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Southwest Power Pool
REGIONAL ENTITY TRUSTEES MEETING
APRIL 29, 2013
HILTON KANSAS CITY AIRPORT, KANSAS CITY
-AGENDA-
8:00 am —12:00 pm
ADMINISTRATIVE ITEMS

1. Call to Order, INtrOAUCHIONS ......ceiiiiiiiiiiieit ettt a e e e e John Meyer

2. ANLIUSE GUIAEIINGES ...t e e e e e e e e Emily Pennel
CONSENT AGENDA

3. Approval of Meeting Minutes — Jan. 28, 2013 ...........uuiiiiiiiiiiiiiieeee e John Meyer

GENERAL MANAGER'S REPORT
4. General Manager's REPOIT .....cooiciviiiiiee e e e e e e e e e e s s nnnanaeneeeee s Ron Ciesiel

2013 SUMMER RELIABILITY ASSESSMENT
5. SPP RE Summer Reliability Assessment Report .................... Debbie Currie and Jason Smith

ENFORCEMENT REPORT
ST o) (o] (o= g L= o B = o o] o PSSR Joe Gertsch

NERC REPRESENTATIVE PRESENTATION
7. Compliance and Certification COmMmMIttee..........coviiuiiiiiiieriiiiiiiieeeeeees Jennifer Flandermeyer

COMPLIANCE GROUP REPORT
T 0] 4 a1 o] [F= g o= I8 = L=T o Lo o SRS Ron Ciesiel

EINANCIAL REPORTS

9. Reconcile 2012 final NUMDEIS.........oiiii e Ron Ciesiel
10. First quarter 2013 NUMDEIS......cciiiiii e e e e e e e e e e e e snneaeeees Ron Ciesiel
11. 2014 preliminary business plan and budget ..........cccccceeiiiiiiieine e Ron Ciesiel

ISSUES ROUNDTABLE
12. Input for Trustees’ discussion with NERC Board of Trustees..........cccccceeeernnnnnes Gerry Burrows

YTD STAFE METRICS
13. Staff goals and MetricS UPAate .........cc.uviiiiiiiiiii e Ron Ciesiel

Written Reports
14. NERC Representatives Written Reports - Comments or Questions

a. Operating ComMmMIttEE REPOI......ceveeiiiiiiiieiieee et s e e e e Jim Useldinger
b. Interchange SUBCOMMILEEE .....cveeiiiiiiiiieie e Jeremy West
c. Critical Infrastructure Protection Committee Report ...................... Robert McClanahan
d. Planning Committee REPOIT.........ueiiiiiiiieeiiiiie e Noman Williams

15. RE Staff Written Reports - Comments or Questions
A, OULrEaCh ACHIVILY ...oooiiiiiiiiiiiii e Emily Pennel

SUMMARY OF NEW ACTION ITEMS
T LT A od T o T 1= o SRS Emily Pennel
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FUTURE MEETINGS
17. FULUIE MEELINGS ...eeeeiiieiee ittt ettt ettt ettt ettt e sttt e e s b e e s bt e e nnnne s

John Meyer

June 18, 2013 - Little Rock
July 29, 2013 - Denver
October 28, 2013 - Little Rock



http://www.spp.org/event_detail.asp?oID=4357

http://www.spp.org/event_detail.asp?oID=4333

http://www.spp.org/event_detail.asp?oID=4334
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SPP Regional Entity Antitrust Guidelines

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

ogpp | -
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Southwest Power Pool
REGIONAL ENTITY TRUSTEES MEETING MINUTES
JANUARY 28, 2013
SPP CORPORATE CENTER, LITTLE ROCK
-AGENDA-
8:00 am —12:00 pm

ADMINISTRATIVE ITEMS
1. Call to Order, INtrOAUCHIONS ......ceiiiiiiiiiiieit ettt a e e e e John Meyer

Chairman John Meyer called the meeting to order at 8:05 a.m. The meeting attendance sheet is
attached.

2. ANLrUSTt GUIAEIINES ... e Emily Pennel
CONSENT AGENDA
3. Approval of Meeting Minutes — OcCt. 29, 2012........ccccvuvereeeeiiiiiiieeeee e e e John Meyer

There were no additions or revisions to the minutes, which were approved.

GENERAL MANAGER'’'S REPORT
4. 2012 ENd Of YEAI REPOI ..coiiiiiiiiiiiieie ettt e e e e e Ron Ciesiel

Ron Ciesiel highlighted a number of items from the 2012 End of Year Report. We received 173
violations in 2012 and processed 251. Incoming violations are down 30% from 2011, a significant
decrease. Hopefully we have turned a corner on the number of incoming violations and can maintain
this level of activity. Of the 173 violations, 54% were self-identified, which is a positive trend. We
reviewed 147 mitigation plans; our 2012 addition of a staff member focused on CIP mitigation
improved our ability to process these plans.

In 2012 we made improvements to our pre-audit work, which we plan to continue improving in 2013.
During our pre-audit work we may remove some requirements from the on-site audit; the goal is to
only deal on-site with information for which we need clarification or field inspection. For example, with
one entity we originally scheduled two separate audits, but the pre-audit evidence review allowed us
to collapse the two audits into one, which worked well for both parties. We increased training for audit
staff, who attended NERC auditor training and a training we organized with a Big Four accounting
firm.

We added seven Registered Entities during 2012, primarily wind farms that went into production. SPP
RE has the ultimate responsibility for publishing three annual reliability assessments, which were all
sent to NERC on-time. We have one open hearing that started in 2012. In 2012 there were 17
reportable system events; a lower number than last year. The 14 training videos we posted beginning
in April 2012 received over 1,000 plays and are being used by other regions as well as our own. The
webCDMS software used by SPP RE and four other regions is now synced to NERC database, which
has improved efficiency.

The 2012 stakeholder survey showed a drift upward in satisfaction; “poor” ratings decreased and
“excellent” ratings increased. The 54% response rate was extremely high.

Of the 12 metrics that were approved in January 2012, we met or exceeded 11. Regarding 2013
goals, there is a push to improve auditors’ credentials. NERC is likely to create an auditor certification
process. We will participate with NERC on this process, along with developing a tool to assess
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Registered Entities’ internal controls. NERC is working on a “compare and contrast” review of all RES’
internal processes, and we will agree on improvements to be made across the board.

Ron was asked, “Is the bulk electric system more reliable than it was in 2011?” Ron noted several
anecdotal indicators of improved reliability. There have not been any vegetation management
contacts in our region nine quarters. System events have dropped 20% and violations have dropped
30%. Misoperations have decreased tremendously. Our Enforcement group is getting information
back to Registered Entities in a more timely fashion so mitigation can be completed. NERC and the
REs are aware we need to be quantifying the value and improvements brought about by the CMEP.
Regulators are asking the same questions of Registered Entities: “Is the system more reliable with
the mandatory compliance program?” Going forward with standard development, there will be a new
emphasis on a cost/benefit review to determine what reliability improvements are expected from the
standard compared to the cost of implementing it. In the past, standards have been written without as
much regard to cost or measurable benefit.

RESPONSE TO 2012 STAKEHOLDER SURVEY
5. Staff responses to 2012 SUIVEY FESUILS ........coiiiiiiiiiiiiiiiee et Ron Ciesiel

Following the annual stakeholder survey, we share survey results with staff, who work on action plans
to address the identified issues. Most of the comments we received in 2012 were related to how on-
site audit teams worked with Registered Entities. NERC’s Reliability Assurance Initiative overhaul and
the new inter-regional review process will bring improvements to our auditing processes and
procedures.

ENFORCEMENT REPORT
6. ENfOrcemMEeNnt REPOI .......coiiiiiiieie e e e e e e e Joe Gertsch

Joe reviewed the YTD enforcement activities. We had a 30% reduction in incoming violations from
2011, with approximately the same number of audits. Violations from compliance audits dropped by
22%; self-reported violations dropped by 40%. We issue very few NAVAPS; most violations go
through the settlement process. In 2012, we sent 131 settlements to NERC. The NERC Board of
Trustees Compliance Committee approved 152 settlements and 74 FFTs (Find, Fix, Track) in 2012; a
significant increase from 2011. There were 43 dismissals for the year. FERC approved 184 Notices of
Penalty/FFTs. We ended the year with an active caseload of 168, down from 244 in 2011. The
caseload index is 7.7, compared to 11.2 on Dec. 31, 2011.

We finished the year with 46 High Impact violations; we started the year with 86. Our goal is to
address High Impact violations in 120 days. Enforcement is making a concerted effort to address
some of the older violations. Our average time for reviewing mitigation plans is 21 days (the goal is
<30 days).

In 2012 we added some internal controls to ensure violations are processed more expediently
throughout the year rather than having a large increase in processing during the last half of the year.

NERC REPRESENTATIVE PRESENTATION
7. Planning CommIittee REPOIT.......euiiiiiiiiiiiiiie et Noman Williams

Planning Committee Meeting Materials

Noman serves on the Planning Committee (PC) Executive Committee, which spent a year reviewing
the Bulk Electric System (BES) definition thresholds. The group recommended the continued use of
the 100 kV Bright-Line. The PC didn't determine any technical basis to change what the standard
drafting team originally adopted. The Phase 2 process will continue to refine the BES inclusions and
exclusions.



http://www.nerc.com/filez/pcmin.html
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The PC received a request to review MOD 010-015 and recommended reducing the number of MOD
standards, adding short circuit data, and adding requirements for data sharing responsibilities and
data acceptability. The group posted a white paper on this topic.

TADS (Transmission Availability Data System) has become a fairly involved process. The PC
approved modifications to the Section 1600 data request that expands TADS reporting. Next steps
include demonstrating the benefits and usefulness of TADS data collection and removing any data
fields that are not needed. The chairman of the TADs effort, Jake Langthorn, is in our region and
would be able to address any questions.

The PC assessed the need to add a Demand Response function to the NERC Functional Model.
They concluded there are no reliability impacts unique to Demand Response resources and
recommended not to add such a function at this time.

WECC has identified some issues related to the Arizona-Southern California Outage that need to be
addressed. WECC asked NERC to review facilities below 100 kV to determine which should be
modeled. WECC also recommended that NERC consider developing guidelines or standard
requirements identifying what base cases and parameters TOPs should use to conduct simulations.
The PC agreed to address some of these key recommendations.

The Standards Committee asked the PC to research the need for a standard to address Protection
System Commissioning. The PC recommended that rather than creating a standard, industry should
share more lessons learned, analyze misoperations resulting from weak commissioning practices,
and work with IEEE to develop a reference document on protection system commissioning practices.

Noman recommended the industry stay involved in the issue of Geomagnetic Disturbances (GMDs).
How do we model the system to determine if we needed protective devices to guard against GMDs?

COMPLIANCE GROUP REPORT
T 0] 4 a1 o] [F= g o= I8 = L=T o Lo o A PSSR Ron Ciesiel

NERC is rolling out a major initiative in 2013; several Reliability Assurance Initiative white papers
have been posted.

SPP RE’s 2013 audit scope is similar to 2012’s.

The Facility Ratings Alert (FAC) program is in its third and final year. Our region reported 400
discrepancies for high priority lines in 2011; 95% of them have been remediated. The number of
discrepancies reported in 2012 on medium priority lines has grown to 1,300. In 2013, we expect
numerous discrepancies to be reported on low priority lines. Entities have one year to complete
remediation. Remediating these discrepancies should ultimately have a positive impact on reliability.
Reliability Coordinators and Registered Entities have to work on issues related to outages.

SPP RE has now had 9 consecutive quarters with no vegetation outages, which is a very positive
development. Misoperations have also been reduced, which is good news and should lead to fewer
reportable events and violations. There is seasonality in misoperations reporting.

SPP RE'’s top ten most violated standards are mostly consistent with NERC's top ten. The issues we
see with PRC-005 Protection System Maintenance are primarily administrative in nature.

REGIONAL STANDARDS UNDER DEVELOPMENT
9. Standards Process Manual Task Force (SPMTF) Update ......ccccccccovvvivviieneeennnnns Emily Pennel

The SPMTF developed a draft revised Regional Standards Development Process Manual to address
concerns raised during development of the SPP UFLS standard. Suggested revisions include adding
segment qualification guidelines, modifying the “end user/public interest” segment to exclude



http://www.nerc.com/page.php?cid=3%7C443
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individuals whose employer is eligible for another segment, establishing a 75% quorum, adjusting the
weighting formula to proportionally reduce segments with less than five votes, requiring Minority
Reports to have a summary of comments/issues not addressed by Standard Drafting Team,
specifying actions MOPC can take if further revision is needed to proposed standard, adding a
recirculation ballot provision, and adding an open nominations process for standard drafting teams.

The manual is posted for public comment through February 9, 2013.

2013 METRICS
10. Review/Approval of 2013 SPP RE GOalS/MELIICS .....cccoviiiiiiiiiiiieiiiiieie e Ron Ciesiel

In 2012 we had 12 performance metrics. We reviewed last year’s goals and developed 16 goals and
metrics for 2013. Now that we are properly staffed, since 2009 we have been driving down our
performance targets (such as the number of days for work to be completed), requiring increased
efficiency. In the next few years we hope to tie our goals to NERC's goals. The proposed 2013 goals
and metrics impact all SPP RE staff. There are 3.5 FTEs who charge time to SPP RE; Ron has input
on these individuals’ performance appraisals.

The Trustees unanimously approved the metrics and goals for use by staff in 2013.

Written Reports
11. NERC Representatives Written Reports - Comments or Questions

a. Operating CommIttee REPOIt......ccceiiiiiiiiiiiiiee e Jim Useldinger
b. Compliance and Certification Committee...........ccccccceeeeeriiinnneen. Jennifer Flandermeyer
C. Interchange SUDCOMMILIEE ........ccuviiiiiiiiii i Jeremy West
d. Critical Infrastructure Protection Committee Report ...................... Robert McClanahan

There were no comments or questions on the reports.

Kevin Perry noted that on January 17, Congressmen Edward Markey and Henry Waxman requested
very sensitive information regarding mitigating vulnerabilities and cyber-attacks. Kevin advised that
entities that received this request should be extremely cautious about sharing such information.

12. RE Staff Written Reports - Comments or Questions

a. Year-to-Date Financial Statement...........coociieiiiiiiiiiiiiee e Ron Ciesiel
D.  OULreaCh ACHIVILY .....c.eeiiiiiiiii e Emily Pennel
C. PaSt ACHON ITEBMS ..ooiiiiiiie e Emily Pennel

There were no questions about the staff reports.

SUMMARY OF NEW ACTION ITEMS
R T A od T o T 1= o SRS Emily Pennel

There were no new action items.

FUTURE MEETINGS
T4, FULUIE IMEELINGS ...eetteeiieee e ittt et e ettt e e ettt e e e e e s e abb bttt e e e e e s e nbabe e e e e e e e e snnbebeeas John Meyer

April 29, 2013 - Kansas City
June 18, Little Rock

July 29, 2013 - Denver
October 28, 2013- Tulsa

The meeting was adjourned at 11:29 a.m.
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Ron Ciesiel Southwest Power Pool Regional Entity

SPP RE General Manager 201 Worthen Drive

Rciesiel.re@spp.org Little Rock, AR 72233
P 501-614-3265

TO: SPP Regional Entity Trustees

FROM: Ron Ciesiel, SPP RE General Manager

DATE : April 29, 2013

SUBJECT: SPP RE General Manager Report

Emerqing Issues

NERC Reliability Assurance Initiative [RAI]

NERC has posted a series of whitepapers on revamping a number of their processes to
become more efficient and effective in carrying out its duties. The topics include a
revamped Standards Development Process, Compliance Oversight Process, and
Enforcement Process. See http://www.nerc.com/page.php?cid=3|443.

All five of NERC’s proposed white papers on this subject are now posted at the site noted
above and development of the processes and feedback from interested stakeholders is
underway.

The RE Executives met in a strategic retreat to discuss this initiative and lay out an ERO
strategy of rolling this initiative out to the underlying SPP Registered Entities/Members.

The first step in this initiative is the implementation of the standardized audit checklist
developed through a 3" party assessment of the RE audit practices and processes. All of
the REs have agreed to implement this standardized audit process as soon as practical,
realizing that audit packages through July 2013 have already been issued in most regions.

BES Definition and Exemption Process

NERC and the Regional Entities continue the development of the BES Exemption
Process steps while waiting for final approval of the BES definition.

FERC has made a final ruling with an expected initiation date of July 1, 2013.

The REs are relying on NERC to fulfill its obligation to post and activate a common IT
platform to process exception requests.



http://www.nerc.com/page.php?cid=3|443
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The RE and NERC reps of the development working group met during the week of April
22" to finalize outstanding issues and map out a rollout strategy. The rollout strategy
includes training for RE staff in May and then a rollout series of webinars/workshops to
the registered entities in June 2013.

2014 Preliminary Budget Development

A team from the SPP RE with support from SPP RTO staff developed the 1% draft of the
2014 SPP RE Budget. A copy of the 1" draft has been included under another Agenda
item in this agenda.

Public Speaking Engagements

| spoke at the SPP Critical Infrastructure Protection Working Group meeting on March
12, 2013 before approximately 25 CIP subject matter experts.

Alan Wahlstrom has been invited to speak at a Modeling Workshop being sponsored by
the SPP RTO in April 2013.

| have been invited to speak to the AEP Compliance Forum in May 2013, in Columbus,
Ohio.

| have also been invited, along with the other RE Executives, to speak at the EEI
Conference in June 2013.

Administrative and Organizational Issues

Organizational

The following employee has an employment anniversary around this time of year and I would
like to recognize the following employees for their years of service:

Clay Layson 3 years
Bob Reynolds 2 years

Staffing

The following personnel were added to the RE staff since the last RE Trustees Meeting:

Greg Sorenson Senior Compliance Engineer [returned from Military Duty
on February 20, 2013]
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Stephanie Kimp Law Clerk [Returned from short absence in order to
prepare for the Arkansas Bar Exam]

The following personnel left the RE staff since the last report:
None
Currently, the SPP RE has 4 open positions, including the Director of Compliance position,

Manager of Accounting, one compliance technical position, and a Law Clerk [not actively
seeking a replacement at this time].

Administrative

A team of SPP RE personnel has developed displays and file management techniques for the
approved SPP RE Goals and Metrics. The displays are shown under another agenda item at this
meeting. With approval of the Trustees, the display will be made public and updated monthly on
the SPP RE public website.

The SPP RE Trustees have been invited to meet with the NERC Board of Trustees on May 7" in
Boston, MA, in advance of the NERC Board meetings.

Respectfully submitted:

Ronald W. Ciesiel
SPP RE General Manager
April 29, 2013
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Summer Reliability Assessment

Projected seasonal outlook for summer 2013

—  Focus on Reporting Area peak (August)

Primary objectives:
— ldentify areas of concern

— Make recommendations for mitigations/actions as
needed

Provides high-level overview of summer reliability
assessment for SPP reporting area (SPP RE + Nebraska)

— Demand growth
— Capacity adequacy
— Operational reliability oSpp | 2





Assessment Area

PP | 3
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Assessment Process

 Created with a combination of projected data/information
submitted by SPP Reporting Entities and SPP historical
actuals

e SPP staff validate and cross-check data to verify consistency

 SPP staff aggregate information into one dataset for entire
assessment area

e SPP staff use peer review process to validate data and
develop reliability assessments

e Assessment then undergoes peer-review process at NERC
prior to finalization

o%pp | «
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2013 Summer - Coincident Demand & Capacity

e 55,352 MW actual 2012 summer peak demand
e 53,512 MW projected 2012 summer peak
e 54,168 MW projected 2013 peak demand

e 79,359 MW Existing Capacity resources
— 44% Gas
— 36% Coal
— 10% Wind
— 9% Other (Hydro, Nuclear, Qil, etc.)

— 1,028 MW added since previous summer assessment

o%pp |
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Major Transmission Additions

e 172 miles of transmission added since 2012 summer
assessment

— Post Rock — Axtell 345 kV line (136 miles)
— Sooner - Cleveland 345 kV line (36 miles)

e Several other transmission upgrades, transformer
additions, substation configuration changes since
2012 summer
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Reliability and Reserves
e Reserve margins adequate

— SPP members required to maintain 12% capacity
margin - translates to a 13.6% reserve margin

— Forecasted reserve margin is 54.5% for summer 2013
* Reliability issues not expected

— Operations has no ongoing identified concerns

— Wind integration continues to be an active issue

— Extreme weather not expected to impact reliability

°SPp |





Environmental Regulations

e SPP continues its new bi-annual study process
— 4-year look ahead for reliability issues
—  Weekly snapshots through the 4 years

—  Scheduled outages taken into account

* No expected impact in 2013 summer timeframe

O5PP |
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Next Steps / Summary

e NERC publishes in May

e Assessment area has sufficient capacity to meet
forecasted demand during 2013 summer assessment

period

o%pp | 5
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SPP RE Enforcement Activities Total
March 31, 2013 2007 | 2008 | 2009 | 2010 2011 2012 January | February | March 2013
NPV
Issued 6 56 132 254 239 173 4 46 6 36
NAVAPS
NAVAPS Issued 6 45 10 7 0 2 0 0 0 0
NOCV
NOCV Sent to Entity WNERC 0 25 15 4 1 0 0 0 0
NOCWV BOTCC Approved 0 11 29 4 1 0 0 0 0
Settlements
To NERC for Approval 0 0 0 29 1183 131 2 0 3 5
BOTCC Approved 1] 0 0 S0 81 152 2 5 28 35
Administrative Citations
To NERC for Approval 0 0 0 16 22 N/A N/A N/A 0 N/A
BOTCC Approved 1] 0 0 1] 38 N/A N/A N/A 1] N/A
Find, Fix, Track
To NERC for Approval - 43 78 5 3 14
BOTCC Approval - - - - 36 T4 7 2 16
Dismissals
To NERC/SPP RE SRT for Approval 0 0 1 16 75 43 4 2 9
NERC/SPP RE SRT Approved 0 1 16 15 43 4 1 8
Notice of Penalty FFTR
Approved by FERC 0 5 13 57 180 184 59 4 & 76
Violations Awaiting BOTCC Approval 25
Active Violations - Caseload 195
Caseload Index (months)* 02

* Bazed on 2012 process rate of 21.1 violations/'month.

“3PP
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Enforcement Monthly Violation Processing
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250
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N
E 150 >
R /
C 100 /

; / -

0 —

Jan | Feb | Mar | Apr | May | Jun | July | Aug | Sep | Oct | Nov | Dec

—2010| 2 5 9 15 35 43 44 54 74 81 96 139
2011 6 6 16 25 51 65 82 123 | 149 | 164 | 183 | 261
2012| 4 15 38 48 59 70 93 111 | 170 | 194 | 217 | 254
—2013| 8 19 28

Running Total Violations

oSPP | 4
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Enforcement Caseload — March 31, 2013

195- Open Violations

22 - Joint Settlement w/ Other Regions

1 - NAVAPS
38 - Settlement
134 - Settlement Not Requested (NAVAPS/NOCV)
45 — Administrative Hold

. 73 - 693 Violations
. 122 - CIP Violations
. 69 — High Impact Violations

. Discovery Method

66 - Audit

86 - Self Report

17 - Self Certification
4 - Spot Check

22 - Investigation

ogpp | <





Violation Aging
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VIOLATION AGING TABLE
as of <50 days | 50-100 days |101-200 days | 201-300 days| =300 days
February 28, 2013
Violations (No Navaps/ Settlement) 49 1 25 10 23
NAWVAPS Issued/ No NOCVY or Settlement 0 0 0 1 0
In Settlement but Settlement Agreement not Approved 0 1 25 5 4
VIOLATION AGING TABLE
as of < 50 days | 50-100 days |101-200 days | 201-300 days | =300 days
March 31, 2013
Violations (No Navaps/ Settlement) 21 33 14 13 18
MNAWVAPS Issued/ No NOCV or Settlement 0 0 0 1 0
In Settlement but Settlement Agreement not Approved 0 2 22 6 4

“3PP
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Violations Older than 300 Days

0O-0-0-0-0-0

2008 2009 2010 2011 2012

Violations (No NAVAPS/Settlement) 0 0 1 6 11
NAVAPS Issued / No Settlement 0 0 0 0 0
In Settlement /Settlement Agreement not 0 0 1 3 0
Approved

ogpp | -
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High Impact Violation®* Summary

e 69 -0pen High Impact Violations
1 — NAVAPS / Hearing
17 — Settlement
3 - Multi Region
15 — Administrative Hold
12 - Disposition Undetermined

e Open High Impact Violations Mitigation Status

16 — Mitigation Plan Complete

21 — Mitigation Plan Accepted

2 — Submitted

0 — Mitigation Plan Work In Progress

30 — Mitigation Plan Initiated (No Action)

* As noted in our 2013 Metrics , Hl violations are violations with a High Violation Risk Factor (VRF) and the following Medium and Low VRF
violations as identified by Compliance staff: COM-002-2 R2, CIP-002-3 R2, CIP-002-3 R3, CIP-005-3a R2, CIP-005-3a R3, CIP-007-3 R2, CIP-
007-3 R3, CIP-007-3 R6, and PRC-005 R2.

o%pp | «
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March Mitigation Plan Summary

e Mitigation Plan Status (March / Year)

Submitted 13 / 34
Accepted 7/23
Certified Complete 6/17
Completion Verified 4/18

 Violations with no Mitigation Plans
Work in Progress 9
Initiated 96

ogpp | s
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Enforcement Emerging Issues

e Paragraph 81 Violations
e NERC CIP Version 3 to CIP Version 5 Guidance

O3pP | 1o
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Reliability Assurance Initiative
NERC Compliance and Certification Committee

April 29, 2013
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lability Assurance Initiative?

The Reliability Assurance Initiative (RAI) is a collaborative
effort to identify changes enhancing the effectiveness of the
Electric Reliability Organization (ERO) compliance and
enforcement program. Multiple groups (within NERC and
Industry) are working to ensure these efforts, in accordance
with the FPA Section 215, continue to promote and facilitate
the reliability and security of the bulk power system. The
goal of these efforts is to focus resources of all
stakeholders on activities adding value to reliability and
security without losing sight of the roles all parties must
fulfill.






= Assessing Reliability Risk

= Scoping Compliance Monitoring

= Processing Violations In Accordance With Risk

= Strengthening the Feedback Loop to the Standards

Development Process






_C participation

= RAI Opportunities and Benefits White Paper
= Risk Based Reliability Compliance Working Group

= RAI Frequently Asked Questions Document
= Risk Based Reliability Compliance Working Group
= RSAW Improvements
= NERC CCC Standards Interface Subcommittee

= Data Retention (Reasonable Record Retention)
= CCC Retention Task Force

= |nternal Controls
= CCC Internal Controls Task Force

SPP Member Participants: Oklahoma Gas & Electric, Rayburn Electric,
KCP&L






ons

1. RAI Opportunities and Benefits White Paper

a.

|dentification of benefits and impacts to registered
entities document or matrix that organizes these
benefits and impacts. This product will be posted on
the NERC web page for industry reference. Has a
scheduled deliverable for the May 2013 NERC Board

meeting.
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2. RAI Frequently Asked Questions Document

a. Translate feedback on the RAI conceptual white
papers to develop written responses generating an
Frequently Asked Questions (FAQ) document. This
product will be posted on the NERC web page for
Industry reference. This document needs to be
managed and revised based on fresh input from the
RAI projects. NERC has a scheduled deliverable for
the May 2013 NERC Board meeting.






Itions

3. RSAW Improvements

a. Refine the RSAW to provide input and guidance to define how
Industry:

I. Currently uses the RSAW tool — regional inconsistencies.

Ii.  What changes or revisions to the RSAW would help make the
tool more efficient, less burdensome and still provide the ERO
the necessary level of compliance assurance.

. How should standard drafting team frame up guidance and
Input for NERC to consider for new RSAWS.

V. The deliverable would be a document for the RSAW project
team to consider in the design of a refined RSAW and how
they should be used. NERC will receive progress reports and a
scheduled deliverable for the end of Q2 2013.
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4. Data Retention (Reasonable Record Retention)

Understand and establish reasonable data retention requirements providing
input about how industry:

a.

Prepares data and evidence for compliance engagements

Views the current data retention requirements under the NERC reliability
standards

Determines what is reasonable to retain relative to the NERC reliability
standards.

Feedback on reasonable time periods to verify and validate compliance with
the standards. Feedback on how administrative burden can be reduced while
mandating an acceptable level of compliance assurance.

The deliverable would be a document for the NERC project team to consider
while designing a more refined compliance data retention program. NERC
will receive progress reports and a scheduled deliverable for the beginning of
Q4 2013.






[initions for CCC stakeholders — RAI

5. Internal Controls

a. Work with active efforts in the industry to guide
outcomes on additional understanding, frameworks,
guidelines, tools and training related to internal
controls and the risk relationship. EXxisting efforts are
still being identified and more formal project scope is
In development. This task force was not requested
by NERC but is still working closely with all
stakeholders.
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NERC Compliance and Certification Committee (CCC)
Report to Southwest Power Pool Regional Entity Trustees
Submitted by Jennifer Flandermeyer, SPP RRO Representative

Senior Manager, Operations Compliance, Kansas City Power & Light
April 29, 2013

NERC CCC Meeting

The NERC CCC held its quarterly meeting in Atlanta, GA on March 13-14, 2013. The materials for
this meeting can be found:

O Agenda:
http:/AMavww.nerc.com/docs/compliance/ccc/CCC%20March%202013%20Agenda%20Package.pdf

O Minutes and Presentations: http://www.nerc.com/filez/cccmin.html.

New philosophy for compliance audits in process at NERC through Reliability Assurance Initiative.
NERC is working proactively with FERC to align the approach to auditing and enforcement so there is
no disparate guidance.

Update from the Nominating Committee — open positions: 2 Large End User, 1 Government sector —
US State, 1 US Federal Government Sector, 1 Canadian Federal Sector. Numerous committee
members are up for reappointment by the NERC Board. This information is posted in the materials.
The Nominating Subcommittee was confirmed by the CCC Chair.

The CCC is considering repositioning some of the subcommittees for better alignment with NERC
activities. This will be decided at the June meeting in Kansas City. Further materials will be routed for
consideration between meetings.

The Vice-Chair presented an update from the Board of Directors and Member Representatives
Committee meetings. The summary from the meeting can be found in the location of materials
posted above.

Compliance Application Notices (CANs) will be phased out and incorporated into RSAWSs. Looking to
put filters in place to push questions coming into NERC into the appropriate process for resolution.
Earl Shockley commented that it is still intended to request feedback as was done with the CANs to
ensure that channel of feedback is not lost. Audit is still to the requirement and standard with the
audit guidance transparent to the industry. CCC expressed concern for those items wholesale
transfer to Reliability Standard Audit Worksheets (RSAWSs) to ensure adherence to Rules of
Procedure. Intent is also to work with drafting teams before dissolution to evaluate RSAW formation
/ content.

The CCC has participation on the Reliability Issues Steering Committee (RISC) activity and an update
was provided. As a newer committee, they are an advisory committee that reports to the NERC
Board of Trustees. Minutes and agenda topics can be found at the following link:
http://www.nerc.com/filez/riscmin.html. Current activities are in process listed below:

— ldentified high priority projects ongoing at NERC and determine where resources should be
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applied. RISC is discussing incoming data sets and how it should be used or captured.

— What are the items to spend the NERC budget on that add to overall reliability and how do
we prioritize those items.

— How to address pulling these items into the strategic planning and budgeting process.

— Review has been subjective and experiential at this time but will be working to put more data
points behind assumptions and conclusions.

— Meetings are open to any or all that wish to attend or call in.

Mechelle Ferguson, NERC Internal Audit Director, provided an update on the audit of the Electric
Reliability Organization (ERO) directed by the CCC conducted by the Price Waterhouse Coopers
(PWC). Mechelle will submit the audit findings to the RMISC and the report will be submitted to the
NERC Board. The audit report will be publicly posted. The audit focused on the Compliance
Monitoring and Enforcement Program (CMEP) and Organization, Registration and Certification (ORC)
processes under the Rules of Procedure. PWC interviewed NERC personnel and compliance testing as
well as substantive testing. The PWC team did not spend time on controls.

NERC Stakeholder Perception Survey results were communicated to the Board in January. The Board
requested recommendations from the CCC to assist in improving stakeholder perception.
Recommendations focus on communications, quicker resolution of post audit activities, responses to
recommendations from both the 2011 and 2012 stakeholder perception surveys, written responses
from the survey should be reviewed by NERC to fully understand the consistency issues, and
implement the Multi-Region Registered Entity (MRRE) process by end of 2013. The CCC spent
significant time discussing the action items and accountability for NERC in the recommendations. The
CCC approved the submission of the report and recommendations to the Board.

Tom Burgess, VP and Director of Reliability Assessment and Performance Analysis, presented an
overview of the ERO Enterprise Strategic Plan. Requested the CCC review the strategic plan,
formalize a strategic plan for the Committee and have requested the same from the other
committees to determine how the CCC can support the plan to move it forward. Tom is building
understanding where all the committees and the regional entities are pulling in the same direction.

Performance Analysis Subcommittee update — see materials in agenda package.

Gerry Cauley addressed the CCC. He spoke about the strategic direction of NERC moving toward risk
and value driven performance. The first strategic initiative is a heavy focus on standards
improvement and how to “fix” the standards on the front end. The second strategic initiative has
generated substantive improvements in risk assessment and risk analysis. Data migration and
analysis have improved substantially with the ability to look at trends and risk clusters to see where
NERC can influence that with compliance or additional standards. They are looking for breakdowns in
performance or equipment for collaborative response. All of these items speak to the maturation of
the ERO and the ability to respond effectively. The third initiative is the Reliability Assurance Initiative
(RAI). This is efficient and more effective response to compliance monitoring and enforcement. The
effort is building on Mike Moon’s shift to the focus on risk based auditing. In Gerry’s opinion, the
efforts relate back to a FERC technical conference where the discussion was focused on the heavy
efforts in Compliance Monitoring and Enforcement but no significant improvements to reliability.
The RAI will move to auditing based on standards and auditing practices but with a smarter approach.
There will be a shift to relying on the companies internal controls and compliance programs that self
identify and self correct. The ERO will target programs that are not tightly integrated, trends that
suggest a larger program or larger failures in performance that truly impact reliability. Audit teams
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will need vast amounts of training to do this. The ERO is looking for efficiencies in records and ways
to improve the record keeping requirements. There is a focus for expansion of the Find, Fix, Track
assessment into the field and only file enforcement actions on those items that matter. Using
discretion in the field for fast correction with no paperwork to burden all involved. We, as a collective
group, need to incent the correct behavior. This will tie with the Paragraph 81 work and the
commitment to review every standard to focus on risk and value add. How do we shift the curve to
endorse the self reporting and self correcting of an issue with positive reinforcement instead of
penalization. Lastly, Gerry wants to see improved effectiveness and outputs from the Committees.
The Committees will be working with Tom Burgess’ teams to do this. What can the CCC do to assist?
Gerry has seen the other committees endorse the ERO strategy and assist with the vision of
implementation. The committees (a harder sell) have been asked to further the vision of the ERO and
assist without representing or endorsing the views of industry. The Operating Committee (OC) should
represent the views of what is good practice for operating across North America to mitigate risk. The
OC has responded. This is his expectation from the CCC for compliance and enforcement. His sense
is that it has been more focused on the performance and oversight of the ERO. NERC understands
that they need to improve. He wants to CCC to be part of that and help with the design —
understanding and recognizing the obligations of the CCC. Gerry requested the shift of focus with the
CCCto include that focus. There is a goal in that where we can help — they need the CCC help. As an
example, the one size fits all registration is ineffective. Where can the registration area shift — how
can we as the CCC assist? The Southwest Outage event was another area — how did these people
become certified — how are we certifying people for operations? These are areas where we can have
a strong role in guidance of the NERC direction as the CCC. Gerry would like to see a shift to where
audits are more helpful but not shifting toward best practices or better practices. He gave
recognition to the North American Transmission Forum’s peer review program as a great addition to
reliability and learning.

Standards Interface Subcommittee (SIS) Update: Bryan Stewart and Scott Miller from the Standards
Committee joined the meeting. Discussion around the single portal for submissions and is moving
along to assist with efficiencies. The next initiatives relate to cost efficiency plan. There are efforts to
perform pilots for two phase evaluation of standards including cost benefits and capturing comments
for improvement before it comes to industry for vote. Standards Committee has also discussed
change with the RAI process but brainstorming ways to accelerate the approach of RAI. NERC would
issue a draft document to the industry on internal controls for use and comment with the pilot
program. NERC would select one entity to work with on a pilot program as a volunteer that should be
scheduled at the end of this year. Potentially offer safe harbor on the lower level items if participate.
Audit would consist of RE audit staff, NERC staff, FERC if want to participate and Registered Entities
that understand these items. NERC would have to retrain the staff to really focus on items that
“matter”. The pilots would focus on teaching the auditors how far into the controls do you go as the
audit team? The pilot outcomes generate changes to the controls document. There may be a second
pilot. Run pilots concurrent with comments so the process changes do not stall. The quickest way to
learn is to try.

Procedures Subcommittee (PROCS) Update: Two items of note covered and presented as
information. Firstis related to current Rules of Procedure (RoP) review that includes all items that
have “shall” statements with actionable statements with no actionable administration deadlines. List
of suggestions and priorities has been given to Rebecca Michael for follow up and inclusion into RoP.
The second item was related to NERC informational and compliance filings for RoP. FERC listed some
concerns and NERC answered those questions in a filing. PROCS discussed and reviewed answers for
any action items. Mainly items that were mostly administrative in nature but completes the actions
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for the PROCS in a very busy 2012 with changes to the RoP. They will follow up on the review of CCC
Procedures and work those to ground with Jim Hughes of NERC to finalize those items for submission
to the other subcommittees.

Organization, Registration and Certification Subcommittee (ORCS) Update: The subcommittee
reviewed the Balancing Authority — Transmission Operator (BA-TOP) proliferation concern was raised
by Western Electric Coordinating Council (WECC) at the December meeting. The NERC team focused
on this reviewed trends of numbers and did not see a specific issue. NERC has requested queue
numbers from the RE staff to determine if this is an emerging issue. The Certification Registration
Working Group (CRWG) - ERO staff are looking at this as well and listing issues that may impact
reliability. They will be issuing questionnaires to the functions anticipating some responses in the
second quarter of 2013. WECC had a board resolution (ancillary topic to the Southwest Outage)
asking if the fact that there were too many entities was hindering our ability to coordinate between
entities. Recommendations to come. Registration Mapping is an additional effort underway by NERC
to map all of the functions across North America. NERC is working on a common registration form
and computer application to capture this information. It will provide a footprint of the coverage to
identify gaps or unnecessary overlap in coverage. This will include Planning Coordinator function (a
specific concern raised by WECC). NERC ORC Manager will provide a timeline and work plan at the
next meeting as information for the ORCS. This will provide multiple ways to evaluate whether the
registrations are covered and ensure everyone knows who they should be working with. This item
came from RISC and will need to be reported back to the RISC. The last item was related to the
Distribution Provider / Load Serving Entity (DP / LSE) registration concerns related to the new Bulk
Electric System definition. With the impact to the Transmission Owner (TO) registration, how would
this influence or affect the DP / LSE registration? Regions have differences in opinion. Where can we
assist in driving answers out on this item? The CRWG is looking at the issue and getting the regions
together to have a consistent approach in evaluation by July 1* of this year. The next meeting will be
in May for the CRWG. As registered entities request deregistration, the CRWG will need to have an
approach to handle and provide consistent application. Darrell Piatt, FERC, mentioned the corollary
to the outstanding TO registration and certification issues (order 672) — should there be consideration
of TOs that should be registered as TOPs? The registration criteria should be reevaluated carefully.

There was an update from the Perception Survey and the recommendations from the CCC to remedy
some of the issues requested by the NERC Board of Trustees Compliance Committee (BOTCC). Two
groups looked at the survey for specific recommendations to NERC — the Risk Based Reliability
Compliance Working Group (RBRCWG) and the Organization Registration Certification Subcommittee
(ORCS). The draft recommendations are included in the supplemental materials. The CCC did not
have a consensus on the recommendations. This was designed to promote resolution of issues and
improve survey results. The recommendations will be sent to NERC. Earl Shockley will consider and
provide feedback on those items that will be prioritized for any action items and responses to the
recommendations. In addition, there will be items that will be worked in conjunction with the CCC.

Earl Shockley gave an update on the Reliability Assurance Initiative (RAI). The presentation covered
five key areas — key points, myths, program activities, key milestones, and next steps. Key points
captured related to the next phase of Find, Fix, Track (FFT), FERC filing strategy, outreach strategy and
the RAI program. Myths to pull out of the environment — FFT is not going away, NERC is not to define
internal controls, financial auditors will not replace technical auditors, significant changes to RoP, less
rigor on engagements. Work on audits is going to become heavily focused in audit planning and up
front work. The rigor will be deeper on items of concern or higher risk. The RAI has a governance
structure, change state elements with project teams ongoing in each area with defined deliverables.

CCC Report to SPP RE Trustees — Page 4





The efforts are heavily driven in a way to work toward project management effectiveness. The CCCis
forming teams to assist NERC with 4 initiatives: Matrix of the benefits and opportunities of RAI, RAI
FAQ document, RSAW reformation project, Data retention and sampling issues.

NERC will host a technical workshop in Washington DC at the EEI offices with a limited audience on
internal controls and risk. They will open it to a limited number for opportunities to phone in. There
will be a mix of participants from regulators and industry. This workshop is by invitation only — | will
participate by phone as cannot attend in person. Questions will be submitted for the discussion. CCC
members will be present. There are three objectives that NERC would like to achieve and those will
be distributed for review. If the CCC has additions, please submit.

Scheduled CCC meetings are as follows:
— June 18 - 19, 2013, Kansas City, MO

— September 18 — 19, 2013, Denver, CO
— December 4 -5, 2013, Atlanta, GA
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Topics of Today’s Discussion

CIP V3 to V4 Transition Announcement
Bulk Electric System Definition

Reliability Assurance Initiative

Facilities Rating Alert Activities

1Q 2013 Vegetation Management Report
4Q 2012 Misoperations Report

Most Violated Standards

0O-0-0-0-0-0
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CIP V3 to V4 Transition

e NERC Issued Transition Guidance on 4/11/13

 Allows entities to move to V4 ‘Bright Line Criteria’
(BLC) immediately:

If adopted, no Risk Based Assessment required

BLC #1.4 and #1.5 Blackstart Resources and Cranking
Path stations do not have to be labeled as critical and
not included

= Recognizes these facilities have been deemed ‘low’ priority in
CIP V5
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CIP V3 to V4 Transition

 Important note: Control Centers that control any of
the assets meeting BLC criteria, including 1.4 and 1.5,
are considered ‘critical’ and must remain in program

Recognizes that control centers move from conditional
to ‘medium’ or ‘high’ priority in CIP V5

e Recognize RC/PA/TP now have role in identifying
‘critical’ assets

SPP RTO publishes IROL Relief Guides — meets
requirements [1.8]

PA/TP can identify generating resources that are
required to avoid Adverse Reliability Impacts in the
Long-Term Planning Horizon [1.3]
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CIP V3 to V4 Transition

NERC guidance is now complicated by 4/18/13 FERC
Announcement that they intend to issue a Notice of
Public Rulemaking for CIP V5 as soon as practical

NERC has promised a revised guidance document soon

More information at upcoming SPP RE meetings
— CIP Workshop May 2013
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Bulk Electric System (BES) Definition

0O-0-0-0-0-0

e Development of final procedures and processes
underway

— Includes uniform data management at REs and NERC

Timeline

e 7/1/13 — Regional Entities are expecting to be ready to
accept ‘exception’ applications

— Look for ‘pilot’ program for requests prior to that point

e 9/1/13 — Regional Entities process initial requests to
NERC
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BES Definition (cont.)

e Expectations

Rush at the beginning of process

Applications will likely get backed up

e SPP RE Priorities

Requests that would change registration

n Single element entities

Newly identified facilities because of definition implementation
n Do not expect many, if any, in SPP RE
= Likely items may be < 100 kV facilities that need review

— Two-year compliance phase-in

Requests from other entities for exceptions for pieces of system

without changes to registration
8PP | -





O-0-0
0O-0-0-0-0-0

BES Definition (cont.)

e Registered Entities must submit a list of self-nominated
‘exclusions’ (facilities that meet a listed exclusion)

— SPP RE will review and accept/reject facilities on list as
meeting exclusion

— Registered Entities should be looking for facilities that
meet exclusions

=  REs and NERC will have uniform data submittal requirements

m To be announced soon

e Recent FERC activities indicate sub-100 kV facilities that

operate in integrated fashion must at least be checked
for BES impact
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Reliability Assurance Initiative (RAI)

0O-0-0-0-0-0

e Standards Process Revamping

Streamlined process steps
Results-based requirements
Cost/benefit review

Five-year sunset review for every standard

e Compliance initiative

Monitoring based on ‘risk’ assessments
= Breadth and frequency may be altered

= Paragraph 81 requirement retirements will be implemented
immediately

Findings based on materiality

Entities internal programs may dictate disposition technique
oGpp | <
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Reliability Assurance Initiative
e Data Requirements

0O-0-0-0-0-0

— Emphasis should be on more recent data

= Internal reviews and ongoing sampling may relieve need to keep all
historical data

e Enforcement

— Separate minor and major issues using different techniques
= “Find, Fix & Track” (FFT) initiative now in place

— Pushes decision-making closer to beginning of oversight process
— Recent FERC audit of RE’s use of FFT was very positive
— Lays groundwork for expansion of program

e Events will continue to get attention

— Event reporting with Lessons Learned completed and shared

= Entity self-assessment is very important
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What Can Registered Entities Do?
e Standards

0O-0-0-0-0-0

— @Get involved!

- SPP RE Registered Entities have traditionally been underrepresented
on drafting teams

- Comment individually or through RTO processes

z Vote
e Compliance

— Build internal review processes
= Continuous review
— Collection of periodic data
— Sampling
. Self-Reporting

3 Volunteer for pilot programs 9GPP | 11
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What Can Registered Entities Do? (cont.)

e Compliance (cont.)

— Take advantage of SPP RE workshops/webinars/videos

— Take advantage of SPP RTO resources
u Forums

: Evidence Reviews
— Upper management active support and direction
e Data Requirements

— Manage data according to standards
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What Can Registered Entities Do? (cont.)

e Enforcement

— Mitigate violations quickly

m Penalties now take violation duration into account more so
than previous penalties

=  Return to compliance
— Cooperate with enforcement staff

— Use Due Process rights when appropriate
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What are we doing?
Working with NERC and 7 other REs to develop and
initiate RAI program
— Begin rollout in second half of 2013
Develop consistent/uniform audit processes

— Standardize monitoring processes

m Add risk assessments to annual reviews

— Increase/expand auditing credentials of RE personnel
Expansion of Find, Fix and Track program

Develop more Outreach efforts on internal controls
and internal compliance programs
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Facility Ratings Alert Backgroun

0O-0-0-0-0-0

NERC issued 4Q 2010

Entities asked to assess transmission lines’ physical
attributes and compare ‘as-built’ to ‘design’ ratings

Facilities ranked: High, Medium, and Low

Entities began assessments and remediation in 2011
Assessments staged over 3 years (2011 - 2013)
Remediation staged 2011 - 2014

— Ends one year after discovery of issue
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Facility Ratings Alert: 2011 Activities

e Eight entities completed High Priority assessments

e Over 93% of High Priority discrepancies have been
remediated (as of 12-31-12)

— ~ 5,300 high priority miles assessed

— ~ 400 discrepancies identified
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Facility Ratings Alert Status as of 1-15-13

0O-0-0-0-0-0

e Medium Priority assessments were scheduled to be
completed by 12/31/12

e 12 entities in SPP region with Medium Priority lines
reported:

— ~ 4,500 miles assessed using Lidar, Aerial Patrol, field
inspections

— ~ 1,300 discrepancies found including:
=  Transmission and/or distribution under-build
=  Conductor-to-conductor clearances
=  Uneven terrain

 Entities have one year to complete discrepancy
remediation o0pp | 1
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Facility Ratings Alert 2013 Activities

0O-0-0-0-0-0

Low Priority assessments scheduled to be completed
12/31/2013

Final remediation completion: end of 2014 or one year
from discovery, whichever is earlier

Cooperate with Reliability Coordinator on outage
scheduling

Any compliance issues/processing are deferred to end
of project
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1Q 2013 Vegetation Management Report

SPP RE footprint had officially reached nine

consecutive quarters (4Q 2010 - 4Q 2012) without a
reportable vegetation contact

In 1Q 2013, a Registered Entity reported a Category 3
contact (reportable but not actionable)

e Tree from outside Right-of-Way (ROW) fell across ROW
and contacted 345 kV line, causing ~17 hour outage

— Entity cleared tree and enhanced ROW inspections in
area

opp | 1





SPP RE Region Misoperations byause
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Most Violated Standards

Based on rolling 12 months through 3/31/13 (Represents ~ 81% of total violations)

SPP NERC Number
RE 12 Month Standard Description e Risk Factor
Rank Rank* Violations
1 1 CIP-007 Systems Security Management 32 Med./Lower
2 2 CIP-005 Electronic Security Perimeters 30 Med./Lower
3 3 CIP-006 Physical Security-Critical Assets 16 Med./Lower
4 4 PRC-005 Protection System Maintenance 13 High
5 6 CIP-004 Personnel & Training 13 Lower
6 5 CIP-002 Critical Cyber Asset Identification 8 Medium
7 7 CIP-003 Security Management Controls 8 Lower/Med.
8 ok PRC-008  UFLS Relay Maintenance 6 Medium
9 *E BAL-005 Automatic Generation Control 6 Lower
10 ok TOP-004  Transmission Operations 5 High/Med.

* As of 12-31-12
** Not in NERC Rolling 12 month Top Ten o0PP |22
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Upcoming Meetings and Events

e CIP Workshop, May 21-22, in Dallas and via webinar
Agenda includes:

— 13 Ways to Break Through Firewalls and CIP-005 R3: Logging and Monitoring
—  CIP-006 Physical Security Panel and CIP-007 R3 (patches) & R4 (anti-malware)
—  NERC ES-ISAC Portal Update and NetAPT Demo (firewall analysis tool)

—  CIP Version 4 Transition and CIP Mitigation Plans

e Two new videos posted to video training webpage

— Event Analysis — An Entity’s Perspective

—  Compliance Education at My Organization panel

e Webinars

—  May 9, Stakeholder Input on Long-Term Reliability Assessment
—  June 27, New EOP-003 and PRC-006 standards effective 10/1/13

e Trustee Meeting

— June 18, Little Rock - Budget review and approval 9SPP | 23




http://www.spp.org/event_detail.asp?dateID=May_21_2013

http://www.spp.org/publications/SPP_RE_2013_CIP_Workshop_Agenda.pdf
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http://www.spp.org/event_register2.asp?oID=4839
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Questions/Comments

Ron Ciesiel

SPP RE General Manager
rciesiel.re@spp.org
501-614-3265

O3PP |



mailto:rciesiel.re@spp.org



		��Compliance Group Report����

		Topics of Today’s Discussion

		CIP V3 to V4 Transition

		CIP V3 to V4 Transition

		CIP V3 to V4 Transition

		Bulk Electric System (BES) Definition

		BES Definition (cont.)

		BES Definition (cont.)

		Reliability Assurance Initiative (RAI)�

		Reliability Assurance Initiative

		What Can Registered Entities Do?�

		What Can Registered Entities Do? (cont.)

		What Can Registered Entities Do? (cont.)

		What are we doing?

		Facility Ratings Alert Background �

		Facility Ratings Alert: 2011 Activities� �

		Facility Ratings Alert Status as of 1-15-13�

		Facility Ratings Alert 2013 Activities�

		1Q 2013 Vegetation Management Report

		SPP RE Region Misoperations by Cause 2011-2012

		SPP RE Region Operations Success Rate 2011-2012

		Most Violated Standards�Based on rolling 12 months through 3/31/13 (Represents ~ 81% of total violations)�

		Upcoming Meetings and Events

		            �             Questions/Comments��Ron Ciesiel�SPP RE General Manager�rciesiel.re@spp.org�501-614-3265




2012 SPP RE BUDGET
TRUE-UP ACTIVITIES

April 29, 2013

SPP RE Trustees Meeting
Kansas City, MO

Ron Ciesiel
SPP RE General Manager

‘:’SPP Southwest
Power Pool

Regional Entity

000

(o X o]

000



mailto:rciesiel.re@spp.org



O-0-O

Changes to January 2013 Presentation

Total -$2,595K to -$1,858K

0O-0-0-0-0-0

Personnel Expenses -S647K  to -S573K

Adjustments to SPP RE performance pay plan & final adjustments
to SPP benefits plans

Operating Expenses -S982K to -S776K

- Late invoices from contractors and consultants that were not
properly accrued in year-end activities

n We are enhancing our oversight in this area through internal training
activities to assure this magnitude of variance is not repeated

SPP, Inc. Indirect Expenses -S682K to -S230K
- SPP, Inc. increased overhead charge from $67.35 to $75.38 per hour

n Move to new campus/increased services o0pp | ,
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Questions/Comments

Ron Ciesiel

SPP RE General Manager
rciesiel.re@spp.org
501-614-3265
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Southwest Power Pool
Regional Entity

Statement of Activities

From 1/1/2012 through 12/31/2012

2012
DECEMBER 2012 2012 FULL 2012
YTD ACTUAL DECEMBER YEAR ACTUAL DECEMBER
(In Whole Dollars) AS OF 1/28/13 YTD BUDGET VARIANCE TRUE-UP YTD BUDGET VARIANCE
Funding
ERO Funding 9,851,647 9,851,647 - 9,851,647 9,851,647 -
Penalty Sanctions 200,920 200,920 - 200,920 200,920 -
Total SPP RE Funding 10,052,567 10,052,567 - 10,052,567 10,052,567 -
Testing Fees - - - - - -
Workshops - - - - - -
Interest 1,294 - 1,294 1,294 - 1,294
Miscellaneous - - - - - -
Total Funding 10,053,861 10,052,567 1,294 10,053,861 10,052,567 1,294
Expenses
Personnel Expenses
Salaries 3,207,292 3,820,690 (613,398) 3,266,019 3,820,690 (554,671)
Payroll Taxes 216,881 241,364 (24,483) 216,698 241,364 (24,666)
Benefits 247,461 236,154 11,307 261,733 236,154 25,579
Retirement Costs 136,334 156,335 (20,001) 136,715 156,335 (19,620)
Total Personnel Expenses 3,807,969 4,454,543 (646,574) 3,881,165 4,454,543 (573,378)
Meeting Expenses
Meetings 80,572 75,000 5,572 69,295 75,000 (5,705)
Travel 348,512 640,000 (291,488) 366,622 640,000 (273,378)
Conference Calls - - - - - -
Total Meeting Expenses 429,084 715,000 (285,916) 435,917 715,000 (279,083)
Operating Expenses
Contracts & Consultants 593,401 1,421,500 (828,099) 727,923 1,421,500 (693,577)
Office Rent - - - - - -
Office Costs - 2,500 (2,500) 7,877 2,500 5,377
Administrative Costs 14,875 - 14,875 - - -
Professional Services 177,021 343,000 (165,979) 254,710 343,000 (88,290)
Computer Purchase & Maint. - - - - - -
Depreciation - - - - - -
Miscellaneous/ Contingency - - - - - -
Total Operating Expenses 785,297 1,767,000 (981,703) 990,510 1,767,000 (776,490)
Total Direct Expenses 5,022,350 6,936,543 (1,914,193) 5,307,592 6,936,543 (1,628,951)
SPP Inc. Indirect Expenses 3,792,584 4,474,099 (681,515) 4,244,526 4,474,099 (229,573)
SPP RE Indirect Expenses
Total Indirect Costs 3,792,584 4,474,099 (681,515) 4,244,526 4,474,099 (229,573)
Total Expenses 8,814,934 11,410,642 (2,595,708) 9,552,118 11,410,642 (1,858,524)





		09 - SPP RE TRUSTEES 4-29-13 2012 True-up Presentations

		�2012 SPP RE BUDGET    TRUE-UP ACTIVITIES����

		Changes to January 2013 Presentation

		            �             Questions/Comments��Ron Ciesiel�SPP RE General Manager�rciesiel.re@spp.org�501-614-3265
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Funding

Total Funding (A)

Expenses

Total Direct Expenses

Total Expenses (B)

(In Whole Dollars)

ERO Funding
Penalty Sanctions
Total SPP RE Funding

Testing Fees
Workshops
Interest
Miscellaneous

Personnel Expenses
Salaries
Payroll Taxes
Benefits
Retirement Costs
Total Personnel Expenses

Meeting Expenses
Meetings
Travel
Conference Calls
Total Meeting Expenses

Operating Expenses
Contracts & Consultants
Office Rent
Office Costs
Administrative Costs
Professional Services
Computer Purchase & M
Depreciation
Miscellaneous/ Continge
Total Operating Expenses

SPP Inc. Indirect Expens
SPP RE Indirect Expenses
Total Indirect Costs

SOUTHWEST POWER POOL REGIONAL ENTITY

2013
MARCH
YTD

ACTUAL

2,132,514
248,755
2,381,269

758

2,382,026

825,546
86,774
66,123
44,624

1,023,067

18,673
86,130

104,803

56,713

2,936
63,436

123,085

1,250,955

1,084,520

1,084,520

2,335,476

STATEMENT OF ACTIVITIES
2013 MARCH YTD DRAFT (UNAUDITED)

2013 MARCH
YTD

BUDGET

2,132,514
248,755
2,381,269

2,381,269

1,018,155
77,889
78,041
40,726

1,214,811

21,625
124,750

146,375

96,821

625

91,669

189,115

1,550,301

1,092,081

1,092,081

2,642,382

VARIANCE

758

758

(192,609)
8,885

(11,918)
3,898

(191,744)

(2,952)
(38,620)

(41,572)

(40,108)
(625)
2,936
(28,233)

(66,029)

(299,346)

(7,560)

(7,560)

(306,906)

2013 FULL
YEAR

PROJECTION

8,530,054
995,020
9,525,074

9,525,074

4,072,621
311,555
312,164
162,905

4,859,245

86,500
499,000

585,500

1,383,150

2,500

316,100

1,701,750

7,146,495

4,368,323

4,368,323

11,514,818

2013 FULL
YEAR
BUDGET

8,530,054
995,020
9,525,074

9,525,074

4,072,621
311,555
312,164
162,905

4,859,245

86,500
499,000

585,500

1,383,150

2,500

316,100

1,701,750

7,146,495

4,368,323

4,368,323

11,514,818

VARIANCE
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2014 Preliminary Budget Overview
Proposed Budget - $11.8 Million

0O-0-0-0-0-0

S44
$276_ | $78
$2,892 : ’r ® Reliability Standards
|
/ ® Compliance Enforcement and
Registration

Reliability Assess and Perf Analysis
® Training and Education

$8,476 M Situation Awareness

Thousands of $

SPP | 2





2014-2013 Budget Comparison Overview

0O-0-0-0-0-0

Resource Item Approved | Preliminary | Increase/ | % Increase /
2013 2014 (Decrease) | (Decrease)

SPP RE Direct FTEs 30.50 30.00 (0.50) (2)%
SPP Shared FTEs 4.00 3.85 (0.15) (4)%
Total FTEs 34.50 33.85 (0.65) (2)%
Direct Expenses (millions) 7.1 6.9 S (0.2) (2)%
SPP, Inc. Indirect Expenses (millions) 4.4 4.8 S 04 8%

Total Expenses (millions) 11.5 11.8 S 03 2.2%
'(I':‘tielallicl:::)ding Requirement 9.5 9.6 ¢ 0.1 1%

RE Assessments (millions) 8.5 9.1 S 0.6 7%

SPP | =
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2014-2013 Budget Comparison Direct Expenses

Increase/

Cost Item (Decrease) Explanation

Personnel S 53 2013 full-year merit and promotion increases

Increase in direct staff’s experience level coupled with

Consultant > (258) process improvement efficiencies
Meetings/Office Costs S 11 RE Workshops and Trustee Meetings
Reduced to balance 2012 actual results with expected
Travel S (13) 2014 needs
Total Direct Expenses * S (208) N/A
SPP Inc. Indirect Expenses | $ 460 Increase in overhead rate

Total Increase in Budgeted 8

2
Expenses >3 N/A

* Includes SPP RE General & Administrative Services and Legal and Regulatory program expenses

o$pP | 4





2014-2013 Budget Comparison FTEs

Budget

Projection

Direct FTEs Shared FTEs!

Total FTEs

Change from

Reliability Standards

Compliance and Organization Registration and
Certification

Training and Education

Reliability Assessment and Performance Analysis

Situation Awareness and Infrastructure Security

2013

1.25

22.25

1.00
6.50
0.25

2013
STATUTORY

Operational Programs

0.25

21.85

1.25
6.38
0.13

2014 Budget

0.15

22.10

1.25
3.38
0.13

2014 Budget

0.10

0.00
0.00
3NS5
0.00

2014 Budget

0.25

22.10

1.25
7.13
0.13

2013 Budget

-1.00

-0.15
0.25
0.63
-0.13

Administrative Programs

Technical Committees and Member Forums
General & Administrative

Information Technology

Legal and Regulatory

Human Resources

Finance and Accounting

Total FTEs Administrative Programs

0.00
&3
0.00
0.00
0.00
0.00

0.00
3.00
0.00
0.00
0.00
0.00

0.00
3.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00

0.00
3.00
0.00
0.00
0.00
0.00

0.00
-0.25
0.00
0.00
0.00
0.00
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2014-2013 Budget Comparison Program Summary

Budget

Projection

Budget

Change

2014 Budget

v 2013

Reliability Standards

Compl Enforce and Org Reg

Reliability Assess and Perf
Analysis

Training and Education

Situation Awareness

Working Capital Reserve

Total Funding

2013

2013

2014

Budget

391,641 79,189 78,011 (313,630)
8,164,097 8,116,229 8,476,417 312,320
2,606,215 2,570,371 2,892,639 286,424

217,591 270,063 276,204 58,613

135,273 44,081 44,358 (90,915)

11,514,817 11,079,933 11,767,629 252 812
11,514,817 11,079,933 11,767,629 252,812

% Change

-80.1%

3.8%

11.0%
26.9%

-67.2%
2.2%

2.2%

“3PP
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2014 Proposed Budget Summary

e Proposed 2014 budget $11.8 million
e Increase in expenses $.25 million / 2.2%
e Decreasein FTEs .65

* Reallocation of resources among programs

e Budget Change Drivers
— Overall reduction in Direct Expenses

— Increase in SPP, Inc. overhead cost

ogpp | -
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2014 Business Plan/Budget (BP&B)
Preparation Schedule

Regional

Dates NERC

Entity
April 17 | RE Preliminary BP&Bs Due to NERC

Draft #1 of RE

May 3 Draft #1 of NERC BP&B posted BP&Bs posted
on NERC.com
May 22 FAC Conference Webinar to review RE
y BP&Bs
Comments due on Draft #1 of NERC
May 30 BP&B

NERC files 2012 true-up with FERC
June 10 |Draft #2 of NERC BP&B posted

“SPP ‘ 8
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2014 BP&B Preparation Schedule

Dates NERC Regional Entity
June 18 SPP RE Trustee meeting
for approval of 2014
BP&B
July 8 Final RE budget submittal
due

July 10 Comments Due on Draft #2
NERC BP&B

August 15 | Business plan, budgeted
financials, and assessments
presented to NERC Board of
Trustees for approval

August 23 | Submit package to FERC

O%PP | o
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2014 Business Plan and Budget Introduction

Introduction

TOTAL RESOURCES
(in whole dollars)

2014 Budget
Statutory FTEsS 34.25

Non-statutory FTEs
Total FTEs
Statutory Expenses 11,805,360
Non-Statutory Expenses
Total Expenses 11,805,360
Statutory Inc(Dec) in Fixed Assets
Non-Statutory Inc(Dec) in Fixed Assets
Total Inc(Dec) in Fixed Assets
Statutory Working Capital Requirement Adjustment
Non-Statutory Working Capital Requirement
Total Working Capital Requirement
Total Statutory Funding Requirement 9,616,253
Total Non-Statutory Funding Requirement
Total Funding Requirement 9,616,253

Statutory Funding Assessments 9,616,253 9,616,253

Non-Statutory Fees $ - $
NEL
NEL% 100%

Organizational Overview

Southwest Power Pool, Inc. (SPP), founded in 1941 and based in Little Rock, Arkansas, is a
nonprofit organization whose primary mission is maintaining electric reliability. SPP is one of
nine Federal Energy Regulatory Commission (FERC) approved Independent System
Operators/Regional Transmission Organizations and one of eight North American Electric
Reliability Corporation (NERC) Regional Entities.

Southwest Power Pool Regional Entity (SPP RE), an independent and functionally separate
division of SPP, was created to fulfill the functions and duties specified in the SPP Regional
Delegation Agreement with NERC approved by FERC in 2008 and again in October 2010. As a
NERC Regional Entity, SPP RE promotes and works to improve the reliability of the bulk power
system (BPS). Specifically, SPP RE is responsible for developing regional reliability standards,
monitoring and enforcing registered entity compliance with reliability standards, and assessing
and evaluating BPS reliability. SPP RE provides technical expertise and assistance to BPS
owners, operators and users, in particular to the approximately 140 registered entities located
within the SPP RE’s footprint, an eight-state area that includes Arkansas, Kansas, Louisiana,
Mississippi, Missouri, New Mexico, Oklahoma, and Texas.

Approved by SPP RE Trustees: June xx, 2013 3





2014 Business Plan and Budget Introduction

Sections A and B of this business plan and budget (BP&B) details the programs and costs for the
activities the SPP RE performs to fulfill the duties specified in the Regional Entity Delegation
Agreement between SPP and NERC.

The SPP’s RTO activities, which are listed in Section C of this BP&B, are non-statutory, and as
such, are not included in the SPP RE’s BP&B.

Membership and Governance

Pursuant to the SPP bylaws, SPP RE is governed by three independent Regional Entity Trustees,
who are not on the SPP Board and operate separately from the SPP Board. The SPP RE Trustees
have autonomy over decisions in fund allocation and approval of the SPP RE budget, as well as
oversight of SPP RE decisions on regional standards, compliance enforcement actions, and
penalties. The SPP RE’s General Manager reports directly to the SPP RE Trustees. Only the SPP
RE Trustees and certain direct SPP RE Staff members have the authority to make compliance
and enforcement decisions. SPP RE direct staff is independent of all BPS users, owners, and
operators.

To avoid the appearance of any conflicts of interest, SPP RE has engaged SERC Reliability
Corporation to serve as the compliance enforcement authority for SPP’s registered functions in
the SPP RE region.

SPP RE’s governance, which has been approved by NERC and FERC, meets the requirements of
the Energy Policy Act of 2005.

Statutory Functional Scope

SPP RE performs various activities in the execution of its delegated functions and in support of
NERC’s responsibilities as the electric reliability organization (ERO). These activities include:

Reliability Standard Development

Compliance Enforcement

Organization Registration and Certification
Reliability Assessment and Performance Analysis
Training and Education

e Situation Awareness and Infrastructure Security

2014 Key Assumptions

The key assumptions underlying the SPP RE 2014 Business Plan and Budget (BP&B) are
consistent with ERO BP&B Assumptions as found in NERC’s 2014 BP&B. The assumptions
that are of particular importance to the SPP RE’s 2014 BP&B include the expectation that:

1. NERC and the Regional Entities will continue to work collaboratively to promote and
improve the reliability of the BPS.

2. NERC and the Regional Entities will continue to work under the regulatory framework
governing the establishment and enforcement of reliability standards for the BPS
established by Energy Policy Act of 2005.

Approved by SPP RE Trustees: June XX, 2013 4





2014 Business Plan and Budget Introduction

3. SPP RE’s delegated authorities and responsibilities will remain relatively constant.

4. NERC and the Regional Entities will work collaboratively to identify additional ways to
improve efficiency and leverage overall ERO resources.

5. Cyber and critical asset security will continue to be a priority in the United States, with
significant oversight by applicable government authorities.

6. Through efficiency gains and limited additional resources, NERC and Regions will strive
to achieve and maintain a 12-month total average processing time for alleged violations
over the planning period.

7. Itis assumed that a uniform BES definition will be implemented in the third quarter 2013
and it will result in increased workload for the Regions as they deal with exclusion
requests in 2013 and 2014.

8. Cost pressures may affect stakeholder resources available to participate in NERC and
Regional Entity activities. NERC and the Regional Entities business plans, budgets, and
resource requirements will continue to be established based upon the assumption of
continued industry participation in support of key program areas, including but not
limited to event analysis, reliability assessments, and standards development.

In addition to the above assumptions, which are shared among NERC and the Regional Entities,
assumptions that are unique to SPP RE include:

1. SPP RE continues to operate as an independent and functionally separate division of
SPP.

2. SPP RE continues to utilize SPP Shared staff to conduct certain activities in the SPP
RE’s Reliability Assessment and Performance Analysis program.

3. SPP RE will continue to engage SERC to perform the compliance enforcement authority
activities for the SPP registered functions that would otherwise be performed by SPP RE.

Key assumptions specific to individual programs are provided in Section A of this BP&B.

Goals and Key Deliverables

As part of the implementation of the Electric Reliability Organization Strategic Goals through
2015 (ERO Strategic Plan)', NERC and the Regional Entities developed a set of Common
Assumptions? that are now used to guide budget resource projections for each regional entity and
the ERO overall. In addition to the ERO Strategic Goals, the SPP RE Strategic Plan — 2012-
2015°, which was developed in a collaborative manner, seeking input from RE staff, RTO staff,

Ihttps://www.nerc.com/docs/bot/finance/2013%20NERC%20Business%20Plan%20and%20Budget/ERO%20Enterp
rise%?20Strategic%20P1an%202012-2015%20FINAL%20(02%202012)%20(2).pdf

Z See NERC Business Plan and Budget, Appendix A
® http://www.spp.org/publications/RE_Strategy 2012_2015%20Clean.pdf

Approved by SPP RE Trustees: June XX, 2013 5



https://www.nerc.com/docs/bot/finance/2013%20NERC%20Business%20Plan%20and%20Budget/ERO%20Enterprise%20Strategic%20Plan%202012-2015%20FINAL%20(02%202012)%20(2).pdf

https://www.nerc.com/docs/bot/finance/2013%20NERC%20Business%20Plan%20and%20Budget/ERO%20Enterprise%20Strategic%20Plan%202012-2015%20FINAL%20(02%202012)%20(2).pdf



2014 Business Plan and Budget Introduction

stakeholders, RE Trustees, the SPP Board, and the SPP Strategic Planning Committee, also
serves as a guide for SPP RE’s planning processes and ongoing actions.

SPP RE-specific goals and deliverables include:

e Effectively and efficiently perform the delegated functions of registration, compliance
monitoring and enforcement, reliability assessments, performance analysis, and
situational awareness with independence, without conflict of interest, with objectivity and
fairness.

e Conduct outreach activities, including compliance workshops, training seminars and
videos, and newsletters, that facilitate a learning environment and promote a strong
culture of reliability excellence and compliance.

e ldentify current “gap” areas for reliability and grid security improvement and pursue
implementation through new or revised reliability standards and other SPP RE or NERC
processes.

e Participate in NERC-sponsored ERO compliance auditor and enforcement staff training.

2014 Overview of Cost Impacts

The $11.8 million operating budget reflects an approximate $291 thousand increase or 2.5%.
Funding assessments increased by $633 thousands or 7%, from $ 8.53 million to $9.16 million.
A summary of the funding by program area is shown in the chart below.

Change
Budget Projection Budget 2014 Budget v
Program 2013 2013 2014 2013 Budget % Change

Reliability Standards 391,641 79,185 78,008 (313,633) -80.1%
Compliance Enforcement and Organization Registration 8,164,097 8,154,101 8,514,294 350,197 4.3%
Reliability Assessments and Performance Analysis 2,606,215 2,570,242 2,892,505 286,290 11.0%
Training, Education and Operator Certification 217,591 234,391 276,197 58,606 26.9%
Situation Awareness and Infrastructure Security 135,273 44,079 44,356 (90,917) -67.2%

11,514,817 11,081,999 11,805,360 290,543 2.5%
Working Capital Reserve $ - $ - $ - $
Total Funding 11,514,817 11,081,999 11,805,360 290,543 2.5%

As shown in the chart that follows, the net decrease in budgeted FTEs is .25 and reflects the
reduction in the number of SPP Shared Staff FTEs used to help coordinate and facilitate the
development of regional reliability standards. Other changes in individual program FTEs are
primarily due to: 1) redirecting the resources previously focused on the coordination and
development of the regional reliability standards to the Training and Education and Compliance
program areas, and 2) the repurposing of the Executive Director of Compliance position to a
Director of Compliance and Events position.

Approved by SPP RE Trustees: June XX, 2013 6
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. ——————————————————————————
Direct Shared Total FTEs Change

Budget Projection FTEs 2014 FTEs' 2014 2014 from 2013
Total FTEs by Program Area 2013 2013 Budget Budget Budget Budget

STATUTORY

Operational Programs

Reliability Standards 1.25 0.25 0.15 0.25 0.40 -0.85
Compliance and Organization Registration and Certification 22.25 22.10 22.35 0.00 22.35 0.10
Training and Education 1.00 1.00 1.25 0.00 1.25 0.25
Reliability Assessment and Performance Analysis 6.50 6.38 3.38 3.75 7.13 0.63
Situation Awareness and Infrastructure Security 0.25 0.13 0.13 0.00 0.13 -0.13

Total FTEs Operational Programs 31.25 29.85 27.25 4.00 31.25 0.00
Administrative Programs

Technical Committees and Member Forums 0.00 0.00 0.00 0.00 0.00 0.00
General & Administrative 3.25 3.00 3.00 0.00 3.00 -0.25
Information Technology 0.00 0.00 0.00 0.00 0.00 0.00
Legal and Regulatory 0.00 0.00 0.00 0.00 0.00 0.00
Human Resources 0.00 0.00 0.00 0.00 0.00 0.00
Finance and Accounting 0.00 0.00 0.00 0.00 0.00 0.00

Total FTEs Administrative Programs

1A shared FTE is defined as an employee who performs both Statutory and Non-Statutory functions.

Compared to the 2013 budget, the net decrease in direct expenses and the net increase in SPP,
Inc. indirect expenses are approximately $206 thousands and $496 thousands, respectively. The
decrease in direct expenses is principally due to a decrease in consultant costs. The increase in
SPP, Inc. indirect expenses is due to an increase in the indirect expense rate.* Additional
information regarding the changes to the SPP RE operating budget is detailed in the Statutory
Statement of Activities and Capital Expenditures table on the next page.

* A table showing the derivation of the Indirect Expense Rate is presented in Section E.

Approved by SPP RE Trustees: June XX, 2013 7





2014 Business Plan and Budget Introduction

2013 Budget and Projection and 2014 Budget Comparisons

Statement of Activities and Capital Expenditures

2013 Budget & Projection, and 2014 Budget

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget
Budget Projection Ovwer(Under) Budget Over(Under)
Funding
SPP RE Funding
SPP RE Assessments $ 8,530,054 $ 8,530,054 $ - $ 9,163,920 $ 633,866
Penalty Sanctions 995,020 995,020 - 452,333 (542,687)
Total SPP RE Funding $ 9,525,074 $ 9,525,074 $ - $ 9,616,253 $ 91,179
Membership Dues - - - - -
Federal Grants - - - - -
Senvices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding (A) $ 9,525,074 $ 9,525,074 $ - $ 9,616,253 $ 91,179
Expenses
Personnel Expenses
Salaries $ 4,072,621 $ 3,714,463 $ (358,158) $ 4,103,334 $ 30,713
Payroll Taxes 311,555 284,156 (27,399) 313,905 2,350
Benefits 312,164 324,604 12,440 332,872 20,708
Retirement Costs 162,905 148,579 (14,326) 164,133 1,228
Total Personnel Expenses $ 4,859,245 $ 4,471,802 $ (387,443) $ 4,914,244 $ 54,999
Meeting Expenses
Meetings $ 86,500 $ 90,000 $ 3,500 $ 91,500 $ 5,000
Travel 499,000 486,000 (13,000) 486,000 (13,000)
Conference Calls - - - - -
Total Meeting Expenses $ 585,500 $ 576,000 $ (9,500) $ 577,500 $ (8,000)
Operating Expenses
Consultants & Contracts $ 1,383,150 $ 1,030,000 $ (353,150) $ 1,125,000 $ (258,150)
Office Rent - - - - -
Office Costs 2,500 8,000 5,500 8,000 5,500
Professional Senices 316,100 310,000 (6,100) 316,100 -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 1,701,750 $ 1,348,000 $ (353,750) $ 1,449,100 $ (252,650)
Total Direct Expenses $ 7,146,495 $ 6,395,802 $ (750,693) $ 6,940,844 $ (205,651)
SPP Inc. Indirect Expenses $ 4,368,323 $ 4,686,197 $ 317,874 $ 4,864,516 $ 496,193
SPP RE Indirect Expenses - - - - -
Total Indirect Expenses $ 4,368,323 $ 4,686,197 $ 317,874 $ 4,864,516 $ 496,193
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses (B) $ 11,514,818 $ 11,081,999 $ (432,819) $ 11,805,360 $ 290,542
Change in Assets $  (1,989,744) $ (1,556,925) $ 432,819 $  (2,189,107) $ (199,363)
Fixed Assets
Depreciation - - - - -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -
Allocation of Fixed Assets $ - $ - $ - $ -
Inc(Dec) in Fixed Assets (C) - - - - -
TOTAL BUDGET (=B + C) $ 11,514,818 $ 11,081,999 $ (432,819) $ 11,805,360 $ 290,542
TOTAL CHANGE IN WORKING CAPITAL (=A-B-C) $ (1,989,744) $ (1,556,925) $ 432,819 $ (2,189,107) $ (199,363)

(1) SPP RE Indirect Expenses which represent direct expenses for SPP RE Administrative Senices, are included in direct expenses.
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Section A — 2014 Business Plan Reliability Standards

Section A — 2014 Business Plan

Reliability Standards Program

Reliability Standards Program
(in whole dollars)
Increase
2013 Budget 2014 Budget (Decrease)

Total FTEs 1.25 0.25 (1.00)
Direct Expenses $ 187,263 | $ 33,744 | $ (153,519)
Indirect Expenses- SPP Inc. $ 158,273 | $ 35,664 | $ (122,609)
Indirect Expenses- SPP RE $ 46,105 | $ 8,600 | $ (37,505)
Inc(Dec) in Fixed Assets $ $ $

Total Funding Reguirement $ 391,641 | $ 78,008 [ $ (313,633)

Program Scope and Functional Description

The Reliability Standards Program is required under the Regional Entity Delegation Agreement,
as well as NERC Rules of Procedure, Section 300. The .25 FTEs in this program area reflect the
time spent by the Compliance Group staff members (0.15), and SPP Shared Staff (0.10 FTE) on
reliability standards development activities. Specifically, SPP RE Staff and SPP Shared Staff
coordinate with NERC to develop and maintain technically sound, fair and balanced reliability
standards that enable NERC and Regional Entities to measure the reliability performance of bulk
power system owners, operators, and users. The staff members assigned to this program also
participate in the development of regional standards. The regional standards are developed using
the procedures outlined in the SPP RE Standards Development Process Manual, which has been
approved by FERC and NERC.

2014 Key Assumptions
The key assumptions concerning the SPP RE’s Reliability Standards Program are consistent with
the assumptions contained in ERO BP&B Assumptions.

2014 Goals and Key Deliverables

e Meet directives of ERO governmental authorities regarding standards development and
procedures;

e Communicate with stakeholders and regulators regarding standards development;
e Participate and represent SPP region in NERC standard development activities that may

have significant influence on the planning and business practices of the entities registered
with SPP RE.
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Section A — 2014 Business Plan Reliability Standards

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e Funding for this program is provided through assessments to LSEs or designees
(mandatory in the U.S.).

Personnel Expenses

Meeting Expenses

Operating Expenses

Indirect Expenses

e SPP RE Indirect Expenses (SPP RE Administrative Services Expenses) are allocated
among the operational programs based on the program’s relative share of direct expenses.
The change in the SPP RE Indirect Expenses is the result of the program’s relative share
of direct expenses and the expected increase in the SPP RE Indirect Expenses.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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Reliability Standards Program

Funding sources and related expenses for the reliability standards section of the 2014 business
plan are shown in the table below.
Statement of Activities and Capital Expenditures

2013 Budget & Projection, and 2014 Budget
Reliability Standards

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget
Budget Projection Over(Under) Budget Ovwer(Under)
Funding
SPP RE Funding
SPP RE Assessments $ 351,841 $ 351,841 $ - $ 74,372 $ (277,469)
Penalty Sanctions 39,801 39,801 - $ 3,636 (36,165)
Total SPP RE Funding $ 391,641 $ 391,642 $ - $ 78,008 $ (313,634)
Membership Dues - - - - -
Federal Grants - - - - -
Senvices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding (A) $ 391,641 $ 391,642 $ - $ 78,008 $ (313,634)
Expenses
Personnel Expenses
Salaries $ 154,835 $ 29,167 $ (125,668) $ 28,372 $ (126,463)
Payroll Taxes 11,845 2,231 (9,614) 2,170 (9,675)
Benefits 9,390 2,067 (7,323) 2,067 (7,323)
Retirement Costs 6,193 1,167 (5,026) 1,135 (5,058)
Total Personnel Expenses $ 182,263 $ 34,632 $ (147,631) $ 33,744 $ (148,519)
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel 5,000 - (5,000) - (5,000)
Conference Calls - - - - -
Total Meeting Expenses $ 5,000 $ - $ (5,000) $ - $ (5,000)
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Senices - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ - $ - $ - $ - $ -
Total Direct Expenses $ 187,263 $ 34,632 $ (152,631) $ 33,744 $ (153,519)
SPP Inc. Indirect Expenses $ 158,273 $ 35,664 $ (122,609) $ 35,664 $ (122,609)
SPP RE Indirect Expenses 46,105 8,889 (37,216) 8,600 (37,505)
Total Indirect Expenses $ 204,378 $ 44,553 $ (159,825) $ 44264  $ (160,114)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses (B) $ 391,641 $ 79,185 $ (312,456) _$ 78,008 $ (313,633)
Change in Assets $ - $ 312,457 $ 312,456 $ - $ -
Fixed Assets $ - $ - $ - $ - $ -
Depreciation - - - - -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -
Allocation of Fixed Assets - - - - -
Inc (Dec) in Fixed Assets (C) $ - $ - $ - $ - $ -
TOTAL BUDGET (=B + C) $ 391,641 $ 79,185 $ (312,456) $ 78,008  $ (313,633)
TOTAL CHANGE IN WORKING CAPITAL (=A-B-C) $ - $ 312,457 $ 312,456 $ - $ -
FTEs 1.25 0.25 -1.00 0.25 -1.00
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Section A — 2014 Business Plan Compliance, Enforcement, and Registration

Compliance Monitoring and Enforcement and Organization Registration and
Certification Program

Compliance Monitoring and Enforcement and Organization Registration and
Certification Program
(in whole dollars)
Increase
2013 Budget 2014 Budget (Decrease)

Total FTEs 22.25 22.35 0.10
Direct Expenses* $ 4,290,513 | $ 4244284 | $ (46,229)
Indirect Expenses- SPP Inc. $ 2,817,251 | $ 3,188,326 | $ 371,075
Indirect Expenses- SPP RE $ 1,056,333 | $ 1,081,684 [ $ 25,351
Inc(Dec) in Fixed Assets $ $ $
Total Funding Requirement $ 8,164,097 | $ 8,514,294 | $ 350,197
* Includes Personnel Expenses of 1 FTE from Training and Education Program to maintain
confidentiality

Program Scope and Functional Description

The Compliance Monitoring and Enforcement and Organization Registration and Certification
Program (CMEP) is required under the Regional Entity Delegation Agreement, as well as NERC
Rules of Procedure, Section 400. There are approximately 140 registered entities with a
combined total of approximately 400 registered functions located within the SPP RE’s footprint.
The SPP RE CMEP is administered by the SPP RE Staff. Only the SPP RE Trustees and certain
SPP RE Staff members have the authority to make compliance and enforcement decisions.

To avoid the appearance of any conflicts of interest, SPP RE has engaged SERC Reliability
Corporation to serve as the compliance enforcement authority for SPP’s registered functions in
the SPP RE region. In accordance with the terms of the agreement between SERC and SPP, SPP
RE has included $X in its budget to compensate SERC for performing the CMEP activities for
SPP’s registered functions in the SPP RE region.

SPP RE CMEP is organized into three distinct groups: Compliance Monitoring; Critical
Infrastructure Protection (CIP); and Enforcement. The SPP RE Director of Compliance and
Events is responsible for the oversight of the Compliance Monitoring Group, the Director of
Critical Infrastructure Protection (CIP) is responsible of the oversight of the CIP Group, and the
SPP RE Manager of Enforcement is responsible for the oversight of the Enforcement Group.

Compliance Groups

The FTEs assigned to the Compliance Groups are responsible for registering owners, operators
and users of the BPS and monitoring and assessing registered entities’ compliance with NERC-
approved reliability standards. The various activities performed by the staff members assigned
to the Compliance groups include: 1) conducting compliance audits, spot checks, and self
certifications of entities registered in the SPP RE footprint, 2) reviewing CIP technical feasibility
exception requests (TFEs), periodic data submittals and self-reports made by entities registered
in the SPP RE footprint, 3) participating in SPP RE workshops and webinars, and 4)
participating in various SPP and NERC working groups. The Compliance Groups also make the
initial determination of whether a registered entity is non-compliant with a reliability standard.
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Section A — 2014 Business Plan Compliance, Enforcement, and Registration

A total of 11.50 FTEs are assigned to the Compliance Groups, and include: the SPP RE Director
of Compliance and Events, allocated at .5 FTEs, five Compliance Monitoring positions, five CIP
audit positions, and one Compliance Coordinator. To recognize that staff members assigned to
the Compliance Groups are also responsible for participating and representing SPP RE in NERC
standard development activities, 0.15 FTE assigned to the Compliance Groups has been
reallocated to the Reliability Standards program; and to recognize that the Compliance
Coordinator is also responsible for assisting in the SPP RE’s outreach activities, .25 FTE
assigned to the Compliance Groups has been reallocated to the Training and Education program.

In addition to the SPP RE Staff, SPP RE uses consultants to assist the SPP RE with traditional
(693) and CIP audits. On average, two consultants participate on each SPP RE onsite 693 and
CIP audit team and one consultant participates on SPP’s offsite 693 audit team and CIP field
tests audit team. SPP RE has included $430,000 in its budget for compliance consulting costs.

Enforcement Group

The FTEs assigned to the Enforcement group are responsible for reviewing the Compliance
Groups’ findings of non-compliance, notifying registered entities and NERC of possible
violations, reviewing and verifying the registered entities’ mitigation plans, determining
proposed monetary penalties and non-monetary sanctions, and participating in settlement
negotiations. The various activities performed by the staff members assigned to the Enforcement
Group include: 1) conducting discovery, 2) preparing and issuing Preliminary Notice of Possible
Violations, Notice of Alleged Violations and Penalties and Sanctions, and Confirmed Notice of
Violation, 3) reviewing, accepting, and verifying completion of mitigation plans, 4) participating
in settlement negotiations, 5) participating in hearings of contested violations, as necessary, and
6) participating in various SPP and NERC working groups and SPP RE workshops.

A total of 11.00 FTEs are assigned to this group, and includes: the Manager of Enforcement, five
enforcement attorneys, one mitigation plan analyst, one mitigation plan engineer, one paralegal,
and one temporary enforcement attorney, and two part-time law clerks (an equivalent of 1.0
FTES).

In addition to the SPP RE Staff, SPP RE uses consultants to assist SPP RE with reviewing,
accepting, verifying completion of mitigation plans, and processing possible violations. SPP RE
has included $120,000 in its budget for compliance consulting costs.

2014 Key Assumptions

The assumptions for this program are consistent with those contained in ERO BP&B
Assumptions. NERC and the Regional Entities will continue to collaborate and define ongoing
training needs, priorities, and implementation schedules for the auditors, enforcement, and
investigation staff. As part of the training effort, at least two compliance enforcement authority
(CEA) workshops and monthly auditor calls will occur to provide auditors and enforcement staff
with updates on compliance and enforcement policies, actions, and requirements in order to
promote consistency of audit practices and procedures. SPP RE will continue to engage a
contractor to provide training in the application of generally acceptable auditing standards. It is
expected that this training and possible certification effort will have an impact on staffing needs
and costs (e.g., travel, lodging, and labor) to participate and attend this training. SPP RE has
provided time for staff to maintain industry certifications, such as NERC System Operator
Certification and Critical Infrastructure Protection (CIP) certifications, etc.
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Section A — 2014 Business Plan Compliance, Enforcement, and Registration

Given these key assumptions and based on actual 2012 resource requirements, SPP RE believes
the resources assigned to this program area are adequate to achieve the goals and deliverables
detailed below.

2014 Goals and Key Deliverables

Ensure that bulk power system owners, operators, and users are correctly registered
through a more proactive review of registration status; seek to ensure that responsibilities
are clearly understood by all registered entities and there are no material gaps or adverse
impacts on bulk power system reliability;

Perform six to eight on-site FERC Order 693 compliance audits of registered RC, BA,
and TOP entities (3-year cycle entities);

Perform fifteen to eighteen off-sitt FERC Order 693 compliance audits of other
registered entities (6-year cycle entities);

Perform six to eight on-site CIP compliance audits of registered entities;

Perform ten to sixteen off-site CIP compliance audits of registered entities;

Perform spot check, self-certifications, exception reporting, and periodic data submittals
of specified standards as dictated by NERC’s 2014 Compliance Monitoring and
Enforcement Program Annual Implementation Plan (based on past experience, it is
assumed that three Quarterly self-certifications, one Annual self-certification, and five
event driven spot checks will be performed);

Perform Compliance Investigations, as necessary;

Perform independent review of initial findings of possible violations;

Create Notices of Alleged Violation and Penalties and Sanctions (NAVAPS) and Notices
of Confirmed Violations (NOCV);

Negotiate and develop settlements of violations;
Verify that findings of non-compliance are and/or have been appropriately mitigated:;

Serve as SPP RE liaisons to SPP working groups and attend approximately 30 SPP
working group meetings in 2014; and

Engage contractors to assist in the evaluation of whether to grant or deny a registered
entity’s request for a declaration that elements of its system are not part of the Bulk
Electric System.
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Section A — 2014 Business Plan Compliance, Enforcement, and Registration

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e Funding for this program is provided through assessments to LSEs or designees
(mandatory in the U.S.).

Personnel Expenses

Meeting Expenses
[ ]

Operating Expenses

Indirect Expenses

e SPP RE Indirect Expenses (SPP RE Administrative Services Expenses) are allocated
among the operational programs based on the program’s relative share of direct expenses.
The change in the SPP RE Indirect Expenses is the result of the program’s relative share
of direct expenses and the expected increase in the SPP RE Indirect Expenses.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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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 2014 business plan are shown in the table below.

Statement of Activities and Capital Expenditures

2016 Budget & Projection, and 2014 Budget
Compliance and Organization Registration and Certification

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
SPP RE Funding
SPP RE Assessments $ 7,455,643 $ 7,455,643 $ - $ 8,189,225 $ 733,582
Penalty Sanctions 708,454 708,454 - 325,069 (383,385)
Total SPP RE Funding $ 8,164,097 $ 8,164,097 $ - $ 8,514,294 $ 350,197
Membership Dues - - - - -
Federal Grants - - - - -
Senices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding (A) $ 8,164,097 $ 8,164,097 $ - $ 8,514,294 $ 350,197
Expenses
Personnel Expenses
Salaries $ 2,594,600 $ 2,505,302 $ (89,298) $ 2,680,693 $ 86,093
Payroll Taxes 198,487 191,656 (6,831) 205,073 6,586
Benefits 207,142 222,723 15,581 224,790 17,648
Retirement Costs 103,784 100,212 (3,572) 107,228 3,444
Total Personnel Expenses $ 3,104,013 $ 3,019,892 $ (84,121) $ 3,217,784 $ 113,771
Meeting Expenses
Meetings $ 6,500 $ 5,000 $ (1,500) $ 6,500 $ -
Travel 310,000 310,000 - 310,000 -
Conference Calls - - - - -
Total Meeting Expenses $ 316,500 $ 315,000 $ (1,500) $ 316,500 $ -
Operating Expenses
Consultants & Contracts $ 870,000 $ 645,000 $ (225,000) $ 710,000 $ (160,000)
Office Rent - - - - -
Office Costs - - - - -
Professional Senices - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 870,000 $ 645,000 $ (225,000) $ 710,000 $ (160,000)
Total Direct Expenses $ 4,290,513 $ 3,979,892 $ (310,621) $ 4,244,284 $ (46,229)
SPP Inc. Indirect Expenses $ 2,817,251 $ 3,152,662 $ 335,411 $ 3,188,326 $ 371,075
SPP RE Indirect Expenses 1,056,333 1,021,547 (34,786) 1,081,684 25,351
Total Indirect Expenses $ 3,873,584 $ 4,174,209 $ 300,625 $ 4,270,010 $ 396,426
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses (B) $ 8,164,097 $ 8,154,101 $ (9,996) $ 8,514,294 $ 350,197
Change in Assets $ - $ 9,996 $ 9,996 $ - $ -
Fixed Assets $ - $ - $ - $ - $ -
Depreciation - - - - -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -
Allocation of Fixed Assets - - - - -
Inc (Dec) in Fixed Assets (C) $ - $ - $ - $ - $ -
TOTAL BUDGET (=B + C) $ 8,164,097 $ 8,154,101 $ (9,996) $ 8,514,294 $ 350,197
TOTAL CHANGE IN WORKING CAPITAL (=A-B-C) $ - $ 9,996 $ 9,996 $ - $ (1)
FTEs 22.25 22.10 (0.15) 22.35 0.10
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Reliability Assessment and Performance Analysis Program

Reliability Assessments and Performance Analysis
(in whole dollars)
Increase

2013 Budget 2014 Budget (Decrease)
Total FTEs 6.50 7.13 0.63
Direct Expenses $ 1,430,907 | $ 1,495,065 | $ 64,158
Indirect Expenses- SPP Inc. $ 823,017 | $ 1,016,413 | $ 193,396
Indirect Expenses- SPP RE $ 352,292 | $ 381,027 | $ 28,735
Inc(Dec) in Fixed Assets $ - $ - $ -
Total Funding Requirement $ 2,606,216 | $ 2,892,505 [ $ 286,289

Program Scope and Functional Description

The Reliability Assessment and Performance Analysis Program is required under the Regional
Entity Delegation Agreement, as well as NERC Rules of Procedure, Section 800. SPP RE direct
and Shared Staff members assigned to this program support NERC’s efforts in preparing five
reliability assessments each year: a long-term reliability assessment (LTRA) report, a summer
assessment report, a winter assessment report, and two post-seasonal assessments. These reports
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 Shared staff also conducts inter-regional studies and other planning
studies.

SPP RE is responsible for overseeing and conducting Event Analyses on reliability events within
the SPP RE footprint. The 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. SPP RE is responsible for producing a final
technical report on each reportable event. Any issues that surface which may lead to standards
compliance questions will be handled through the CMEP portion of this Business Plan.

2014 Key Assumptions

SPP RE expects to continue to utilize SPP Shared Staff to assist SPP RE in fulfilling its non-
CMEP activities in this program. Key assumptions shared by NERC and the Regional Entities
affecting the SPP RE budget in this program area include:

e NERC and the Regional Entities will prioritize and budget for two special reliability
assessment initiatives per year;

e SPP RE will continue to support the NERC Reliability Assessment Subcommittee;
e NERC and the Regional Entities will continue to define clear, uniform criteria/ranking

for reporting and categorizing of system events and security incidents;

e NERC and the Regional Entities will continue to work together to develop joint processes
and resourcing for triage, analysis, and reporting of system events to the regulators and
will coordinate with regulators regarding these issues;
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e NERC and the Regional Entities will provide timely publication of lessons learned and
recommendations and track responses to recommendations;

e NERC and the Regional Entities will continue to refine the criteria and process to
encourage prompt and complete self-analysis of events and disturbances to promote
continuous improvement and information sharing; and

e The number of events requiring review and analysis are expected to increase.

2014 Goals and Key Deliverables

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;

Perform a Probabilistic Assessment in support of the LTRA,

Participate in NERC meetings to discuss reliability assessment and analyses of the impact of
these assessments;

Conduct inter-regional and other planning studies, including participation in the Eastern
Interconnection Reliability Assessment Group (ERAG);
Participate in NERC’s model validation efforts;

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; and

Participate actively in the following NERC working groups/committees/task forces:

e Event Analysis Working Group (EAWG) which will become the Event Analysis
Subcommittee (EAS))

¢ Reliability Assessment Database Working Group (RADWG)
e Reliability Assessment Subcommittee (RAS)
e Performance Analysis Subcommittee (PAS)
= Generator Availability Data System Working Group (GADSWG)
= Transmission Availability Data System Working Group (TADSWG)
= Demand Response Availability Data System Working Group (DADSWG)
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Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e Funding for this program is provided through assessments to LSEs or designees
(mandatory in the U.S.).

Personnel Expenses

Meeting Expenses

Operating Expenses

Indirect Expenses

e SPP RE Indirect Expenses (SPP RE Administrative Services Expenses) are allocated
among the operational programs based on the program’s relative share of direct expenses.
The change in the SPP RE Indirect Expenses is the result of the program’s relative share
of direct expenses and the expected increase in the SPP RE Indirect Expenses.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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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 2014 business plan are shown in the table below.

Statement of Activities and Capital Expenditures

2013 Budget & Projection, and 2014 Budget
Reliability Assessment and Performance Analysis

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget
Budget Projection Ovwer(Under) Budget Ovwer(Under)
Funding
SPP RE Funding
SPP RE Assessments $ 2,399,251 $ 2,399,251 $ - $ 2,788,876 $ 389,625
Penalty Sanctions 206,964 206,964 - 103,629 (103,335)
Total SPP RE Funding $ 2,606,215 $ 2,606,215 $ - $ 2,892,505 $ 286,290
Membership Dues - - - - -
Federal Grants - - - - -
Senices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding (A) $ 2,606,215 $ 2,606,215 $ - $ 2,892,505 $ 286,290
Expenses
Personnel Expenses
Salaries $ 692,278 $ 712,842 $ 20,564 $ 835,786 $ 143,508
Payroll Taxes 52,959 54,532 1,573 63,938 10,979
Benefits 51,828 55,709 3,881 61,910 10,082
Retirement Costs 27,691 28,514 823 33,431 5,740
Total Personnel Expenses $ 824,757 $ 851,597 $ 26,841 $ 995,065 $ 170,309
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel 108,000 100,000 (8,000) 100,000 (8,000)
Conference Calls - - - - -
Total Meeting Expenses $ 108,000 $ 100,000 $ (8,000) $ 100,000 $ (8,000)
Operating Expenses
Consultants & Contracts $ 498,150 $ 370,000 $ (128,150) $ 400,000 $ (98,150)
Office Rent - - - - -
Office Costs - - - - -
Professional Senices - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 498,150 $ 370,000 $ (128,150) $ 400,000 $ (98,150)
Total Direct Expenses $ 1,430,907 $ 1,321,597 $ (109,309) $ 1,495,065 $ 64,159
SPP Inc. Indirect Expenses $ 823,017 $ 909,422 $ 86,405 $ 1,016,413 $ 193,396
SPP RE Indirect Expenses 352,292 339,223 (13,069) 381,027 28,735
Total Indirect Expenses $ 1,175,309 $ 1,248,645 $ 73,336 $ 1,397,440 $ 222,131
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses (B) $ 2,606,215 $ 2,570,242 $ (35,973) $ 2,892,505 $ 286,290
Change in Assets $ - $ 35,973 $ 35,973 $ - $ -
Fixed Assets $ - $ - $ - $ - $ -
Depreciation - - - - -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -
Allocation of Fixed Assets - - - - -
Inc (Dec) in Fixed Assets (C) $ - $ - $ - $ - $ -
TOTAL BUDGET (=B + C) $ 2,606,215 $ 2,570,242 $ (35,973) $ 2,892,505 $ 286,290
TOTAL CHANGE IN WORKING CAPITAL (=A-B-C) $ - $ 35,973 $ 35,973 $ - $ -
FTEs 6.50 6.38 (0.13) 7.13 0.63
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Training, Education, and Operator Certification Program

Training, Education and Operator Certification
(in whole dollars)
Increase
2013 Budget 2014 Budget (Decrease)
Total FTEs 1.00 1.25 0.25
Direct Expenses* $ 73,000 | $ 78,000 | $ 5,000
Indirect Expenses- SPP Inc. $ 126,618 | $ 178,318 | $ 51,700
Indirect Expenses- SPP RE $ 17,973 | $ 19,879 | $ 1,906
Inc(Dec) in Fixed Assets $ - $ - $ -
Total Funding Requirement $ 217591 [ $ 276,197 | $ 58,606
* To maintain confidentiality, Personnel Expenses are included in the CMEP program area.

Program Scope and Functional Description

The Training, Education, and Operator Certification Program is required under the Regional
Entity Delegation Agreement, as well as NERC Rules of Procedure, Section 900. The 1.0 FTE in
this program area represents the time spent by the RE Outreach Coordinator and the Compliance
Program Coordinator (0.25 FTE). These SPP Staff design, develop, and conduct training and
education via compliance workshops, CIP workshops, webinars, and videos.

Operator Certification Training is provided by SPP RTO staff, and as such, the expenses for this
training continue to be excluded from the SPP RE budget and are included in the SPP, Inc.

budget.

2014 Key Assumptions
SPP RE will continue to conduct outreach activities designed to increase the reliability of the

bulk power system located in the SPP RE region. Specific training areas targeted for 2014
include: Lessons Learned, Effective Compliance Cultures, Critical Infrastructure Protection,
Self Reports & Self Certifications, Currently Monitored Standards, and an Online “The Basics”

Video Series.

2014 Goals and Key Deliverables
e Host a minimum of two compliance workshops;

e Host a minimum of one CIP workshop;

e Participate in NERC and other Regional Entities training and educational programs, as
necessary;

e Publish monthly news bulletins and monthly newsletters for registered entities;

e Host a minimum of five compliance webinars; and
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e Create and maintain an online video series designed to assist registered entity staff new to
compliance program with basic information about the ERO enforceable compliance
program, including standards development, compliance audits, and mitigation plans.

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e Funding for this program is provided through assessments to LSEs or designees
(mandatory in the U.S.).

Personnel Expenses

Meeting Expenses

Operating Expenses

Indirect Expenses

e SPP RE Indirect Expenses (SPP RE Administrative Services Expenses) are allocated
among the operational programs based on the program’s relative share of direct expenses.
The change in the SPP RE Indirect Expenses is the result of the program’s relative share
of direct expenses and the expected increase in the SPP RE Indirect Expenses.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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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 2014 business plan are shown in the table below.

Statement of Activities and Capital Expenditures

2013 Budget & Projection, and 2014 Budget

Training and Education

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget
Budget Projection Over(Under) Budget Ovwer(Under)
Funding
SPP RE Funding
SPP RE Assessments $ 185,750 $ 185,750 $ - $ 258,016 $ 72,266
Penalty Sanctions 31,841 31,841 - 18,181 (13,660)
Total SPP RE Funding $ 217,591 $ 217,591 $ - $ 276,197 $ 58,606
Membership Dues - - - - -
Federal Grants - - - - -
Senvices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding (A) $ 217,591 $ 217,591 $ - $ 276,197 $ 58,606
Expenses
Personnel Expenses
Salaries $ - $ B $ - $ - $ -
Payroll Taxes - - - - -
Benefits - - - - -
Retirement Costs - - - - -
Total Personnel Expenses $ - $ - $ - $ - $ -
Meeting Expenses
Meetings $ 55,000 $ 60,000 $ 5,000 $ 60,000 $ 5,000
Travel 13,000 13,000 - 13,000 -
Conference Calls - - - - -
Total Meeting Expenses $ 68,000 $ 73,000 $ 5,000 $ 73,000 $ 5,000
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Senices 5,000 - (5,000) 5,000 -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 5,000 $ - $ (5,000) $ 5,000 $ -
Total Direct Expenses $ 73,000 $ 73,000 $ - $ 78,000 $ 5,000
SPP Inc. Indirect Expenses $ 126,618 $ 142,654 $ 178,318 $ 51,700
SPP RE Indirect Expenses 17,973 18,737 19,879 1,906
Total Indirect Expenses $ 144,591 $ 161,391 $ 16,800 $ 198,197 $ 53,606
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses (B) $ 217,591 $ 234,391 $ 16,800 $ 276,197 $ 58,606
Change in Assets $ - $ (16,800) $ (16,800) $ - $ (1)
Fixed Assets $ - $ - $ - $ - $ -
Depreciation - - - - -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -
Allocation of Fixed Assets - - - - -
Inc (Dec) in Fixed Assets (C) $ - $ - $ - $ - $ -
TOTAL BUDGET (=B + C) $ 217,591 $ 234,391 $ 16,800 $ 276,197 $ 58,606
TOTAL CHANGE IN WORKING CAPITAL (=A-B-C)_$ - $ (16,8000 _$ (16,800) $ - $ 0
FTEs 1.00 1.00 - 1.25 0.25
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Situation Awareness and Infrastructure Security Program

Situation Awareness and Infrastructure Security
(in whole dollars)
Increase

2013 Budget 2014 Budget (Decrease)
Total FTEs 0.25 0.13 (0.13)
Direct Expenses $ 83,147 | $ 21,137 | $ (62,010)
Indirect Expenses- SPP Inc. $ 31,655 | $ 17,832 | $ (13,823)
Indirect Expenses- SPP RE $ 20,471 | $ 5387 | $ (15,084)
Inc(Dec) in Fixed Assets $ - $ - $ -
Total Funding Reguirement $ 135,273 | $ 44,356 | $ (90,917)

Program Scope and Functional Description
The Situation Awareness and Infrastructure Security Program is required under the Regional
Entity Delegation Agreement, as well as NERC Rules of Procedure, Section 1000.

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 Reliability Coordinator actively participates in NERC critical infrastructure protection
activities and serves as an information conduit between NERC and SPP members. These
activities are non-statutory. SPP also sponsors a Critical Infrastructure Protection Working
Group (CIPWG), which:

e Serves as an expert advisory panel to the SPP Board of Directors, committees, and
members, provides a forum for discussion of physical and cyber security issues within the
SPP Region;

e Provides general guidance to SPP members on CIP Standards and related compliance
efforts; and

e Serves as the interface between the NERC Critical Information Protection Committee
(CIPC) and the SPP membership, including:

0 Serving as a conduit for information flow between the CIPC and SPP members
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o0 Developing guidance and recommendations to CIPC members representing the
SPP

The CIPWG consists of SPP members who are subject to the NERC CIP Cyber Security
Standards (CIP-002 through CIP-009) and is facilitated by an SPP staff member. The working
group meets quarterly at a member location. Additional meetings and conference calls are
scheduled as required.

SPP RE is represented on the CIPC by three SPP member company representatives who
represent the physical, cyber, and operations disciplines. Per the SPP Bylaws, SPP RE
reimburses the member representatives for travel expenses incurred while performing CIPC
responsibilities.

CIP compliance monitoring and enforcement is included in Compliance Monitoring and
Enforcement and Organization Registration and Certification Program.

2014 Key Assumptions

In addition to the assumptions that are shared among NERC and the Regional Entities, SPP RE
expects the continued support of the SPP CIPWG, and continued support for CIPC participation
from designated SPP member representatives.

2014 Goals and Key Deliverables
e Continue sponsoring the Critical Infrastructure Protection Working Group (CIPWG)
o Continue quarterly meetings
Maintain and Increase CIPWG membership
Provide progress updates on CIP standards drafting
Provide a discussion forum for NERC-requested comments and ballot issues
Provide support to the RE-sponsored CIP “How-To” Workshop

O O0OO0Oo

e Provide enhanced support to SPP registered entities about CIP Standards
o Provide general recommendations on appropriate security best practices
o0 Provide opportunities for technical and compliance-related training
o0 Provide registered entities-Only discussion periods regarding CIP compliance
progress
o0 Maintain the CIPWG electronic mail lists for group discussion of CIP-related
issues

e Continue supporting CIPC attendance by CIPWG representatives
0 Reimburse expenses for Physical, Cyber, and Operations representatives (or
designated alternates)
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Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e Funding for this program is provided through assessments to LSEs or designees
(mandatory in the U.S.).

Personnel Expenses

Meeting Expenses

Operating Expenses

Indirect Expenses

e The SPP RE Indirect Expenses (SPP RE Administrative Services Expenses) are allocated
among the operational programs based on the program’s relative share of direct expenses.
The change in the SPP RE Indirect Expenses is the result of the program’s relative share
of direct expenses and the expected increase in the SPP RE Indirect Expenses.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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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 2014 business plan are shown in the table below.

Statement of Activities and Capital Expenditures

2013 Budget & Projection, and 2014 Budget

Situation Awareness and Infrastructure Security

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
SPP RE Funding
SPP RE Assessments $ 127,313 $ 127,313 $ - $ 42,538 $ (84,775)
Penalty Sanctions 7,960 7,960 - 1,818 (6,142)
Total SPP RE Funding $ 135,273 $ 135,273 $ - $ 44,356 $ (90,917)
Membership Dues - - - - -
Federal Grants - - - - -
Senices & Software - - - - -
Workshops - - - - -
Interest - R - - -
Miscellaneous - - - - -
Total Funding (A) $ 135,273 $ 135,273 $ - $ 44,356 $ (90,917)
Expenses
Personnel Expenses
Salaries $ 72,790 $ 17,781 $ (55,009) $ 18,006 $ (54,784)
Payroll Taxes 5,568 1,360 (4,208) 1,377 (4,191)
Benefits 1,878 1,034 (845) 1,034 (845)
Retirement Costs 2,912 711 (2,201) 720 (2,192)
Total Personnel Expenses $ 83,147 $ 20,886 $ (62,262) $ 21,137 $ (62,011)
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel - - - - -
Conference Calls - - - - -
Total Meeting Expenses $ - $ - $ - $ - $ -
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Senices - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ - $ - $ - $ - $ -
Total Direct Expenses $ 83,147 $ 20,886 $ (62,262) $ 21,137 $ (62,011)
SPP Inc. Indirect Expenses $ 31,655 $ 17,832 $ 17,832 $ (13,823)
SPP RE Indirect Expenses 20,471 5,361 5,387 (15,084)
Total Indirect Expenses $ 52,126 $ 23,193 $ (28,933) $ 23,219 $ (28,907)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses (B) $ 135,273 $ 44,079 $ (91,194) $ 44,356 $ (90,917)
Change in Assets $ - $ 91,194 $ 91,194 $ - $ (1)
Fixed Assets $ - $ - $ - $ - $ -
Depreciation - - - - -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -
Allocation of Fixed Assets - - - - -
Inc (Dec) in Fixed Assets (C) $ - $ - $ - $ - $ -
TOTAL BUDGET (=B + C) $ 135,273 $ 44,079 $ 91,194) % 44,356 $ (90,917)
TOTAL CHANGE IN WORKING CAPITAL (=A-B-C)_$ - $ 91,194 $ 91,194  $ - $ -
FTEs 0.25 0.13 (0.13) 0.13 (0.13)
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Administrative Services

Administrative Services
(in whole dollars)
Increase
2013 Budget 2014 Budget (Decrease)

Total FTEs 3.25 3.00 (0.25)
Total Direct Expenses $ 1,493,174 | $ 1,496,578 | $ 3,404
Inc(Dec) in Fixed Assets $ - $ -

Less: Other Funding Sources $ - $ -

Total Allocation to Statutory Programs as

Indirect Expenses $ 1,493,174 | $ 1,496,578 | $ 3,404
Funding Requirement for Working Capital

Requirement $ (1,989,744)| $ (2,189,107)| $ (199,363)

Methodology for Allocation of Administrative Services Expenses to Programs

The expenses for finance and accounting, information technology, and human resources
administrative support services that are provided to SPP RE by SPP (SPP, Inc. Indirect
Expenses), which are separate and distinct from the services provided by SPP RE direct staff and
consultants and contractors, are assessed to SPP RE based on a fixed rate per hour per FTE. The
SPP Indirect Expense rate is calculated by dividing the total costs for these support functions
(excluding certain IT costs that are specific to SPP’s RTO functions) by the total hours worked
by non-support personnel in the entire SPP organization. The indirect expense rate is then
multiplied by each hour directly charged to SPP RE by SPP Shared staff and for designated
number of hours for SPP RE direct staff. A table showing the derivation of the SPP, Inc. Indirect
Expense rate is presented in Section E of this BP&B.

SPP RE Administrative Services Expenses, which are limited to expenses incurred for SPP RE
General and Administrative and Legal and Regulatory programs, are allocated among the five
operational programs based on the program’s pro rata share of the total direct operational
program expense.
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Technical Committees and Member Forums

Technical Committes and Member Forums
(in whole dollars)

Increase
2013 Budget 2014 Budget (Decrease)
Total FTEs
Expenses $ - $ - $
Inc(Dec) in Fixed Assets $ - $ - $
Working Capital Requirement $ - $ - $

Program Scope and Functional Description

SPP RE 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 expenses incurred by SPP RE for these forums are included
in the direct expenses of the applicable program.

SPP RE also conducts a minimum of three public workshops per year where registered entities
are able to interact with SPP RE Staff and NERC staff and discuss reliability issues. These
expenses are included in the Training, Education, and Operator Certification Program.

2014 Key Assumptions
e SPP RE liaisons to SPP working groups are projected attend approximately 30 SPP
working group meetings in 2014,

2014 Goals and Key Deliverables
e Provide input on ERO and RE issues, including but not limited to the NERC Members
Representative Committee and other NERC standing committees

e Provide technical committee forums to act as standards-drafting teams in development of
SPP regional reliability standards

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e N/A

Personnel Expenses
e N/A

Meeting Expenses
e N/A

Operating Expenses

e N/A
Indirect Expenses
e N/A
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Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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General and Administrative

General and Administrative
(in whole dollars)
Increase
2013 Budget 2014 Budget (Decrease)

Total FTEs 3.25 3.00 (0.25)
Expenses $ 1,343,174 | $ 1,346,578 | $ 3,404
Inc(Dec) in Fixed Assets

Working Capital Requirement $ (1,989,744)| $ (2,189,107)| $ (199,363)

Program Scope and Functional Description

The General and Administrative function consists of the RE General Manager, the RE Manager
of Regulatory Interface Process Improvement, RE Administrative Assistant, and three
independent Regional Entity Trustees.

The RE Trustees, who are independent of the SPP Board of Directors, any SPP member, SPP
registered entity, industry stakeholder, or organizational group, 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.

The RE General Manager provides executive level support through, among other means,
participation in meetings and conference calls with other Regional Entities and Senior NERC
staff. The RE General Manager reports directly to the three independent RE Trustees.

The RE Manager of Regulatory Interface and Process Improvement is responsible for
coordinating and developing the SPP RE processes for SPP RE’s Regulatory Interface and
performing process improvement activities for the RE operational program functions. The RE
Manager of Regulatory Interface and Process Improvement also coordinates and facilitates the
development of compliance plans, policies, and procedures and implementation of appropriate
systems/software for the SPP RE compliance monitoring and enforcement activities to enhance
implementation of the NERC Compliance Monitoring and Enforcement Program (CMEP) and
Rules of Procedure (RoP).

The RE Administrative Assistants provide support to all SPP RE programs and SPP RE direct
staff members.

2014 Key Assumptions
e SPP RE continues to operate as an independent and functionally separate division of SPP

2014 Goals and Key Deliverables
e Ensure that SPP RE fulfills the responsibilities of the Regional Delegation Agreement
between SPP and NERC;

e Ensure that SPP RE is adequately staffed and has the resources needed to fulfill the
responsibilities of the Regional Entity Delegation Agreement between SPP and NERC;
and
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e Continue to explore opportunities to enhance the effectiveness and efficiency of SPP RE
in promoting and improving the reliability of the bulk power system

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e The General and Administrative costs are allocated to the five operational programs
resulting in zero funding requirements. The negative Funding amount shown for SPP RE
Assessment in the Statement of Activities is the activity relating to the Working Capital
Reserve — see Table B-1.

Personnel Expenses

Meeting Expenses

Operating Expenses

Indirect Expenses

e SPP, Inc. Indirect Expenses are assessed to SPP RE based on a fixed rate per hour per
FTE. The decrease in the SPP, Inc. Indirect Expenses is due to the lower fixed rated and
the reduction in budgeted FTEs.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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General and Administrative

Funding sources and related expenses for the general and administrative section of the 2014
business plan are shown in the table below.

Statement of Activities and Capital Expenditures

2013 Budget & Projection, and 2014 Budget

General and Administrative

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget
Budget Projection Over(Under) Budget Ower(Under)
Funding
SPP RE Funding
SPP RE Assessments $ (1,989,744) $ (1,989,744) $ - $ (2,189,107) $ (199,363)
Penalty Sanctions - - - - -
Total SPP RE Funding $ (1,989,744) $ (1,989,744) $ - $ (2,189,107) _$ (199,363)
Membership Dues - - - - -
Federal Grants - - - - -
Senices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding (A) $ (1,989,744) $ (1,989,744) $ - $  (2,189,107) $ (199,363)
Expenses
Personnel Expenses
Salaries $ 558,118 $ 449,371 $ (108,747) $ 540,477 $ (17,641)
Payroll Taxes 42,696 34,377 (8,319) 41,346 (1,350)
Benefits 41,926 43,072 1,146 43,072 1,146
Retirement Costs 22,325 17,975 (4,350) 21,619 (706)
Total Personnel Expenses $ 665,065 $ 544,795 $ (120,270) $ 646,515 $ (18,550)
Meeting Expenses
Meetings $ 25,000 $ 25,000 $ - $ 25,000 $ -
Travel 63,000 63,000 - 63,000 -
Conference Calls - - - - -
Total Meeting Expenses $ 88,000 $ 88,000 $ - $ 88,000 $ -
Operating Expenses
Consultants & Contracts $ 15,000 $ 15,000 $ - $ 15,000 $ -
Office Rent - - - - -
Office Costs 2,500 8,000 5,500 8,000 5,500
Professional Senices 161,100 160,000 (1,100) 161,100 -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 178,600 $ 183,000 $ 4,400 $ 184,100 $ 5,500
Total Direct Expenses $ 931,665 $ 815,795 $ (115,870) $ 918,615 $ (13,050)
SPP Inc. Indirect Expenses $ 411,509 $ 427,963 $ 427,963 $ 16,454
SPP RE Indirect Expenses $ (1,343,174) $ (1,243,758) $  (1,346578) $ (3,404)
Other Non-Operating Expenses $ - $ - $ - $ - $ -
Total Expenses (B) $ - $ - $ - $ - $ -
Change in Assets $ (1,989,744) $ (1,989,744) $ - $ (2,189,107) _$ (199,363)

Fixed Assets
Depreciation $ - $ - $ - $ -
Computer & Software CapEx - - - -
Furniture & Fixtures CapEx - - - -
Equipment CapEx - - - -
Leasehold Improvements - - - -

Allocation of Fixed Assets - - - -

Inc (Dec) in Fixed Assets (C) $ - $ - $ - $ - $ -
TOTAL BUDGET (=B + C) $ - $ - $ - $ - $ -
TOTAL CHANGE IN WORKING CAPITAL (=A-B-C) $ _ (1,989,744) $ (1,989,744) $ - $  (2,189,107) _$ (199,363)
FTEs 3.25 3.00 (0.25) 3.00 (0.25)
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Legal and Regulatory

Legal and Regulatory

(in whole dollars)
Increase

2013 Budget 2014 Budget (Decrease)

Total FTEs
Expenses $ 150,000 | $ 150,000 | $

Inc(Dec) in Fixed Assets

Working Capital Requirement

Program Scope and Functional Description

SPP RE has a Manager of Enforcement and Legal who provides exclusive legal support to SPP
RE. The expenses related to the Manager of Enforcement and Legal are included in the
Compliance Enforcement and Organization Registration Program area. If SPP RE is required to
convene hearings under the Compliance Enforcement and Organization Registration program,
independent hearing officers may be utilized.

2014 Key Assumptions
e Estimated hearing costs are included to support one fully litigated hearing in 2014.

2014 Goals and Key Deliverables
e Provide hearing officer if SPP RE is required to convene hearings

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e The Legal and Regulatory costs are allocated to the five operational programs resulting in
zero funding requirements.
Personnel Expenses
e N/A

Meeting Expenses
e N/A

Operating Expenses
e N/A

Indirect Expenses
e N/A

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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Legal and Regulatory

Funding sources and related expenses for the general and administrative section of the 2014
business plan are shown in the table below.

Statement of Activities and Capital Expenditures

2013 Budget & Projection, and 2014 Budget

Legal and Regulatory

Variance Variance
2013 Projection 2014 Budget
2013 2013 v 2013 Budget 2014 v 2013 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding
SPP RE Funding

SPP RE Assessments $ - $ - $ - $ - $ -
Penalty Sanctions - - - - -
Total SPP RE Funding $ - $ - $ - $ - $ -

Membership Dues - - - - -
Federal Grants - - . - -
Senices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding (A) $ - $ - $ - $ - $ -

Expenses
Personnel Expenses
Salaries $ - $ - $ - $ - $ -
Payroll Taxes - - - - -
Benefits - - - - -
Retirement Costs - - - - -
Total Personnel Expenses $ - $ - $ - $ - $ B

Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel - - - - -
Conference Calls - - - - -
Total Meeting Expenses $ - $ - $ - $ - $ -

Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Senices 150,000 150,000 - 150,000 -
Miscellaneous - - - - -
Depreciation - - - - -

Total Operating Expenses $ 150,000 $ 150,000 $ - $ 150,000 $ -

Total Direct Expenses $ 150,000 $ 150,000 $ - $ 150,000 $ -
SPP Inc. Indirect Expenses $ - $ - $ - $ -

SPP RE Indirect Expenses $ (150,000) $ (150,000) $ (150,000) $ -

Other Non-Operating Expenses $ - $ - $ - $ - $ -

Total Expenses (B) $ - $ - $ - $ - $ -

Change in Assets $ - $ - $ - $ - $ -

Fixed Assets $ - $ - $ - $ - $ -
Depreciation - - - - -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -

Allocation of Fixed Assets - - - - -

Inc (Dec) in Fixed Assets (C) $ - $ - $ - $ - $ -

TOTAL BUDGET (=B + C) $ - $ - $ - $ - $ -

TOTAL CHANGE IN WORKING CAPITAL (=A-B-C)_$ - $ - $ - $ - $ -

FTEs 0.00 0.00 0.00 0.00 0.00
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Information Technology

Information Technology

(in whole dollars)
Increase

2013 Budget 2014 Budget (Decrease)

Total FTEs

Expenses

Inc(Dec) in Fixed Assets

Working Capital Requirement

Program Scope and Functional Description
The SPP Information Technology department provides resources for SPP RE to fulfill the
responsibilities of the RE Delegation Agreement.

2014 Key Assumptions
e The SPP Information Technology department continues to provide resources for SPP RE.

2014 Goals and Key Deliverables
e To provide adequate information technology support for SPP RE to fulfill the
responsibilities of the Regional Entity Delegation Agreement between SPP and NERC.

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e The costs for IT services to support all RE programs are accounted for within the SPP,
Inc. Indirect Expenses.

Personnel Expenses
e N/A

Meeting Expenses
e N/A

Operating Expenses
e N/A

Indirect Expenses
e N/A

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A

Human Resources
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Human Resources

(in whole dollars)
Increase

2013 Budget 2014 Budget (Decrease)

Total FTEs

Expenses $ - $ - $

Inc(Dec) in Fixed Assets

Working Capital Requirement

Program Scope and Functional Description
The SPP Human Resource department provides resources for SPP RE to fulfill the

responsibilities of the RE Delegation Agreement.

2014 Key Assumptions
e The SPP Human Resource department continues to provide resources for SPP RE.

2014 Goals and Key Deliverables
e To provide adequate human resource support for SPP RE to fulfill the responsibilities of
the Regional Entity Delegation Agreement between SPP and NERC.

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e The costs for human resource services to support all RE programs are accounted for
within the SPP, Inc. Indirect Expenses.

Personnel Expenses
e N/A

Meeting Expenses
e N/A

Operating Expenses
e N/A

Indirect Expenses
e N/A

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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Finance and Accounting

Accounting and Finance
(in whole dollars)

Increase
2013 Budget 2014 Budget (Decrease)
Total FTEs
Expenses $ - $ - $
Inc(Dec) in Fixed Assets $ - $ - $
Working Capital Requirement $ - $ - $

Program Scope and Functional Description
The SPP Accounting department provides resources for SPP RE to fulfill the responsibilities of
the RE Delegation Agreement.

2014 Key Assumptions
e The SPP Accounting department continues to provide resources for SPP RE.

2014 Goals and Key Deliverables
e To provide adequate accounting and finance support for SPP RE to fulfill the
responsibilities of the Regional Entity Delegation Agreement between SPP and NERC.

Funding Sources and Requirements — Explanation of Increase (Decrease)
Funding Sources (Other than ERO Assessments)

e The costs for accounting and finance services to support all RE programs are accounted
for within the SPP, Inc. Indirect Expenses, except for the expenses of the RE Manager of
Financial and Process Improvement, which are budgeted and recorded in General and
Administration.

Personnel Expenses

e N/A

Meeting Expenses
e N/A

Operating Expenses
e N/A

Indirect Expenses
e N/A

Other Non-Operating Expenses

e N/A
Fixed Asset Additions
e N/A
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Section B — Supplemental Financial Information

Reserve Balance

Table B-1
Working Capital Reserve Analysis 2013-2014
STATUTORY

Beginning Working Capital Reserve (Deficit), December 31, 2012 $ 4,789,385
Less Penalties Received 7/1/2012- 12/31/2012 (48,333)
Plus: 2013 SPP RE Funding (from LSEs or designees) 8,530,054
Plus: 2013 Other funding sources 0
Less: 2013 Projected expenses & capital expenditures (11,081,999)
Projected Working Capital Reserve (Deficit), December 31, 2013 2,189,107

Desired Working Capital Reserve, December 31, 2014 g $
Less: Projected Working Capital Reserve, December 31, 2013 (2,189,107)
Increase(decrease) in assessments to achieve desired Working Capital Reserve (2,189,107)
2014 Expenses and Capital Expenditures 11,805,360

"

Less: Penalty sanctions to be used as offset to 2014 assessments (452,333)
Less: Other Funding Sources 0
Adjustment to achieve desired Working Capital Reserve (2,189,107)
2014 SPP RE Assessment 9,163,920

B Represents collections on or prior to June 30, 2013. See page XX for full disclosure.

2 The SPP RE does not require a working capital reserve in that on a cash basis SPP, Inc. 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.

Explanation of Changes in Reserve Policy from Prior Years

There have not been any changes in the SPP RE Reserve Policy. SPP RE does not require
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.
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Breakdown by Statement of Activity Sections

The following detailed schedules are in support of Statement of Activities and Capital
Expenditures on page 8 of the 2014 RE Business Plan and Budget. All significant variances
have been disclosed by program in the preceding pages.

Penalty Sanctions

Penalty monies received prior to June 30, 2013 are to be used to offset assessments in the 2014
Budget, as documented in the NERC Policy - ACCOUNTING, FINANCIAL STATEMENT
AND BUDGETARY TREATMENT OF PENALTIES IMPOSED AND RECEIVED FOR
VIOLATIONS OF RELIABILITY STANDARD. Penalty monies received from July 1, 2013
through June 30, 2014 will be used to offset assessments in the 2014 Budget.

All penalties received prior to June 30, 2013 are detailed below, including the amount and date
received.

Allocation Method: Penalty sanctions received have been allocated to the following statutory
programs to reduce assessments: Reliability Standards; Compliance Monitoring & Enforcement
and Organization Registration & Certification; Reliability Assessments and Performance
Analysis; Training, Education and Operator Certification; and Situation Awareness and
Infrastructure Security. Penalty sanctions are allocated based upon the number of FTEs in the
Program divided by the aggregate total FTEs in the Programs receiving the allocation.
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Table B-2

Breakdown of Statement of Activities

Date Received

Amount
Received

Name of Entity

Entity 1 07/23/12 $ 9,000
Entity 2 09/06/12 $ 14,333
Entity 3 10/01/12 $ 8,000
Entity 4 11/16/12 $ 2,500
Entity 5 10/19/12 $ 2,500
Entity 6 11/28/12 $ 5,500
Entity 7 12/31/12 $ 25,000
Entity 8 01/04/13 $ 10,000
Entity 9 12/05/12 $ 5,000
Entity 10 12/21/12 $ 1,500
Entity 11 01/30/13 $ 6,000
Entity 12 01/18/13 $ 20,000
Entity 13 02/28/13 $ 153,000
Entity 14 02/28/13 $ 107,000
Entity 15 02/07/13 $ 60,000
Entity 16 02/19/13 $ 8,000
Entity 17 02/15/13 $ 15,000
Entity 18

Entity 19

Entity 20

Entity 21

Entity 22

Total Penalties Received $ 452,333

Approved by SPP RE Trustees: June XX, 2013 43





Section B — Supplemental Financial Information Breakdown of Statement of Activities

Supplemental Funding
Table B-3

Variance
Budget Projection Budget 2014 Budget v
2013 2013 2014 2013 Budget

Outside Funding Breakdown By Program

(excluding SPP RE Assessments & Penalty Sanctions)

Reliability Standards

$ $ $ $
Total $ - $ - $ - $
Compliance Monitoring, Enforcement & Org. Registration
$ $ $ $
Total $ - $ - $ - $
Reliability Assessment and Performance Analysis
$ $ $ $
Total $ - $ - $ - $
Training and Education
$ $ $ $
Total $ - $ - $ - $
Situation Awareness and Infrastructure Security
$ $ $ $
Total $ - $ - $ - $
Technical Committees and Member Forums
Total $ - $ - $ - $
General and Administrative
$ $ $ $
Total $ - $ - $ - $
Total Outside Funding $ - $ - $ - $

Explanation of Significant Variances — 2014 Budget versus 2013 Budget

SPP RE has not projected any interest income for 2014 because at the current market interest rate
any interest income would be minimal.
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Personnel Expenses

Personnel Expenses
Salaries
Salaries
Employment Agency Fees
Temporary Office Services
Total Salaries

Total Payroll Taxes

Benefits

Workers Compensation
Medical Insurance
Life-LTD-LTC Insurance
Education

Relocation

Total Benefits

Retirement

Discretionary 401k Contribution
Savings Plan

Total Retirement

Total Personnel Costs
FTEs
Cost per FTE
Salaries
Payroll Taxes
Benefits

Retirement

Total Cost per FTE

Breakdown of Statement of Activities

Table B-4
Variance
Budget Projection Budget 2014 Budget v
2013 2013 2014 2013 Budget Variance %

4,072,621 3,714,463 4,103,334 $ 30,713 0.8%
4,072,621 3,714,463 4,103,334 $ 30,713 0.8%
311,555 284,156 313,905 $ 2,350 0.8%

- - - $ -

230,564 269,421 276,284 45,720 19.8%
14,780 19,476 19,972 5,192 35.1%
30,980 35,706 36,616 5,636 18.2%

276,324 324,603 332,872 $ 56,548 20.5%

146,319 148,579 164,133 $ 17,814 12.2%

146,319 148,579 164,133 $ 17,814 12.2%

4,806,819 4,471,801 4,914,244 % 107,425 2.2%
29.67 32.85 34.25 4.58 15.4%

137,264 113,073 119,805 (17,459) -12.7%

10,501 8,650 9,165 (1,336) -12.7%
9,313 9,881 9,719 406 4.4%
4,932 4,523 4,792 (139) -2.8%

162,009 136,128 143,482 $ (18,528) -11.4%

Explanation of Significant Variances — 2014 Budget versus 2013 Budget

The increase in salaries is principally due to promotions, and a 3% budgeted merit pay increase
which were partially offset by the repurposing of the Executive Director of Compliance position
to the Director of Compliance and Events. The variances in benefits and retirement are due to
the change in salaries and an increase in the Health Care benefit costs (from $629 to $689 per

month per FTE).
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Consultants and Contracts
Table B-5

Variance

Budget Projection Budget 2014 Budget v Variance
Consultants 2013 2013 2014 2013 Budget %
Consultants
Reliability Standards $ - $ - $ - $ -
Compliance and Organization Registration and Certification 710,000 520,000 550,000 (160,000) -23%
Reliability Readiness Evaluation and Improvement - - - -
Reliability Assessment and Performance Analysis 498,000 370,000 400,000 (98,000) -20%

Training and Education
Situation Awareness and Infrastructure Security

Committee and Member Forums - - - -

General and Administrative 15,000 15,000 15,000 - 0%
Legal and Regulatory - - - -
Information Technology
Human Resources
Accounting and Finance

Consultants Total $ 1,223,000 $ 905,000 $ 965,000 $ (258,000) -21%
Variance
Budget Projection Budget 2013 Budget v Variance
Contracts 2012 2012 2013 2012 Budget %
Contracts
Reliability Standards $ - $ - $ - $ -
Compliance and Organization Registration and Certification 125,000 125,000 160,000 35,000 28%

Reliability Readiness Evaluation and Improvement
Reliability Assessment and Performance Analysis
Training and Education

Situation Awareness and Infrastructure Security
Committee and Member Forums
General and Administrative
Legal and Regulatory
Information Technology

Human Resources

Accounting and Finance

Contracts Total $ 125,000 $ 125,000 $ 160,000 $ 35,000 28%

Total Consulting and Contracts $ 1,348,000 $ 1,030,000 $ 1,125,000 $ (223,000) -17%

Explanation of Significant Variances — 2014 Budget versus 2013 Budget

The $223,150 decrease in consultant and contracts costs is primarily due the reduction in
budgeted consultant costs engaged to assist the SPP RE direct staff in the administration of its
CMEP and RAPA programs. An increase in its direct staff’s experience level coupled with
process improvement efficiencies, SPP RE has reduced its reliance on consultants.

Table B-6

Variance
2014 Budget
Budget Projection v 2013 Variance
Office Rent 2013 2013 Budget %

Office Rent $ - $ - $ - $ -
Utilities - - - -
Maintenance - - - -
Security - - - -
Total Office Rent $ - $ - $ - $ -

Explanation of Significant Variances — 2014 Budget versus 2013 Budget
This cost is included in the SPP, Inc. Indirect Expense rate.
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Table B-7
Variance
Projection Budget 2014 Budget v
Office Costs 2013 2014 2013 Budget Variance %
Telephone $ - $ - $ - $ -
Internet - - - -
Office Supplies 2,500 8,000 8,000 5,500

Computer Supplies and Maintenance -
Publications & Subscriptions - - - -
Dues - - - -
Postage - - - -
Express Shipping - - - -
Copying - - - -
Reports - -
Equipment Repair/Senice Contracts - -
Bank Charges - -
Taxes - -
Merchant Card Fees - -
Presentation & Publicity - -

Total Office Costs $ 2,500 $ 8,000 $ 8,000 $ 5,500

Explanation of Significant Variances — 2014 Budget versus 2013 Budget

Office Costs are included in the SPP, Inc. Indirect Expense rate. The $8,000 reflects the costs
for miscellaneous office supplies such as supplies needed for RE workshops and RE Trustee
meetings.

Table B-8
Variance
Budget Projection Budget 2014 Budget v
Professional Services 2013 2013 2014 2013 Budget Variance %
Independent Trustee Fees $ 143,000 $ 145,000 $ 145,000 $ 2,000 0.00%

Outside Legal 150,000 150,000 150,000 - 0.00%
Accounting & Auditing Fees - - -
Insurance Commercial - - -
Other 50,000 15,000 21,100 (28,900) 40.67%
Total Services $ 343,000 $ 310,000 $ 316,100 $ (26,900) 1.97%

Explanation of Significant Variances — 2014 Budget versus 2013 Budget
The $26,900 decrease in Professional Services costs is primarily due to the reduction auditor
training costs.
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Table B-9
Variance
Budget Projection Budget 2014 Budget v
Other Non-Operating Expenses 2013 2013 2014 2013 Budget Variance %

$ $ $ -

$ $ $ -

$ $ $ -

Total Non-Operating Expenses $ - $ - $ - $ -

Explanation of Significant Variances — 2014 Budget versus 2013 Budget
N/A
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2014 and 2015 and 2016 Projections
Table B-10

Statement of Activities and Capital Expenditures

2014 Budget & Projected 2015 and 2016 Budgets

% %
2014 2015 $ Change Change 2016 $ Change Change
Budget Projection 15v 14 15v 14 Projection 16 v 15 16 v 15
Funding
ERO Funding
ERO Assessments $ 9,163,920 $ 12,159,521 $ 2,995,601 32.69% $ 12,524,307 $ 364,786 2.9%
Penalty Sanctions 452,333 - (452,333) -100.00% - -
Total ERO Funding $ 9,616,253 $ 12,159,521 $ 2,543,268 26.4% $ 12,524,307 _$ 364,786 2.9%
Membership Dues - - - - -
Testing Fees - - - - -
Senvices & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding $ 9,616,253 $ 12,159,521 $ 2,543,268 26.4% $ 12,524,307 $ 364,786 3.0%
Expenses
Personnel Expenses
Salaries $ 4,103,334 $ 4,226,434 $ 123,100 3.0% $ 4,353,227 $ 126,793 3.0%
Payroll Taxes 313,905 323,322 9,417 3.0% 333,022 9,700 3.0%
Benefits 332,872 342,858 9,986 3.0% 353,144 10,286 3.0%
Retirement Costs 164,133 169,057 4,924 3.0% 174,129 5,072 3.0%
Total Personnel Expenses $ 4,914,244 $ 5,061,672 $ 147,427 3.0% $ 5,213,522 $ 151,850 3.0%
Meeting Expenses
Meetings $ 91,500 $ 94,245 $ 2,745 3.0% $ 97,072 2,827 3.0%
Travel 486,000 500,580 14,580 3.0% 515,597 15,017 3.0%
Conference Calls - - - - -
Total Meeting Expenses $ 577,500 $ 594,825 $ 17,325 3.0% $ 612,670 $ 17,845 3.0%
Operating Expenses
Consultants & Contracts $ 1,125,000 $ 1,158,750 33,750 3.0% $ 1,193,513 34,763 3.0%
Office Rent - - - - -
Office Costs 8,000 8,240 240 3.0% 8,487 247 3.0%
Professional Senices 316,100 325,583 9,483 3.0% 335,350 9,767 3.0%
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 1,449,100 $ 1,492,573 $ 43,473 3.0% $ 1,537,350 % 44,777 3.0%
Total Direct Expenses $ 6,940,844 $ 7,149,070 $ 208,225 3.0% $ 7,363,542 $ 214,472 3.0%
Indirect Expenses $ 4,864,516 $ 5,010,451 $ 145,935 3.0% $ 5,160,765 $ 150,314 3.0%
Other Non-Operating Expenses _$ - $ - $ - $ - -
Total Expenses $11,805,360 $ 12,159,521 $ 354,161 3.0% $ 12,524,307 364,786 3.0%
Change in Assets $ (2,189,107) $ - 3$ 2,189,107 -100.0% $ - $ -

Fixed Assets
Depreciation $ - $ - $ - $ - $ -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - N - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -

(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
TOTAL CHANGE IN NET ASSETS $ (2,189,107) $ - $ 2,189,107 -100.0% $ - $ - 0.0%
FTEs 34.25 34.25 0.00 0.0% 34.25 0.00 0.0%

Explanation of 2014 and 2015 and 2016Projections
At this time, SPP RE anticipates that material changes to its 2014 and 2015 budgets will be likely
be limited to inflationary costs adjustments and budgeted merit pay increases.
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Section C — 2014 Non-Statutory Business Plan and Budget

Non-Statutory Functional Scope

As discussed in the Introduction, SPP is one of nine FERC-approved Independent System
Operators/Regional Transmission Organizations (ISOs/RTOs). As an RTO, SPP helps ensure
reliable supplies of power, adequate transmission infrastructure, and competitive wholesale
prices of electricity. These activities are budgeted for separately from SPP RE and constitute the
non-statutory activities further described below.

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 5 million customers across nine states: Arkansas, Kansas, Louisiana,
Mississippi, Missouri, Nebraska, 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

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: SPP provides independent administration of the Open Access

Transmission Tariff that offers 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.
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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. °

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 2014 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. Because the 2014 SPP budget is not yet available, SPP is providing its
Commission-approved 2013 budget and its 2012 actual results on the following table:

® See Sw. Power Pool, Inc., 109 FERC 1 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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[Insert SPP, Inc. Budget]
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Section D — Consolidated Statement of Activities by Program, Statutory and Non-Statutory

Section D 2014 Consolidated Statement of Activities by Program, Statutory and Non-Statutory
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Functions in Dele

ation Agreement

Statement of Acti

es and Capital

Non-
Statutory

Compliance and
Organization
Registration and

Reliability Assessment
Performance

Training and

Situation Awareness
and Infrastructure

Non-Statutory Functions

Expenditures by Program Reliability Standards | Certification (Section Analysis Education (Section Security Committee and General and Information Accounting and
2014 Budget Total Statutory Total | Total Statutory Total (Section 300) 400 & 500) (Section 800) 900) (Section 1000) Member Forums i Legal and Regulatory Technolog Human R Finance Non-Statutory Total
Funding
SPP RE Funding
SPP RE Assessments 9,163,920 9,163,920 - 9,163,920 74,372 8,189,225 2,788,876 258,016 42,538 - (2,189,107) - - -
Penalty 452,333 452,333 - 452,333 3,636 325,069 103,629 18,181 1,818 - - - - -
Total SPP RE Funding 9,616,253 9,616,253 - 9,616,253 78,008 8,514,294 2,892,505 276,197 44,356 - (2,189,107) - - -
Non-statutory Funding - - - - - - - - - - - - - -
Federal Grants - - - - - - - - - - - - - -
Services & Software - - - - - - - - - - - - - -
Workshops - - - - - - - - - - - - - -
Interest - - - - - - - - - - - - - -
Miscellaneous - - - - - - - - - - - - - -
Total Funding 9,616,253 9,616,253 - 9,616,253 78,008 8,514,294 2,892,505 276,197 44,356 - (2,189,107) - - -
Expenses
Personnel Expenses
Salaries 4,103,334 4,103,334 - 4,103,334 28,372 2,680,693 835,786 - 18,006 - 540,477 - - -
Payroll Taxes 313,905 313,905 - 313,905 2,170 205,073 63,938 - 1,377 - 41,346 - - -
Benefits 332,872 332,872 - 332,872 2,067 224,790 61,910 - 1,034 - 43,072 - - -
Retirement Costs 164,133 164,133 - 164,133 1,135 107,228 33,431 - 720 - 21,619 - - -
Total Personnel Expenses 4,914,244 4,914,244 - 4,914,244 33,744 3,217,784 995,065 - 21,137 - 646,515 - - -
Meeting Expenses
Meetings 91,500 91,500 - 91,500 - 6,500 - 60,000 - - 25,000 - - -
Travel 486,000 486,000 - 486,000 - 310,000 100,000 13,000 - - 63,000 - - -
Conference Calls - - - - - - - - - - - - - -
Total Meeting Expenses 577,500 577,500 - 577,500 - 316,500 100,000 73,000 - - 88,000 - - -
Operating Expenses
Consultants & Contracts 1,125,000 1,125,000 - 1,125,000 - 710,000 400,000 - - - 15,000 - - -
Office Rent - - - - - - - - - - - - - -
Office Costs 8,000 8,000 - 8,000 - - - - - - 8,000 - - -
Professional Services 316,100 316,100 - 316,100 - - - 5,000 - - 161,100 150,000 - -
Miscellaneous - - - - - - - - - - - - - -
Depreciation - - - - - - - - - - - - - -
Total Operating Expenses 1,449,100 1,449,100 - 1,449,100 - 710,000 400,000 5,000 - - 184,100 150,000 - -
Total Direct 6,940,844 6,940,844 - 6,940,844 33,744 4,244,284 1,495,065 78,000 21,137 - 918,615 150,000 - -
SPP Inc. Indirect Expenses 4,864,516 4,864,516 - 4,864,516 35,664 3,188,326 1,016,413 178,318 17,832 - 427,963 - - -
SPP RE Indirect Expenses () ©) - ) 8,600 1,081,684 381,027 19,879 5,387 - (1,346,578) (150,000) - -
Total Indirect 4,864,516 4,864,516 - 4,864,516 44,264 4,270,010 1,397,440 198,197 23,219 - (918,615) (150,000) - -
Other Non-Operating - - - - - - - - - - - - - -
Total Expenses 11,805,360 11,805,360 - 11,805,360 78,008 8,514,294 2,892,505 276,197 44,356 - - - - -
Change in Assets (2,189,107) (2,189,107) - (2,189,107) - - - - - - (2,189,107) - - -
Fixed Assets
Depreciation - - - - - - - Z - - - Z - -
Computer & Software CapEx - - - - - - - - - - - - - -
Furniture & Fixtures CapEx - - - - - - - - - - - - - -
Equipment CapEx - - - - - - - - - - - - - -
Leasehold - - - - - - - - - - - - - -
(Inc)Dec in Fixed Assets - - - - - - - - - - - - - -
Allocation of Fixed Assets - - - - - - = = = = - = = =
Change in Fixed Assets - - - - - - - - - - - - - -
TOTAL CHANGE IN NET ASSETS (2,189,107) (2,189,107) - (2,189,107) - - - - - - (2,189,107) - - -
FTEs 34.1 34.1 - 34.10 0.25 22.35 7.13 1.25 0.13 - 3.00 - - -
Percentage of FTEs 100% 0.7% 65.5% 20.9% 3.7% 0.4% 0.0% 8.8% 0.0% 0.0% o
Percentage of Functional Program FTEs 100% 0.8% 71.9% 22.9% 4.0% 0.4% 0.0% 0.0% 0.0% 0.0%
Percentage of Functional Program Direct Expenses 100% 0.6% 72.3% 25.5% 1.3% 0.4% 0.0% 0.0% 0.0% 0.0%
Indirect Cost Allocation
SPP Inc. Indirect Costs 4,864,516 4,864,516 - 4,864,516 35,664 3,188,326 1,016,413 178,318 17,832 - 427,963 - = -
SPP RE Indirect Costs 1,496,578 1,496,578 - 1,496,578 8,600 1,081,684 381,027 19,879 5,387 = - - -
Total Indirect Costs 6,361,094 6,361,094 - 6,361,094 44,264 4,270,010 1,397,440 198,197 23,219 - 427,963 - - -
Fixed Assets Allocation - - - -
Penalty Sactions Allocation 452,333 452,333 - 452,333 3,636 325,069 103,629 18,181 1,818 - - - -

Approved by SPP RE Trustees: June XX, 2013
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Section E — Calculation of SPP, Inc. Indirect Expense Rate

Section E

CALCULATION OF THE SPP INC. INDIRECT EXPENSE RATE"

Overhead Costs to

Support Groups? Allocate
Administration $ 15,747,334 *
Officers 6,027,900 **
Accounting 1,202,155
SPP Compliance- Physical Security 343,273
Human Resources 2,666,116
Customer Services 578,985
Legal 1,310,727
Communications 397,133
Information Technology 17,235,217
Total Costs $ 45,508,840 A

Non-Support Resource Groups

Ending 2011 Headcounts 319

Average Work Hours/FTE in 2011 1880

# of Work Hours in 2012 599,720 B
2012 Indirect Overhead Expense Rate Rate (A/B) $ 75.88
Times Budgeted SPP RE FTEs 34.10
Times Average Work Hours/FTE 1,880
Budgeted SPP Inc. Indirect Costs $ 4,864,515

'Due to the timing of the budget process/schedule, the estimated overhead rate for 2014 is based on
actual 2012 costs. Any variance between the estimated overhead rate and the actual 2014
overhead rate will be included in the annual 2014 Business Plan and Budget true-up filing.

2 The senices provided by these support groups are separate and distinct from the senices provided
by SPP RE direct staff and consultants and contractors.

* Does not include FERC Pass-Thru Fees and depreciation of market and transmission assets.
** Does not include costs for executives performing delegated functions.
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1. High Impact

Accept MP or issue NAVAPS at avg. of <= 105 days

Current Avg. Days =
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105-120

6. Documentation Close Out

Close Out 75% of all Closed Violations.

750

SPP RE Metrics Reporting As of March 31, 2013

2. Maintain Caseload

Maintain a one year caseload

3. Mit. Accept/Reject

Yr. Passed

Caseload
Complete

11%

7. Publish Off-Site Audit

Publish Off-site w/in 55 days

% of year passed based on 75% target
% of closed violations closed out

% of violations
Closed Out to Date

75% Target

36.55%

75%

12. Reduce Cash Costs

10 % reduction below estimated audit costs

SRS -10% < X < -5% x <= -10%

Current Percentage of Estimated Costs based on All
Reported Costs:

Current Success Rate:

18.75%
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Current Avg. Days =
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0-55
55'
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90 % success rate or greater over rolling 4 quarter avg.
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‘\\. 3
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8. Publish On-Site Audit

Publish On-site w/in 75 days
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NERC Operating Committee
Report to the SPP Regional Entity Trustee
April 29, 2013

Jim Useldinger, Kansas City Power & Light

Activity Update

A regular meeting of the NERC Operating Committee (OC) was held on March 5-6, 2013, in Albuquerque,
New Mexico.

OC meeting highlights:

Accepted the Reliability Guideline: Winter Weather Readiness — Current Industry Practices, as
developed by the OC. Final review incorporated industry comments from posted draft
document. Statements worded with “should” in most cases. Attachment 1 of the document
contains “Elements of a Winter Weather Preparation Procedure.”

On a related item, the OC will develop comments on the revised Cold Weather Preparedness
SAR. The SAR Drafting Team has proposed revisions to EOP-001 that include expanding
applicability to include GOs, inserting a new requirement R7 for the GO to have an extreme
winter weather preparation plan. SAR will be posted to industry comment.

Endorsed the work of Geomagnetic Disturbance Phase 2 Task Force. Phase 2 activities will
emphasize efforts to develop transmission and generator operator operating procedure
templates. These templates identify actions to consider to address internal or external
indications of GMD events.

Operations Reliability Subcommittee reported they are developing a report of its findings and
conclusions focusing on the use of real-time contingency analysis (RTCA) in use by RCs, BAs, and
TOPs. This activity was a result of recommendations identified in the Southwest Outage Report.

Resources Subcommittee reported they are reviewing a proposal to have all Balancing
Authorities (BAs) in each Interconnection share their Net Interchange Actual and Net
Interchange Scheduled with a reliability coordinator within that Interconnection. The RC would
develop an error-checking matrix that could be reviewed if frequency was significantly off-
schedule and the underlying cause is not known. The matrix could also be used if a BAs EMS
were down as it would provide an alternate ACE calculation for the impacted RC and RCs in the
Eastern and Western Interconnection. The OC directed the ORS to find volunteer RCs in the
Eastern and Western Interconnection to create proposed procedures and solutions that would
create an error checking matrix of BA interchange data for their respective interconnections.

Tom Burgess, VP and Director of Reliability Assessment and Performance Analysis, reviewed the
2013-2016 ERO Strategic Plan. The OC will develop and submit comments to NERC.





e OC Chair Tom Bowe led a discussion and review of the OC Strategic Plan. The OC formulated 5
goals to emphasize: 1) To strive for reliability excellence by prioritizing NERC reliability
standards, 2) Utilization of the Event Analysis Processes to become aware of lessons learned to
improve reliability operation of the BES, 3) Review the impact of Operations on protection
schemes and changes of protection schemes on Operations, 4) Improve the depth of NERC
reports in include operations perspectives, 5) Investigate generation resource mix and identify
potential improvements in operations associated with integration of new resources.

e OC will review and develop comments on the Gas/Electric Dependencies Phase 2 Report. The
report is expected to address 1) the vulnerabilities that can affect bulk powe3r system reliability,
2) ways to minimize those vulnerabilities, and 3) approaches where coordinated inter-industry
activities could provide enhanced system reliability and improve efficiency.

e OC reviewed the revised MISO Reliability Plan. The Plan had not been reviewed by the SERC OC
and the NERC ORS Executive Committee at the time of the meeting so the OC deferred action on
the Plan until these groups had time for their review. The OC scheduled a webinar to further
discuss the Plan on March 22 after the SERC OC and NERC ORS Executive Committee completed
their review. At the March 22 meeting, the OC motion to approve the revised MISO Reliability
Plan failed to pass. Many of the NO votes pointed to the need for additional coordination
studies between MISO and impacting neighboring RCs and BAs. The NERC OC has scheduled a
special meeting on May 15-16 where MISO will present these additional study and analysis
results, and review congestion management, enhanced day ahead coordination, and enhanced
real time processes. The NERC OC will reconsider the revised MISO Reliability Plan at its June
regular meeting.

Next Meeting

The next meeting of the Operating Committee will be on June 11-12, 2013 in Atlanta, Georgia.






NERC Interchange Subcommittee
SPP RE Trustees Update

April 2013

Submitted by: Jeremy West, Entergy

Executive Summary:

The NERC Interchange Subcommittee has been dormant since 2012, but NERC is resuming the
Coordinate Interchange Standards Drafting Team this year. The main points which the drafting team
plans to address are:

FERC Paragraph 81 compliance in the INT standards

Coverage of issued FERC directives that impact the INT standards

Revisiting the changes made in the original drafting team efforts and finalizing necessary
standards changes to address industry concerns

New INT standards for Dynamic Transfers and electronic and backup Interchange capabilities

The future efforts of the CISDT are:

Details:

Webinar to industry for Q&A on standards changes May 8, 2013
Meeting at MISO in Carmel, Indiana, on May 8-10, 2013

Issuing revised standards for ballot in June 2013

Future meetings to address comments

NERC Board of Trustees consideration in November 2013

The NERC Interchange Subcommittee (IS) has not met in person since February 2012. However, several
NERC IS members, in conjunction with members of the NAESB Joint Electric Scheduling Subcommittee
(JESS) and other industry experts, are participants on a drafting team. Project 2008-12, Coordinate
Interchange Standards Drafting Team (CISDT), was shelved in 2011 due to NERC prioritizing other
projects with higher priority. This project is now being resumed to address needed changes to the NERC
INT standards.

The CISDT met April 16-18, 2013, at NERC Headquarters in Atlanta, Georgia. The following agenda items
were covered during that meeting:

1. Overview of Standards Development Process

NERC staff delivered a presentation providing an overview of the standards development
process. NERC introduced to the drafting team the Five-Year Review Template, which requires
the CISDT to review all standards with consideration for FERC directives, Paragraph 81 criteria,
stakeholder concerns, requests for clarity, and other factors.





2.

4.

5.

Review Project Timeline

NERC staff reviewed the history of this project and the delay of two and a half years due to
higher priority projects. NERC staff explained the NERC Board of Trustees’ desire for expediency
on current projects. NERC staff also explained that the goal of current drafting team efforts is to
achieve industry consensus quickly through informal outreach prior to posting the revised
standards. The current schedule for the standards developed by the CISDT is to post for initial
ballot in June 2013 with NERC Board consideration in November 2013.

Paragraph 81 Review of CISDT Efforts

NERC staff discussed Paragraph 81 principles and their application to the CISDT work. Paragraph
81, issued in a March 2012 FERC Order on NERC’s Find, Fix, and Track process, requires
modification or retirement of NERC Reliability Standards requirements that "provide little
protection to the reliable operations of the BES", are redundant or unnecessary, or whose
modification and/or retirement increase the efficiency of the NERC ERO compliance programs.
The CISDT analyzed all the standards based on the Paragraph 81 criteria and revised or retired
some requirements. The Paragraph 81 effort also received industry comments on some of the
applicable standards. Suggestions included removing all PSE designations from the standards,
the commercial nature of many requirements within the standards, and a suggestion to retire all
INT standards and transfer any remaining reliability requirements to the BAL standards.

Addressing FERC Directives
FERC had issued two directives that impacted the efforts of the CISDT:

a. FERCissued a directive that required intra-Balancing Authority transactions to be
submitted in a manner similar to other Interchange. The CISDT created a new NERC
standard to address this directive. This new standard also supported requests made
from the NAESB perspective.

b. FERC issued a directive that the TOP and RC Functional Model entities should have
responsibilities tied to Interchange. The CISDT plans to modify language in existing
NERC definitions, the TOP standards, and the IRO standards to address this FERC request
rather than creating new INT standards requirements.

Modification of the INT Standards
The CISDT reviewed the previous efforts in modifying the NERC INT standards. The CISDT
project originally:

e revised the INT standards,

e posted those modified standards for comment to the industry,

e received comments from the industry, and

¢ made asecond revision of the standards based on industry feedback





The CISDT revisited their prior efforts and confirmed the validity of those changes. The INT
standards previously had standalone standards for each step in the Interchange process with
lots of duplication, but the INT standards have been cleaned up for simplification. This cleanup
included moving the timing tables for processing Interchange to one INT standard (INT-006).
Requirements tied to the timing around distribution of Interchange messages was modified so
that no violations occur if the supporting software does not meet the timing requirements but
has no reliability consequences. Finally, the original INT standards changes had added
requirements around the electronic capabilities and backups needed to participate in
Interchange, but the CISDT modified those standards and plans to move some of those concepts
into the guideline section of the INT standards.

Dynamic Transfers

The CISDT drafted two new INT standards to address the implementation of Dynamic Schedules
(INT-013) and Pseudo-Ties (INT-014). Additionally, the CISDT modified INT-004 to apply to both
types of Dynamic Transfers so that Pseudo-ties have the same requirements as Dynamic
Schedules in terms of congestion management.

Future Efforts
The CISDT plans to meet May 8-10, 2013 at MISO in Carmel, Indiana.

The CISDT plans to hold an industry webinar on Wednesday, May 8" to discuss the proposed
standards changes. This webinar provides an excellent forum for SPP members to bring any
concerns related to Interchange and/or the INT standards to the attention of the Coordinate
Interchange Standards Drafting Team.






NERC Critical Infrastructure Protection Committee (CIPC)

Report to Southwest Power Pool Regional Entity Trustees
Submitted by Robert McClanahan, Chair, SPP Critical Infrastructure Protection WG
April 21,2013

NERC CIPC Meeting

> The NERC CIPC held its quarterly meeting in Albuquerque, NM on March 5-6, 2013. The materials for
this meeting can be found at:

0 Agenda: http://www.nerc.com/docs/cip/CIPC Package December 1213 2012 Final.pdf

O Presentations: http://www.nerc.com/docs/cip/Presentations March 2013 CIPC Meeting.zip

0 Draft Minutes: http://www.nerc.com/docs/cip/CIPC March 5 6 2013 Posting Final.pdf

» Corporate Risk Solutions, Inc. hosted a physical security workshop for CIPC Members and Alternates
prior to the CIPC meeting.

» Chuck Abell, CIPC Chair, discussed several items of interest to CIPC.

0 He noted that he is pleased with the quantity of work product that was accomplished by CIPC in
2012, but feels that more could have been done. The level of participation in CIPC Task Forces
and Working Groups had improved over past years.

0 The CIPC Charter is currently under review and potential changes are in the works. The charter
will undergo legal review before approval.

O Based on the percentage of Net Energy for Load (NEL) for Canadian entities, those entities are
under-represented on CIPC. The Canadian Electricity Association (CEA) will nominate two
additional voting Members to CIPC, bringing the total Canadian representation to four.

0 The Electric Sector Coordinating Council (ESCC) conducted closed and open conference calls on
January 24", (Closed and open calls were also held on April 18”‘.)

» Matt Blizard, Director of NERC'’s Critical Infrastructure Protection Division, discussed NERC’s
strategic goals for 2013-2016 and how they intersect with CIPC’s efforts.

0 NERC has a goal of conducting 10-12 cyber risk preparedness assessments (CRPA) in 2013.
0 NERC has a goal of conducting 25 sufficiency reviews (SRP) in 2014.

0 NERCis participating in the Electric Sector Public Private Partnership (ES3P) with DOD related to
national security facilities.

> Nathan Mitchell of APPA provided an overview of the recent Executive Order (EO), signed by
President Obama and its impact on CIPC work product. The EO is intended to:

O Promote information sharing between the Federal Government and owners/operators of critical
infrastructure.

O Expand the Enhanced Cybersecurity Services program beyond the Defense Industrial Base (DIB)
and into the critical infrastructures.

0 Identify Critical Infrastructure owners/operators/assets by July 12, 2013.
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0 FERC -report to POTUS on sufficiency of existing regulations by January 10, 2014; request for
additional authority to address cyber risk by May 13, 2014; report to OMB any ineffective,
conflicting or excessively burdensome requirements by February 12, 2015.

Mr. Mitchell also provided an overview of the current state of cyber legislation in the Congress.

0 The Rogers-Ruppersberger Cybersecurity Bill is very similar to the 2011 Cyber Intelligence
Sharing and Protection Act (CISPA). The bill has reported out of committee and is waiting to be
introduced on the floor. There is no complimentary bill on the Senate side.

O GRID Act passed the House in 2012, but had no corresponding Senate bill. Has not been
reintroduced in this Congress.

0 Waxman and Markey sent a letter to numerous electric utilities asking highly-sensitive questions
related to critical infrastructure and cyber security. The letter was not coordinated with industry
and provided no assurance that the answers to these questions would be protected from public
disclosure. Most utilities opted not to respond to the request. A copy of this letter is attached
below.

0 Securing America’s Future: The Cybersecurity Act of 2012 failed to pass the Senate. Has not
been reintroduced.

Jim Brenton, CIPC Vice Chair, provided an update on the NERC Reliability Issues Steering Committee
(RISC), which is working on strategic efforts to sustain reliability. RISC is prioritizing the issues that
are before them.

O The high priority items are: Cyber Attack, Workforce Capability/Human Error, Protection
Systems, Monitoring & Situational Awareness.

0 The medium priority items are: Operational Modeling, Equipment Maintenance and
Management, Coordinated Attack, Generator Availability, Increased Dependencies on Natural
Gas.

O Many other issues are currently rated low priority, including: GMD/EMP, Climate Change,
Pandemic, Extreme Weather/Acts of Nature, SmartGrid. These will be monitored and
periodically reviewed.

Stuart Brindley, contractor for NERC, provided an update on the final steps in the HILF project.

Stephen Diebold, Chair of the Electric Sector Information Sharing Task Force (ESISTF), provided an
update on the efforts of the Task Force.

O The task force’s report is nearing completion and should be available in draft form for the ESCC’s
face-to-face meeting on April 18",

Nathan Mitchell, CIPC Vice Chair, chairs the Personnel Security Clearance Task Force (PSCTF). With
the issuance of the Executive Order, which highlights the need for security clearances, the efforts of
the group to develop a model for management of security clearances within the industry have been
accelerated. The PSCTF draft report has been circulated to CIPC for comment.

Mike Mertz reported on the progress of the BES Security Metrics Task Force.

Paul Crist, Chair of the Compliance and Enforcement Input Working Group (CEIWG), provided an
update on the work by the group.
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0 The group is currently addressing industry concerns related to CAR-005 and the numerous
violations that have been seen as a result of that CAR being used for compliance — even though
CARs were said not to be used for compliance.

0 The group is working with NERC to identify how CARs are developed, if they can be modified,
what could be done to withdraw one.

» Mark Engels, Chair of the Attack Tree Task Force, provided an update of the efforts of his group.

0 The TFis currently identifying systems and sub-systems within generation and control centers
that could negatively impact the grid within three hours.

0 The TF will be participating in training on attach tree analysis software, which will aid in the
development of a plan to address.

» Mr. Engels, Chair of the CSSWG, recommended that the existing CIPC cyber security guidelines be
retired, given that there is no electric sector-specific information contained within them. In their
place, the WG has created an authoritative list of other resources that provide more detailed
information than the existing guidelines. CIPC approved the retirement of the following guidelines.

0 Business Network Electronic Connectivity

Control System Cyber Security Incident Response Planning version 1.0
Cyber Response version 3.0

Threat and Incident Reporting Guideline

Access Controls

Intrusion Detection

IT Firewall

Risk Management

Patch Management for Control Systems

O O O 0O 0o o o o o

Securing Remote Access to Electronic Control and Protection Systems
» Mark Child provided an update on the Cyber Security Events Analysis Working Group.

» John Breckenridge, Chair of the Physical Security Response Guideline Task Force, discussed the work
in progress to develop the guideline. The group is currently researching the new DHS threat level.

» Marc Child discussed the efforts of the Cyber Training Working Group. CIPC approved the combining
of the Cyber and Physical Training Working Groups.

» Tim Conway and Brian Harrell presented on the Grid Exercise Il and Grid Security Conference. NERC
and the TF have reviewed proposals from five contractors to conduct the exercise. Booz Allen
Hamilton was chosen to lead the exercise, which is scheduled for November 13-14, 2013. The
exercise plans to engage individual organizations’ response plans.

O NOTE: The SPP CIPWG is planning to develop a regional plan to allow SPP Member Companies to
participate in both the National and a Regional exercise simultaneously.

» GridSecCon 2013 will be held on October 15-17, 2013 in Jacksonville, FL. The first day will be a full-
day of training on cyber and physical security topics. Days 2-3 will be a workshop on current
security-focused issues.
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Fred Hintermister, NERC CIP and Cybersecurity Specialist, provided an overview of the ES-ISAC’s
mission and future goals.

Tim Roxey, NERC Chief Cyber Security Officer, provided an overview of recent attacks and threats
against critical infrastructure.

Steve Noess of NERC provided an overview of current and active interpretation requests on the CIP
standards.

Michael Assante of the National Board of Information Security Examiners (NBISE) provided an
overview of the Secure Power Systems Professional (SPSP) workforce development program. NSBIE
is working to identify critical cyber security roles in the electric industry and mapping them to
certifications and training opportunities that are currently available. The goal of the effort is to
identify a development roadmap for creating the security-trained professionals that will be required
in the industry going forward.

Dave Norton of FERC provided a report on FERC activities. FERC’s Office of Energy Infrastructure
Security (OEIS), McClelland’s new group, will have nothing to do with standards and compliance, but
will focus on industry interaction and outreach. The existing Office of Electric Reliability (OER) will
retain focus on compliance, audits, NOPRs, etc.

CIPC Meeting Schedule for 2013:

0 June 11-12 in Atlanta, GA

0 September 17-18 in Denver, CO
0 December 10-11 in Atlanta, GA
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NERC Planning Committee
March 5-6, 2013
SPP RET April 2013 Update Report

Definition of Bulk Electric System Technical Justification Report

The report was discussed with the final recommendations based on the final conclusions
approved at the December meeting. The approved recommendations continue to use the various
thresholds included in the new BES definition. The BES drafting team had requested that the PC
develop technical justifications for various thresholds. These approved thresholds are:

o0 Inclusion of all transmission facilities at or above 100 kV

0 20 MVA unit /75 MVA plant threshold for generators

o 0 MVAr reactive power threshold for reactive devices

0 Local network load shall not exceed 300 MW.

Upon completion of discussion the report was approved unanimously.

Standards Committee Request for Research: Project 2010-05.2 Special Protection System
(SPS)/Remedial Action Scheme (RAS) Reference Document/Report

Specific recommendations from the report:
e Revise the SPS definition to provide specificity and clarity
e Assign responsibility to appropriate Functional Model entities
e Establish uniform continent-wide requirements for:
0 Review and approval of new or modified SPS
Annual assessment of SPS in transmission planning assessments
Expanded periodic assessments of SPS and other protection systems
Documentation, data submittals, and databases
Analysis and reporting of SPS misoperations
Monitoring and providing real-time status to operators
o Disturbance monitoring equipment to support analysis of SPS operation
e Establish new maintenance and testing requirements to address
o Complexity of SPS
0 Non-protection system components used in SPS
e A revised definition will provide greater clarity to ensure that all SPS are properly
identified in a uniform manner
e A continent-wide review process will improve coordination of all identified SPS with
other SPS, UFLS, UVLS, and protection systems

O O0O0O0O0

The report was approved unanimously by the PC.

Standards Committee Request for Research: Project 2012-04 Protection System
Commissioning and Testing White Paper

e The report concludes that establishing a goal to Require the creation and
implementation of commissioning testing practices will increase burden on entities
without a commensurate reliability benefit. The report recommends a more beneficial
goal would be to Improve existing commissioning practices through:
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0 analysis of protection system misoperations,

0 sharing of lessons learned

o0 development of an industry reference document on protection system
commissioning practices

e The recommends a combination of reactive and proactive actions that will assist entities
in improving their existing commissioning practices and will alert entities regarding
emerging issues related to new protection system equipment.

0 The SPCS should draft a Lessons Learned document related to the proper
verification of AC quantities as part of protection system commissioning.

0 NERC should continue to use the Lessons Learned process to provide feedback so
that industry is alerted of issues identified by entities through analysis of
protection system misoperations and the event analysis process.

0 Development of an Industry Reference Document on Protection System
Commissioning Practices

The report was approved unanimously by the PC.

GMDTF: System Operating Procedures
e GMD Operating Procedures templates for Reliability coordinators and Transmission
operators developed by the GMDTF were approved
e Templates will be posted to the GMD Task Force webpage

Protection System Misoperations Task Force Update on the final report

Key Observations from the report

e The Regions have identified incorrect settings/logic/design errors, relay
failures/malfunctions, and communication failures as being the most prevalent causes of
misoperations

e Approximately 94% of misoperations in the study period resulted in unnecessary trips.

0 Only 6% resulted in a failure to trip or slow trip.

e Applications requiring coordination of functionally different relay elements should be
avoided. This has been the cause of numerous misoperations

e Misoperations due to general setting errors can potentially be reduced by

0 By increasing peer reviews

O increased training

O more extensive fault studies

o standard templates for setting standard schemes using complex relays

o periodic review of existing settings when there is a change in system topography.

e Protection Function misoperations are engineering errors in general protection
applications, and are common to all three relay technologies (microprocessor,
electromechanical, and solid state analog).
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e The misoperations associated with Relay Settings - Logic are strongly correlated with
microprocessor based relays.

Based on discussion it was recommended that a stronger set of conclusions was need before the
report could be approved. The linkage between this report and the Annual State of Reliability
Report was noted and the conclusion was that the Annual Report is relying on the misoperation
data for its completion. The report was approved by email ballot in April.

Demand Response Availability Report

Observations from the report:
e Demand response is an important component in the overall portfolio of resources
required to reliably meet the increasing demands for electricity in North America
o Evaluate its benefits and impact on reliability
0 Quantify the performance
e Need better measurement and verification techniques
0 Measure and track actual availability under various system conditions
Recommendations
e Approve the “2011 Demand Response Availability” report
o Further segment data by key attributes
Measure ramp and ramp down characteristics
Develop glossary document
Trend seasonal performance

O OO

After discussion the report was approved.

Modeling Validation Working Group (MVWG) Scope revision to Modeling Working
Group

Reasons for the scope modification
e Expand the scope of the working group — validation was too restrictive
e Address ongoing efforts to improve modeling
e Work toward a library of standardized, validated models for new equipment
e Foster industry move toward breaker-node based modeling
e Improve load modeling to reflect rapidly changing characteristics of load, e.g., FIDVR
lessons learned

Upon discussion the modified the scope was approved.
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The ERO Enterprise Strategic Plan,

The plan was presented to the PC and spans four goal areas
1. Standards
o Goal
o0 Develop clear, reasonable and technically sound standards
e Objectives
o Standards timely, clear and responsive
o0 Standards practical and cost effective
2. Compliance, Registration and Certification
e Goals
o0 Strong enforcement authority - objective and fair
0 Culture of compliance addresses reliability risks
e Objectives
o Entities registered commensurate with risk
0 Industry accountable for violations
0 Industry has procedures/programs
o Compliance objectives met by industry
3. Risks to Reliability
e Goals
o Identify most significant risks
0 Accountable for mitigating risks
0 Culture of reliability excellence
e Objectives
0 Risks identified and prioritized
o Events analyzed and industry informed
o ERO tracking industry accountability
0 Industry addressing security vulnerabilities and threats
o0 Information shared
4. Coordination and Collaboration
e Goals
0 Acquire and retain quality staff
o0 Qualifications for key ERO positions
0 Secure, reliable infrastructure
o Effective internal risk management and controls
e Measures
o Favorable trending
Key position qualifications achieved
Infrastructure project milestones met
No material findings
Consistency across enterprise

O O0OO0Oo
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The NERC BES Exception Process utilizing the Project Management Office structure was
reviewed with the PC. The purposes of the program were highlighted as:

Provide clarity and certainty of the BES determination mechanism

Address regulatory obligations and requirements

Methodical and orderly exception processes on a consistent basis across the regions and
within NERC

Provides for effective and simple process linkages

Project management focus for implementation

Schedule for implementation, culminating with a July 2013 “go live “ date and testing in
advance
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2013 Outreach Report

April 22

Videos:

e Posted two new videos posted to video training webpage:

o Event Analysis — An Entity’s Perspective
o0 Compliance Education at My Organization panel

e 463 “plays” this year for all videos

Webinars:

e 100 registrants for March 22 webinar on Misoperations Reporting in webhCDMS — FAQ also provided to
registrants

o 47 registrants for April 18 webinar on How to Use the EFT Server
e Scheduled June 27 webinar on EOP-003 and PRC-006 Effective 10/1/13

Website:
e Added links to all training videos from Qutreach page
e Added webpage for CIP Workshop

Workshops:
e 120 stakeholders registered to-date for May 21-21 CIP workshop

¢ Holding conference calls and practice sessions for presentations; finalizing logistics

March 18

March Newsletter:

Equipment in New Protection System Definition Must be Included in Maintenance/Testing Program by 4/1/13
Need More Info on EFT Server? Join April 18 Webinar

May 9 Webinar on Long Term Reliability Assessment

CIP V4 Compliance Guidance

Are you Accurately Completing your Self-Certification?

Missed the Spring Workshop? Get presentations, handouts, FAQs, & videos
Mar. webCDMS Tip — Purchasing Additional webCDMS Digital Certificates
Slides Posted: 2013 Summer Assessment and Misoperations webCDMS Module
Reminder re: Q1 Reporting Deadlines

FERC Approves FAC-003-2 - Transmission Vegetation Management
Reliability Assurance Initiative — All Concept White Papers Now Posted

CAN: s to be Phased Out



http://vimeopro.com/sppre/basics

http://vimeopro.com/sppre/basics#/video/61729756

http://vimeopro.com/sppre/basics#/video/61729756

http://vimeopro.com/sppre/basics#/video/61676461

http://www.spp.org/publications/Misoperation_webCDMS_webinar3-22-13.pdf

http://www.spp.org/publications/webCDMSMisoperationFAQ3-22-13.pdf

http://www.spp.org/publications/EFT_Server_webinar_4-18-13.pdf

http://www.spp.org/event_register2.asp?oID=4839

http://www.spp.org/section.asp?pageID=92

http://www.spp.org/section.asp?pageID=160

http://www.spp.org/event_detail.asp?dateID=May_21_2013



¢ NERC Events
e New on NERC.com

Webinars:
e 64 registrants for March 15 Stakeholder Input on Summer Assessment Webinar

Website:

e Major updates to Standards Process Manual Task Force webpage

Workshops:

o 162 stakeholders attended March 5-6 workshop in-person or via webinar; feedback very positive, particularly
regarding small group discussions

February 15

February Newsletter:

e March Workshop Available via Webinar

o Clarification re: Mitigation Plan Proposed and Actual Completion Dates
o Check out our May 21-22 CIP Workshop Agenda

e Quick CIP Tip: CIP-006-3 R1

o Feb. webCDMS Tip — Submit Self-Report for New Self-Cert Non-compliance Responses
e March-May Webinars

e Staff News: Welcome Back to Greg Sorenson

e The White House on Cyber Security

e Four New EMS/SCADA Lessons Learned

e NERC Trustees Approve Multiple Standards

¢ NERC Pilots Cost Effective Analysis Process

Webinars:
e Scheduled March 15 Stakeholder Input on Summer Assessment Webinar
e Scheduled May 9 Stakeholder Input on LTRA webinar

Workshops:
e Completed preparations for March 5-6 workshop

e Published agenda for May 21-11 CIP workshop and confirmed all guest speakers

e Scheduled conference calls and practice sessions for CIP Workshop

e Held conference calls and practice sessions for March workshop



http://www.spp.org/publications/Summer_Assessment_Webinar_3-15-13.pdf

http://www.spp.org/section.asp?pageID=164

http://www.spp.org/event_register2.asp?oID=4719

http://www.spp.org/event_detail.asp?oID=4720

http://www.spp.org/event_detail.asp?dateID=May_21_2013



January 18

January Newsletter:

e 2012 By the Numbers

o Clarification re: CIP V4 and V5 Implementation

o Have you Registered for March Workshop? Hotel Cut-off 2/18

e Registration Open for May 21-22 CIP Workshop

o \Webinars on Misops Reporting, Assessments, EFT Server

e 100 Ways Your Organizations Are Making Training “Stick”

e Three New Training Videos Posted

e Quick CIP Tip: CIP-007 R.5.1.2

e January webCDMS Tip — Revoking/Reassigning webCDMS Digital Certificates
e Reminder — Comments due 2/9 on Revised SPP RE Standards Process Manual
o Staff News: Welcome Mike Hughes & Congrats to Shon Austin

e NERC News

Videos:
e Posted three new videos:

o Human Performance: Entity Perspectives & Experiences

o Human Performance: Impact on Reliability

o Training Employees on Compliance

Webinar:

e Scheduled How to Use EFT Server & Evidence Protection webinar, April 18, 10:00-10:45 CST

Workshop:
o Developed draft agenda for May 21-11 CIP workshop and confirmed eight guest speakers; will publish agenda
in February

e Scheduled conference calls and practice sessions for March 5-6 workshop




http://vimeopro.com/sppre/basics#/video/57238797

http://vimeopro.com/sppre/basics#/video/57247538

http://vimeopro.com/sppre/basics#/video/57154475

http://www.spp.org/event_register2.asp?oID=4705

http://www.spp.org/event_detail.asp?dateID=May_21_2013

http://www.spp.org/event_detail.asp?oID=4479
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