11 functions.

RFC
There are 364 entities registered with a total of 676 functions that averages to 1.90 functions per entity.  
However, the larger 3 year audit cycle entities average 4.17 functions, while the smaller, 6 year cycle 
ones average 1.45. 

SERC It varies, but on average 2.8 per registered entity.

SPP On average there are 3.12 functions per registered entity (total of 387 functions). 
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TRE 292 functions being performed by 200 entities- average approximately 1.46 functions per entity 

WECC 1,271 functions performed by 472 entities for an average of 2.69 functions per registered entity 

4.  Number of Audits? Cost per audit?  (Different registrants require different audit schedules and timeframes necessary for 
audits.)

FRCC

9 On-Site Compliance Audits; 9 Table Top Compliance Audits; 79 Self-Certifications; 44 Spot checks and 948 
Periodic Data Submittals are anticipated in 2009.

The cost per audit depends on the complexity of the type of audit and the location of the entity.  The 
total cost of the Compliance Audit Program is approximately $2,338,249 which would be approximately 
$9,467 per function or an average of $30,293 per registered entity.

MRO

7 on-site (BA, TOP, RC) and 14 (other type) audits for a total of 21 audits to be performed in 2009. Cost per 
audit is approximately $2,150 per person per audit (assuming 3 staff on an audit); different registrants require 
different audit schedules and timeframes necessary for audit; MRO has included two hearings, two 
investigations, and two system event investigations in its budget for 2009.

NPCC

The 2009 Compliance Audit Schedule for NPCC includes 125 compliance audits.  Four categories have been 
established using the scope and complexity of the audit, based on the number of requirements for each 
registered entity contained on the monitored list of reliability standards to be audited.  Large On-Site audits are 
characterized by +150 requirements; Large Off-Site are characterized by +75 requirements; Medium Off-Site 
are characterized by 26-75 requirements; Small Off-Site are characterized by 1-25 requirements.   

NPCC has scheduled 16 “large” On-Site Compliance Audits; 80 “large” off-site audits, 16 “medium” audits and 
13 “small” audits.  Two hundred (200) limited, unscheduled, “spot checks” will be utilized to verify self 
certification, self reporting and periodic data submittals in 2009.  These estimates have taken into 
consideration the projected total number of registered entities for each type and the established three-year 
cycle for RC, BA, TOP Compliance Audits and the established six-year cycle for all other registered entity 
types. 

The cost per audit depends on the complexity of the type of audit and the number of requirements being 
audited.  With the expanding scope, data acquisition and retention requirements, as well as the increase 
in the number of requirements, the cost of audits has increased. NPCC developed estimates of $40,000 
per large on-site audit, $12,000 per large off-site audit, $5,000 per medium off-site audit and $2,000 per 
small off-site audit to project possible costs. 

RFC

ReliabilityFirst plans to perform 67 – 80 audits during 2009: 12 to 15 larger entities, per 3 year cycle. 55 
to 65 smaller entity audits per 6 year cycle.  Of the 65, most will be off-site (ReliabilityFirst offices). 

Cost/Audit - 3 year audit estimates are $18,000 for travel (these audits are 4-5 days) and 1 contractor 
support.  Does not include staff labor costs.  For 6 year audits, we figure to do 20 on-site at cost of 
$6,000 per audit (these are anticipated as 1-2day audits).  The remaining audits would have no cost 
above labor, as these will be at the ReliabilityFirst offices. 

SERC

SERC plans 88 total audits in 2009, as broken down below by size: 
 8 large audits (5 days onsite for 4.5 staff plus additional volunteers) 
 7 medium audits (3 days onsite for 3 staff plus additional volunteers) 
 28 small audits (2 days onsite for 2 staff plus additional volunteers) 
 20 cyber security audits (2 days onsite for 2 staff plus additional volunteers) 
 20 off-site audits 
 5 cross regional audits 

These audits are per entity, with the assumption that all registered functions will be addressed during 
the audit.  The total cost of the audit program is approximately $2,630,486, which averages $29,892 per 
audit.

SPP Seven to nine on-site compliance audits of registered RC, BA, and TOP entities and fifteen to twenty on-
site (or other approved methods) of compliance audits of other registered entities 
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TRE

Tentatively 46 audits (24 onsite audits and 22 tabletop audits) and 10 spot checks are planned for 
FY2009.  Audit expense consists of the following: Drive: 20 audits x 4.5 people x $360 per person for a 
total of $32,400 Fly: 4 audits x 4 people x $650 per person for a total of $10,400 Spot Checks: 10 audits 
x 3 people x $360 per person for a total of $10,800 Total Cost - $53,600.   Total expense per person 
includes meals, travel, lodging & other expenses. 

WECC

22 on-site audits are planned for 2009, 19 of which are already scheduled.  WECC’s Compliance Department 
will conduct on-site audits of Balancing Authorities, Transmission Operators and Reliability Coordinators1 on a 
three-year cycle.  WECC’s Compliance Department will audit all other Registered Entities on a six-year cycle.  

2009 On-site Audits (22):
WECC estimates the total cost for on-site audits to be $782,500.  The cost per on-site audit will be $35,600.   

2009 Off-site Audits (80):
WECC estimates the total cost for off-site audits to be $300,000.  The cost per off-site audit will be 
$3,750.

5.  Staff vs. paid consultants?

FRCC Staff

MRO MRO audits are performed with the Regional Entity staff only

NPCC 7 FTEs Staff and 2 FTEs Independent Contractors

RFC RFC supplements the compliance auditors with contractors periodically. 

SERC All staff are on the SERC payroll. 

SPP SPP RE staff and consultants as needed 

TRE TRE does not have amounts specifically budgeted for paid consultants. 

WECC 30 FTEs (staff) and five independent consultants. 

6.  Volunteer support?

FRCC In 2009, FRCC will cease the use of volunteers.

MRO No. Only MRO staff.

NPCC

No.  NPCC does not use volunteers for its audits under the Compliance Monitoring and Enforcement 
Program.  Audits are conducted by 1 member of staff and a minimum of 2 independent contractors per 
audit depending on the number of requirements being audited.  NPCC industry volunteers are active on 
the NPCC Compliance Committee.

RFC ReliabilityFirst Corporation does not permit stakeholders to participate in compliance audits.  Only the 
independent staff of RFC or independent contractors can participate. 

SERC SERC uses volunteer subject matter experts to supplement audit teams.  SMEs do not have a decision-
making role during an audit – they advise the audit team leader, who is a staff member. 

SPP No

TRE No Volunteer support is planned in 2009 - Texas RE Staff only 

WECC WECC’s Compliance Department does not utilize volunteer support. 
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Readiness Evaluations

1.  Headcount (FTE’s)

FRCC This program has been eliminated effective 1/1/2009

MRO .5 FTE

NPCC The RREI program, having concluded its post Blackout 2003 mission, has been eliminated effective 
1/1/2009 for NPCC from its 2009 Business Plan and Budget.

RFC See response below in question #2. 

SERC This program has been eliminated effective 1/1/2009. 

SPP 0.5

TRE 0 FTEs budgeted in 2009 

WECC 2.0 FTEs. 

2.  Number of evaluations in each region (NERC)? – NERC to provide

FRCC

MRO

This program has been eliminated effective 1/1/2009. However, NERC has identified 26 entities that need the 
registration evaluated. Of the 26 outstanding entities, 5 are in MRO’s footprint. The funding that was 
anticipated for readiness evaluations will be maintained in MRO’s Business Plan and Budget for the said 
registration evaluations.

NPCC See response to question #1 above. 

RFC

NERC has eliminated the Reliability Readiness Evaluation and Improvement Program.  2009 will be a 
transition year, during which open Readiness recommendations in the Region will be monitored to their 
completion and a reduced set of Evaluations will take place.  Consequently, ReliabilityFirst has 
eliminated the Reliability Readiness Evaluation and Improvement Program funding requirements, FTE 
count, and activities from the 2009 Business Plan and Budget.  ReliabilityFirst resources required to 
support any remaining required activities of this NERC program are assumed to be minimal and will be 
absorbed by existing ReliabilityFirst staff. 

SERC This program has been eliminated effective 1/1/2009.

SPP

In its 2009 business plan, developed after approval of the plan by SPP, NERC has eliminated the 
Reliability Readiness Evaluation and Improvement Program.  In the NERC approved plan, 2009 will be 
a transition year, during which open Readiness recommendations in the Region will be monitored to 
their completion and a reduced set of Evaluations will take place.  Due to the uncertainty associated 
with the final disposition of the NERC program and the expectations delegated to SPP at the time this 
plan was developed and finalized, the potential for an under run of 2009 expenditures compared to 
budget exists, but is difficult to quantify at this time.

TRE This program has been eliminated effective 1/1/2009.

WECC

Under the existing Readiness Evaluation Program, WECC has 20 evaluations tentatively scheduled for 2009.   

Note:  In NERC’s 2009 business plan, developed after approval of this plan by WECC, NERC has 
eliminated the Reliability Readiness Evaluation and Improvement Program.  In the NERC approved plan, 
2009 will be a transition year, during which open Readiness recommendations in the Region will be 
monitored to their completion and a reduced set of Evaluations will take place.  Due to the uncertainty 
associated with the final disposition of the NERC program and the expectations delegated to WECC at 
the time this plan was developed and finalized, the potential for an under run of 2009 expenditures 
compared to budget exists, but is difficult to quantify at this time.
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Reliability Assessments and Performance Analysis

1.  Headcount (FTE’s)

FRCC 3.67

MRO 4.75

NPCC 3.9 FTEs, consisting of NPCC Staff

RFC 5.5

SERC 4.5

SPP 3.4

TRE 2.2 FTEs budgeted for 2009 

WECC 14 FTEs. 

2.  Member vs. staff support of the assessment development? (Winter, summer, long-term)

FRCC

The FRCC staff prepares three reliability assessments each year:  a long-term assessment report, a 
summer assessment report and a winter assessment report using Member data.  These assessment 
reports analyze electricity demand, the adequacy of supply and the adequacy of the transmission 
system with the FRCC.  Members are also involved in the development of the FRCC databank and in 
reviewing the results.

MRO

The MRO Reliability Assessment Committee and its subcommittees prepare three reliability assessments 
each year; a long-term assessment report, a summer assessment report and a winter assessment report 
using Member data. In 2008, NERC added a fourth assessment, called the Scenario Assessment.  The 
Scenario Assessment focuses on an emerging issue that has been identified in the previous year’s Long-
Term Reliability Assessment.

NPCC

NPCC staff, along with volunteer technical experts within the Northeast and from adjacent Regions, 
conduct seasonal reliability assessments of the overall NPCC resource adequacy each year.  NPCC 
additionally reviews operations and disturbances both internal and external to the region.  NPCC 
conducts inter Area and interregional studies to enhance reliability and operational effectiveness and 
mitigate potential problems identified.  NPCC periodically develops a long-term resource adequacy 
assessment report that analyzes electricity demand, and the adequacy of supply and the adequacy of 
the transmission system with the NPCC.  Consulting services are contracted for with regard to bulk 
power system modeling and analysis.

RFC

ReliabilityFirst Corporation staff develops the power flow cases using the member data, and conducts 
the transmission assessment in-house.  Stakeholders are involved in developing the transmission study 
assumptions and reviewing the results.  We have the power flow assessment tools in-house.  Resource 
assessments are conducted by ReliabilityFirst Corporation staff using member data.  Stakeholders are 
involved in reviewing the results. 

SERC
SERC member volunteers develop the models and perform the studies.  SERC staff facilitates the study 
groups and reviews the results and prepares assessments in concert with the responsible committee.  
Assessments are reviewed and approved by the SERC Board Executive Committee. 

SPP

The SPP Inc. shared staff prepare three reliability assessments each year; a long-term assessment 
report, a summer assessment report and a winter assessment report using Member data. In 2008, 
NERC added a fourth assessment, called the Scenario Assessment.  The Scenario Assessment 
focuses on an emerging issue that has been identified in the previous year’s Long-Term Reliability 
Assessment. SPP Inc. shared staff track time and expenses to the SPP Regional Entity when 
performing these activities. 
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TRE Applicable market participants provide data and input; assessments are coordinated and performed by 
the ERCOT ISO; TRE does review their assessments after they are completed. 

WECC
WECC staff develops these assessments using data from its members, and performs reliability 
assessments.  WECC’s Loads and Resources Subcommittee (LRS), which is made up of WECC 
members, reviews the information and accepts the assessments prior to providing them to NERC.   

3.  Any other assessments being done within the region?  (Statutory only – Y/N)

FRCC
Yes, the FRCC will also prepare special reliability assessment reports as conditions warrant.  Further, 
FRCC will analyze unusual events that occur on the bulk power systems, identify the causes of such 
events, assess past reliability performance and disseminate the findings.

MRO

Interregional analyses are performed by the Eastern Interconnection Reliability Assessment Group (ERAG), 
which was formed to prepare Eastern Interconnection models and to perform interregional transfer studies. 
ERAG has assumed responsibility for the Multi-regional Modeling Working Group (MMWG). Eastern 
Interconnection model development is the responsibility of the MMWG. MRO staff and member volunteers 
participate in the ERAG and MMWG groups.

NPCC

Yes, periodic assessments as required by the Eastern Interconnection Reliability Assessment Group 
(ERAG).  ERAG oversees Eastern Interconnection study activities and interregional matters of interest.  
NPCC staff develops power flow cases using member data and conducts the transmission assessments 
in-house.  The NPCC also prepares special reliability assessment reports as conditions warrant.  
Further, NPCC analyzes unusual events that occur on the bulk power systems, identifies the cause(s) of 
such events, assesses past reliability performance and disseminates the findings.

RFC Periodic assessments as required by former NERC standards applicable to regions (stability, under-
frequency, under-voltage, etc.). 

SERC

SERC performs its own annual reliability assessment in addition to its input to the NERC reliability 
assessment.  SERC facilitates a dozen or more additional reliability studies to coordinate among 
member systems, the five sub-regions and neighboring systems. SERC provides to NERC the 
consolidated data and policy, assessment work product for NERC reliability assessment products. 

SPP

SPP Inc. is a member of the Eastern Interconnection Reliability Assessment Group (ERAG), which was 
formed to prepare Eastern Interconnection models and to perform interregional transfer studies. ERAG 
has assumed responsibility for the Multi-regional Modeling Working Group (MMWG). Eastern 
Interconnection model development is the responsibility of the MMWG. MRO staff and member 
volunteers participate in the ERAG and MMWG groups. 

TRE Periodic assessments as required by NERC standards applicable to regions (stability, under-frequency, 
under-voltage, etc) 
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WECC

No. There are no other assessments being done within the WECC region for submission to NERC.  However, 
the 2009 Budget and Business Plan describes a number of other studies, analyses and assessments, for 
reliable planning and operation of the bulk electric system in the Western Interconnection. 

The WECC staff and a consultant, based upon direction from the Transmission Expansion Planning Policy 
Committee (TEPPC), perform a robust set of resource portfolio cases. Its 2008 study plan cases include 15 
percent renewable penetration, as well as carbon constrained, and high energy-efficiency targets. It also 
includes associated transmission expansion scenarios for long-term planning purposes.  These studies are 
related in large part to FERC Order 890 requirements.  WECC staff and TEPPC also direct the historical 
analysis of transmission congestion in conjunction with the Department of Energy.  The historic analyses are 
performed by an outside consultant. 

The WECC staff, based on guidance from the LRS, performs the annual Power Supply Assessment (PSA).  
The PSA is a 10-year study of the resource capacity margins on a WECC-wide basis, and is based on 
reported demand, resource data and transmission constraints. 

WECC staff, with guidance from the WECC Technical Studies Subcommittee (TSS), performs studies 
on operating and transfer conditions and stability limits.  WECC staff annually prepares a 10-year data 
bank of powerflow base cases. Staff also prepares associated stability data reflecting 11 case 
scenarios, system configurations and operating conditions specified by TSS. 

4.  Does the region perform the analysis of critical assumptions of member assessments or does the region rely on the 
members for this analysis?

FRCC

Yes, the data bank used to perform these assessments is maintained by FRCC and is developed 
through coordination with the Members within FRCC.  Additionally, FRCC performs analysis of several 
critical parameters while relying on member systems for others in which case FRCC would review the 
analysis.  FRCC consolidates the plans and runs an analysis to ensure there are no violations within the 
region.

MRO Yes, MRO relies on the planning coordinators, industry technical expert volunteers and consultants to perform 
this analysis.

NPCC

Critical assumptions used in the pre-seasonal (summer/winter) resource adequacy and transmission reliability 
assessments are jointly developed by NPCC staff and the industry technical expert volunteers, reviewed by 
the stakeholders (Reliability Coordinating Committee) and presented to the NPCC Board of Directors.

NPCC staff (with the help of a consultant (GE Energy) and industry technical expert volunteers (the CP-8 
Working Group) independently reviews, on a consistent basis, NPCC Area (Members’) assumptions used in 
their interconnection assistance reliability benefits, for the near term (5 year horizon). 

On a periodic basis, NPCC staff (with the help of a consultant (GE Energy) and industry technical expert 
volunteers (the CP-8 Working Group) independently evaluates the long-range (5-year horizon) resource 
adequacy of NPCC Area (Members’) and neighboring regions. 

On a periodic basis, NPCC staff, with the help of industry technical expert volunteers, (the Task Force 
on System Studies) performs an overall transmission system assessment to evaluate the thermal and 
dynamic performance of the NPCC Region, including the calculation of Inter-Area transfer capabilities 
and extreme contingency performance. NPCC has the PSS/e power flow/dynamics assessment tools in 
house.

RFC Critical assumptions used in both resource and transmission assessments are jointly developed by 
ReliabilityFirst Corporation staff and stakeholders. 

SERC Yes, staff reviews the critical assumptions, validity and accuracy of the data and the reasonableness of 
the results and conclusions. 

SPP

SPP Regional Entity relies on the SPP Inc. shared staff who perform the role of planning authority in 
SPP. Activities performed by shared staff related to the SPP Regional Entity Reliability Assessment are 
tracked to the SPP Regional Entity. A dedicated SPP Regional Entity staff person, reporting to the 
Executive Director of Compliance and Enforcement, monitors the development of assessments to 
ensure an independent regional entity perspective. 
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TRE TRE primarily relies on market participants and the ERCOT ISO to perform analysis of critical 
assumptions of member assessment; however TRE does verify the analyses (i.e. “trust, but verify”) 

WECC
Yes - WECC staff performs the analysis of critical assumptions of member assessments.   The WECC 
LRS, which is made up of WECC members, reviews and gives final approval of the analysis and 
assessments.

5.  Who supports the NERC RAS effort and ERAG (in the Eastern Interconnection)?

FRCC The FRCC Transmission Planning Staff

MRO MRO staff and MRO industry technical expert volunteers.

NPCC NPCC staff and NPCC volunteer industry technical experts.

RFC Staff and stakeholders 

SERC The SERC Director of Reliability Assessment, the SERC Reliability Review Subcommittee Chairman, 
and other member subject matter experts as needed. 

SPP SPP Inc. staff track their time and expenses for participation on ERAG to the SPP Regional Entity.  

TRE The ERCOT ISO performs this function.  We are not in the Eastern interconnection. 

WECC WECC has two staff and one member volunteer who support the NERC RAS.  WECC’s LRS is also 
involved with NERC RAS efforts. 

6.  Who supports the NERC Planning Committee and Operating Committee?

FRCC
The FRCC appoints Stakeholder Members to the NERC Operating Committee and the NERC Planning 
Committee.  In addition, FRCC staff attends meetings and provides backup and support for our 
Stakeholder Representatives.

MRO MRO staff and MRO industry technical expert volunteers.

NPCC NPCC staff and NPCC volunteer industry technical experts

RFC Staff

SERC Stakeholders are members, while SERC Reliability Services staff participates and attends meetings of 
both committees. 

SPP SPP Regional Entity relies on stakeholder volunteers to represent the region on NERC Operating and 
Planning committees. 

TRE TRE's CEO/CCO ensures that these positions are filled.  The positions are filled by ERCOT ISO or 
market participant staff. 

WECC

The WECC region has two industry volunteer members: one serves on the NERC Planning Committee 
and the other on the NERC Operating Committee.  One WECC staff member is assigned to each of 
these NERC committees, but resource constraints often result in one WECC staff member covering 
both committee meetings. 
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Training and Education

1.  Internal (Compliance/Readiness) job responsibility training.

FRCC The FRCC Compliance Staff participates in all NERC Training.

MRO

MRO Staff participates in external and internal conferences, seminars, workshops and training programs in 
many job responsibility areas including compliance audits and enforcement. 
In 2008, MRO began hosting system Operating Training Software (“SOTS”) which the main function is to 
provide training materials that can be accessed through the internet. This should increase the efficiencies in 
operator certification. 

NPCC NPCC staff participates in external and internal conferences, seminars and training programs in job 
responsibility areas.

RFC ReliabilityFirst Corporation budgets for individual training. For 2009, we have approximately $65K 
budgeted for individual enhancement training. 

SERC
SERC has a full time trainer whose responsibilities include both member company and SERC staff 
training, including training of compliance staff and other SERC staff and the conduct of system operator 
seminars, compliance workshops, etc. 

SPP

On a yearly basis, the SPP training program offers to registered entities within the SPP RE footprint the 
following training opportunities: 
 Three System Operations Conferences (20 hours each) 
 Two Regional Restoration Drills (24 hours each) 
 Eight Subregional Restoration Drills (16 hours each) 
 24 Regional Emergency Operations Net Conferences (2 hours each) 
 Three Train-the-Trainer sessions (12 hours each) 

TRE For 2009, TRE has $11,160 budgeted specifically for training. 

WECC WECC has budgeted a total of $313,797 in 2009 for staff training.  Of that total, $75,004 is for 
Compliance and Readiness training and $97,671 is for Situational Awareness training. 

2.  External workshops for members or Board training

FRCC

FRCC is a NERC-approved Continuing Education Provider and conducts annual seminars both here 
and at external locations.   The FRCC System Operator Subcommittee (SOS) identifies and manages 
annual training activities for the FRCC System Operators, and provides assistance to FRCC members 
for compliance with NERC training standards and any issues that may have related to system operators 
obtaining/retaining required NERC Certification. 

MRO Using NERC developed training materials, MRO coordinates with RFC, SPP, and TRE to share training 
resources and implement training for Regional Entities. 

NPCC

NPCC is a NERC-approved Continuing Education Provider and conducts semi-annual seminars both 
on-site and at external locations.   The NPCC System Operator Training working group identifies and 
manages training activities for the NPCC System Operators, and provides assistance to NPCC 
members for compliance with NERC training standards and any issues that are related to system 
operators obtaining/retaining required NERC Certification.  Implementation of NPCC policies is 
discussed, significant disturbances are reviewed for lessons to be learned and “table-top” drills are 
conducted to simulate selected operational problems.  NPCC also evaluates and proposes the 
utilization of new techniques and training aids as they become available.  The working group also 
continually looks for ways to share and improve the efficiency of existing training programs.  Board 
education is provided by outside counsel.

RFC
ReliabilityFirst Corporation Bylaws require at least one day of training for the Board of Directors 
annually.  We also conduct compliance workshops annually (due to size of footprint and number of 
entities, we repeat the workshop in two other locations) and other training as necessary. 
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SERC SERC conducts approximately 10 large training conferences per year, including five system operator 
training sessions, three compliance workshops and two “train the trainer” sessions. 

SPP SPP RE’s training classes are available for both registered and non-registered participants. 

TRE There are two compliance workshops budgeted for 2009, expected cost $35,000.  Additionally, $70,000 
is budgeted for Operations Training, however this is offset by fees paid by attendees to attend. 

WECC
WECC provides continuing education training for operators, schedulers and dispatchers.  Classes are 
conducted 24-26 weeks per year in Salt Lake City. Once a year, a Leadership Training session is held 
for Board members, Committee, Subcommittee, Work Group and Task Force chairs. 
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Situational Awareness and Infrastructure Security

1.  Support of NERC’s CIPC

FRCC The FRCC has a staff member serving on that committee.

MRO
MRO has an employee assigned to CIP. This person participates in NERC CIPC area including outreach, 
raining, information dissemination, and the NERC CIP Committee. The MRO also has its own CIP working 
group.

NPCC NPCC Staff and NPCC volunteer industry experts

RFC
RFC has its own CIP Subcommittee, facilitated by staff.  In addition, a great deal of time is dedicated to 
aiding NERC in the CIPC area - standards writing, training, outreach, information, dissemination, and 
the NERC CIP Committee. 

SERC
SERC operates its own Critical Infrastructure Protection Committee.  SERC volunteers actively 
participate as members of the NERC CIPC and SERC has a staff person who participates in the NERC 
CIPC meetings. 

SPP

SPP RE actively participates in NERC critical infrastructure protection activities and serves as an information 
conduit between NERC and SPP RE registered entities.  SPP RE will: 
 Provide assistance to NERC as Liaison with the U.S. Department of Homeland Security and state 

emergency management offices 
 Work with NERC to implement Situation Awareness Tools (new activities for 2009) 
 Assist in development of Morning Reports 
 Participate in NERC/RE Situation Awareness Communications Team 
 Exchange SAIS information and foster collaboration with information sharing partners 
 Work with NERC to further clarify SAIS roles and responsibilities 

TRE 1 CIP FTE budgeted that will be active in this area related to CIP standards and activities. 

WECC
WECC has three primary representatives and four alternate representatives on the NERC Critical 
Infrastructure Protection Committee (CIPC).  WECC has a Critical Infrastructure and Information 
Management Subcommittee, which also provides support to the NERC CIPC. 

2.  Hotline (Y/N)

FRCC Yes, the FRCC has a satellite phone to provide situational awareness information to staff in the event of an 
emergency situation.   It also operates a hot line phone system to support the Reliability Coordinator function. 

MRO No
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NPCC

No.  The NPCC office is not connected to the NERC hotline.  However, NPCC maintains a supplementary 
dedicated regional phone to coordinate situational awareness information between NPCC Reliability 
Coordinator control rooms on a daily basis and in the event of an emergency situation.    

Situational awareness among the Reliability Coordinators of NPCC is achieved and maintained through a 
layered series of conference calls. 

Weekly Conference Call
A weekly conference call is initiated by the NPCC Staff to discuss, with management personnel from the 
NPCC Reliability Coordinators, the operational conditions expected during the forthcoming ten-day period 
(weekend and following week).  Items of particular concern that may be discussed during the weekly 
conference call can include, but are not limited to, anticipated weather, maximum peak load expected during 
the ten-day period, the largest first and second contingencies expected for the period, operating reserve 
obligations for the period, capacity deficiencies, potential fuel shortages or potential supply disruptions which 
could lead to energy shortfalls, generator or transmission outages that could impact a neighboring system, a 
change in the status of a special protection system which could impact a neighboring system and the potential 
for light load concerns. 

Daily Area Control Room Conference Call
The senior shift supervisors of the Reliability Coordinator control rooms within NPCC take part in a daily 
conference call to serve as a complement to the Weekly Conference Call.  The participants of the call are staff 
from the control rooms of the New Brunswick System Operator, ISO New England, Inc., the New York ISO, 
Hydro-Québec TransÉnergie, the Independent Electricity System Operator and NPCC Staff.  The conference 
call is implemented through a bridge, ringing all pre-selected control room telephones simultaneously.  The 
goal of the call is to alert neighboring Reliability Coordinators within NPCC of emerging operational problems.  
Subjects for discussion are limited to credible events which could impact the ability of a Reliability Coordinator 
to serve its load and meet its operating reserve obligations or would impose a burden to the interconnection. 

Pre-Emergency/Emergency Preparedness Conference Call
The NPCC pre-emergency/emergency preparedness conference call establishes communications 
among the Operations Managers of the NPCC Reliability Coordinators, and their counterparts in PJM 
and the MISO, in the event of a possible capacity shortfall or a physical threat to the security of the 
interconnected bulk power supply system of the NPCC systems.  The conference call is initiated by 
NPCC Staff, or through the control rooms, and provides a process which permits a timely assessment of 
the overall system conditions by each Reliability Coordinator and which facilitates the procurement of 
assistance during emergency conditions.  During the course of an emergency, the Operations Managers 
will conduct the emergency preparedness conference call as frequently as deemed necessary to assess 
and monitor system conditions.

RFC No.  ReliabilityFirst’s footprint is covered entirely by MISO and PJM which hold their own calls making 
ReliabilityFirst unnecessary.

SERC Yes, SERC maintains, operates and tests a secure, dedicated hotline among all the reliability 
coordinators, transmission operators and balancing authorities in the region. 

SPP Yes 

TRE TRE does not have a hotline. However, the ISO is required to report issues to TRE. 

WECC Yes, a hotline number exists for use between the three existing Reliability Coordination centers.  The 
number is not published because it is used exclusively by the Reliability Coordinators. 
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General

1.  Meetings: 
     a.  Host/off-site/Member sites

FRCC

The FRCC hosts and facilitates numerous meetings for its Board Committees, subcommittees, working 
groups and task forces at our corporate offices.  Our meeting facilities include state-of-the-art telephone 
conferencing capability to meet the needs for conference calls and Webex.  FRCC regularly makes its 
facilities available to other industry groups.

MRO Yes to all, plus numerous conference calls and webex.

NPCC

The NPCC hosts and facilitates numerous meetings for its Board, committees, working groups and task 
forces at its corporate offices as well as its members’ meeting facilities.  NPCC also conducts meetings 
at various hotel sites throughout the Region. For a few larger meetings (40 or greater) NPCC hosts at 
outside counsel’s Board Room or at a member site.  Meetings held at member sites are cost effective 
(lower meeting room rate, if any and generally catering costs) or hotels (higher meeting room rate and 
catering costs) in a rotational fashion within the region at NPCC’s cost.

RFC

RFC does not plan to host meetings at member sites to maintain our independence from stakeholders.  
Some meetings are hosted at the RFC offices.  The majority will be spread around the footprint, at 
neutral sites at our cost. Due to increasing cost of travel RFC hosts many conference calls with web 
capabilities that use our equipment. 

SERC

SERC hosts and facilitates numerous meetings for its Board standing committees, subcommittees, 
working groups and task forces at our corporate offices.  Our meeting facilities include telephone 
conferencing capability to meet the needs for conference calls and Webex.  Additionally, SERC hosts 
meetings at various hotel sites throughout the Region, especially for the larger meetings. 

SPP Yes, in addition to teleconferencing and WebEx meetings 

TRE There are two compliance workshops and one, 6-week Operator Training Seminar for 2009. 

WECC
WECC utilizes its members’ facilities, hotels and WECC facilities for WECC-specific and NERC 
Committee meetings.  WECC has a large conference room in its Salt Lake City office that is used for 
approximately 20 meetings each year. 

1.  Meetings: 
    b.  # of meetings

FRCC
The compliance committee meets monthly.  The other committee meeting and Board of Directors 
meetings are both Statutory and Non-Statutory.  The FRCC also hosts meeting that are Non-Statutory in 
nature.

MRO
MRO holds quarterly Board of Directors meetings and one annual membership. 
MRO has four standing committees which meet at least quarterly. 
MRO has eight subcommittees which meet 3 to 6 times a year. 

NPCC

The NPCC Board meets 6-8 times per year (1-2 via teleconference), the Audit and Finance Committee 
meets 1-3 times per year, the Pension Committee meets quarterly (3 via teleconference), and the 
Compensation Committee meets two times per year (via teleconference).  In addition, NPCC holds an 
Annual Member Meeting and a General Meeting.  The Compliance Committee meets 6 times per year, 
the Standards Committee meets 6 times per year, the Reliability Coordinating Committee meets 4 times 
per year, the Public Information Committee meets 2 times per year, and the  Governmental/Regulatory 
Affairs Advisory Group meets two times per year.  There are 20-30 or so drafting team meetings per 
year, 2 compliance workshops, 4-5 Task Force on Infrastructure & Security meetings, 4 Task Force on 
Coordination of Planning meetings, 8 Task Force on Coordination of Operation meetings, 6 Task Force 
on System Protection meetings, plus other task force and working group meetings totaling another 80+ 
meetings per year. 

RFC

4 Board meetings per year, Annual Member meeting, 4 Reliability Committee meetings per year, 20-30 
or so drafting team meetings per year, 3 compliance workshops per year, 4 CIP committee meetings per 
year, 3 Regional forums, 1 base case development seminar plus other working groups and 
subcommittees totaling another 10-15 meetings per year. 
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SERC SERC facilitates approximately 150 meetings per year. 

SPP SPP RE holds quarterly Regional Entity Trustee meetings and a minimum of two public workshops 
where registered entities can interact with SPP RE and NERC staff 

TRE

Texas RE holds a minimum of 4 Board and Advisory Committee meetings (coordinated with Board 
meetings), plus additional meetings as needed.  Texas RE also holds monthly Reliability Standards 
Committee meetings and has two compliance workshops budgeted for 2009, with expected costs of  
$35,000.  Additionally, we have $70,000 budgeted for Operations Training, however this is offset by fees 
paid by attendees to attend. 

WECC

WECC holds four Board Meetings a year and one Annual Membership Meeting.  There are six Board-
level Committees that meet approximately three times per year, and are generally coordinated with 
Board meetings to save on expenses.  Three Joint Standing Committee meetings are held each year 
(Planning, Operating and Market Interface).  Four Joint Guidance Committee meetings are held each 
year.  Each of WECC Subcommittees (approximately 15) meet between three and four times a year.  
Work Groups and Task Forces (approximately 40-45) meet approximately three times a year.  WECC 
also holds approximately 30 drafting team meetings a year. 

1.  Meetings: 
     c.  Average size

FRCC 20

MRO
MRO holds quarterly Board of Directors meetings (30-35 people) and one annual membership (60 people). 
MRO has four standing committees which meet at least quarterly (10-30 people). 
MRO has six subcommittees which meet 3 to 6 times a year (20 people).

NPCC Ranges from 15 (standards drafting) to 20 (task forces and working groups) to 50 (Reliability 
Coordinating Committee) to over 100 participants for the NPCC General Meeting.

RFC Ranges from 10 (Standards Drafting) to 100 (seminars) 

SERC Average size is approximately 22 people, although the larger workshops run from 100 to 180 people. 

SPP

SPP Regional Entity Trustees meetings are typically attended by the three Regional Entity Trustees, 
and three to four SPP RE dedicated and shared staff. Since these meetings are open, any interested 
party may also attend.  In the past few meetings, this has been an additional two to four persons. 

The SPP compliance workshops have seen on average over 100 attendees in the past year. SPP also 
held a CIP workshop in 2007 where 65 persons attended. 

TRE

Texas RE Board meetings normally have 30 attendees.  Advisory Committee meetings have 
approximately 10 attendees, and RSC meetings normally have approximately 25 attendees.  Texas RE 
expects 100 attendees at each of the compliance workshops and approximately 700 attendees at the 
Operations Training Seminar. 

WECC

The size of meetings varies depending on membership interest and public participation. Drafting team 
meetings and most task force meetings have approximately 10 attendees.  Work group and some 
smaller subcommittees have between 15 and 35 attendees.  Other subcommittees have between 40 
and 70 attendees. Joint Standing Committee meetings average 170 attendees. Board of Directors 
meetings average 60-70 attendees. 
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Administrative

1.  Rent ($ per sq. ft.)

FRCC $25.51/square foot

MRO $15.43 on average, includes improvements, maintenance and taxes.

NPCC
In 2008 NPCC pays approximately $39 with real estate tax escalations.  NPCC’s License Agreement 
terminates 5/09.  Rent in current building is $90/square foot necessitating an office relocation.  The 
NPCC BOD approved a $55/square foot rent initiating in 6/09.

RFC $16.83 per square foot 

SERC $17.51/square foot in 2009 

SPP N/A

TRE Rent is budgeted at $25.00 per square foot.  TRE does intend to move from its current location to an 
offsite location before the end of 2008. 

WECC WECC pays an average of $17.91 per square foot, not including building maintenance costs. 

2.  Total Square Feet

FRCC 13,209 sq ft

MRO 13,100

NPCC NPCC pays for approximately 9,000 square feet until relocation.  The NPCC BOD approved a space 
plan of approximately 12,500 square feet.

RFC approximately 14, 000 

SERC 10,477 sq ft 

SPP N/A

TRE Approximately 5,200 square feet within its current location.  TRE will need approximately 10,000 square 
feet when it relocates. 

WECC 35,715 square feet of leased space is planned for 2009.  Of this total, 15,900 square feet relates to the 
Reliability Coordination Centers. 

3.  Do you have a telecommuter policy?

FRCC
The FRCC does not allow its employees to Tele-commute.  It does however, allow its employees to take 
their lap tops home and to be able to dial into the servers maintained at FRCC in order to work (on 
occasion) from home.

MRO Yes. If arranged in advance, MRO allows for up to two days per week on a continuous basis or until business 
requirements or employee personal requirements cause the termination of the arrangement.

NPCC

Yes.  NPCC allows employees to work at home or at another location during some portion of the work 
week.  NPCC’s telecommuting policy and procedures establish the requirements for personnel who 
have appropriate job tasks and responsibilities that enable telecommuting to be beneficial for the 
organization.  Telecommuting is also considered to be an integral part of NPCC’s business continuity 
planning in the event of a terrorist or other catastrophic event.
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RFC Yes 

SERC Yes, SERC allows employees whose job responsibilities allow telecommuting may do so up to one day 
per week. 

SPP No

TRE No official policy.  Nevertheless; employees are able to log into the ERCOT system from remote 
locations to check email, etc. 

WECC

WECC does not have a formal telecommuting policy. However, WECC has adopted an informal practice 
of allowing telecommuting (one to two days a week) for positions where it does not affect the 
employee’s ability to perform the functions of their job. Employees are given permission to telecommute 
on a case-by-case basis. 
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Professional Services

1.  Independent trustee fees?  (Y/N- If yes, annual per trustee.)

FRCC The FRCC does not pay its directors and does not have any independent directors.

MRO No

NPCC

No independent trustees or fees other than Chairman.

NPCC retains an independent consultant Chairman of the Board at an annual retainer of $45,000 with a per 
meeting per diem of $1,250 and a $500 fee per teleconference meeting. 

The NPCC hybrid board is comprised of stakeholder directors from all industry sectors and NPCC does 
not pay its directors.  NPCC’s voting protocols ensure that no two sectors may control a vote, nor may a 
single sector veto a measure.  

RFC
ReliabilityFirst Corporation is governed by a hybrid independent and balanced stakeholder board.  The 
board consists of fourteen (14) directors that include three (3) independent directors.  We pay our 
independent directors an annual retainer fee $30,000 

SERC No, all directors are stakeholders compensated by the member companies, including travel expense. 

SPP Yes 

TRE $150,000 budgeted for 5 independent trustees. 

WECC
WECC has seven Non-affiliated Directors. They receive a $30,000 annual retainer fee plus $1,500 for 
in-person meetings, $750 for telephone meetings, and $500 if an in-person meeting is in conjunction 
with another meeting for which they are being paid. 

2.  Staff legal vs. outside counsel

FRCC All legal counsel is outside counsel.

MRO Outside Counsel

NPCC All legal counsel is outside counsel, which for the RE amounts to 1.8 FTEs with regard to headcount.

RFC Outside counsel, no in-house counsel 

SERC SERC utilizes outside counsel and does not have a legal staff. 

SPP Both

TRE Some outside counsel ($300k budgeted) in addition to 2.55 FTEs budgeted in legal for 2009 

WECC In February 2008, WECC recruited a General Counsel. In 2009, WECC will expand its in-house legal 
department and add two additional attorneys. Legal services are also provided by outside counsel. 

3.  Are there any one-time costs in this year’s budget, i.e. reorganization, severance, moving

FRCC
Yes, the FRCC has budget for 2 “seasoned” professionals to be hired, which in the estimation of the 
FRCC’s management will require moving costs to be expended and costs associated with the build out 
of additional offices.
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MRO No

NPCC

Yes, the NPCC has budgeted for approximately $1.4 million associated with a required one-time office 
relocation project and execution of a 15 year lease due to current lease expiration.  This figure includes 
build out leasehold improvements, equipment and furniture purchases, partial year office rent 
differential, and other associated office relocation cost components.  Total office relocation costs are 
allocated to the regional entity and criteria services divisions on a proportional FTE basis of 91% (27.2 
FTEs of total 30 FTEs) and 9% (2.8 FTEs of total 30 FTEs) respectively or approximately $1,269,339 
and $125,530 RE and CS apportionment.

RFC None

SERC No

SPP No

TRE No

WECC Yes, half of the Reliability Coordination Initiative loan repayment plus interest is included in the 2009 
budget. This amounts to $3,256,063. The balance plus interest will be included in the 2010 budget. 

4.  D&O Insurance?  Coverage levels.

FRCC Currently the FRCC maintains coverage of $5,000,000

MRO $5,000,000

NPCC $5,000,000

RFC $20 million coverage 

SERC Currently SERC maintains coverage of $5,000,000. 

SPP Coverage of $5,000,000 

TRE Yes, we have $80 million in coverage through the MOU signed with ERCOT. 

WECC WECC maintains $5,000,000 of Directors and Officers coverage. 
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Computer Purchase and Maintenance

1.  Capitalization Policy

FRCC   $500. or greater are capitalized

MRO
Capital asset threshold is over $500. 
Computer Equipment is depreciated over three years, all other depreciated over five years. Unless leasehold 
improvement and it is the shorter of the estimated useful life or the remaining lease term.

NPCC Furniture and Equipment over $3,000 will be capitalized and depreciated for 5 yrs.  Laptop purchases 
depreciated over 3 years.

RFC Furniture and Equipment over $3,000 will be capitalized and depreciated over the life of the asset 

SERC $5,000 or greater are capitalized

SPP N/A: Computers and systems for SPP RE staff use is included in the indirect rate calculation

TRE Texas RE capitalizes item purchased that exceeds $1,000 and has a useful life of greater than 1 year. 

WECC Equipment over $5,000 will be capitalized and depreciated over three years.

2.  Replacement cycle (computers, etc.)

FRCC Equipment and software is depreciated over 2 to 5 years; Furniture & Fixtures over 7 years; and 
Leasehold Improvements over the balance of the life of the lease at the time of purchase.

MRO MRO has a three year replacement cycle.

NPCC 36 month lease replacements for computer equipment, peripherals and software.  Leasehold 
Improvements over the balance of the life of the lease at the time of purchase.

RFC Laptops and servers are on a 3 to 4 year replacement cycle depending on the critical function they 
provide.

SERC Equipment and software is depreciated over 3 years; Furniture & Fixtures over 5 years; and Leasehold 
Improvements over the balance of the life of the lease at the time of purchase.

SPP N/A

TRE
Texas RE leases computers through ERCOT.  A memorandum of understanding has been signed to 
ensure that the lease of equipment (computers included) is appropriate.  The replacement cycle is on an 
"as-needed" basis. 

WECC WECC has a three-year replacement cycle.
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 Registered 
Entities

Direct & Indirect Costs
Compliance and Organization 

Registration and Certification (Section 
400 & 500)

Cost per Entity

NERC 1,837          12,290,829$                        6,691$              

FRCC 78               2,368,004$                          30,359$            

MRO 113             3,460,035$                          30,620$            

NPCC 264             4,664,233$                          17,668$            

RFC 364             8,153,941$                          22,401$            

SERC 222             6,643,026$                          29,924$            

SPP 124             2,899,213$                          23,381$            

TRE 200             4,207,180$                          21,036$            

WECC 472             10,086,049$                        21,369$            

Total 1,837          54,772,510$                        29,816$            

2009 Compliance Budget Comparison



ANALYSIS OF ADMINISTRATIVE (INDIRECT) COSTS 
AND OTHER COMPARISONS OF NERC AND 

REGIONAL ENTITIY 2009 BUDGETS 

1. Analysis of Administrative (Indirect) Costs (Page 1 of Attachment 15) 

a. Assumptions

 i. Total Indirect Expenses is equal to the costs budgeted for Technical 
Committees and Member Forums, General and Administrative, Legal and Regulatory, 
Information Technology, Human Resources, and Accounting and Finance for NERC and 
all Regional Entities, except FRCC.  FRCC allocates all indirect costs to the program 
areas but identifies the total indirect expenses in its Business Plan and Budget. 

 ii. Total Indirect Costs and Total Statutory Budgeted Expenses have been 
adjusted to exclude the expense (additional funding requirement) associated with an 
increase or decrease of the Working Capital Reserve and for other significant, one-time 
costs as noted below, because these items are not representative of the ongoing, steady-
state cost of the business activities.  Significant, one-time costs excluded are (i) for 
NERC, the cost of the three-year performance assessment required to be submitted in 
2009 and (ii) for NPCC, the cost of the relocation of its offices. 

 b. Observations

i. Based upon the comments provided to identify the expenses included in 
Indirect Costs, it is apparent that there are still some inconsistencies among NERC and 
the Regional Entities with regard to how these costs are being recorded.  For example:  
NERC and all Regional Entities except WECC record as Indirect Costs the Salaries, 
Payroll Taxes, Benefits and Retirement Costs for FTEs that support the overhead 
functions listed in 1.a.i. above.  WECC, in contrast, records Payroll Taxes for all statutory 
function FTEs as an Indirect Cost, which increases WECC’s Indirect Expense as a 
percentage of Total Statutory Budgeted Expenses.  NERC and the Regional Entities will 
continue to work to eliminate these and other inconsistencies in how Indirect Costs are 
recorded for future budget submissions. 

ii. The primary factor causing the variance in the Adjusted Total Indirect 
Expenses as a percentage of Adjusted Total Statutory Budgeted Expenses is the 
allocation methodologies used to allocate indirect costs. 

 1. FRCC allocates all costs associated with the 3.5 FTEs in the 
overhead functions listed in 1.a.i. above directly to the program areas as a direct 
cost, when the FTE documents time spent on program-specific projects.  The only 
costs reflected as indirect expenses are those that cannot be specifically identified 
as in support for a particular program.  This allocation methodology results in a 
very low percentage of indirect costs to total costs for FRCC.   



2. SPP allocates indirect funding costs directly to the program areas, 
which is similar to FRCC’s methodology, also resulting in a very low percentage 
of indirect costs to total costs for FRCC. 

 3. Texas RE includes in Indirect Costs the allocation of overheads for 
support services provided by ERCOT per the Memorandum of Understanding 
with ERCOT (included in the Texas RE Business Plan and Budget, Attachment
9) for all statutory functions.  This allocation methodology results in Texas RE 
having the highest percentage of indirect costs to total costs. 

 4. NERC, MRO, NPCC, ReliabilityFirst, SERC and WECC 
accumulate all expenses associated with FTEs in the administrative (overhead 
functions) and allocated the total administrative costs to the statutory programs 
based upon the FTEs in the statutory functions.  As a result, the percentages of 
indirect costs to total costs for these entities are similar. 

This analysis shows that while some of the differences among NERC and the Regional Entities 
in Total Indirect Expenses as a percentage of Total Statutory Budgeted Expenses can be 
explained by removing significant one-time cost items and by certain inconsistencies in how 
various entities record (or do not record) costs to the Indirect Expenses categories, NERC and the 
Regional Entities need to continue to work towards achieving greater consistency in the 
allocation and recording of Indirect Costs in future budget submissions. 

2. Analysis of Direct Program Costs (Page 2 of Attachment 15) 

 a. Assumptions 

i. Direct Program Costs is defined as all costs other than Other Non-
Operating Expenses, except for SPP.  SPP’s allocation of overhead costs for the services 
provided by Southwest Power Pool, Inc. are recorded in Other Non-Operating Expenses 
and are included in the calculation of Direct Program Costs. 

  ii. Administration Costs include the costs recorded in Technical Committees 
and Member Forums, General and Administrative, Legal and Regulatory, Information 
Technology, Human Resources, and Accounting and Finance for NERC and all Regional 
Entities, except FRCC.  Administrative Costs for FRCC equal the total indirect expenses 
identified in each program area in FRCC’s Business Plan and Budget. 

  iii. The cost (additional funding requirement) to increase or decrease the 
Working Capital Reserve is excluded. 

  iv. Significant one-time costs (identified above) are excluded. 

b. Observations:  The cost per FTE for programs within each Regional Entity is 
fairly consistent with the following two exceptions:



i. FRCC’s cost per FTE for Training and Education is comparatively high.  
This is due in part to the fact that FRCC records the costs of fees collected to offset 
workshop expenses separately as revenue.  Offsetting these workshop fees against the 
related expenses reduces FRCC’s Training and Education costs per FTE to $427,800.  
Additionally, FRCC members, who participate in the System Operator Sub Committee, 
expend time on a volunteer basis to plan the training programs, thereby reducing the total 
FRCC staff time allocated to the program. 

 ii. ReliabilityFirst’s budgeted cost per FTE for Training and Education is 
also relatively high.  ReliabiltyFirst’s program costs represent training expenses incurred 
for member forums, compliance seminars and required board member training.  Minimal 
FTE support (.05 FTE) is allocated directly to the program because the time spent to 
create the training material is charged directly to the respective program area and not to 
Training and Education.

3. 2009 CMEP and Organization Registration and Certification Budget Comparison 
(Page 3 of Attachment 15) 

Page 3 of Attachment 15 shows the cost per registered entity for the 2009 budgets for the 
Compliance Monitoring and Enforcement and Organization Registration and Certification 
Program of NERC and each Regional Entity.  The program costs shown are the direct costs of 
the program plus the indirect costs allocated to the program by NERC or the Regional Entity.  
While the budgeted cost per registered entity varies from Region to Region, NERC believes that 
the variances are not unreasonable.  NERC believes the greater focus of attention for future years 
should be on managing the overall costs of this statutory program per registered entity (for 2009, 
the budgeted amounts average $29,816 for NERC and all Regional Entities).

   



 
 
 
 
 
 

ATTACHMENT 16 



116-390 Village Blvd. 
Princeton, NJ 08540 

609.452.8060 | www.nerc.com

Expanded Policy on Allocation of Certain Compliance 
and Enforcement Costs 

 Expanded Policy on Allocation of Certain 
Compliance and Enforcement Costs

A reliable North American bulk power system benefits all those who live, work, and do business 
in North America. Reliability of the bulk power system also has the characteristics of a public 
good.  Because of the interconnected nature of the international bulk power system, reliability 
problems in one location can lead to serious consequences across the grid.  For that reason, each 
entity with reliability responsibilities has a strong interest that each other entity with reliability 
responsibilities operate in a reliable fashion. NERC’s programs to improve the reliability of the 
bulk power system benefit all.  For that reason, NERC’s general policy (for example, see Section 
1102 of the Rules of Procedure) is that all load should bear a fair share of the costs of the 
applicable programs, on the basis of net energy for load as a default, equitably allocated between 
countries.  Being respectful of jurisdictional responsibilities, and consistent with executed 
agreements or memoranda of understanding between provincial and/or regulatory governmental 
authorities, NERC also considers incorporation of alternatives to the NEL based on allocation 
methodology for Province-specific costs associated with certain implementation aspects of the 
Compliance Monitoring and Enforcement Program within Canada, which can be apportioned 
based on the number and complexity of compliance audits conducted by NERC or a Regional 
Entity in a particular Province. 

For example, the annual budget for NERC and the Regional Entities includes the costs of the 
Compliance Monitoring and Enforcement Program that the regions conduct under NERC 
oversight.  In its implementation of the “Electricity Act” 1998 (Ontario), the government for the 
Province identified that the Ontario Independent Electric System Operator (“IESO”), should 
have primary responsibility for compliance monitoring and enforcement within Ontario.  NERC 
and NPCC entered into a memorandum of understanding with the IESO in 2006 that recognizes 
the relative responsibilities of the three organizations.  Because the IESO has primary 
responsibility for compliance, it is incurring costs that would otherwise have been incurred by 
NPCC.

In situations such as this, NERC believes it appropriate to give recognition to the compliance 
monitoring and enforcement activities conducted by an entity such as the IESO when NERC 
allocates its costs among those responsible for supporting NERC’s annual budget.  This special 
allocation will be available only in the following circumstances:  

http://www.nerc.com
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1. The special allocation adjustment will be available only for jurisdictions outside the 
United States, consistent with applicable agreements or memoranda of understanding 
with provincial regulatory and/or governmental authorities. 

2. The special allocation adjustment will be available only for activities associated with a 
Compliance Monitoring and Enforcement Program.  Other program areas will be subject 
to NERC’s normal allocation policies.1

3. The special allocation adjustment will be available only where the provincial 
government, by statute or regulation, has designated an entity other than a regional entity 
to have primary responsibility for reliability services such as compliance monitoring and 
enforcement and where NERC and the designated entity have entered into an agreement 
or memorandum of understanding recognizing the respective responsibilities of the 
various organizations.

4. The designated entity must actually be conducting an effective compliance monitoring 
and enforcement program.  
5. The special allocation adjustment will be applied to the costs of the regional entity, and 
where appropriate, costs of NERC.  

In addition, in the Province of Quebec, where the Régie de l’énergie may enter into an agreement 
with a body to monitor compliance with reliability standards and provide enforcement 
recommendations, NERC, the appropriate Regional Entity, and the designated entity will 
develop a Special Allocation Adjustment that takes account of all the facts and circumstances of 
the particular situation and is equitable to both the designated entity as well as all other entities.   

The Special Allocation Adjustments are subject to approval of the NERC Board of Trustees.

Approved by the NERC Finance and Audit Committee:  July 29, 2008 

1 Certain commenters requested that NERC also adopt a policy here that particular items be assigned only to those 
who benefit from that particular item. Section 1102.4 of NERC’s Rules of Procedure already includes that policy. 

http://www.nerc.com
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Adjustment to the IESO NERC 2009 Assessment 

Background

The allocation policy adopted May 1, 2007 by the NERC Finance and Audit Committee, as 
amended and approved on July, 29 , 2008 explicitly states that “NERC believes it appropriate to 
give recognition to the compliance monitoring and enforcement activities conducted by an entity 
such as the IESO when NERC allocates its costs among those responsible for supporting
NERC’s annual budget.”  The policy identifies five conditions that need to be met to consider an 
adjustment to the standard method of allocation (proportional net energy for load). 

NERC believes that IESO has met all of the conditions identified in the policy in order to 
consider an adjustment to the NERC assessment. 

Specific Compliance Monitoring and Enforcement Program Costs Not Applicable to the 
IESO

NERC has stated in the allocation policy that because IESO has primary responsibility for 
compliance, IESO is incurring the costs that would otherwise have been incurred by NERC.  
With that in mind, NERC reviewed the costs to be incurred in its Compliance Monitoring and 
Enforcement Program to identify and exclude the costs NERC believes do not apply to the 
arrangement that exists between IESO and NERC.  In performing this review, NERC identified 
18 staff positions (twelve compliance program coordinators, a manager of regional compliance 
program oversight, one compliance program interface specialist, one audit oversight specialist 
and four enforcement and mitigation staff) representing functions and activities that would be 
duplicative and should therefore be excluded from the overall IESO assessment. 

NERC believes that the balance of the costs to be incurred in its Compliance Monitoring and 
Enforcement Program are expenses that fall in the category of the “public good” and that all load 
serving entities, including IESO’s, should bear a fair share of the costs of the applicable program 
on the basis of net energy for load. 

This methodology for the 2009 Assessments is similar to the methodology utilized in the 
approved 2008 NERC Business Plan and Budget. 

The adjustment to the IESO 2009 Assessment which is detailed on the following page, takes into 
account all of the direct costs associated with the activities identified above as well as a 
proportional share of all of NERC’s overhead costs based on net energy for load. 

To effectuate the adjustment, NERC would exclude the IESO from the allocation of the costs 
detailed on the following page. 

http://www.nerc.com


ADJUSTMENT TO THE IESO 2009 NERC ASSESSMENT

NERC CMEP Direct Costs 6,481,457$         

Adjustment Based on 18 of 31 FTE's 3,763,427$         

IESO NEL Share 3.327%

IESO Direct Cost Credit 125,209$            

NERC Indirect Costs 13,305,337$       
Less: Cost of Self-Assessment 1,050,000$

12,255,337$       

Adjustment Based on 18 of 71 FTE's 3,106,987$         

IESO NEL Share 3.327%

IESO Indirect Cost Credit 103,369$            

Total IESO Credit 228,579$            

Assumptions:

1. NERC Costs are pursuant to the NERC 2009 Business Plan and Budget 
2. IESO NEL Share is pursuant to the NERC 2009 Business Plan and Budget
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Adjustment to La Régie de l’énergie du Quebec (Regie) NERC 2009 Assessment 

Background
The allocation policy adopted May 1, 2007 by the NERC Finance and Audit Committee, as 
expanded and approved on July 29, 2008 states that “Being respectful of jurisdictional 
responsibilities, and consistent with executed agreements or memoranda of understanding 
between provincial and/or regulatory governmental authorities, NERC also considers 
incorporation of alternatives to the NEL based on allocation methodology for Province-specific 
costs associated with certain implementation aspects of the Compliance Monitoring and 
Enforcement Program within Canada, which can be apportioned based on the number and 
complexity of compliance audits conducted by NERC or a Regional Entity in a particular 
Province”. The policy further states “…in the Province of Quebec, where La Régie de l’énergie 
du Quebec may enter into an agreement with a body to monitor compliance with reliability 
standards and provide enforcement recommendations, NERC, the appropriate Regional Entity, 
and the designated entity will develop a Special Allocation Adjustment that takes account of all 
the facts and circumstances of the particular situation and is equitable to both the designated 
entity as well as all other entities.”

Specific Compliance Monitoring and Enforcement Program Costs Not Applicable to the 
Regie
In accordance with this allocation policy, NERC recognizes the unique circumstances regarding 
compliance audits in Quebec.  With that in mind, NERC reviewed the costs to be incurred in its 
Compliance Monitoring and Enforcement Program to identify and exclude the costs NERC 
believes do not apply to the arrangement that exists between Regie and NERC.  In performing 
this review, NERC identified 9 compliance program coordinator positions representing functions 
and activities that would not be required in Quebec and should therefore be excluded from the 
overall Regie assessment. 

NERC believes that the balance of the costs to be incurred in its Compliance Monitoring and 
Enforcement Program are expenses that fall in the category of the “public good” and that all load 
serving entities, including those in Quebec, should bear a fair share of the costs of the applicable 
program on the basis of net energy for load. 

This methodology for the 2009 Assessments in Quebec is similar to the methodology utilized for 
assessments to the IESO in the approved 2008 NERC Business Plan and Budget and the 2009 
NERC Business Plan and Budget. 

The adjustment to the Regie 2009 Assessment which is detailed on the following page, takes into 
account all of the direct costs associated with the activities identified above as well as a 
proportional share of all of NERC’s overhead costs based on net energy for load. 

To effectuate the adjustment, NERC would exclude the Regie from the allocation of the costs 
detailed on the following page. 

http://www.nerc.com


ADJUSTMENT TO THE QUEBEC 2009 NERC ASSESSMENT

NERC CMEP Direct Costs 6,481,457$         

Adjustment Based on 9 of 31 FTE's 1,881,713$         

Quebec NEL Share 4.175%

Quebec Direct Cost Credit 78,562$              

NERC Indirect Costs 13,305,337$       
Less: Cost of Self-Assessment 1,050,000$

12,255,337$       

Adjustment Based on 9 of 71 FTE's 1,553,493$         

Quebec NEL Share 4.175%

Quebec Indirect Cost Credit 64,858$              

Total Quebec Credit 143,420$            

Assumptions:

1. NERC Costs are pursuant to NERC 2009 Business Plan and Budget 
2. NEL share is pursuant to NERC 2009 Business Plan and Budget
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REPORT OF INDEPENDENT AUDITORS 

The Board of Directors 
SERC Reliability Corporation 
Charlotte, North Carolina 

We have audited the accompanying statement of cash receipts and disbursements of SERC Reliability 
Corporation (the “Corporation”) for the year ended December 31, 2007.  The financial statement is the 
responsibility of the Corporation’s management.  Our responsibility is to express an opinion on this 
financial statement based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statement is free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement.  
An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe that our 
audit provides a reasonable basis for our opinion. 

As described in Note 1, this financial statement has been prepared on the cash receipts and 
disbursements basis of accounting, which is a comprehensive basis of accounting other than 
accounting principles generally accepted in the United States of America. 

In our opinion, the financial statement referred to above presents fairly, in all material respects, the 
cash receipts and disbursements of SERC Reliability Corporation for the year ended December 31, 
2007, on the basis of accounting described in Note 1. 

Our audit was made for the purpose of forming an opinion on the statement of cash receipts and 
disbursements taken as a whole.  The supplemental schedules are presented for purposes of additional 
analysis and are not a required part of the statement of cash receipts and disbursements.  Such 
information has been subjected to the auditing procedures applied in the audit of the statement of cash 
receipts and disbursements and, in our opinion, is fairly stated in all material respects in relation to the 
statement of cash receipts and disbursements taken as a whole, prepared on the basis of accounting 
described in Note 1.   

Charlotte, North Carolina 
March 29, 2007
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Cash and cash equivalents - December 31, 2006 422,823$        

Cash receipts
   Member assessment 5,518,555$      
   Workshops 182,450           
   Interest income 37,315             
   Other cash receipts 4,407               

        Total cash receipts 5,742,727       

Cash disbursements
   Personnel costs 3,040,799        
   Meeting expenses 711,484           
   Operating expenses
      Rent and improvements 60,780             
      Contracts 301,358           
      Consultants 577,805           
      Office costs 158,017           
      Professional services 114,998           
      Computer purchase and maintenance 87,649             
      Furniture and equipment 102,994           
      Miscellaneous expenses 4,449               

        Total cash disbursements 5,160,333       
Cash receipts in excess of cash disbursements 582,394          
Cash and cash equivalents - December 31, 2007 1,005,217$

Summary of cash in bank, net of reconciling items
   Checking account 150,503$        
   Treasury account 854,714          

1,005,217$

See notes to financial statement.

SERC Reliability Corporation

Statement of Cash Receipts and Disbursements
Year ended December 31, 2007
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SERC RELIABILITY CORPORATION 

Notes to the Statement of Cash Receipts and Disbursements 
Year ended December 31, 2007 

Note 1 – Summary of significant accounting policies  

Nature of organization 

SERC Reliability Corporation (the “Corporation”) is a non-profit corporation, incorporated under the 
laws of the State of Alabama on April 29, 2005.  During 2006, Southeastern Electric Reliability Council, 
Inc. changed its name to SERC Reliability Corporation.  Prior to incorporation in 2005, Southeastern 
Electric Reliability Council (SERC) existed as an unincorporated entity. SERC was established with the 
signing of the SERC Agreement on January 14, 1970 by 22 electric systems.  SERC incorporated as a 
non-profit corporation in order to provide liability protection for its members and prepare the 
organization to qualify as a Regional Reliability Organization under the Energy Policy Act of 2005. The 
Corporation's mission is to promote the reliability of the electricity supply for the southeastern United 
States.  The activities of the Corporation are directed by its Board of Directors.  The Corporation 
members are electricity suppliers, brokers and consumers from various ownership segments of the 
electricity supply industry, investor-owned rural electric cooperatives, municipal utilities, independent 
power producers, power marketers and customers. These entities account for virtually all the electricity 
supplied in the southeastern United States. 

Basis of accounting 

The Corporation prepares its financial statements on the basis of cash receipts and disbursements, 
which is an "other comprehensive basis of accounting". Financial statements prepared on this basis of 
accounting are not intended to present results of operations in accordance with accounting principles 
generally accepted in the United States of America.  Consequently, revenues are recognized when 
received rather than when earned and expenses are recognized when paid rather than when the 
obligations are incurred. 

Cash and cash equivalents 

The Corporation considers all cash investments with an original maturity of three months or less to be 
cash equivalents. 

Income Taxes 

The Corporation is a exempt from income taxes on income related to its exempt function under Internal 
Revenue Code Section 501(c)(6) and the applicable state statutes.   

Note 2 – Commitments 

The Corporation rents its current office facility under a non-cancelable operating lease which expires in 
2015 and which provides for current monthly payments of $14,842.  The Corporation also leases office 
equipment under noncancelable operating leases that expire in 2012.  Rental expense under all 
operating leases totaled $60,780 for the year ended December 31, 2007.  
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SERC RELIABILITY CORPORATION 

Notes to the Statement of Cash Receipts and Disbursements 
Year ended December 31, 2007 

Note 2 – Commitments (continued) 

Future minimum payments for all operating leases are as follows: 

  Year ending December 31,
2008 $  168,417 
2009  188,602 
2010  194,106 
2011 199,775 
2012 204,325 

                                               Thereafter  437,403
 $ 1,392,628

Note 3 – 401(k) plan 

The Corporation sponsors a 401(k) retirement plan covering all eligible employees, as defined.  The 
Corporation makes an annual contribution to the plan equal to 3% of each eligible employee’s 
compensation.  The plan also provides that the Corporation may make additional discretionary 
contributions.  During the year-ended December 31, 2007, contribution expense related to this plan 
totaled $64,827. 

Note 4 – Functional expenses 

The following is an allocation of expenses by functional category. 

Program expenses:
Reliability standards $ 248,908 
Compliance enforcement  1,692,287 
Reliability readiness 75,878 

 Reliability assessment 290,102 
 Training and education 259,737 

Situation awareness   125,260
   2,692,172

Committee and member forums  401,503 

General and administrative expenses: 
General and administrative  1,047,002 
Information technology  729,524 
Finance and human resources  290,132

                                                  2,067,022

 $ 5,160,333
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SERC RELIABILITY CORPORATION 

Notes to the Statement of Cash Receipts and Disbursements 
Year ended December 31, 2007 

Note 5 – Concentration of risk and uncertainties 

Financial instruments that potentially subject the Corporation to concentrations of credit risk consist 
principally of cash and cash equivalents.  The Corporation places its cash with one financial institution.  
These balances are insured by the Federal Deposit Insurance Corporation up to $100,000.  From time 
to time, the Corporation’s balances may exceed the insured amounts.  

The Corporation receives a significant portion of its cash receipts directly from the North American 
Electric Reliability Corporation (NERC) based on the budget submitted by the Corporation and 
approved by NERC.  Based on past history with NERC, the Corporation believes that its revenue risk 
exposure is limited. 
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2007 YTD 2007 YTD 2007 YTD 
Actual Budget Variance

Funding
   Member assessment 5,518,555$  5,518,555$  -$
   Workshops 182,450      173,500      8,950
   Interest 37,315        10,000         27,315
   Miscellaneous 4,407          -               4,407
Total funding 5,742,727   5,702,055   40,672

Expenses
   Personnel expenses
      Salaries 2,556,025   2,938,370   (382,345)
      Payroll taxes 170,164      199,990      (29,826)
      Employee benefits 249,783      407,130      (157,347)
      Savings and retirement 64,827        84,595         (19,768)
Total 3,040,799   3,630,085   (589,286)
   Meeting expenses
      Meetings 339,335      375,000      (35,665)
      Travel 310,859      318,700      (7,841)
      Conference calls 61,290        44,450         16,840
Total 711,484      738,150      (26,666)
   Operating expenses
      Rent and improvements 60,780          43,200          17,580
      Contracts 301,358      703,320      (401,962)
      Consultants 577,805        -                577,805
      Office costs 158,017      130,100      27,917
      Professional services 114,998      71,500         43,498
      Computer purchase and  maintenance 87,649          85,700          1,949
      Furniture and equipment 102,994        -                102,994
      Miscellaneous 4,449            300,000        (295,551)
Total 1,408,050     1,333,820     74,230

Total expenses 5,160,333     5,702,055     (541,722)

Net change in assets - cash basis 582,394$      -$              582,394$

SERC Reliability Corporation

Statutory Financial Statements
Year ended December 31, 2007





SOUTHWEST POWER POOL, INC.  

Financial Statements 

Year Ended December 31, 2007 















































TEXAS REGIONAL ENTITY  

Agreed Upon Procedures 

Year Ended December 31, 2007 

















WESTERN ELECTRICITY COORDINATING COUNCIL

Financial Statements 

Year Ended December 31, 2007 



Financial Statements 
As of December 31, 2007 and 2006 and For the Years Then Ended 

Together with Independent Auditors’ Report



INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Western Electricity Coordinating Council 

We have audited the accompanying statements of financial position of Western 
Electricity Coordinating Council (the Council) as of December 31, 2007 and 2006, 
and the related statements of activities and cash flows for the years then ended.  
These financial statements are the responsibility of the Council's management.  Our 
responsibility is to express an opinion on these financial statements based on our 
audits.

We conducted our audits in accordance with auditing standards generally accepted 
in the United States of America.  Those standards require that we plan and perform 
the audits to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes consideration of internal control 
over financial reporting as a basis for designing audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Council’s internal control over financial reporting.  Accordingly, 
we express no such opinion.  An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We 
believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Western Electricity Coordinating Council as of 
December 31, 2007 and 2006, and the changes in its net assets and its cash flows 
for the years then ended in conformity with accounting principles generally accepted 
in the United States of America. 

March 18, 2008 
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See accompanying notes to financial statements.  2

Statements of Financial Position 

As of December 31,

2007 2006
Assets

Current assets:
Cash and cash equivalents 2,851,512$     5,149,318$     
Investments 4,942,362 1,096,000
Accounts receivable, net of allowance for doubtful

accounts of $38,157 and $84,341, respectively 119,085 150,431
Prepaid assets 555,333 533,932

Total current assets 8,468,292 6,929,681

Equipment and software, net 1,829,895 769,006

Total assets 10,298,187$  7,698,687$     

Liabilities and Net Assets

Current liabilities:
Accounts payable 754,883$        931,804$        
Accrued payroll and payroll related liabilities 517,366 323,676
Deferred revenue 3,028,246 1,439,490

Total current liabilities 4,300,495       2,694,970

Commitments and contingencies

Net assets:
Unrestricted:

Designated 424,595 1,408,928
Undesignated 5,573,097 3,594,789

Total net assets 5,997,692 5,003,717

Total liabilities and net assets 10,298,187$  7,698,687$     



WESTERN ELECTRICITY COORDINATING COUNCIL 

See accompanying notes to financial statements.  3

Statements of Activities 

Years Ended December 31, 

2007 2006

Unrestricted net assets:
Revenue and other income:

Membership assessments 21,605,101$    16,393,876$     
Western Renewable Energy Generation

Information System (WREGIS) 659,193 52,422
Interest 574,713 438,375
Meetings and workshops 496,710 509,440
Other 91,035 143,772

Total unrestricted revenue 23,426,752     17,537,885

Expenses and losses:
Labor 11,331,123     7,744,564
NERC dues 3,840,878       2,713,645
Professional services 2,629,841       1,219,618
Computer systems 1,264,191       796,583
Travel 779,626          536,173
Meeting expenses 753,031          589,495
Insurance 655,065          747,622
Office 615,397          407,611
Depreciation and amortization 563,625          177,468

Total expenses 22,432,777     14,932,779

Increase in unrestricted net assets 993,975          2,605,106

Net assets, beginning of year 5,003,717       2,398,611

Net assets, end of year 5,997,692$      5,003,717$
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Statements of Cash Flows 

Years Ended December 31,

2007 2006

Cash flows from operating activities:
Increase in net assets 993,975  $     2,605,106  $   
Adjustments to reconcile increase in net assets to
  net cash provided by operating activities:

Depreciation and amortization 563,625        177,468          
Other non-cash (income) expense (6,027)         11,131           
Decrease (increase) in:

Account receivable 35,873          256,308          
Prepaid assets (21,401)       (16,542)         

Increase (decrease) in:
Accounts payable (176,921)     (666,908)       
Accrued liabilities 193,690        66,858           
Deferred revenue 1,588,756     1,439,490       

Net cash provided by
operating activities 3,171,570     3,872,911       

Cash flows from investing activities:
Net change in investments (3,846,362)  604,000          
Purchase of equipment and software (1,624,514) (922,655)       
Proceeds from sale of equipment 1,500            1,475             

Net cash used in investing activities (5,469,376) (317,180)       

Cash flows from financing activities -                 -                 

Net increase (decrease) in cash and 
cash equivalents (2,297,806)  3,555,731       

Cash and cash equivalents at beginning of year 5,149,318     1,593,587       

Cash and cash equivalents at end of year 2,851,512  $  5,149,318  $   

Supplemental disclosure of cash flow information:

Interest paid -$                -$               
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Notes to Financial Statements 

1. Summary of 
 Significant 
 Accounting 
 Policies 

Nature of Activities 
Western Electricity Coordinating Council (the Council) is a not-for-profit 
organization whose primary business is to conduct work for its 
members who represent electricity providers operating in the western 
United States, Canada and Mexico. A substantial portion of revenue 
comes from member assessments, and therefore, the Council is 
involved in significant related-party transactions as a result of its 
normal activities. 

Use of Estimates
The preparation of financial statements in conformity with accounting 
principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect certain 
reported amounts of assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during 
the reporting period. Accordingly, actual results could differ from those 
estimates. 

Financial Statement Presentation 
The Council reports information regarding its financial position and 
activities according to three classes of net assets, as applicable: 
unrestricted net assets, temporarily restricted net assets, and 
permanently restricted net assets.  The Council had only unrestricted 
net assets as of December 31, 2007 and 2006. 

Concentration of Credit Risk 
The Council maintains its cash balances in deposit accounts which 
exceed federally insured limits.  The Council has not experienced any 
losses in such accounts and believes it is not exposed to any 
significant credit risk on cash and cash equivalents. As of 
December 31, 2007, cash balances exceed the federally insured limits 
by approximately $2,516,000. 

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Council considers all 
cash deposits and short-term debt securities with an initial maturity of 
three months or less to be cash equivalents. 

Investments
Investments in marketable securities with readily determinable fair 
values and all investments in debt securities are reported at their fair 
values in the statements of financial position.  Unrealized gains and 
losses are included in the change in net assets. 
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Notes to Financial Statements 
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1. Summary of 
 Significant 
 Accounting 
 Policies 

Continued

Accounts Receivable 
Accounts receivables are carried at original invoice amount less an 
estimate made for doubtful receivables based on a review of all 
outstanding amounts on a monthly basis. Management determines 
the allowance for doubtful accounts by identifying troubled accounts 
and by using historical experience applied to an aging of accounts. 
Trade receivables are written off when deemed uncollectible. 
Recoveries of trade receivables previously written off are recorded 
when received. 

Equipment and Software
Equipment and software is capitalized at cost and is depreciated 
using the straight-line method over estimated lives of 3 to 5 years. 
Minor replacements, maintenance and repairs, which do not increase 
the useful lives of the equipment and software are expensed as 
incurred.

Revenue Recognition 
Annual membership assessments are recognized as revenue in the 
period for which they have been assessed.  Other types of revenues 
are recognized when the services or products have been provided. 

Federal Income Tax 
The Council has been recognized by the Internal Revenue Service 
as a not-for-profit corporation as described in Section 501(c)(6) of the 
Internal Revenue Code (IRC) and is exempt from federal income 
taxes on related purpose income pursuant to Sec. 501(a) of the IRC.

Reclassifications 
Certain amounts in the 2006 financial statements have been 
reclassified to conform to the 2007 presentation. 
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2. Investments  Investments consisted of debt securities and are stated at fair value 
and consist of the following at December 31: 

Cost
Fair

Value
Unrealized
Gain (Loss)

    
2007 $ 4,933,129 $ 4,942,362 $ 9,233 
2006 $ 1,096,000 $ 1,096,000 $ - 

 The Council recognized interest income from cash and investments of 
$574,713 and $438,375 in 2007 and 2006, respectively. 

3. Accounts 
 Receivable 

 Accounts receivable at December 31, 2007 and 2006 consist of 
assessments for operations (including membership dues, 
assessments, and services) and unscheduled flow receivables that had 
not been  collected as of year-end. 

4. Equipment 
and
Software 

 Equipment and software consists of the following as of December 31: 

2007 2006 
     

Computer equipment $ 1,746,235 $ 1,055,114
Software 1,248,751  326,296

    
 2,994,986  1,381,410
   
Less accumulated depreciation   

and amortization (1,165,091)  (612,404)
   
 $ 1,829,895 $ 769,006

5. Accounts 
 Payable 

 Accounts payable consist of the following at December 31: 

2007 2006 
   

Trade and other payables $ 747,418 $ 845,327
Unscheduled flow mitigation  
  plan payables 7,465  86,477

Total accounts payable $ 754,883 $ 931,804
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6. Designation of 
Unrestricted 
Net Assets 

 Management and the Board of Directors has designated a portion of 
the Council’s unrestricted net assets to provide for the following as of 
December 31: 

2007 2006 
   
Software and computer equipment $ 349,595 $ 505,874
Consulting projects 75,000  503,054
Salaries -  400,000
   
 $ 424,595 $ 1,408,928

7. Retirement 
 Plans 

401(k) Retirement Savings Plan 
The Council has a 401(k) Retirement Savings Plan for its eligible 
employees.  The Plan requires the Council to make matching 
contributions equal to 50% of the first 6% of compensation eligible 
employees contribute to the plan.  The Council may also make, at its 
discretion, supplemental contributions for eligible employees.
Retirement plan expense reflected in the accompanying statements 
of activities was approximately $382,000 and $278,000 for the years 
ended December 31, 2007 and 2006, respectively. 

8. Commitments 
and
Contingencies

Operating Leases 
The Council has entered into non-cancelable operating leases for 
office space and office equipment. As of December 31, 2007, future 
minimum lease payments under non-cancelable operating leases with 
terms of one year or more are as follows: 

Years Ending December 31:

  2008 $ 305,302
  2009  316,872
  2010  188,496
  2011  9,720

 $ 820,390

 Total rent expense under non-cancelable operating leases was 
approximately $294,000 and $204,000 for the years ended 
December 31, 2007 and 2006, respectively. 
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8. Commitments 
and
Contingencies
Continued 

Litigation and Claims 
The Council, in the normal course of performing its activities, is at 
times subject to lawsuits or claims.  The Council’s management is 
currently not aware of any litigation or claims which it believes could 
have a material impact on the Council’s financial position. 

9. Subsequent 
Events

 During January 2008, the Council executed a line of credit 
agreement with Zion’s Bank, wherein they created a borrowing 
capacity of $6,000,000 with a maturity of March 1, 2010. 

During March 2008, the Council entered into an operating lease 
agreement for use of a building for its Vancouver, Washington
Reliability Center from 2008 through 2009.  The lease increased the 
Council’s commitments for the lease term by approximately $42,000.
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Midwest Reliability Organization 
Policy and Procedure 8 Document Retention and Destruction

Objective
The objective of this Policy and Procedure is to set forth the Midwest Reliability 
Organization (“MRO”) Policy and Procedure regarding the retention and destruction 
of corporate documents. 

Policy
MRO shall retain records for the period of their immediate or current use, 
unless longer retention is necessary for historical reference or to comply with 
contractual or legal requirements.  Records and documents outlined in this 
policy include paper, electronic files (including e-mail), and voicemail records 
regardless of where the document is stored, including network servers, 
desktop or laptop computers, and handheld computers and other wireless 
devices with text messaging capabilities. 

Responsibilities
1. In accordance with 18 U.S.C. Section 1519 and the Sarbanes Oxley Act, 

MRO shall not knowingly destroy a document with the intent to obstruct or 
influence an “investigation or proper administration of any matter within 
the jurisdiction of any department agency of the United States . . . or in 
relation to or contemplation of such matter or case.”  If an official 
investigation is underway or even suspended, document purging must 
stop in order to avoid criminal obstruction. 

2. In order to eliminate accidental or innocent destruction, MRO has the 
following document retention policy: 

Document Type Retention 
Period

Accounts Receivable/Payable Ledgers/Schedules 7 years 

Annual audited financial statements, audit 
reports, general ledgers, internal audit reports, 
trial balance journals 

Permanently 

Articles of Incorporation, Charter, Bylaws, 
minutes, and other incorporation records 

Permanently 

Bank Reconciliation 7 years 

Bank statements, deposit records, electronic fund 
transfer documents, and cancelled checks 

7 years 

Chart of Accounts Permanently 

Contracts, mortgages, notes and leases (still in 
effect) 

Permanently 

Contacts, mortgages, notes and leases (expired) 7 years 

Correspondence (general) 7 years 
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Document Type Retention 
Period

Correspondence (legal and important matters) Permanently 
Correspondence (with customers and vendors) 1 year 

Depreciation schedules Permanently 

Employment applications 2 years from making the
record or taking the 
personnel action 

Garnishments 7 years 

Insurance policies, records, current accident 
reports, claims (still in effect) 

Permanently 

Insurance policies, records, accident reports, 
claims (expired) 

Permanently 

Inventory records 7 years 

Invoices (to customers, from vendors) 7 years 

Loan documents and notes Permanently 

Personnel files (employee demographic 
information and compensation records) 

7 years 

Personnel files (I-9’s) 7 years after date of 
hire or 7 years after 
termination 

Personnel files (payroll records and summaries 
including records related to employee’s leave) 

7 years 

Retirement and pension records including 
Summary Plan Descriptions (ERISA) 

Permanently 

Tax returns and worksheets Permanently 

Timesheets 7 years 

Trademark registrations and copyrights 7 years 

Workers Compensation documentation 10 years after first 
closure
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            NORTHEAST POWER COORDINATING COUNCIL, INC. 
DOCUMENT RETENTION AND DESTRUCTION POLICY 

PURPOSE 

This Policy sets forth the Northeast Power Coordinating Council, Inc.’s (“NPCC”) policies 
and procedures regarding the retention and destruction of corporate documents. 

In accordance with the Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley Act”), which 
makes it a crime to alter, conceal, cover up, falsify or destroy any document (or persuade 
someone else to do so) with the intent of impeding or obstructing any official proceeding (e.g., a 
federal investigation or bankruptcy proceeding), this Policy provides for the systematic review, 
retention and destruction of documents received or created by NPCC during its ongoing 
performance of activities that promote the reliable and efficient operation of the international, 
interconnected bulk power system in Northeastern North America.  This Policy covers all 
records and documents, regardless of physical form, and contains guidelines for how long 
certain documents should be retained and how records should be destroyed.  This Policy is 
designed to:  (1) ensure compliance with all applicable federal and state laws and regulations; 
(2) eliminate accidental or innocent destruction of records; and (3) permit NPCC to identify 
valuable documents on short notice when needed.       

RESPONSIBILITIES 

NPCC shall retain records for the period of their immediate or current use, unless a 
longer retention period is necessary for historical reference or to comply with contractual or legal 
requirements.

In accordance with 18 U.S.C. § 1519 and the Sarbanes-Oxley Act, NPCC shall not 
knowingly alter, conceal, or destroy a document with the intent to impede, obstruct or influence 
an “investigation or proper administration of any matter within the jurisdiction of any department 
or agency of the United States . . . or in relation to or contemplation of any such matter or case.”  
In order to eliminate accidental or innocent destruction of corporate documents, NPCC has 
adopted the document retention procedures discussed below. 

MANAGEMENT 

To ensure compliance with this Policy, NPCC’s Vice President and Chief Operating 
Officer is responsible for the following oversight functions: 

 Implementing the Policy; 
 Ensuring that employees and administrative staff (collectively, “NPCC Employees”) 

understand and comply with the Policy; 
 Providing oversight on the retention and destruction of documents; 
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 Ensuring the proper storage of documents; 
 Suspending the destruction of documents upon foreseeable investigations or litigation; 
 Following up periodically with legal counsel to ensure that proper retention periods are in 

place; and 
 Reviewing the Policy and keeping corporate officers, directors and NPCC Employees 

apprised of changes to the Policy. 

All questions relating to document retention and/or destruction should be addressed to NPCC’s 
Vice President and Chief Operating Officer. 

DOCUMENT RETENTION SCHEDULE 

NPCC adheres to the document retention schedule attached to this policy (see 
Attachment).  The document retention schedule reflects those important business records that 
are essential to the ongoing, legal and effective functioning of NPCC.  These records are 
distinguished from those documents whose continued preservation serves no useful purpose to 
NPCC (e.g., personal e-mails and correspondence, preliminary drafts of letters or memoranda, 
and newsletters and brochures).  This latter category of documents should be promptly and 
systematically deleted and destroyed, with the exception of documents that are relevant to or 
discoverable in pending or potential litigation and other legal and official proceedings. 

DOCUMENT STORAGE AND RETENTION 

The records and documents covered by this Policy include paper documents, electronic 
files (including e-mail), and voicemail records regardless of where the document is stored, 
including network servers, desktop or laptop computers, handheld computers and other wireless 
devices with text messaging capabilities.  NPCC’s records will be stored in a safe, secure and 
accessible manner.  Paper documents and financial files that are essential for the efficient 
operation of NPCC during an emergency will be stored electronically and "backed up" at least 
every week. 

Electronic files and documents will be retained as if they were paper documents.  
Therefore, any electronic files that fall into one of the document categories on the attached 
schedule will be maintained for the appropriate period of time.  If a user has sufficient reason to 
keep an e-mail message, the message should be printed in hard copy and retained in the 
appropriate file or moved to an “archive” computer file folder.  NPCC Employees will be routinely 
notified to keep all original documents on NPCC network servers and delete copies of old or 
dated files from their home or work computers. 

DOCUMENT DESTRUCTION 

NPCC’s Vice President and Chief Operating Officer is responsible for the ongoing 
process of identifying the records that have been retained for the applicable retention period, 
and overseeing their destruction.  The Vice President and Chief Operating Officer shall record 
the destruction of documents and make appropriate annotations in a destroyed documents “log 
book.”
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Paper records should be destroyed by shredding or some other means that will render 
them unreadable.  NPCC’s Secretary or Assistant Secretary should be consulted in connection 
with the destruction of records such as photographs, compact disks or tape recordings.   
Electronic files and e-mail records that are deleted will be permanently removed by NPCC’s 
information technology department from the NPCC computer system.  When duplicate copies of 
a document or file are involved, both copies must be destroyed or deleted where proper.   

Document purging must be suspended immediately upon any indication that any 
government investigation or lawsuit is pending, threatened or even reasonably foreseeable, in 
order to avoid criminal obstruction.  When it becomes apparent that an electronic file needs to 
be preserved for an investigation and/or lawsuit, NPCC Employees must take the appropriate 
measures to avoid altering the metadata documenting the origin of electronic data.   

Suspension of the destruction of any documents that are potentially related to an 
investigation, lawsuit or other proceeding should continue until NPCC management has 
confirmed with legal counsel which documents may be destroyed.  Destruction may be 
reinstated upon the conclusion of the investigation, lawsuit or proceeding. 

COMPLIANCE 

NPCC shall maintain appropriate documentation supporting the development and 
implementation of this Policy.  Further, NPCC Employees shall be trained with respect to 
compliance with these document management policies and guidelines, and notified of any 
revisions to the Policy.  NPCC shall conduct periodic audits in order to monitor compliance with 
this Policy.  As part of its annual audit of NPCC's financial statements, NPCC's independent 
auditors will also review and assess compliance with the corporation's policies and procedures, 
including this Policy.     

Failure on the part of NPCC Employees to follow this Policy can result in possible civil 
and criminal sanctions against NPCC and possible disciplinary action against responsible 
individuals.  NPCC’s Vice President and Chief Operating Officer will periodically review these 
procedures with legal counsel to ensure that they are in compliance with new or revised laws 
and regulations. 

UPDATE AND MODIFICATION OF POLICY

The Board of Directors of NPCC shall be kept abreast of significant changes in legal or 
regulatory requirements concerning document management, and shall adjust this Policy 
accordingly. 

APPROVAL AND ADOPTION 
Approved and adopted by the Board of Directors of NPCC on April 29, 2008. 



Approved by NPCC Board of Directors
April 29, 2008

Types of Records 1 Year 2 Years 3 Years 7 Years Perm

Accounts payable ledgers & schedules Y
Accounts receivable ledgers & schedules Y
Company policy & practice manuals Y
Audit reports Y
Bank statements Y
Bank reconciliations Y
Canceled checks Y
Chart of accounts Y
Contrats & leases: 

Expired Y
Current Y

Correspondence:
Contributions Y

General Y
Legal & important matters only Y

Routine vendor Y
Depreciation schedules Y
Election records Y
Employee personnel records (after termination) Y
Employee W-2 and payroll tax returns Y
Employment applications Y
Financial records/schedules used in preparation of tax returns (from 
date return filed) Y
Financial statements (year-end; other months optional) Y
General ledgers:  year-end trial balances Y
Insurance policies (including expired policies) Y
Inventories Y
Invoices:

From vendors Y
To customers Y

Minutes of director & committee meetings (incl bylaws & charter) Y
Ownership of property, real estate, patents, trademarks, copyrighted 
documents (from date ownership ends) Y
Litigation-related documents Y
Payroll records & summaries Y
Pension documents & records Y
Petty cash vouchers Y
Purchase orders Y
Receipt records (sales, etc.) Y
Sales records and journals Y
Subsidiary ledgers Y
Tax returns Y
Time sheets Y
Vouchers for payments to employees for reimbursements, 
allowances, etc. Y

Northeast Power Coordinating Council, Inc. (NPCC)
Record Retention Policy
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