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METRIC

Post Non-Public Audit

CMEP TIME LINE

Report for 2009 audits 60 Days from last

to NERC

Issue Spot Check
Reports

Notice of Confirmed
Violation Issued or
Settlement
Agreement Sent to
NERC for 2009
Violations

Decision concerning
completed Mitigation
Plan Evidence-
Accept/Reject for
mitigation plans
reported complete in
2009

Prepared by: RWC 6-16-09

day of audit

90 Days from
closing date of Spot
Check

100 Days after
Initial Notice sent to
Registered Entity

N/A after notice of
completion is
received from the
Registered Entity

2009 Proposed RE
Direct Staff Group
Metrics

SPP RE HISTORY

152

N/A

390

94

PROPOSED TIME LINE

[Calendar Days]

120 Days

100 Days

310 Days

FOR 100% FOR 120%
FOR 50% PERFORMANCE PERFORMANCE [Calendar PERFORMANCE [Calendar
Days] Days]
90 Days 75 Days
90 Days 75 Days
270 Days 240 Days
90 Days 75 Days

120 Days

PROPOSED TIME LINE

ATTACHMENT 3

PROPOSED TIME LINE

Suggested
Weightings

25%

15%

35%

25%





		2009 Perfromance Metrics








Violation Process States and Underlying Process Sub states

Snapshot comparison between May 1, 2009 and May 31, 2009

Cy
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Reviewing
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Submitted Viol 9 NAVAPS Registered
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Information Response)
Preliminary Accepted NAVAPS P
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Alleged By NAVAPS | By NERC and
| Violaton — 1+ +8 NERC,; Concurrenty — | +33 | —
Information Initial Notice of sent to
4 . : Registered Entity 4
Submitted 1 Alleged Violation 7
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NERC / And Sent NERC
rSerrl;an_:iteg To remanded
ubmitte
Information FERC NAVAPS

+66

Hearing
requested

State 2
(Confirmation)

+12

213
Substate D
(Region Preparing
NOCV)

NOCV

BT O

Not
appealed 0

‘ Substate F

hearing | (RE Hearinp
requested — Proges

o

to NERC

State 3
(Regulatory Filings)

-7

230
Substate H 20
(NERC Reviewing Substate |
NOCV and (NERC Issues
Preparing NOP) NOP)
NOP
-15 *appBrg/LsCﬁOf -14

Hearing ———_ NERC affirms
decision hearing decision_~

Payment of Penalties
Fulfillment of Sanctions
Completion of Mitigation Plan(s)
Exhaustion of Administrative and Judicial Remedies > +37
Fulfillment of Settlement Terms

rmed to
Region BOT CC approves NOP
88 79
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(NERC
Reviewing NOP
Settlement and +22
Preparing N
®
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to Region
16

ATTACHENT 6
Item A

State 4
(Closing)

+37

37
Substate J
(Violation Closed-
This month)

A
/

Total
Violations
Previously

Closed

109

Region approved

Initiation of Settlement Negotiations

" (Anytime after preliminary alleged violation information received) — +3

Settlement Negotiation
State

+3

NERC remanded
hearing decision

&A

settlement

Legend:

PNOAV - Preliminary Notice of Alleged Violation
NAVAPS — Notice of Alleged Violation

NOCYV - Notice of Confirmed Violation

NOP — Notice of Penalty
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ATEAGHENT 6
Violation Process State Summary Table — Active FERC Enforceable Alleged Violations

Below is a breakdown, as of May 31, 2009, of the Compliance Monitoring and Enforcement Program (CMEP) Violation “state” summary for the 1807 active violations.

State 1 State 2 State 3 State 4
(Assessment and
Validation Confirmation Settlement Regulatory Filings Closing

Substate C

Substate Substate L

A SRR E (NERC — Substate D o \into . substate F SUPSTAEG o poiate . SubstateH T ppo s Substatel o iate g
(Region Reviewing (Region . . (NERC (NERC I (NERC N
(NERC . d . (Pending  (RE Hearing I (Settlement " Reviewing (Violation
Reviewin LTI NA\./AP an R E Hearing) Process) (JEREE Negotiations) RETETIT Settlement Issues Closes)
NAVAP) awaiting RE NOCV) Process) NOCV) NOP)
9) Agreement)
Response)
FRCC 7 16 0 0 0 0 0 94 49 0 0 2 168
MRO 0 20 0 0 0 0 0 4 17 3 17 3 64
NCEA 0 3 0 0 0 0 0 0 0 0 0 0 3
NPCC 0 0 0 0 0 0 0 29 4 12 0 1 46
RFC 0 48 0 0 0 0 0 57 12 6 1 0 124
SERC 1 42 0 1 0 0 0 73 5 22 2 19 165
SPP 0 15 0 3 0 0 0 12 41 1 0 0 72
TRE 0 18 0 0 0 0 0 13 6 5 0 12 54
WECC 8 554 46 209 13 0 0 155 96 30 0 0 1111
TOTAL 16 716 46 213 13 0 0 437 230 79 20 37 1807
Percentage
of Total 0.89% 39.62% 2.55% 11.79% 0.72% 0.00% 0.00% 24.18% 12.73% 4.37% 1.11% 2.05%
State Totals 732 272 437 329 37

Definitions

Substate A = Preliminary Notice of Alleged violation information has been received from the Region but no Initial Notice has been issued to FERC.
Substate B = NERC is awaiting receipt of Notice of Alleged Violation Proposed Penalty or Sanction from the Region.

Substate C = NERC has received Notice of Alleged Violation Proposed Penalty or Sanction and is awaiting acceptance, auto acceptance or contest.
Substate D = Region received acceptance letter from Registered Entity, or 30 day clock expired and violation is Auto Accepted and is now Confirmed.
Substate E = Region has received letter contesting violation from Registered Entity.

Substate F = Region has received request for Hearing from Registered Entity.

Substate G = NERC has received request for Appeal from Registered Entity.

Substate H = NERC has received a Notice of Confirmed Violation from the Region.

Substate | = Violation is Confirmed/Settled and a Notice of Penalty has been issued by NERC to Registered Entity and submitted to FERC.

Substate J = Payment of Penalties, Fulfillment of Sanctions, Completion of Mitigation Plan, Exhaustion of Administrative and Judicial Remedies, and Fulfillment of Settlement terms have all been met and violation is closed.
Substate K = Settlement negotiations are in progress.

Substate L = NERC has received a Settlement Agreement from the Region.

* Includes new violations received through 5/31/2009.
Report Date:6/1/2009
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ATTACHENT 6

ltem C
Violation Process States
Cwmparison between May 1, 2009 and May 31, 2009
Dismissed Dismissed Dismissed
State 1 State 3 State 4
(Assessment State 2 (Pending Regulatory (Completed and
and Validation) (Gt Een) Filing) Closed)
70 >3 25 37 Previously closed
732 o e > 329 109
_ ange +
Change -41 Change -7
8
N>
Settlement State
437
Change +3
e
Dismissed Page 1of 1





Pending Violations Summary by Process Steps

FERC Enforceable Alleged Violations Summarized by State

ATTACHENT 6

[tem D

Below is a breakdown, as of May 31, 2009, of the Compliance Monitoring and Enforcement Program (CMEP) Violation Process Steps summarized
by State for the 1770 FERC enforceable violations.

STATE 1 STATE 2 STATE 3 STATE 4
Assessment Pending
and Settlement Regulatory Completed
Validation Confirmation Negotiations Filing and Closed
% Closed to
Total Active Total
FRCC 23 0 94 49 2 166 1%
MRO 20 0 4 37 10 61 14%
NCEA 3 0 0 0 0 3 0%
NPCC 0 0 29 16 13 45 22%
RFC 48 0 S 19 1 124 1%
SERC 43 1 73 29 93 146 39%
SPP 15 3 12 42 5 72 6%
TRE 18 0 13 11 22 42 34%
WECC 562 268 155 126 0 1111 0%
TOTAL 732 272 437 329 146 1770 8%

* Includes new violations received through 5/31/2009.

Report Date: 6/1/2009
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Summary of all Post June 18" Alleged Violations by Region

ATTACHENT 6

ltem E

Below is a breakdown, as of May 31, 2009 of the Compliance Monitoring and Enforcement (CMEP) alleged violation summary for all 2764

violations.
FERC Enforceable
Previously Vi)
Dismissed Closed Newly Closed Normalized % Non- \garlla('jlan Total
Total by Registered | Document lolations
Entity Related

FRCC 15 0 2 166 2.37 55% 0 183

MRO 20 7 3 61 0.52 62% 6 97

NCEA 0 0 0 3 1.00 100% 0 3

NPCC 9 12 1 45 0.17 33% 5 72
RFC 17 1 0 124 0.35 67% 0 142
SERC 43 74 19 146 0.65 54% 0 282

SPP 1 5 0 72 0.63 72% 0 78

TRE 4 10 12 42 0.19 81% 0 68
WECC 726 0 0 1111 2.38 54% 2 1839
TOTAL 835 109 37 1770 0.96 56% 13 2764

Includes new violations received through 5/31/2009.
Report Date: 6/1/2009
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ATTACHENT 6

Item F

Top 10 FERC Enforceable Standards

(Submit Dates: 6/1/2008 thru 5/31/2009)
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Mitigation Plan
requested by

Item G

ATTACHENT 6

Mitigation Process States and Underlying Process Substates

Snapshot comparison between May 1, 2009 and May 31, 2009

State 1
(Regional Assessment)

Regional Entity

State 2
(NERC Assessment)

110
Substate C
(NERC reviewing

State 3
(Mitigation Plan
Implementation)

198

Substate E
(Registered Entity
Implementing
Mitigation Plan)

NERC approves active Mitigation o
5 mMP Implementation M.'t'gca‘"
and sends to FERC -4 Is Co

State 4
(Regional Verification of
Completion)

112
Substate F
(Region Verifying
Mitigation Plan

Completion)

o Mitigation Region i_n_forrps NERC
on Plan Verification - that Mitigation Pla_n_
mplete —P is Complete and Verified

+10
NERC
approves
completed

State 5
(Closing)

88
Substate G
(Mitigation Plan
Validated
Complete)

Mitigation
Completed Violation
Mitigated

Total Violation
Mitigation Plans
Previously Verified

Complete

969

202 55 active mitigation
plan)
Substate A Substate B
(Region (Region
awaiting re_\t/_lev\g_ng . NERC
itigati mitigation eviewing
mltlgaIIOH .
Region accepts—————————————————————— P! q
plan) plan) ctva Mp Active MP
Region Region and sends to 3
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by Regional Entity Entity
'16 —47 Active MP
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NERC remands completed/
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for revision prior to
NERC
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NERC and
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Entity P 4
| ' 182
3 Substate D
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Mitigation Plans Process State Table — Active FERC Enforceable Alleged Violations

ATTACHENT 6
Item H

Below is a breakdown, as of May 31, 2009, of the Compliance Monitoring and Enforcement Program (CMEP) Mitigation Plan “state” summary for the 947 active violations.

State 1 State 2 State 3 State 4 State 5
e Regional
(Regional Assessment) (NERC Assessment) I(Mltlgatlon Rlan Ve(rifigation of (Closing)
mplementation) X
Completion
Substate A Substate B Substate C Substate D Substate E Substate F Substate G
. .. Region Accepted_MP NI.ER(.: NI.ER(.: Registered Entity R_e_giopal Mitigaj[ion Plan

Region Awaiting Reviewing Not Recelyed Reviewing Reviewing Implementation Verlflcatlon_of Validated

from Region Active MP Completed MP MP Completion Complete
FRCC 17 1 2 7 3 33 14 15 92
MRO 17 0 0 0 1 4 1 0 23

NCEA 3 0 0 0 0 0 0 0 3
NPCC 0 19 0 12 1 1 0 0 33
RFC 32 0 0 6 0 7 55 0 100
SERC 38 2 0 1 2 13 0 12 68
SPP 11 0 0 0 0 31 0 4 46
TRE 19 0 0 2 0 5 1 8 35
WECC 65 33 0 80 175 104 41 49 547
TOTAL 202 55 2 108 182 198 112 88 947
State Totals 257 292 198 112 88

Definitions

Substate A = Region is still awaiting receipt of mitigation plan from Registered Entity.

Substate B = Region has received mitigation plan and is reviewing.

Substate C = NERC has received mitigation plan and is reviewing. Also includes any mitigation plans not yet received by NERC.
Substate D = Mitigation plan has been verified completed by the Region but is still awaiting approval by NERC.

Substate E = Mitigation plan has been approved by NERC, and sent to FERC, but has not been completed.

Substate F = Mitigation Plan has been completed per Registered Entity but is being verified by the Region.

Substate G = Mitigation plan has been verified completed by Region, has been approved by NERC, and sent to FERC.

e Includes Mitigation Plans received through 5/31/2009.
e Mitigation information reported at the violation level.

Report Date: 6/1/2009
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ATTACHENT 6

ltem |
Mitigation Plan Summary of Pre-June 18" Violations

Below is a breakdown of the remaining unmitigated pre-June 18" violations occurring between January 2006 and June 17, 2007, by Region, updated
as of May 31, 2009.

2006 Unmitigated 2007 Unmitigated INIREGELS
Target
Date Target Date Total Total Under
Alleged Passed Total 2006 Alleged Passed 2007 Unmitigated Verification

FRCC 0 0 0 0 0 1 1 10*
MRO 0 0 0 0 0 0 0 0
NPCC 0 0 0 0 0 0 0 0
RFC 0 0 0 0 0 0 0 0
SERC 0 0 0 0 0 1 1 0

SPP 0 0 0 0 0 0 0 0

TRE 0 0 0 0 0 0 0 0
WECC 0 0 0 1 21 31 31 5
TOTAL 0 0 0 1 21 33 33 15

Definitions

Target Date Passed = Violations that are listed as “In Progress” or “To be determined” per the region’s linear spreadsheet that have an Estimated
Mitigation Completion Date which has passed.

*Includes a 2006 violation that is under review by FRCC.

Report Date: 6/1/2009
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ATTACHENT 6
Item J

Progress with Pre-June 18th Violation Mitigation Plans
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ATTACHMENT 4

Post June 18" 2007 Violation Status — through June 18, 2009

Post-June 18" 2007 Violation Status

Total Enforceable Violations Reported as of June 18, 2009: 84 Violations

Status June 18, 2009 Change from May 19 2009
Preliminary Review Status 0 Violations +0
Initial Notification Status 21 Violations +5
Dismissed Violation 1 Violation +0
Alleged Violation and Penalty Notice Issued 0 Violations +0
Violation or Penalty Contested 0 Violations +0
Violation and Penalty in Settlement 13 Violations +1
Violation and Penalty Accepted [under RE review] 3 Violations +0
Confirmed Violation 41Violations +0
Posted by NERC 0 Violations +0
Approved by FERC 5 Violations _10
Total to-date 84 Violations +6

Respectfully submitted by:

Ronald W. Ciesiel

Executive Director of Compliance
Southwest Power Pool Regional Entity
June 18, 2009

R.W. Ciesiel





ATTACHMENT 4

POST-JUNE 18" VIOLATIONS

Discovery Method

Self Certification
Self Report
Compliance Audit
Investigation

Periodic Data Submittal

Total

As of June 18, 2009

Respectfully submitted:

Ronald W. Ciesiel

June 18, 2009

42

28

84

Executive Director of Compliance
Southwest Power Pool Regional Entity

June 18, 2009

Change from

May 19, 2009

+0

+2

+0





SPP RE Most Violated Standards as of June 18, 2009

Standard
PRC-005 *
FAC-008 *
PRC-004
CIP-001 *
FAC-009 *
VAR-002 *
EOP-001
PRC-001
CIP-004 *

PRC-008

MOST VIOLATED STANDARDS TO-DATE IN SPP RE

[UNIVERSE OF 84 VIOLATIONS]

Ranking in
Description # | % NERCTop 10
Protection System Maintenance & Testing 20 / 24% 1
Facility Rating Methodology 9/ 11% 5
Protection System Misoperations Analysis 8/ 10% NR
Sabotage Reporting 71 8% 2
Establish & Communicate Facility Ratings 6/ 7% 7
Generator Operations / System Voltage Support 4 / 5% 4
Emergency Operations Planning 4] 5% NR
System Protection Coordination 4/ 5% NR
Personnel & Training 3/ 4% 3
UFLS Relay Maintenance 3/ 4% NR

* In NERC Top 10 Violations for 12 months ending May 31, 2009
As of June 18, 2009

R. W. Ciesiel

ATTACHMENT 4

Violation
Risk Factor

High
Medium
High/Lower
Medium
Medium
Medium/Lower
High/Medium
High
Lower

Medium
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Power Pool
Regional Entity

2010 Business Plan and Budget
Presentation to RE Trustees

June 24, 2009

Stacy Dochoda
SPP RE General Manager





CF
SOUTHWEST POWER PooOL ; REGIONAL ENTITY

Significant Drivers for 2010 Budget

CIP Compliance Monitoring and Enforcement

Increase of 4 FTEs compared to 2009 Budget

. 1 FTE 2009 Transfer of Shon Austin from traditional to CIP Compliance
. 2 additional FTE for 2010 (to create 4 member team)
. 1 additional FTE for 2010 for CIP Enforcement

Traditional Compliance Monitoring and Enforcement

Increase of 4 FTEs compared to 2009 Budget

. 1 additional FTE for 2010 for Compliance (to create 4 member team)

. 1 additional FTE for 2010 for Enforcement

. 1 FTE 2009 approved unbudgeted for Enforcement (filled — Tasha Ward)

. 1 FTE 2009 approved unbudgeted for Compliance/Enforcement/procedures (filled — Alice Wright)

Legal/Administrative

Increase of 1.5 FTEs compared to 2009 Budget
. 0.5 FTE 2009 approved unbudgeted for SPP RE General Manager
. 1 FTE proposed 2009 unbudgeted for Administrative to support settlements and manage documents

Reliability Standards

Increase of 0.5 FTE compared to 2009 Budget
. 1 additional FTE for 2010

. 2008 Actuals 0.2 FTE charged from shared staff; 2009 annualized actuals 0.3 FTE charged from shared staff;
2009 Budget 1.0 FTE

SPP.ORG 2






CF
SOUTHWEST POWER PoOOL ; REGIONAL ENTITY

SPP 2010 Business Plan and Budget

(thousands of dollars)
Indirect
Increase Direct Increase Increase
Function 2010 2009 (Decrease) Driver (Decrease) (Decrease)
Compliance Monitoring & Enforcement
1 and Registration 4432 2423 2,009 FTE from 6 to 14 1,464 545
2 Administrative (GM,Legal & Trustees) 1,397 1,139 258 FTEfrom2.5t04 253 6
3 Reliability Assessment 1,005 1,078 (73) FTEfrom3.6t04 90 (164)
4 Reliability Standards 383 293 90 FTE from1to 1.5 100 (10)
5 Situational Awareness 197 243 (46) 5 (52)
Training reclassed out of
6 Training 25 1,111 (1,116) RE Budget (546) (570)
7 Reliability Readiness 0 165 {(165) Discontinued program (70) (95)

8 Total 7439 6,482 957

SPP.ORG 3






CF
SOUTHWEST POWER PoOOL ; REGIONAL ENTITY

SPP 2010 Business Plan and Budget
Compliance Monitoring Enforcement and Registration
Current 2009 Compared to 2010 Budgeted

2009 Budgeted FTE Current Staffing - 2009 FTE Proposed Staffing - 2010 Budgeted FIE
1 Ron Gesial 1 Ron Ciesiel 1 Ron Ciesiol 1
Traditional Compliance Traditional Compliance Traditional Compliance

2 Kevin Goolswy 1 Kevin Goolslry 1 Kevin Goolslry 1

3  Jim Wilkams 1 Jim Williams 1 Jim Williams 1

a Shon Austin 1 replacement for Shon Austin 1

proposed 1

CI Compliance CP Compliance CP Compliance

5 Kevin Porry 1 Kevin Perry 1 Kevin Pemry 1

Shon Austin 1 Shon Austin 1

proposed 1

proposed 1

Enforcement Enforcemest Enforcement

[ Joe Gertsch 1 Joe Gertsch 1 Joe Gertsch 1
7 2009 Budgeted FTEs 6 2009 Budgeted FTEs 6

8 Tasha Ward {approved unbudgeted) 1 Tasha Ward {approved unbudpeted) 1

proposed - Traditional 1

proposed - CIP 1

) Generalist (Registrati ics, Audit, Bud Generalist istration, Polidies, Audit, Bud
9 Alice Wright (approved unbudgeted) 1 Alice Wright {apgwroved unbudgeted) 1
0 2009 Budgeted 6 2009 Current 8 2010 Proposed 1

SPP.ORG 4






CF
SOUTHWEST POWER PoOOL ; REGIONAL ENTITY

Manpowvwer Loading Analysis

Running
Function FTE Total Total FTE

Compliance Monitoring Activities

Audits [from 11/08 assessment] 242 242

Quarterly Surveys 0.21 2. 63

Annual Survey 028 2 91

Spot Audits/Checks o155 306

Workbook Maint_/Jiolation Initdation 0.06 3.12

NERC Working Groups Liaison 0.29 3.41

SPPFP Working Group Liaison o.16 3.57

Surveys o.14 371

Workshops o.11 3.82

Complaints 0.02 385

L eV | 0o.18 4. 03 4. 03

CIP Activities [from Regional Whitepaper] 4_00 4 00 4_00

Account Maint_/Registration changes 0.43 043 043

Enforcement/Mitigation

Mitigation Plan Approval 023 023

NAVAFPS 0.91 114

NOCWV 0.46 1.59

Mitigation Plan Verification 046 205

CIPF Enforcement/iViitigation 100 305

NERC Working Group Liaison o155 320

SPPFP Working Group Liaison o.11 331

Workshops 0.05 336 3.36

Legal

SetdHements 1.68 168

Trustee Meetings o.14 182

NERC Working Group Liaison o.11 1.93 1.93

Management 100 100 1.00
Total 1474

SPP.ORG 5
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SOUTHWEST POWER PoOOL ; REGIONAL ENTITY

Traditional Compliance and Enforcement
Additional FTE Justification

Activity CMEP Time-Line | SPP RE History

Post Non-Public 60 days from last 152 days
Audit Report to day of audit

NERC

NOCV issued or 100 days after 390 days
Settlement initial notice sent

Agreement Sent  to registered

to NERC entity

SPP.ORG 6
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SOUTHWEST POWER PoOOL ; REGIONAL ENTITY

Enforcement Program Overview and Budget Justification

1. Violation Level and Sanction Determination — Enforcement Team
Evidence Review
Discovery (Interrogatories, Request for Documents, etc.)
Penalty Determination

Additional Discovery to get factors that would influence the penalty

Information needed to determine the penalty using the penalty tool ( All of this information must be complete in order to
complete the penalty tool and determine the final penalty.)

Severity level, violation timeframe, Risk Factor Impediment
Violation History Registered Entity's Management
Directives Registered Entity's compliance Program
Intentional Violation Cooperation of Registered Entity
Concealment {did the registered entity conceal anything?) Entity's seff-report

State of entity's bulk power system

2. Prepare NAVAPS (If NAVAPS rejected by Registered Entity, there could be more discovery.)

*Approximately 32 man-hours per violation. Assume 50 violations in 2010; 1600 man-hours

SPP.ORG 7
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SOUTHWEST POWER PoOOL ; REGIONAL ENTITY

Enforcement Program Overview and Budget Justification (cont’d)

3. Settlement or Hearing: Provide information to the RE Counsel to prepare for settlement or hearing. (Evidence,
Documents, etc.)

*Approximately 118 man-hours per settlement. Assume 25 settlements in 2010; 2950 man-hours

Send acknowledgement letter Draft multiple agreements based on length of negotiations
Set up file Prepare package and send to NERC

Multiple conference calls and meetings If remanded back. Request supplemental info from entity
Review information and documentation for penalty calculations Redraft and or restart settlement process

4. Mitigation Plan (Approximately 24 man-hours per violation. Assume 50 violations in 2010; 1200 man-hours)
Review the Mitigation Plan to insure the plan itself is complete.
Accept the Mitigation Plan and send to NERC or reject and send to entity for revision.
Track Mitigation Plan milestones.
Review for completion of plan.
Evidence review to see if plan actually completed.
5. Prepare NOCV (Approximately 16 man-hours per violation. Assume 50 violations; 800 man-hours)

At any point in the process, we could be asked to prepare and submit a Supplemental Record.

SPP.ORG 8
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SOUTHWEST POWER PooOL ; REGIONAL ENTITY

Traditional Compliance Monitoring

Justification for 1 FTE addition above 2009 Business Plan
1. Increase available time to complete reports

Committed Full Days per employee (Assuming 3 FTE team):

On-site Audit 115

Off-site Audit 30

Pre-Audit 20

Training, Holiday, Vacation 38

Total Committed Full Days: 203 out of 261 work-days

2. Audit Changes:

a. Increased sampling of data — adds 20 man-hours per audit

b. Increased number of standards — 30 new and 30 revised NERC approved standards awaiting
FERC approval

SPP.ORG 9






SOUTHWEST POWER POOL

REGIONAL ENTITY

Budgeted 2009 to Proposed 2010 Staffing Level

RE
General
Manager 1-2
Administration
| I I | I
Training, & Technical
GYRTRiarHE Reliability Education & Committees Legal & Finance &
Readiness Personnel and Members' Regulatory Accounting
Certification 9 Forums
115 0.6-0 3-0 0 1-2 0
( (- )
Compliance Reliability Situation
& Assessment & Awareness & Information Human
[Oqariution} Perform lm:l] Infrlstructurn] [Tﬂ:hnolnﬂ] Resources
Certification Analysis Security
\ \, /
6—14 .44 0.75 0 0
16.65—-24.25

SPP.ORG
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SOUTHWEST POWER POOL

REGIONAL ENTITY

Regional Entity Comparison of FTEs for Compliance

No. of Budgeted Compliance

Regional | Registered |Registered Enforcement, 2010 Registered 2010

Entity Entities | Functions | Violations | Registration FTEs FunctionfTE | Violation/FTE
2009 2010

SPPRE M 364 63 6 14 26 5
FRCC 76 145 137 926 12,57 12 11
MRO 116 425 63 10 13.6 3 5
NPCC 217 563 42 9 12 47 4
RFC 353 671 109 23 325 21 3
SERC 7.3 611 150 25 2 28 7
TRE 212 326 55 14.15 18.74 17 3
Avg = % 5

SPP.ORG

11
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SOUTHWEST POWER PoOOL ; REGIONAL ENTITY

Impact of Indirect Expense Rate Adjustment
2010 Proposed FTEs 24 25
Original Indirect Expense Rate $ 105
Indirect Expense per FTE $ 197,400
Indirect Expense $ 4,786,950
Adjusted 2010 Indirect Expense Rate  $ 64
Indirect Expense per FTE $ 121,241
Indirect Expense $ 2,940,099
Difference per FTE $ 76,159

Difference in total Indirect expense $ 1,846,851
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SPP INDIRECT RATE
{Thousands of Dollars)
2008 Actual Indirect Rate 2010 Estimated Rate *
INDIRECT INDIRECT
TOTAL COSTS TO TOTAL COSTS TO
SUPPORT GROUPS EXPENSES ADJUSTMENTS AlLLOCATE SUPPORT GROUPS EXPENSES ADJUSTMENTS ALLOCATE
Admnistration $ 43212 $ {27,571) a $ 15,641 Administration $ 45120 $ BN a $ 11841
Officers $ 2517 $ {f19) b $ 1,798 Officers $ 2517 $ {19 b $ 1,798
Accounting $ 925 $ 925 Accounting $ 925 $ 925
Human Resources $ 1,228 $ 1,228 Human Resources $ 1,228 $ 1228
Center of Excellence $ 269 $ {69y ¢ % - Center of Excellence $ 269 $ 269) ¢ $ -
SPP Compliance $ 434 % {434) d $ - SPP Compliance $ 434 % 43y d % -
Intemal Audit $ 1,033 $ 1,033 Intemal Audit $ 1,033 $ {1033) g $ -
Project Management $ 1,017 $ 1,017 Project Management $ 1,017 $ {101 e % -
Customer Service $ 350 $ 350 Customer Sewvice $ 350 $ 350
Legal $ 556 $ 556 Legal $ 556 $ 556
Communications $ 283 $ 283 Communications $ 283 $ 283
Information Technology $ 17,7711 $ 17,771 Information Technology $ 17,7711 $ 989N f $ 7874
3 69,596 $ {28,993) $ 40,603 A $ 71504 $ {46 ,648) $ 24 856
a Less: FERC Fees of $9.5MM; Market Depreciation of a Less: Admnstratve Overhead
$14.5; Dervative valuation adjustment of $3 4; RT &MOQ Depreciation $ 14481
RE Tstee expenses of $0.13; FERC Assessments $ 9525
Interest Exp & Denvative Adjust $ 5489
FAS 158 Adjusiment $ 3912
Working Capital Refund $ 396
RE Tustee Expense $ 125
Interest Income $ {648)
3 33279
b Less: certan mgmt nfa b Less: cetan mgmt nfa
¢ Less: COE does not support the RE ¢ Less: COE does not suppoit the RE
d Less: SPP Compliance does not support the RE d Less: SPP Complance does not support the RE
e Less: Project Management per Desselle/Dochoda
f Less: IT costs not suppoiting RE or Coporate Actvihies
g Less: Intemal Audit per Dessele/Dochoda
Non-Suppoit Resource Groups Non-Suppoit Resource Groups
Ending 2008 Headcourt 205 Ending 2008 Headcount 205
# of Work Hours in 2008 1880 # of Woik Hours in 2008 1880
385400 B 385400
Estmated Indirect
2008 Indirect Rate {A/B) $ 105 Rate {C/B) $ 64
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2009 Projected Budget Variance
(thousands of dollars)

Excluding Proposed
Unbudgeted 2009
Description June 18 Draft FTEs
1 2009 Projected Budget Variance 526 favorable 745 favorable
2 Explanatory ltems
3 Reduced Indirect 737 737
Misc [e.g. GM, undbudged
4 hires) {169) {169)
5 Proposed CIP FTE (131) 0
6 Proposed Admin (88) 0
7 Discontinued program 105 105
8 Travel 72 72
9 Total 526 745
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Introduction

Total RE Resources

(in whole dollars)

2010 Budget Canada Mexico
Statutory FTEs 24.25
Non-statutory FTES 0
Total FTEs 24.25
Statutory Expenses $ $
$7,438,783 $7,438,783
Non-statutory Expenses $0 $0
Total Expenses $ $
7,438,783 7,438,783
Statutory Funding $ $
6,055,854 6,055,854
Non-Statutory(Member) Funding $0 $0
Total Funding $ $
$6,055,854 6,055,854
NEL 207,575,000 207,575,000
NEL % 100% 100%

Organizational Overview

Southwest Power Pool, Inc. (SPP) operates as the NERC Regional Entity (RE) over an
eight state area within the Eastern Interconnection. In response to the Energy Policy Act of
2005, SPP, Inc. created a new department to perform all compliance activities over SPP
registered entities. SPP RE began engaging NERC to lead SPP, Inc. audits in 2007. In
April 2007, FERC approved changes to the SPP, Inc. Bylaws creating three independent
trustees to manage all SPP RE delegated activities. These trustees, initially elected in
June 2007, are required to be independent of SPP, Inc. Members, customers of services
provided by SPP Inc., and registered entities in the SPP RE footprint. In March 2009, SPP
RE hired a General Manager oversee the execution of the regional entity strategic
direction and direct the day-to-day operations, including all compliance and enforcement
activities. All reporting relationships between SPP RE employees and SPP, Inc.
employees have been terminated.

This business plan outlines the tasks that the SPP RE portion of the Southwest Power
Pool, Inc. performs to fulfill its duties per the FERC approved Regional Entity Delegation
Agreement®. SPP, Inc. also provides non-RE related functions for entities operating within

! FERC Order R07-6-000 - April 19, 2007
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the SPP footprint; those activities and related funding amounts are not included as part of
this Business Plan.

Membership and Governance

Members’ Forums
SPP provides forums for registered entities within its footprint to discuss and share

reliability concerns. This includes SPP committees, subcommittees, working groups, and
task forces that are grouped by technical areas.

The SPP RE also conducts a minimum of two public workshops per year where registered
entities are able to interact with SPP RE staff and NERC staff and discuss reliability
issues.

Members’ Forums Objectives

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 forums to act as standards-drafting teams in development of SPP
Regional Reliability Standards.

Governance

The SPP RE is governed by three independent Regional Entity Trustees. The RE Trustees
have autonomy over decisions in fund allocation and approval of the SPP RE Budget, as
well as decisions on regional standards, reliability assessments, compliance enforcement
actions, and penalties.

Statutory Functional Scope

As the RE for the Southwest Power Pool region, the SPP RE will administer the following
programs:

Regional Reliability Standards Program

Compliance Monitoring and Enforcement Program
Organization Registration and Certification

Compliance Training and Education Programs

Reliability Assessment and Performance Analysis Program
Situation Awareness and Infrastructure Security Program

Planning Cycle

The SPP RE will begin its annual budget process in March of each calendar year to allow
for sufficient time to develop and present the budget to the SPP Regional Entity Trustees
prior to the July 9 NERC submission deadline.

The SPP RE will prepare the business plan and budget for carrying out the delegated
functions with supporting materials and sufficient detail to justify the requested funding
collection and budget expenditures.

2010 SPP Regional Entity Business Plan and Budget 4
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2010 Key Assumptions
In developing the 2010 business plan, SPP has assumed:

1. The international, industry-based Self Regulatory Organization (SRO) model continues
to be used and no material changes to the SRO model impacting 2010 emerge from
the ERO 3-year assessment.

2. The framework for delegation remains constant. The scope of delegated authorities
and responsibilities remains relatively constant, with incremental improvements
according to recommendations developed in the ERO 3-year assessment.

3. NERC and regions are not budgeted in 2010 for unknown material changes to scope
and are unable to undertake unfunded mandates, such as new initiatives stemming
from the U.S. federal stimulus package on energy.

4. The current economic downturn continues into 2010, resulting in cost pressures on
NERC and regional entities to do more with less. The industry experiences lower
electricity demand and may defer capital projects in some areas and may reduce or
hold O&M budgets flat. Cost pressures result in less travel and strain stakeholder
participation in NERC and regional entity activities.

5. Regional entities are audited by FERC and NERC by yearend 2010 and the audits of
any region by NERC and FERC are not concurrent. NERC is required to audit each
regional entity by yearend 2010.

6. This draft business plan assumes that the SPP, Inc. indirect costs for administrative
and general functions such as Human Resources, Information Technology and
Accounting continue to be charged to SPP RE consistent with previous years. This
method is under review by the new SPP RE General Manager.

2010 Goals and Key Deliverables

e Implement the recommendations contained in FERC’s Order on the Audit (*FERC
Audit”) of SPP consistent with SPP’s compliance filing with FERC on March 16,
2009 Meet the compliance audit schedule for 2010 in a manner consistent with the
CMEP and FERC directives

e Develop any SPP Regional Reliability Standards to meet NERC continent-wide

requirements

Provide compliance training for registered entities in the SPP RE footprint

Perform reliability assessments and performance analysis

Support NERC efforts in Situational Awareness and Infrastructure Security

Provide legal and regulatory support for the RE

Provide general and administrative support for the RE

2010 Overview of Cost Impacts

SPP proposes to increase its operating budget from $6.5 million to $ 7.4 million in 2010, an
increase of $ 0.9 million or 14%. The FERC Audit of SPP, published in January 2009,
recommended a review of SPP RE resource requirements and consideration of hiring
additional staff to perform the delegated functions of the SPP RE. The resource review
resulted in the proposal to increase FTEs associated with compliance monitoring and
enforcement activities by 8 FTEs compared to the 2009 Business Plan. Partially,

2010 SPP Regional Entity Business Plan and Budget 5
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offsetting these increases is a decrease of $1 million reflecting the decision not to include
operator type training in the 2010 SPP RE budget. This training will be included in the
SPP, Inc. budget. Specifically, the 2010 cost increases are driven by:

Additional FTEs
e Non-CIP_Compliance and Enforcement Functions: Four additional FTEs
compared to the 2009 Budget to enable organization registration, compliance
monitoring, reporting and enforcement activities to reach a level of performance
consistent with the CMEP and the NERC Rules of Procedure for non-CIP

standards;
0 One of these FTEs was added mid-year 2009 as an unbudgeted addition
with SPP RE Trustee approval to begin to address workload exceeding

existing staff capacity;

e CIP Compliance and Enforcement Functions: Four additional FTEs compared
to the 2009 Budget to enable SPP RE to carry out increased compliance
monitoring, reporting and enforcement activities related to CIP standards;

o The number of CIP audits will increase substantially to complete the required
CIP audits of all “Table 1" entities by 2010 yearend. Also, “Table 2" entities
begin to become CIP auditable in the second half of 2010;

0 2010 is expected to see a substantial upswing in the number of CIP related
violations, as CIP audits continue to ramp up;

0 One of these FTEs was added mid-year 2009 as an unbudgeted addition
with SPPRE Trustee approval.

e General and Administrative: One and a half additional FTEs compared to the
2009 Budget;

o The addition 0.5 FTE due to the hiring of a full-time SPP RE General
Manager position as recommended by the FERC Audit to provide
independence and separation from non-statutory duties

= This FTE was added at the end of the first quarter of 2009 but was not
included in the 2009 budget;

= The 2009 Budget included 0.5 FTEs for shared executive support from
SPP, Inc.;

o One additional FTE compared to the 2009 Budget to provide legal
administrative support for settlements and document management;

o]
e An additional 0.5 FTE needed to address a significant increase in Regional
standards activities in 2010.

Detailed Business Plans and Budgets by Program

Details of the planning, operation, review, and adjustment for each program area are
included in Section A. The corresponding budget details are shown in Section B.

2010 SPP Regional Entity Business Plan and Budget 6
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Section A — 2010 Business Plan

Reliability Standards Program

Reliability Standards Program Resources
(in whole dollars)

2009 Budget 2010 Budget Increase(Decrease)

Total FTEs 1.0 15 0.5
Salary $163,950

Total Direct Travel $15,000

EXxpenses Salary $103,400 Outside Services $24,000 $99,550
Total $ 202,950

$

Total Indirect SPP Inc. $180,480

Expenses $189,880 SPP RE $88,649 $79,249
Total $269,129

Inc(Dec) in

Fixed Assets $0 %0 %0

Total Expenses $293,280 $ 472,079 $ 178,799

& Fixed Assets ' ’ '

Program Scope and Functional Description

SPP RE will coordinate with NERC to develop and approve technically sound, fair, and
balanced reliability standards to ensure the reliability of the bulk power systems in North
America. SPP RE will also develop any regional reliability standards per the guideline as
defined in the delegation agreement. NERC will submit such standards to FERC and to the
appropriate Canadian governmental authorities for adoption as mandatory for bulk power
system owners, operators, and users in the United States, and to applicable authorities in
Canada for similar status.

The foregoing activities of persons engaged in the reliability standards development
process (i.e. Standard Drafting Team) will be conducted, to the extent possible, by
conference calls and e-mail, website postings and other means of electronic
communications. If face-to-face meetings of participants are needed, those meetings will
be announced on the SPP website calendar with a notification to SPP RE Standards
Development Exploder.

In addition, SPP shared staff will coordinate any regional reliability standards work through
the corresponding working groups such as the Transmission Working Group for TPL
standards, System Protection and Control Working Group for PRC standards, or any
appropriate working group as identified per the SPP Regional Entity Standards Procedure.

2010 Key Assumptions

SPP RE continues to utilize shared staff to facilitate the development of standards to
implement the SPP RE Standards Procedure. For 2010, the standard development
2010 SPP Regional Entity Business Plan and Budget 7
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activities are expected to surge both in SPP (Regional Standards) and NERC (Continent
wide standards).

2010 Goals and Key Deliverables
Goals

* Meet directives of ERO governmental authorities regarding standards development
and procedures

* Meet stated targets in the regional “fill-in-the-blank” standards work plan
« Maintain consistency and quality of regional reliability standards
» Communicate with stakeholders and regulators regarding standards development

» Participate and represent SPP region in NERC’s Standard Drafting Teams that may
have significant influence on SPP planning and business practices

Section 215 Regional Entity Reliability Standards Development

SPP RE will follow the standards process as defined in their delegation agreement for any
new regional standards or any update of existing regional standards. SPP’s reliability
standards development process will have an advisory vote by the Markets and Operations
Policy Committee (MOPC), which will be responsible for ensuring that all stakeholder
interests are fairly represented in the development of standards. The MOPC has broad
industry representation. The SPP Standards Process will provide an open, balanced, and
inclusive stakeholder process in which any interested party, regardless of membership
status with SPP, Inc., may provide input and vote on any proposed regional reliability
standard. No entity may have more than one vote. SPP Regional Entity Trustees have
ultimate authority to recommend NERC to approve a regional standard, remand it to the
Standard Drafting Team through MOPC, or determine there is no need for the standard
and terminate the activity.

The SPP Regional Standards Development Procedure provides the basis for SPP to
propose and develop regional reliability standards. That Procedure is consistent with a
NERC standard format for all RE standards procedures and has been approved by FERC
in the SPP RE Order.

Funding Requirements — Explanation of Increase (Decrease)

The funding requirement is expected to increase from 1 to 1.5 FTE for 2010 Budget.
Increased activities for the development of regional standards are anticipated for 2010 as
well as more SPP participation is expected in NERC’s Continent Wide Stand Drafting
Teams.

2010 SPP Regional Entity Business Plan and Budget 8
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Reliability Standards Program

Funding sources and related expenses for the reliability standards section of the 2010 business plan are
shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget
Reliability Standards

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 293,280 $ 293,280 $ - $ 472,079 $ 178,799
Penalty Sanctions -
Total ERO Funding $ 293,280 $ 293,280 $ - $ 472,079 $ 178,799
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 293,280 $ 293,280 $ - $ 472,079 $ 178,799
Expenses
Personnel Expenses
Salaries $ 85,339 $ 85,339 $ - $ 135,300 $ 49,961
Payroll Taxes 6,528 6,528 - 10,350 3,822
Benefits 8,118 8,118 - 12,900 4,782
Retirement Costs 3,414 3,414 - 5,400 1,986
Total Personnel Expenses $ 103,400 $ 103,400 $ - $ 163,950 $ 60,550
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel - - - 15,000 15,000
Conference Calls - - - - -
Total Meeting Expenses $ - $ - $ - $ 15,000 $ 15,000
Operating Expenses
Consultants & Contracts $ - $ - $ - $ 24,000 $ 24,000
Office Rent - - - - -
Office Costs - - - - -
Professional Services - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ - $ - $ - $ 24,000 $ 24,000
Total Direct Expenses $ 103,400 $ 103,400 $ - $ 202,950 $ 99,550
SPP Inc. Indirect Expenses $ 189,880 $ 120,320 $ (69,560) $ 180,480 $ (9,400)
SPP RE Indirect Expenses $ - $ - $ - $ 88,649 $ 88,649
Total Expenses $ 293,280 $ 223,720 $ (69,560) $ 472,079 $ 178,799
Change in Assets $ - $ 69,560 $ 69,560 $ - $ -

Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -

Allocation of Fixed Assets

Change in Fixed Assets - - - - N

TOTAL CHANGE IN ASSETS $ - $ 69,560 $ 69,560 $ - $ -

2010 SPP Regional Entity Business Plan and Budget 9
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Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Sources

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

Personnel Expenses

e An increase of 0.5 FTE over the 2009 amount for increased activity to
accommodate the planned increased activity in development of regional reliability
standards.

Hiring Plans

SPP RE plans to hire 1 additional dedicated SPP RE Staff in 2010 to support
Reliability Standards. Historically, SPP RE has relied entirely on SPPShared staff
for this function. In 2008, SPP RE was able to use 0.2 FTE shared staff and in
2009 projects availability of .5 FTE. The addition of 1 direct FTE is expected to
resultin 1.5 FTE total for 2010.

Meeting Expenses

e No meeting expenses were budgeted for 2009. The proposed budget to support
this function in 2010 includes $15,000 for travel.

Operating Expenses

e No operating expenses are projected for 2009 or budgeted to support this function
in 2010.

2010 SPP Regional Entity Business Plan and Budget 10
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Compliance Monitoring and Enforcement and Organization Registration
and Certification Program

Certification Program Resources

(in whole dollars)

Compliance Monitoring and Enforcement and Organization Registration and

& Fixed Assets

2009 Budget 2010 Budget Increase(Decrease)
Total FTEs 6.0 14.0 8.0
Salary $834,653 Salary $2,097,900
Total Direct Travel $94,000 Travel $225,000
Expenses Training $25,000 Training $30,000 $1,464,247
P Consulting $330,000 Consulting $395,000
Total $1,283,653 Total $2,747,900
$
Total Indirect SPP Inc. $1,684,480
Expenses $1,139,280 SPP RE $1,024,760 $1,569,960
Total $2,709,240
Inc(Dec) in
Fixed Assets $0 $0 $0
Total Expenses $2.422,933 $ 5,457,140 $ 3,034,207

Program Scope and Functional Description

2010 Key Assumptions

e The number of registered entities in the SPP RE footprint remains relatively stable

e The number of non-CIP enforceable standards remain relatively stable

e The number of non-CIP violations processed remains relatively stable compared to
the 2007-2008 timeframe.

e The number of CIP audits will increase substantially to complete CIP audits of all
“Table 1” entities by 2010 yearend. Also, “Table 2" entities begin to become CIP

auditable in the second half of 2010.

e 2010 is expected to see a substantial upswing in the number of CIP possible
violations, as CIP audits continue to ramp up.

2010 Goals and Key Deliverables

. Implement FERC Audit recommendation to review staffing to ensure adequate
resources to fulfill delegated duties.

. Implement FERC Audit recommendation to ensure RE staff obtain corroborating
evidence to verify a registered entity’s compliance following a self report.

2010 SPP Regional Entity Business Plan and Budget
Approved by SPP RE Trustees: xx, 2009
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Six to eight on-site compliance audits of registered RC, BA, and TOP entities

Fifteen to eighteen on-site (or other approved methods) of compliance audits of
other registered entities [6-year cycle entities]

Six to eight spot audits of CIP Standards for RC, BA, and TOP entities not
previously scheduled of on-site compliance audits

Spot check/audits of specified standards as dictated by NERC 2010 Business
Plan

Perform reporting and analysis of Control Performance Standard [CPS]
performance and independent analysis and reporting of Disturbance Control
Standard [DCS] performance

Quarterly compliance surveys of specific reliability standards

Annual self-certification program

Semi-annual self-certification program for CIP standards

Monitoring of periodic data submittals

Compliance Violation Investigations, as necessary

Calculations and imposition of financial penalties or non-monetary sanctions for
non-compliance findings

Participate in Regional Hearing Process, as necessary
Two general compliance workshops for registered entities

One CIP workshop for registered entities

Funding Requirements — Explanation of Increase (Decrease)

The expansion of the SPP RE Compliance and Enforcement group is driven by several
factors, including:

The Regional Entities have produced an internal whitepaper, discussing the
evolution of the compliance monitoring of the CIP standards, recommending that
the on-site audit teams include 4 team members beginning in July 2010 for
required on-site audits of the 41 enforceable requirements contained in the CIP
standards. The SPP RE is required to either spot audit or fully audit all
Balancing Authorities, Transmission Operators, and Reliability Coordinators
between July 2009 and December 2010. The 2009 Budget included one FTE
for CIP Compliance work. Three additional FTEs compared to the 2009 Budget
will be required to create a 4 member team. One of these FTEs was reassigned
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to CIP Compliance work from the Compliance and Registration function during
2009 and an unbudgeted addition was authorized by the RE Trustees during
2009 to backfill the Registration function.

e One additional FTE compared to the 2009 Budget is proposed for Enforcement
to handled the expected substantial upswing in the number of CIP possible
violations, as CIP audits continue to ramp up.

e A workload analysis of the 2009/2010 CMEP program for non-CIP work has
determined that the SPP RE Compliance staff is approximately 2 FTE short and
that the Enforcement staff is approximately 2 FTE short of full staff requirements
to maintain an ongoing effective regional program compared to the 2009 Budget.
One of the Enforcement FTEs was hired as an unbudgeted additional FTE
during 2009 with RE Trustee approval.
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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 2010 business plan are shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget

Compliance and Organization Registration and Certification

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 2,422,933 $ 2,422,933 $ - $ 5,457,140 $ 3,034,208
Penalty Sanctions -
Total ERO Funding $ 2,422,933 $ 2,422,933 $ - $ 5,457,140 $ 3,034,208
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 2,422,933 $ 2,422,933 $ - $ 5,457,140 $ 3,034,208
Expenses
Personnel Expenses
Salaries $ 698,218 $ 900,000 $ 201,782 $ 1,794,100 $ 1,095,882
Payroll Taxes 53,414 68,900 15,486 117,600 64,186
Benefits 80,092 103,200 23,108 146,200 66,108
Retirement Costs 27,929 36,000 8,071 70,000 42,071
Total Personnel Expenses $ 859,653 $ 1,108,100 $ 248,447 $ 2,127,900 $ 1,268,247
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel 94,000 104,000 10,000 225,000 131,000
Conference Calls - - - - -
Total Meeting Expenses $ 94,000 $ 104,000 $ 10,000 $ 225,000 $ 131,000
Operating Expenses
Consultants & Contracts $ 330,000 $ 350,000 $ 20,000 $ 395,000 $ 65,000
Office Rent - - - - -
Office Costs - - - - -
Professional Services - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 330,000 $ 350,000 $ 20,000 $ 395,000 $ 65,000
Total Direct Expenses $ 1,283,653 $ 1,562,100 $ 278,447 $ 2,747,900 $ 1,464,247
SPP Inc. Indirect Expenses $ 1,139,280 $ 962,560 $ (176,720) $ 1,684,480 $ 545,200
SPP RE Indirect Expenses $ - $ - $ - $ 1,024,760 $ 1,024,760
Total Expenses $ 2,422,933 $ 2,524,660 $ 101,727 $ 5,457,140 $ 3,034,208
Change in Assets $ - $ (101,727) $ (101,727) $ - $ -
Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
Allocation of Fixed Assets
Change in Fixed Assets - - - - -
TOTAL CHANGE IN ASSETS $ - $ (101,727) $ (101,727) $ - $ -
2010 SPP Regional Entity Business Plan and Budget 14
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Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Sources

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

Personnel Expenses

e The dedicated personnel expenses have increased due to due a projected increase
in staffing requirements [see explanation above] and related personnel expenses.

Meeting Expenses
e Travel expenses increase associated with additional FTEs. Travel expenses are
based on the historical average travel expenditure per employee adjusted for the
change in the number of employees for 2010.

Operating Expenses

e OQOutside contractor costs have been increased due to expanded requirements of
compliance monitoring in the CIP area plus a general increase in the cost per hour
of these services.

Indirect Expenses

e The indirect expenses increased due to the increased FTEs. The indirect expenses
are assessed to the SPP RE based on a fixed rate per hour charged by the SPP RE
dedicated staff.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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Reliability Improvement Program

Reliability Readiness Evaluation and Improvement Program Resources
(in whole dollars)

2009 Budget 2010 Budget Increase(Decrease)
Total FTEs 0.5 (0.5)
. Salary $51,700
Total Direct ’
Expenses Travel $18,000 ($69,700)

Total $69,700

Total Indirect

Expenses $94,940 ($94,940)
Inc(Dec) in

Fixed Assets $0 80 %0
Total Expenses $164.640 ($164,640)

& Fixed Assets

Program Scope and Functional Description

2010 Key Assumptions
e The SPP RE anticipates that this program will not be active in 2010.

2010 Goals and Key Deliverables

e The SPP RE anticipates that there will be only nominal activity in 2010 in order to
close out any outstanding recommendations from previous Reliability Readiness
Evaluations

Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Requirements — Explanation of Increase (Decrease)
e The SPP RE anticipates that this program will not be active in 2010.

Personnel Expenses
e The SPP RE anticipates that this program will not be active in 2010.

Meeting Expenses
e The SPP RE anticipates that this program will not be active in 2010.

Operating Expenses

e The SPP RE anticipates that this program will not be active in 2010.
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Indirect Expenses
e The SPP RE anticipates that this program will not be active in 2010.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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Reliability Improvement Program

Funding sources and related expenses for the reliability standards section of the 2010 business plan are
shown in the table below.

Statement of Activities
2009 Budget & Projection, and 2010 Budget

Reliability Readiness Evaluation and Improvement

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 164,640 $ 164,640 $ - $ - $ (164,640)
Penalty Sanctions -
Total ERO Funding $ 164,640 $ 164,640 $ - $ - $ (164,640)
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 164,640 $ 164,640 $ - $ - $ (164,640)
Expenses
Personnel Expenses
Salaries $ 42,670 $ - $ (42,670) $ - $ (42,670)
Payroll Taxes 3,264 - (3,264) - (3,264)
Benefits 4,059 - (4,059) - (4,059)
Retirement Costs 1,707 - (1,707) - (1,707)
Total Personnel Expenses $ 51,700 $ - $ (51,700) $ - $ (51,700)
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel 18,000 - (18,000) - (18,000)
Conference Calls - - - - -
Total Meeting Expenses $ 18,000 $ - $ (18,000) $ - $ (18,000)
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Services - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ - $ - $ - $ - $ -
Total Direct Expenses $ 69,700 $ - $ (69,700) $ - $ (69,700)
SPP Inc. Indirect Expenses $ 94,940 $ 60,160 $ (34,780) $ - $ (94,940)
SPP RE Indirect Expenses $ - $ - $ - $ - $ -
Total Expenses $ 164,640 $ 60,160 $ (104,480) $ - $ (164,640)
Change in Assets $ - $ 104,480 $ 104,480 $ - $ -
Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
Allocation of Fixed Assets
Change in Fixed Assets - - - - -
TOTAL CHANGE IN ASSETS $ - $ 104,480 $ 104,480 $ - $ -
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ATTACHMENT 1

Training, Education, and Operator Certification Program

Training, Education, and Operator Certification Program Resources

(in whole dollars)

2009 Budget 2010 Budget Increase(Decrease)
Total FTEs 3.0 0 (3.0)
Salary $361,712
. Travel $21,000 :
Egta;n[ge';ed Meetings $153,800 Meetings $25,000 $ (521,172)
P Outside Svcs $9.660
Total $546,172
Total Indirect $
Expenses $569,640 SPP RE $5,780 $(563,860)
Inc(Dec) in
Fixed Assets %0 %0 %0
Total Expenses
& Fixed Assets $1,115,812 $ 30,780 $(1,085,032)

Program Scope and Functional Description
Compliance training is included in the Compliance Monitoring and Enforcement and
Organization Registration and Certification Program section.

Overarching Training Goals

Key Assumptions

2010 Goals and Key Deliverables

Funding Requirements — Explanation of Increase (Decrease)

Personnel Expenses

Meeting Expenses

Travel Expenses
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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 2010 business
plan are shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget

Training and Education

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 1,115,812 $ 1,115,812 $ - $ 30,780 $ (1,085,032)
Penalty Sanctions -
Total ERO Funding $ 1,115,812 $ 1,115,812 $ - $ 30,780 $ (1,085,032)
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 1,115,812 $ 1,115,812 $ - $ 30,780 $ (1,085,032)
Expenses
Personnel Expenses
Salaries $ 299,694 $ 299,694 $ - $ - $ (299,694)
Payroll Taxes 22,927 22,927 - - (22,927)
Benefits 27,104 27,104 - - (27,104)
Retirement Costs 11,988 11,988 - - (11,988)
Total Personnel Expenses $ 361,712 $ 361,712 $ - $ - $ (361,712)
Meeting Expenses
Meetings $ 153,800 $ 115,000 $ (38,800) $ 25,000 $ (128,800)
Travel 21,000 21,000 - - (21,000)
Conference Calls - - - - -
Total Meeting Expenses $ 174,800 $ 136,000 $ (38,800) $ 25,000 $ (149,800)
Operating Expenses
Consultants & Contracts $ 9,660 $ 9,660 $ - $ - $ (9,660)
Office Rent - - - - -
Office Costs - - - - -
Professional Services - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 9,660 $ 9,660 $ - $ - $ (9,660)
Total Direct Expenses $ 546,172 $ 507,372 $ (38,800) $ 25,000 $ (521,172)
SPP Inc. Indirect Expenses $ 569,640 $ 360,960 $ (208,680) $ - $ (569,640)
SPP RE Indirect Expenses $ - $ - $ - $ 5,780 $ 5,780
Total Expenses $ 1,115,812 $ 868,332 $ (247,480) $ 30,780 $ (1,085,032)
Change in Assets $ - $ 247,480 $ 247,480 $ - $ -
Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
Allocation of Fixed Assets
Change in Fixed Assets - - - - -
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Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Requirements — Explanation of Increase (Decrease)

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

Hiring Plans
e N/A

Personnel Expenses

e There is a decrease of 3 FTEs from the 2009 budget to reflect the decision not to
include operator type training in the RE budget.

Meeting and Travel Expenses

e There is a decrease of $153,800 from the 2009 budget to reflect the decision not to
include operator type training in the RE budget.

Operating Expenses

e There is a decrease of $9,660 from the 2009 budget to reflect the decision not to
include operator type training in the RE budget.

Indirect Expenses

e The indirect expensed decreased $569,640 from the 2009 budget to reflect the decision
not to include operator type training in the RE budget.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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Reliability Assessment and Performance Analysis Program

Reliability Assessment and Performance Analysis Program Resources
(in whole dollars)

2009 Budget 2010 Budget Increase(Decrease)

Total FTEs 3.4 4.0 0.6

Salary $351,558 Salary $437,200
Total Direct Travel $25,000 Travel $30,000 $90.642
Expenses Consulting $56,000 Consulting $56,000 '

Total $432,558 Total $523,200

$
Total Indirect SPP Inc. $481,280
Expenses $645,592 SPP RE $232,234 $67.922
Total $713,514

Inc(Dec) in
Fixed Assets %0 %0 %0
Total Expenses $1,078,150 $1,236,714 $ 158,564

& Fixed Assets

Program Scope and Functional Description

Background

In the United States, SPP as a NERC RE is required to “conduct periodic assessments of
the reliability and adequacy of the bulk-power system in North America.” (FPA, 8 215(g);
16 C.F.R.839.11.) In accordance with this responsibility and SPP’s responsibility to
support the reliability of the North American bulk power system, SPP intends to support
NERC's three reliability assessments each year: a long-term reliability assessment report,
a summer assessment report, and a winter assessment report. These reports will analyze
electricity demand and the Reliability and Adequacy Assessment Objectives adequacy of
supply throughout the North American bulk power system, as well as examine the
adequacy of the transmission system. SPP will also conduct inter-regional studies and
other planning studies to comply with NERC'’s various TPL standards.

The SPP RE is responsible for conducting Event Analyses on major reliability events within
the SPP RE footprint. This analysis may be conducted by the entity involved in the event,
an assigned SPP Working Group/Committee, a technical team comprised of industry
experts or may be conducted by the RE, NERC or FERC staff. The SPP RE is responsible
for producing a final technical report on each incident. Any issues that surface which may
lead to standards compliance questions will be handled through the Compliance
Monitoring & Enforcement Program portion of this Business Plan.

Program Scope and Functional Description

Reliability and adequacy assessments of the bulk power system will be conducted by
teams comprised NERC’s and RE professional and technical staff, along with volunteers
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from the electric industry, government, and academia who possess appropriate technical
competencies. Except when site visits are necessary to conduct analyses, these teams’
work will be conducted through conference calls, e-mail, website postings, other means of
electronic communications, and meetings. Meetings may be held at NERC’s headquarters
or at meeting locations around the United States and Canada selected for proximity to and
ease of access by team members.

SPP shared staff will conduct inter-regional studies or other planning studies in
coordination with its members. The work of these teams will be conducted through
conference calls, e-mail, website postings, other means of electronic communications, and
meetings at SPP’s headquarters or at locations around the United States selected for
proximity to and ease of access by team members. SPP RE staff will act as the RE liaison
with the SPP shared staff in supporting the analysis and publication of the annual NERC
assessments.

2010 Key Assumptions

2010 Goals and Key Deliverables
Reliability and Adequacy Assessment Objectives

e 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

e 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

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

e Conduct inter-regional and other planning studies to comply with NERC's TPL
standards, including participation in the Eastern Interconnection Reliability Assessment
Group

e 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

e Participate actively in new committees/task formed recently formed at NERC level
e Reliability Metrics Working Group (RMWG)
e Resource Issues Subcommittee (RIS)
e Loss of Load Expectation Group (LOLE)
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e Demand Response Data Task Force (DRDTF)
e Reliability Assessment Guidebook Task Force (RAGTF)

Funding Requirements — Explanation of Increase (Decrease)

SPP staff continues to remain active in 2010 to perform Reliability Assessment and
Performance Analysis functions. In addition, SPP staff is planning to get actively engaged
into several working groups recently formed at NERC level. These groups are
predominantly formed to ensure the consistency across the NERC footprint in defining
Reliability, Resource Adequacy and achieving effective Demand Response programs.
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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
2010 business plan are shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget

Reliability Assessment and Performance Analysis

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 1,078,150 $ 1,078,150 $ - $ 1,236,714 $ 158,564
Penalty Sanctions -
Total ERO Funding $ 1,078,150 $ 1,078,150 $ - $ 1,236,714 $ 158,564
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 1,078,150 $ 1,078,150 $ - $ 1,236,714 $ 158,564
Expenses
Personnel Expenses
Salaries $ 290,153 $ 290,153 $ - $ 360,800 $ 70,647
Payroll Taxes 22,197 22,197 - 27,600 5,403
Benefits 27,602 27,602 - 34,400 6,798
Retirement Costs 11,606 11,606 - 14,400 2,794
Total Personnel Expenses $ 351,558 $ 351,558 $ - $ 437,200 $ 85,642
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel 25,000 25,000 - 30,000 5,000
Conference Calls - - - - -
Total Meeting Expenses $ 25,000 $ 25,000 $ - $ 30,000 $ 5,000
Operating Expenses
Consultants & Contracts $ 56,000 $ 56,000 $ - $ 56,000 $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Services - - - - R
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 56,000 $ 56,000 $ - $ 56,000 $ -
Total Direct Expenses $ 432,558 $ 432,558 $ - $ 523,200 $ 90,642
SPP Inc. Indirect Expenses $ 645,592 $ 409,088 $ (236,504) $ 481,280 $ (164,312)
SPP RE Indirect Expenses $ - $ - $ - $ 232,234 $ 232,234
Total Expenses $ 1,078,150 $ 841,646 $ (236,504) $ 1,236,714 $ 158,564
Change in Assets $ - $ 236,504 $ 236,504 $ - $ -
Fixed Assets
Depreciation $ - $ B
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
Allocation of Fixed Assets
Change in Fixed Assets - - - - -
TOTAL CHANGE IN ASSETS $ - $ 236,504 $ 236,504 $ - $ -
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Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Sources

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

Personnel Expenses

e SPP RE changes include moderate changes to salaries and benefits of the 1 FTE
assigned to the SPP RE.

Meeting Expenses

e There are no specific meeting expenses associated with this activity from the dedicated
SPP RE staff.

Operating Expenses

e The SPP RE anticipates a modest increase to the cost per unit for its contractors.
e Travel expenses have been adjusted to reflect the average cost of travel per
employee plus a modest increase in the cost of travel.

Indirect Expenses

e The indirect expenses are assessed to the SPP RE based on a fixed rate per hour
charged by the SPP RE dedicated staff.

Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A
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Situational Awareness and Infrastructure Security Program

Situation Awareness and Infrastructure Security Program Resources
(in whole dollars)

2009 Budget 2010 Budget Increase(Decrease)
Total FTEs 0.75 0.75 0.00
. Salary $82,893 Salary $88,373
Eita;n[s)é;e“ Travel $18,000 Travel $18,000 $5,480
P Total $100,893 Total $106,373
$
Total Indirect SPP Inc. $90,240
Expenses $142,410 SPP RE $45,457 $(36.713)
Total $135,697
Inc(Dec) in
Fixed Assets $0 %0 %0
Total Expenses $243,303 $ 242,070 $ ($1,233)

& Fixed Assets

Program Scope and Functional Description

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 actively participates in NERC critical infrastructure protection activities and serves as
an information conduit between NERC and SPP members.

SPP sponsors a Critical Infrastructure Protection Working Group (CIPWG). The CIPWG:

e Serves as an expert advisory panel to the SPP Board of Directors, committees, and
members

e Provides a forum for discussion of physical and cyber security issues within the
SPP Region

e Serves as the interface between the NERC Critical Information Protection
Committee (CIPC) and the SPP membership, including:
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o Serving as a conduit for information flow between the CIPC and SPP
members

. Developing guidance and recommendations to CIPC members representing
the SPP

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

e Assists the SPP Compliance Manager with the conduct and evaluation of
compliance self-certification and field audits of NERC security standards

The CIPWG consists of SPP members who are subject to the NERC CIP Cyber Security

Standards (CIP-002-1 through CIP-009-1) 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 is represented on the CIPC by three SPP member company representatives who
represent the physical, cyber, and operations disciplines. Per the SPP Bylaws, SPP
reimburses the member representatives for travel expenses incurred while performing
CIPC responsibilities.

2010 Key Assumptions
The primary assumptions for 2010 are the continued financial and personnel support of the

SPP Critical Infrastructure Protection Working Group (CIPWG), and continued support for
CIPC patrticipation from designated SPP member representatives.

CIP compliance monitoring and enforcement is included in Compliance Monitoring and
Enforcement.

2010 Goals and Key Deliverables

e Continue sponsoring the Critical Infrastructure Protection Working Group (CIPWG)
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
e Provide enhanced support to SPP members about CIP Standards
e Provide general recommendations on appropriate security best practices
e Provide opportunities for technical and compliance-related training
e Provide Members Only discussion periods regarding CIP compliance
progress

e Maintain the CIPWG electronic malil lists for group discussion of CIP-related
issues

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

Staffing Needs
e N/A

Hiring Plans
e N/A

Shared Employees

e The acting SPP CIPWG Secretary, Philip Propes, will assist with the coordination
and setup for CIPWG meetings throughout 2010.

Contractors
e N/A

2010 SPP Regional Entity Business Plan and Budget 29
Approved by SPP RE Trustees: xx, 2009





ATTACHMENT 1
Section A — 2010 Business Plan

Situational Awareness and Infrastructure Security Program

Funding sources and related expenses for the situational awareness and infrastructure security section of
the 2010 business plan are shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget

Situational Awareness and Infrastructure Security

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 243,303 $ 243,303 $ - $ 242,069 $ (1,234)
Penalty Sanctions -
Total ERO Funding $ 243,303 $ 243,303 $ - $ 242,069 $ (1,234)
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 243,303 $ 243,303 $ - $ 242,069 $ (1,234)
Expenses
Personnel Expenses
Salaries $ 69,508 $ 69,508 $ - $ 72,623 $ 3,115
Payroll Taxes 5,317 5,317 - 5,550 233
Benefits 5,287 5,287 - 7,275 1,988
Retirement Costs 2,780 2,780 - 2,925 145
Total Personnel Expenses $ 82,893 $ 82,893 $ - $ 88,373 $ 5,480
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel 18,000 18,000 - 18,000 -
Conference Calls - - - - -
Total Meeting Expenses $ 18,000 $ 18,000 $ - $ 18,000 $ -
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Services - - - - -
Miscellaneous - - - - -
Depreciation - - - -
Total Operating Expenses $ - $ - $ - $ - $ -
Total Direct Expenses $ 100,893 $ 100,893 $ - $ 106,373 $ 5,480
SPP Inc. Indirect Expenses $ 142,410 $ 90,240 $ (52,170) $ 90,240 $ (52,170)
SPP RE Indirect Expenses $ - $ - $ - $ 45,457 $ 45,457
Total Expenses $ 243,303 $ 191,133 $ (52,170) $ 242,069 $ (1,234)
Change in Assets $ - $ 52,170 $ 52,170 $ - $ (0)
Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
Allocation of Fixed Assets
Change in Fixed Assets - - - - -
TOTAL CHANGE IN ASSETS $ - $ 52,170 $ 52,170 $ - $ (0)
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Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Sources

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

Personnel Expenses

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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Technical Committees and Members’ Forums

Background

e SPP Regional Entity provides forums for registered entities within its footprint to
discuss and share reliability concerns. This includes SPP committees,
subcommittees, working groups, and task forces that are grouped by technical
areas.

e The SPP Regional Entity also conducts a minimum of two public workshops per
year where registered entities are able to interact with SPP RE staff and NERC staff
and discuss reliability issues. These expenses are included in the Training
Statement of Activities for the 2010 Business Plan and Budget.

Program Description and Functions Performed

2010 Goals and Objectives

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 Requirements — Explanation of Increase (Decrease)
Staffing Needs

Hiring Plans

e No additional staff is planned for 2010. SPP plans to use existing shared staff to
support this function.

Shared Employees

e The SPP RE plans to use existing dedicated staff to support the annual RE public
workshops.

e SPP RE will use existing shared staff to support SPP forums, as listed above, in
2010.

Contractors
e No contractors are expected for 2010 to support this function.
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Technical Committees and Member Forums

Funding sources and related expenses for the Members’ Forums section of the 2010 business plan are
shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget

Technical Committees and Member Forums

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 25,000 $ 25,000 $ - $ - $ (25,000)
Penalty Sanctions
Total ERO Funding $ 25,000 $ 25,000 $ - $ - $ (25,000)
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 25,000 $ 25,000 $ - $ - $ (25,000)
Expenses
Personnel Expenses
Salaries $ - $ - $ - $ - $ -
Payroll Taxes - - - - -
Benefits - - - - -
Retirement Costs - - - - -
Total Personnel Expenses $ - $ - $ - $ - $ -
Meeting Expenses
Meetings $ 25,000 $ - $ (25,000) $ - $ (25,000)
Travel - - - - -
Conference Calls - - - - -
Total Meeting Expenses $ 25,000 $ - $ (25,000) $ - $ (25,000)
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Services - - - - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ - $ - $ - $ - $ -
Total Direct Expenses $ 25,000 $ - $ (25,000) $ - $ (25,000)
SPP Inc. Indirect Expenses $ - $ - $ - $ - $ -
SPP RE Indirect Expenses $ - $ - $ - $ - $ -
Total Expenses $ 25,000 $ - $ (25,000) $ - $ (25,000)
Change in Assets $ - $ 25,000 $ 25,000 $ - $ -
Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
Allocation of Fixed Assets
Change in Fixed Assets - - - - -
TOTAL CHANGE IN ASSETS $ - $ 25,000 $ 25,000 $ - $ -
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Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Sources

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

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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Administrative Services

Administrative Services
(in whole dollars)

2009 Budget 2010 Budget Increase(Decrease)

Total FTEs 2.5 4.0 1.5

Salary $348,219 Salary $595,600
Total Direct Travel $55,000 Travel $30,000
Expenses Trustee Fees $135,000 Trustee Fees $140,000 $ 227,381

P Hearings $150,000 Hearings $150,000
Total $688,219 Total $ 915,600
$

Total Indirect SPP Inc. $481,280

Expenses $474,700 SPP RE ($1,396,880) $($1,390,300)
Total (3915,600)

Inc(Dec) in

Fixed Assets $0 $0 $0

Total Expenses $1162 919 $0 5 (51.162019)

& Fixed Assets e 162,

General and Administrative

Program Scope and Functional Description

The General and Administrative function consists of the RE General Manager, the SPP RE
Counsel and three independent Regional Entity Trustees.

The RE General Manager provides executive level support through 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 Trustees are independent of the SPP Board of Directors, any SPP member, SPP
registered entity, industry stakeholder, or organizational group. The RE Trustees have
autonomy over decisions in fund allocation and approval of the SPP RE budget, as well as
decisions on regional standards, compliance enforcement actions, and penalties.

2010 Goals and Objectives
The functions and duties of the Regional Entity Trustees will include, but are not limited to
the following:

e Monitor all Registered Entities in the SPP footprint for compliance with ERO/FERC
requirements, including auditing and issuance of official findings,
e Administer SPP’s Compliance Enforcement Program,
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Coordinate and manage third party audits to confirm that SPP is conforming to ERO
policies and standards,

Impose penalties as prescribed and approved by ERO/FERC,

Regional Entity staff administration,

Regional Entity budget decisions,

Track and review Regional Standards from MOPC for submission to the ERO and
FERC for approval and implementation,

Complete a self-assessment annually to determine how effectively the Regional
Entity Trustees are meeting their responsibilities, and

Provide an annual report to the Board of Directors regarding the effectiveness of the
Regional Entity function and processes.

The SPP RE Counsel provides exclusive legal support to the SPP RE.

The RE General Manager ensures that the SPP RE fulfills the responsibilities of the RE
Delegation Agreement and provides these resources in a manner that is independent and
separate from other non-RE SPP responsibilities.?

Funding Requirements — Explanation of Increase (Decrease)

The Administrative costs are allocated to the functions in the 2010 Business Plan &
Budget resulting in zero funding requirements. Prior to allocation, the funding
requirements are expected to increase with the addition of the RE General Manager
in mid-year 2009 and an additional administrative support in 2009. The RE General
Manager was added to implement the recommendation from the FERC Audit. Due
to a significant increase in administrative work including the need to implement a
document management system an additional administrative assistant is required.
Travel expense is increased due to the increased FTEs needed to support this
function.

2 See 2009 SPP RE Organization Chart, the Compliance Monitoring and Enforcement and Organization Registration

and Certification and the Reliability Readiness Evaluation and Improvement Programs are overseen by the
Executive Director of Compliance to ensure separation from SPP non-statutory activities.
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Administrative Services

Funding sources and related expenses for the Administrative Services section of the 2010 Business Plan are
shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget

General and Administrative

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 1,630,710 $ 1,630,710 $ - $ - $ (1,630,710)
Penalty Sanctions
Total ERO Funding $ 1,630,710 $ 1,630,710 $ - $ - $ (1,630,710)
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 1,630,710 $ 1,630,710 $ - $ - $ (1,630,710)
Expenses
Personnel Expenses
Salaries $ 289,435 $ 365,200 $ 75,765 $ 498,800 $ 209,365
Payroll Taxes 22,142 27,900 5,758 33,600 11,458
Benefits 25,065 41,900 16,835 43,200 18,135
Retirement Costs 11,577 14,600 3,023 20,000 8,423
Total Personnel Expenses $ 348,219 $ 449,600 $ 101,381 $ 595,600 $ 247,381
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel 30,000 30,000 - 30,000 -
Conference Calls - - - - -
Total Meeting Expenses $ 30,000 $ 30,000 $ - $ 30,000 $ -
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Services 135,000 135,000 - 140,000 5,000
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 135,000 $ 135,000 $ - $ 140,000 $ 5,000
Total Direct Expenses $ 513,219 $ 614,600 $ 101,381 $ 765,600 $ 252,381
SPP Inc. Indirect Expenses $ 474,700 $ 481,280 $ 6,580 $ 481,280 $ 6,580
SPP RE Indirect Expenses $ - $ - $ - $ (1,246,880) $ (1,246,880)
Total Expenses $ 987,919 $ 1,095,880 $ 107,961 $ - $ (987,919)
Change in Assets $ 642,791 $ 534,830 $ (107,961) $ - $ (642,791)

Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -

Allocation of Fixed Assets

Change in Fixed Assets - - - - -

TOTAL CHANGE IN ASSETS $ 642,791 $ 534,830 § (107,961) - $ (642,791)
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Explanations of Variances — 2010 Budget versus 2009 Budget

Funding Sources

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

Personnel Expenses

Hiring Plans

e SPP RE plans to hire 1 additional dedicated SPP RE staff in 2009 to provide
sufficient administrative resources to implement a document management process
and augment provision of administrative support for many SPP RE confidential
matters including; preparation of audit files and documentation, preparation of
compliance violation and preliminary event analysis documentation, assistance with
expense reporting and invoice management, assistance with data requests, minor
database administration, budget monitoring, on-site support for compliance
workshops, and RE Trustees meeting preparations. (This position will be filled
midyear 2009 as an out of budget expense). The mid-year 2009 hire of the SPP RE
General Manager accounts for the remaining 0.5 FTE increase in 2010 above the
2009 Business Plan.

Shared Employees

e SPP shared staff are budgeted for through the SPP Indirect Costs. Shared staff
provides general and administrative services in support of the SPP RE programs. If
a shared staff incurs significant time and expense to support an RE activity, those
may be tracked directly to the RE. SPP shared staff beyond those directly
budgeted for in this section may provide administrative support and are budgeted
for through the SPP indirect costs.

Contractors
e No contractors are planned for 2010 to support this activity.

Meeting Expenses
e N/A

Operating Expenses

e The increase in operating expenses is due to increased Trustees Expenses
resulting from a small increase to payments for certain meetings.

Indirect Expenses

e The indirect expenses increased due to the increased FTEs. The indirect expenses
are assessed to the SPP RE based on a fixed rate per hour charged by the SPP RE
dedicated staff.
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Other Non-Operating Expenses
e N/A

Fixed Asset Additions
e N/A

Human Resources

Functional Description

e SPP will provide Human Resources support for the SPP Regional Entity, including
the hiring of any needed staff and the administration of payroll and benefits.

2009 Goals and Objectives
e To provide adequate human resources services for the SPP RE to fulfill the
responsibilities of the RE Delegation Agreement and to provide these resources in a
manner that is independent and separate from other non-RE SPP responsibilities.

Funding Requirements — Explanation of Increase (Decrease)

e The costs for HR services to support all RE program areas are accounted for within
the Indirect Costs. No specific direct costs for HR services are identified for 2020.

Staffing Needs
Hiring Plans

Shared Employees
e SPP shared staff are budgeted for through the SPP Indirect Costs. These shared
staff provides services in support of the SPP RE programs. If a shared staff incurs
significant time and expense to support an RE activity, those may be tracked
directly to the RE.

Contractors
e No contractors are planned for this activity.

Human Resources

Legal and Regulatory
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Functional Description

e The SPP RE has a General Counsel that provides exclusive legal support to the
SPP RE.® If SPP RE is required to convene hearings under the Compliance
Monitoring and Enforcement Program Exhibit C of the RE Delegation Agreement),
independent hearing officers may be utilized. Estimated hearing costs are included
to support 3 hearings in 2010

2010 Goals and Objectives
e Provide Legal and Regulatory services to support regular RE activities
e Provide hearing officer if SPP RE is required to convene hearings

Funding Requirements — Explanation of Increase (Decrease)

e The costs for Legal and Regulatory FTEs to support all RE program areas are
accounted for within the Administrative and General section. Estimated hearing
costs are included to support 3 hearings in 2010.

Staffing Needs

Hiring Plans
e No additional staff is planned for this area in 2010.

Shared Employees

e The SPP RE may require shared staff resources in 2010 to support this function.
Any time and expense by shared staff to support RE legal and regulatory activities
will be tracked.

Contractors
e If required, independent hearing officers will be contracted to lead hearings.

® SPP RE General Counsel is accounted for in the general and administrative budget for confidentiality
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Legal and Regulatory
Funding sources and related expenses for the Legal and Regulatory section of the 2010 Business Plan are
shown in the table below.

Statement of Activities

2009 Budget & Projection, and 2010 Budget
Legal and Regulatory

Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 150,000 $ 150,000 $ - $ - $ (150,000)
Penalty Sanctions
Total ERO Funding $ 150,000 $ 150,000 $ - $ - $ (150,000)
Membership Dues - -
Testing Fees - -
Services & Software - -
Workshops - -
Interest - -
Miscellaneous - -
Total Funding $ 150,000 $ 150,000 $ - $ - $ (150,000)
Expenses
Personnel Expenses
Salaries $ - $ - $ - $ - $ -
Payroll Taxes - - - - -
Benefits - - - - -
Retirement Costs - - - - -
Total Personnel Expenses $ - $ - $ - $ - $ -
Meeting Expenses
Meetings $ - $ - $ - $ - $ -
Travel - - - - -
Conference Calls - - - - -
Total Meeting Expenses $ - $ - $ - $ - $ -
Operating Expenses
Consultants & Contracts $ - $ - $ - $ - $ -
Office Rent - - - - -
Office Costs - - - - -
Professional Services 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)
Total Expenses $ 150,000 $ 150,000 $ - $ - $ (150,000)
Change in Assets $ - $ - $ - $ - $ -
Fixed Assets
Depreciation $ - $ -
Computer & Software CapEx - -
Furniture & Fixtures CapEx - -
Equipment CapEx - -
Leasehold Improvements - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -
Allocation of Fixed Assets
Change in Fixed Assets - - - - -
TOTAL CHANGE IN ASSETS $ - $ - $ - $ - $ -
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Information Technology

Functional Description

e The SPP Information Technology department provides resources for the SPP RE to
fulfill the responsibilities of the RE Delegation Agreement.

2010 Goals and Objectives

e To provide adequate information technology support for the SPP RE to fulfill the
responsibilities of the RE Delegation Agreement and to provide these resources in a
manner that is independent and separate from other non-RE SPP responsibilities.

Funding Requirements — Explanation of Increase (Decrease)

e The costs for IT services to support all RE program areas are accounted for within
the indirect costs. No specific direct costs for IT services are identified for 2010.

Staffing Needs

Hiring Plans

Shared Employees

e SPP shared staff used to support this function are providing support services only
and are budgeted for through SPP indirect costs.

Contractors
e No contractors are planned for this activity.

Information Technology
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Section B — 2010 Budget
2009 Budget and Projection and 2010 Budget Comparisons

Table 1

Statement of Activities

2009 Budget & Projection, and 2010 Budget

STATUTORY
Variance Variance
2009 Projection 2010 Budget
2009 2009 v 2009 Budget 2010 v 2009 Budget
Budget Projection Over(Under) Budget Over(Under)
Funding
ERO Funding
ERO Assessments $ 7,123,827 $ 7,123,827 $ - $ 7,438,783 $ 314,955
Penalty Sanctions - - - - -
Total ERO Funding $ 7,123,827 $ 7,123,827 $ - $ 7,438,783 $ 314,955
Membership Dues - - - - -
Testing Fees - - - - -
Services & Software - - - - -
Workshops - - - - -
Interest - - - - -
Miscellaneous - - - - -
Total Funding $ 7,123,827 $ 7,123,827 $ - $ 7,438,783 $ 314,955
Expenses
Personnel Expenses
Salaries $ 1,775,017 $ 2,009,894 $ 234,877 $ 2,861,623 $ 1,086,606
Payroll Taxes 135,789 153,769 17,980 194,700 58,911
Benefits 177,328 213,212 35,884 243,975 66,647
Retirement Costs 71,001 80,388 9,387 112,725 41,724
Total Personnel Expenses $ 2,159,134 $ 2,457,263 $ 298,129 $ 3,413,023 $ 1,253,888
Meeting Expenses
Meetings $ 178,800 $ 115,000 $ (63,800) $ 25,000 $ (153,800)
Travel 206,000 198,000 (8,000) 318,000 112,000
Conference Calls - - - - -
Total Meeting Expenses $ 384,800 $ 313,000 $ (71,800) $ 343,000 $ (41,800)
Operating Expenses
Consultants & Contracts $ 395,660 $ 415,660 $ 20,000 $ 475,000 $ 79,340
Office Rent - - - - -
Office Costs - - - - -
Professional Services 285,000 285,000 - 290,000 5,000
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses $ 680,660 $ 700,660 $ 20,000 $ 765,000 $ 84,340
Total Direct Expenses $ 3,224,594 $ 3,470,923 $ 246,329 $ 4,521,023 $ 1,296,428
SPP Inc. Indirect Expenses $ 3,256,442 $ 2,484,608 $ (771,834) $ 2,917,760 $ (338,682)
SPP RE Indirect Expenses $ - $ - $ - $ - $ -
Total Expenses $ 6,481,036 $ 5,955,531 $ (525,505) $ 7,438,783 $ 957,746
Change in Assets $ 642,791 $ 1,168,296 $ 525,505 $ - $ (642,791)

Fixed Assets
Depreciation $ - $ - $ - $ - $ -
Computer & Software CapEx - - - - -
Furniture & Fixtures CapEx - - - - -
Equipment CapEx - - - - -
Leasehold Improvements - - - - -
(Incr)Dec in Fixed Assets $ - $ - $ - $ - $ -

Allocation of Fixed Assets - - - - -

Change in Fixed Assets - - - - B

TOTAL CHANGE IN ASSETS $ 642,791 $ 1,168,296 $ 525,505 $ - $ (642,791)
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Personnel Analysis

FTEs are defined as full-time employees only. Fractional FTEs reflect part-time
employees, shared employees or employees who worked in fewer than all four quarters of
the year.

Table 2
Budget Projection Budget Change from

Total FTE's by Program Area 2009 2009 2010 2009 Budget

STATUTORY
Reliability Standards 1.0 1.0 15 0.5
Compliance and Organization Registration and Certification 6.0 8.0 14.0 8.0
Reliability Readiness Evaluation and Improvement 0.5 0.5 0.0 -0.5
Training and Education 3.0 3.0 0.0 -3.0
Reliability Assessment and Performance Analysis 3.4 3.4 4.0 0.6
Situational Awareness and Infrastructure Security 0.8 0.8 0.8 0.0

Total FTEs Operational Programs

Administrative Programs

Member Forums 0.0 0.0 0.0 0.0
General & Administrative 25 4.0 4.0 15
Information Technology 0.0 0.0 0.0 0.0
Legal and Regulatory 0.0 0.0 0.0 0.0
Human Resources 0.0 0.0 0.0 0.0
Accounting 0.0 0.0 0.0 0.0

Total FTEs Administrative Programs

2.5 4.0 LX) 1.5
Total FTEs 17.2 20.7 24.3 7.1
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2009 Organizational Chart

Table 3

RE
Executive
Support 1.5
Administration
Training, Technical
Standard Reliability Education & Committees Legal & Finance &
andards Readiness Personnel and Members’ Regulatory Accounting
Certification Forums
0.5 3 0 1 0
. (o (i )
Compliance Reliability Situation
& Assessment & Awareness & Information Human
Organization Performance Infrastructure Technology Resources
Certification Analysis Security
\_ \_ _J
6 34 0.75 0 0
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2010 Organizational Chart

Table 4

RE
General
Manager

1-2

Administration

I I I I
Training, Technical
Standard Reliability Education & Committees Legal & Finance &
andards Readiness Personnel and Members’ Regulatory Accounting
Certification Forums
1-1.5 0.5—-0 3—-0 0 1-2 0
. o L )
Compliance Reliability Situation
& Assessment & Awareness & Information Human
Organization Performance Infrastructure Technology Resources
Certification Analysis Security )
6—14 3.4—-4 0.75 0 0
16.65—24.25
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Table 5
Working Capital Reserve Analysis 2009-2010

STATUTORY
Beginning Working Capital Reserve (Deficit), December 31, 2008 214,632
Less: Penalty sanctions to be used as offset to 2010 assessments 0
Plus: 2009 ERO Funding (from LSEs or designees) 7,123,827
Plus: 2009 Other funding sources 0
Less: '2009 Projected expenses & capital expenditures (5,955,531)
Projected Working Capital Reserve (Deficit), December 31, 2009 1,382,928
Desired Working Capital Reserve, December 31, 2009 2 0
Less: Projected Working Capital Reserve, December 31, 2009 (1,382,928)
Increase(decrease) in assessments to achieve desired Working Capital Reserve (1,382,928)
2010 Assessment for Expenses and Capital Expenditures 7,438,783
Less: Penalty Sanctions ' 0
Less: Other Funding Sources 0
Adjustment to achieve desired Working Capital Reserve (1,382,928)
2010 Assessment 6,055,854

SPP RE does not require a working capital reserve in that on a cash basis, SPP is able to
fund shortfalls in its statutory (Regional Entity) funding through its operating cash
balances, and also has access to liquidity through a SPP bank credit facility.
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ATTACHMENT 1

Regional Entity Assessment Analysis

Assessments by Country

Table 6

Regional
Data Year Entity Total NEL U.S. NEL Canada NEL

Mexico NEL

% of RE
Total

US Total Canada Total | Mexico Total

Summary by Regional Entity

2008 FRCC
2008 MRO
2008 NPCC
2008 RFC
2008 SERC -
2008 SPP 207,575,000 207,575,000 100.000%
2008 TRE
2008 WECC
TOTAL 207,575,000 207,575,000 0% 100.000% 0.000% 0.000%
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Table 7

Statement of Activities

2011 and 2012 Projections

% %
2010 2011 $ Change Change 2012 $ Change  Change
Budget Projection 10v 11 10v 11 Projection 11v12 11v12
Funding
ERO Funding
ERO Assessments $ 7,438,783 $ - $ (7,438,783) 0.00% $ - $ -
Penalty Sanctions - - - - -
Total ERO Funding $ 7,438,783 $ - $ (7,438,783) 0.0% $ - $ -
Membership Dues - - - - -
Testing Fees - - - -
Services & Software - - - -
Workshops - - - -
Interest - - - -
Miscellaneous - - - -
Total Funding $ 7,438,783 $ - $ (7,438,783) 0.0% $ - $ -
Expenses
Personnel Expenses
Salaries 2,861,623 - (2,861,623) 0.0% - -
Payroll Taxes 194,700 - (194,700) 0.0% - -
Benefits 243,975 - (243,975) 0.0% -
Retirement Costs 112,725 - (112,725) 0.0% - -
Total Personnel Expenses $ 3,413,023 $ - $ (3,413,023) 0.0% $ - $ -
Meeting Expenses
Meetings $ 25,000 $ - $ (25,000) 0.0% - -
Travel 318,000 - (318,000) 0.0% - -
Conference Calls - - - - -
Total Meeting Expenses $ 343,000 $ - $ (343,000) 0.0% $ - $ -
Operating Expenses
Consultants & Contracts $ 475,000 $ - (475,000) 0.0% - -
Office Rent - - - - -
Office Costs - - - - -
Professional Services 290,000 - (290,000) 0.0% - -
Miscellaneous - - - - -
Depreciation - - - - -
Total Operating Expenses 765,000 - (765,000) 0.0% - -
SPP Inc. Indirect Expenses $ 2,917,760 $ - $ (2,917,760) 0.0% - -
SPP RE Indirect Expenses $ - $ - $ - - -
Total Expenses $ 7,438,783 $ - $ (7,438,783) 0.0% $ - $ - 0.0%
Change in Assets $ - $ - $ - $ - $ -
Fixed Assets -
Depreciation $ - 0 0 0
Computer & Software CapEx - 0 0 0
Furniture & Fixtures CapEx - 0 0 0
Equipment CapEx - 0 0 0
Leasehold Improvements - 0 0 0
Change in Fixed Assets $ - $ - $ - $ - $ -
TOTAL CHANGE IN ASSETS $ - $ - $ - $ - $ -
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Penalty Sanctions Received Prior to June 30, 2009

Date Receive Amount Received

Name of Entity

Total Penalties Received $

No Penalties were received prior to June 30, 2009.
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Breakdown by Statement of Activity Sections

The following detailed schedules are in support of Table 1, page xxx, of the 2010 RE
business Plan and budget. All significant variances have been disclosed by program area
in the preceding pages

Supplemental Funding
N/A
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Personnel Expenses

Table B-2
Variance
Projection 2010 Budget v
Personnel Expenses 2009 2009 Budget Variance %
Salaries
Salary $ 1,775,018 $ 2,009,894 $ 2,861,623 $ 1,086,605 61.2%

Employment Agency Fees -
Temporary Office Services -

Total Salaries $ 1,775,018 $ 2,009,894 $ 2,861,623 $ 1,086,605 61.2%
Total Payroll Taxes $ 135,789 $ 153,769 $ 194,700 $ 58,911 43.4%
Benefits

Workers Compensation $ - $ - $ - $ -

Medical Insurance 141,570 177,420 202,075 60,505 42.7%
Life-LTD-LTC Insurance 10,758 10,792 11,900 1,142 10.6%
Education 25,000 25,000 30,000 5,000 20.0%
Relocation -

Total Benefits $ 177,328 $ 213212 % 243,975 $ 66,647 37.6%
Retirement

Discretionary 401k Cont. $ 71,000 80,388 $ 112,725 % 41,725 58.8%
Savings Plan -

Total Retirement $ 71,000 $ 80,388 $ 112,725 $ 41,725 58.8%
Total Personnel Costs $ 2,159,134 $ 2,457,263 $ 3,413,023 $ 1,253,888 58.1%
FTEs 17.2 20.7 24.3 7.1 41.4%

Cost per FTE

Salaries $ 103,500 $ 97,331 $ 118,005 14,505 14.0%
Payroll Taxes 7,918 7,446 8,029 111 1.4%

Benefits 10,340 10,325 10,061 (279) -2.7%

Retirement 4,140 3,893 4,648 509 12.3%

Total Cost per FTE $ 125,897 $ 118,996 $ 140,743 $ 14,846 11.8%
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Consultants and Contracts
Table B-3

Variance

Projection Budget 2010 Budget v
Consultants 2009 2010 2009 Budget Variance %

Consultants

Reliability Standards $ -
Compliance and Organization Registration and Certification 260,000 280,000 325,000 65,000 16.07%
Reliability Readiness Evaluation and Improvement-instead of FTE -
Reliability Assessment and Performance Analysis 56,000 56,000 56,000 - 0.00%

Training and Education -
Situational Awareness and Infrastructure Security-NASPI -
Committee and Member Forums -
General and Administrative -
Legal and Regulatory-Self Assessment -
Information Technology -
Human Resources-Executive Search -
Accounting and Finance -

Consultants Total $ 316,000 $ 336,000 $ 381,000 $ 65,000 13.39%
Variance
Projection 2010 Budget v
Contracts 2009 2009 Budget Variance %
Contracts
CDMS Software Costs $ 70,000 $ 70,000 $ 70,000 $ -
Reliability Standards Voting Tool Software 24,000 24,000

Assessment Studies -
TADS Development -
Subtotal - Compliance and Reliability Assessment Contracts _$ 70,000 $ 70,000 $ 94,000 $ 24,000 34.29%

RCIS Support -
Resource Adequacy Tool (Srv Agreement) -
Inadvertent Interchange -
AIE Monitoring -
CPS1-Balancing Authority ACE Limit Monitoring -
Frequency Monitoring -
Intelligent Alarms/DARA (Srv Agreement) -
Resources Subcommittee Maintenance -

Subtotal -Situational Awareness Contracts _$ - $ - $ - $ -

Frame Relay $ - $ - $ - $ -

Contract - IDC

SDX Support $ -
SDX Maintenance -
IDC Maintenance -
DF Support Services Contract -
IDC Client Contracts -
IDC Client Billing -
IDC Base Contract -
NERC Factor Viewer (NFV) -
Book of Flowgate Database -
Book of Flowgate Database Maintenance -
E-Tag Maintenance -
Contracts - IDC Total $ - $ - $ - $ -

Education and Training

System Operator Testing Expenses $ 9,660 $ 9,660 $ (9,660)
System Operator Job Analysis -
System Operator Examination Development -
Database Development -
Course Development-Compliance, Standards -
NERC Staff Training -
Design a Course

Education and Training Total $ 9,660 $ 9,660 $ - $ (9,660) -100.00%

Canadian Affairs Representative $ - $ - $ - $ -

Contracts Total $ 79,660 $ 79,660 $ 94,000 $ 14,340 18.00%
Total Consulting and Contracts $ 395,660 $ 415,660 $ 475,000 $ 79,340 14.28%

2010 SPP Regional Entity Business Plan and Budget 53
Approved by SPP RE Trustees: xx, 2009





ATTACHMENT 1
Section B — 2010 Regional Entity Budget

Table B-4
Variance
Budget Projection Budget 2010 Budget v
Office Rent 2009 2009 2010 2009 Budget Variance %

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

This is a cost included in the SPP Indirect Expense Rate. Overhead costs for
services provided by SPP, Inc. such as payroll, human resources, information
technology, executive leadership, communications, office costs and other support
services are included in the SPP Indirect Expense Rate.

Table B-5

Variance

Budget Projection Budget 2010 Budget v
Office Costs 2009 2009 2010 2009 Budget  Variance %

Telephone $ - $ - $ - $ -
Internet -
Office Supplies -
Computer Supplies and Maintenance -
Publications & Subscriptions -
Dues -
Postage -
Express Shipping -
Copying -
Reports - Graphics -
Stationary Forms -
Equipment Repair/Service Contracts -
Bank Charges -
Sales & Use Taxes -
Merchant Card Fees -
Presentation & Publicity -

Total Office Costs $ - $ - $ - $ -
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This is a cost included in the SPP Indirect Expense Rate. Overhead costs for
services provided by SPP, Inc. such as payroll, human resources, information
technology, executive leadership, communications, office costs and other support
services are included in the SPP Indirect Expense Rate.

Table B-6
Variance
Budget Projection Budget 2010 Budget v
Professional Services 2009 2009 2010 2009 Budget Variance %
Independent Trustee Fees $ 135,000 $ 135,000 $ 140,000 $ 5,000 3.70%
Outside Legal 150,000 150,000 150,000 - 0.00%

Accounting & Auditing Fees -
Other Legal Fees -
Insurance Commercial -

Total Services $ 285000 $ 285000 $ 290,000 $ 5,000 1.75%

Table B-7

Variance
Budget Projection Budget 2010 Budget v

Other Non-Operating Expenses 2009 2009 2010 2009 Budget Variance %

Interest Expense $
Office Relocation

Total Non-Operating Expenses $ - $ - $ - $ -
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Section C — Non-Statutory

Section C — 2010 RE Non-Statutory Business Plan and Budget
Background

Southwest Power Pool, Inc. (SPP) is a Regional Transmission Organization, mandated by
the Federal Energy Regulatory Commission to ensure reliable supplies of power, adequate
transmission infrastructure, and competitive wholesale prices of electricity. These activities
are budgeted for separately from the SPP RE and constitute the non-statutory activities
further described in this Section.

Membership and Governance (for non-statutory activities)

SPP is a relationship-based organization with member-driven processes offering
independence through diversity in Organizational Group membership and recognition that
reliability and economic/equity issues are inseparable. SPP strives to continuously
improve and implement new concepts in a deliberate evolutionary manner.

SPP membership is voluntary and open to any electric utility, federal power marketing
agency, transmission service provider, any entity engaged in the business of producing,
selling and/or purchasing electric energy for resale, and any entity willing to meet the
membership requirements, including execution of the Membership Agreement.
Membership is also open to entities eligible to take service under the SPP Open Access
Transmission Tariff (OATT). SPP offers its Members greater efficiency and service
reliability through better coordination.

SPP members serve over 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: Independent administration of the Open Access Transmission Tariff

that provides one-stop shopping for regional transmission service with consistent rates and
terms.
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Reliability Coordination: SPP monitors power flow throughout our footprint. We anticipate
problems and take preemptive action to mitigate operating limit violations. SPP
coordinates regional response in emergency situations or blackouts.

Regional Scheduling: SPP ensures that the amount of power sent is coordinated and
matched with power received. SPP's regional scheduling service reduces the number of
entities with which SPP members and customers have to coordinate.

Market Operations: SPP administers an Energy Imbalance Marketplace, monitors
resource/load balance and ensures that less expensive power is used to serve load before
expensive power, all while ensuring system reliability is met.

Expansion Planning: SPP's planning process seeks to identify system limitations and
develop transmission upgrades for increased capacity.

Contract Services: SPP provides reliability, tariff administration, and scheduling for non-
members on a contract basis.

Finally, as a Public Utility under the Federal Power Act, SPP is required to submit its
budget to the Commission. The Commission already has approved SPP’s activities and
has ordered that SPP’s budgets be filed with the Commission. *

% 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 1 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 1 61,003 (2004), order on reh’g, 110 FERC { 61,138 (2005); Sw. Power Pool, Inc., 106
FERC 1 61,110 (2004).
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Schedule for Preparation and Approval of SPP Inc.’s Overall Annual Budget

SPP’s overall annual budget is prepared on a budget cycle to be approved by its
independent Board of Directors annually at its October meeting. Because of this timing
difference with the NERC budget process; SPP is unable to provide an accurate 2010 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
guarter 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.
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© SPS‘Pu thwest

Power Pool

SOUTHWEST POWER POOL
2009 BUDGET & 2008 FORECAST

2009 2008
(000's) Budget Forecast
Tariff Administration Service 56,601 56,536
Fees and Assessments 18,227 11,491
Contract Services Revenue 21,538 18,526
Study Revenue 4,911 3,359
Other Income 325 753
Total Revenue 101,602 90,664
Salary & Benefits 48,659 40,757
Employee Travel 1,504 1,417
Administrative 2,821 2,354
Assessments and Fees 11,103 7,551
Meetings 644 555
Communications 2,805 2,181
Maintenance 4,893 4,332
Leases 1,090 983
Outside Services 16,552 13,548
Regional State Committee 699 757
Depreciation & Amortization 20,709 17,212
Interest Expense 3,524 2,579
Interest Income (750) (942)
Total Expenses 114,253 93,285
Net Income (12,651) (2,620)
Debt Repayment 8,206 12,206
MW/h Forecast 331,360 296,135
Net Revenue Requirement 56,478 53,879
Calculated Admin Fee / MWh $0.170 $0.182
Recommended Admin Fee / MWh $0.170 $0.190
Capital Expense 29,637
Headcount 417
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Section D — Additional Financial Data

Section D

2010 Consolidated Statement of Activities by Program, Statutory and Non-Statutory
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ATTACHMENT 5§
David W. Hilt

N I_ I !‘ Vice President and Director of Compliance

B
NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

Monday, June 15, 2009

Matthew L. Wade

General Counsel — Lubbock Power & Light
1301 Broadway

Lubbock, Texas 79401

Lubbock Power & Light, RA0O80006
Dear Mr. Wade:

Enclosed is the decision of the NERC Board of Trustees Compliance Committee on the appeal of
Lubbock Power & Light regarding its inclusion on the NERC Compliance Registry within the
Southwest Power Pool Region for the function of Transmission Owner.

Lubbock Power & Light has the right to file an appeal of this ruling with the Federal Energy
Regulatory Commission within 21 days of the issuance of this decision, as specified in Rule
501.1.3.4 of NERC’s Rules of Procedure.

Sincerely,

iy

David W. Hilt
Vice President and Director of Compliance

Enclosure

cc: Ronald Ciesiel, Executive Director of Compliance, Southwest Power Pool
Stacy Dochoda, General Manager, Southwest Power Pool
Alison Hayes, Regional Entity Counsel, Southwest Power Pool
Gary Zheng, Chief Executive Officer, Lubbock Power & Light
Dale Stephens, Electric Distribution Superintendent, Lubbock Power & Light
Craig Lawrence, Manager of Organization Registration and Certification, NERC
Brian Hamilton, Engineer of Organization Registration, NERC
Rebecca Michael, Assistant General Counsel, NERC

116-390 Village Blvd.
Princeton, NJ 08540

. 609.452.8060 | www.nerc.com






N ERC ATTACHMENT
I

NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

Board of Trustees Compliance Committee
Decision on Appeal of Compliance Registry Determination
(Issued June 15, 2009)

In this decision, the NERC Board of Trustees Compliance Committee affirms the decision of the
Southwest Power Pool Regional Entity (SPP RE) region to include Lubbock Power & Light
(LP&L) on the NERC Compliance Registry as a Transmission Owner (TO).

Statement of Appeal

On February 27, 2009, LP&L* filed an appeal of its inclusion by SPP RE on the NERC
Compliance Registry for the function of TO.

LP&L is the municipally owned electric utility of the City of Lubbock, Texas. LP&L also is
currently registered on the NERC Compliance Registry as a Distribution Provider (DP) and a
Load-Serving Entity (LSE), and is connected to the Southwestern Public Service system (SPS), a
division of Xcel Energy.> LP&L’s registration as a DP and LSE are not at issue here.

LP&L is a full requirements wholesale customer of SPS and as such is connected to SPS via four
230 kV transmission interconnection tie line elements that are owned by LP&L totaling 8.45
miles in length.® The interconnection tie lines are owned and operated by LP&L and are
strategically located around the City of Lubbock.* These tie lines give LP&L “the advantage of
purchasing power ‘off-system,” providing additional power for [LP&L’s] customers if needed.
Each interchange is capable of importing up to 100 MVVA.”® These lines interconnect LP&L
substation facilities, 230/69kV transformers, to the transmission grid of SPS. The tie lines
operate at 230 kV and once the lines enter LP&L’s substation, the tie lines are immediately
stepped down to 69 kV. LP&L distribution system is operated at 69 kV, contains approximately
250 megawatts (MW) of generating capacity and has a peak system load of approximately 380
MW.® Of the 69 kV power lines, 27.49 miles have been constructed for operation at 115 kV.
When system load dictates, these lines will be converted to 115 kV and provide an additional
250% of transmission capacity as a result of the increased voltage.’

! http:/Ipandl.ci.lubbock.tx.us/
2 See Lubbock Power & Light Appeal of February 27, 2009 (LP&L Appeal) at 1.
® http://Ipandl.ci.lubbock.tx.us/Iplresource.htm. See also LP&L Appeal at 1. NERC notes that on LP&L’s website it
states that the “interconnections are tied to LP&L through 8.45 miles of 230 kV transmission lines;” however, in its
appeal, LP&L states that the tie lines “total a distance of less than eight (8) miles.”
: http://Ipandl.ci.lubbock.tx.us/Iplresource.htm
Id.
® SPP RE Assessment at 2.
" http://Ipand|.ci.lubbock.tx.us/Iplresource.htm
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RELIABILITY CORPORATION

Rule

Rule 501.1.2.5 of NERC’s Rules of Procedure states that an entity directly connected to the bulk
power system (BPS) selling, purchasing, or transmitting electric energy over the BPS will
generally be considered a user of the BPS, unless the entity’s actions or facilities have no
material impact on the BPS. Rule 501.1.2.2 states that all “electrical generation resources,
transmission lines, interconnections with neighboring systems, and associated equipment,
generally operated at voltages of 100 kV or higher will be considered part of the bulk power
system.” Rule 501.1.4 further provides that “[f]or all geographical or electrical areas of the bulk
power system, the registration process shall ensure that (1) no areas are lacking any entities to
perform the duties and tasks identified in and required by the reliability standards to the fullest
extent practical, and (2) there is no duplication of such coverage or of required oversight of such
coverage.”

Additionally, NERC maintains a Compliance Registry of the provisions in the NERC Statement
of Compliance Registry Criteria (Rev. 5.0) that apply to this case are section I11.d.1 “An entity
that owns/operates an integrated transmission element associated with the bulk power system
100 kV and above, or lower voltage as defined by the Regional Entity necessary to provide for
the reliable operation of the interconnected transmission grid” and section 111.d.2 “An entity that
owns/operates a transmission element below 100 kV associated with a facility that is included on
a critical facilities list that is defined by the Regional Entity.”

Section Il of the NERC Statement of Compliance Registry Criteria (Rev. 5.0) defines a TO as an
“entity that owns and maintains transmission facilities.”

Additionally, the NERC Statement of Compliance Registry Criteria (Rev. 5.0) provides that any
“entity reasonably deemed material to the reliability of the bulk power system will be registered,
irrespective of other considerations.”

Procedures

On February 27, 2009, as supplemented on March 13, 2009, LP&L filed an appeal of its TO
registration in the SPP RE Region (LP&L Appeal). On March 23, 2009, SPP RE provided its
detailed basis for including LP&L on the NERC Compliance Registry (SPP RE Assessment).

On June 10, 2009, the NERC Board of Trustees Compliance Committee considered the appeal
filed by LP&L and the SPP RE Assessment, in accordance with the provisions of Rule 501 of the
NERC Rules of Procedure.

Statement of Facts

SPP RE registered LP&L for the function of TO within its footprint. SPP RE registered LP&L
as a TO pursuant to the criteria set forth in the NERC Statement of Compliance Registry Criteria
(Rev. 5.0) in Sections I11.d.1 and the definition of TO, which are set forth above. In its appeal,
LP&L seeks to exempt itself as a TO on the NERC Compliance Registry.

Board of Trustees Compliance Committee
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Analysis

While LP&L recognizes that it owns and operates four transmission lines operated at 230 kV,
LP&L argues that it should not be registered as a TO because:® (1) LP&L should not be
registered per NERC’s registration criteria because (a) its lines are not integrated transmission
elements, (b) its tie lines are not necessary for the reliable operation of the interconnected
transmission grid of SPS and (c) its distribution network operates at 69 kV; and (2) it cannot
materially affect the reliability of the BPS because its peak load is less than SPS’ most severe
contingency, and export of energy is precluded due to transformers [impedance], citing a letter
from an SPP Transmission Control Center manager.

After review and consideration of the arguments advanced by LP&L and the SPP RE
Assessment, the NERC Board of Trustees Compliance Committee has determined that LP&L is
properly registered in the SPP RE region as a TO. There are two categories of arguments raised
by LP&L. First, LP&L objects to its registration as a TO on the grounds that it does not meet the
criteria. Second, LP&L objects to being subject to the TO reliability standards, on the grounds
that it cannot affect the reliability of the BPS. These arguments do not support removal of LP&L
as a TO from the NERC Compliance Registry. Each is addressed in turn below.

1. LP&L meets the criteria for registration as a TO.

LP&L states that it should not be registered as TO because it does not meet the NERC Statement
of Compliance Registry Criteria. LP&L argues that it does not own an “integrated transmission
element associated with the bulk power system.” LP&L uses the four tie lines to connect to the
SPS system for the sole purpose of being a full requirement wholesale customer. According to
LP&L, while it can receive energy from SPS at 230 kV, it cannot transmit any energy to SPS at a
voltage higher than 69 kV due to the transformers at the substation.® The transformers used to
step down the voltage from 230 kV to 69 kV are located at LP&L’s end of the tie line instead of
SPS’ end of the tie line.

The TO reliability standards apply to owners of transmission facilities. According to the FERC-
approved NERC Statement of Compliance Registry Criteria (Revision 5.0), a TO is “The entity
that owns and maintains transmission facilities.” Section I11.d.1 states that a TO is “An entity
that owns/operates an integrated transmission element associated with the bulk power system
100 kV and above, or lower voltage as defined by the Regional Entity necessary to provide for
the reliable operation of the interconnected transmission grid.”

Thus, to be a TO, LP&L must own transmission facilities. Specifically, to meet the requirements
of Section I11.d.1 of the criteria, LP&L must own an integrated transmission element associated
with the BPS 100 kV and above. Certain requirements of the approved reliability standards
apply to TOs including the requirement to maintain proper clearances around transmission
facilities from vegetation in accordance with reliability standard FAC-003, for example.

 LP&L Appeal at 1-3.
°1d. at 2.
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By its own admissions, LP&L meets these requirements. First, LP&L admits that its
interconnection facilities, which connect to the SPS BPS, are transmission facilities that are rated
at 230 kV. In addition, on its own web site, LP&L admits that it owns other lines (the 69 kV
lines) that can be energized up to 115 kV.'° Moreover, LP&L admits that these lines can be used
to import off-system power for the benefit of its customers.** There is no requirement that they
also be used “to send energy at 230 k" to SPS.*2

The length of the lines, all approximately less than eight miles,*® also does not alter this
conclusion. Regarding LP&L’s reliance on the fact that SPS owns and operates one end of the
tie line, SPP RE makes clear that there are no requirements that a transmission line be wholly
owned by a single entity before it is declared a bulk power system element. In addition, it is
common for multiple entities to own segments of transmission lines and when the ownership is
clearly divisible, the individual owners must be registered as a TO, if the transmission line meets
the other attributes of a bulk power system line.*

Despite LP&L’s arguments to the contrary, the four 230 kV transmission lines are integrated
transmission elements associated with the BPS 100 kV and above. The fact that its distribution
system operates at 69 kV and that the 230 kV transmission lines are stepped down to 69 KV is
irrelevant and do not change this result. SPP RE also properly recognizes that if the transformers
were located at the SPS substation and the tie line extensions were made at 69 kV the segments
in question would not be part of the bulk power system. However, as SPP RE correctly notes,
the lines were extended from the SPS substation to LP&L and the lines are operated at 230 kV,
not 69 kV. Because of the four tie lines, LP&L must be registered.

In addition, the committee agrees with SPP RE’s determination that the transmission lines do not
qualify for the radial line exclusion from the bulk electric system definition, because: (1) the
lines do not serve ‘only load,” given that there is approximately 250 MW of generation supported
by the LP&L system; (2) the load served by LP&L has more than one transmission source and
LP&L uses the 230 kV lines to import energy for its customers; (3) the four transmission lines
are required to be in the compliance program through the applicability of the vegetation
management standard [FAC-003], with which only TOs must comply; and (4) LP&L has not
transferred compliance responsibilities to a third party registered in SPP RE as a TO by written
agreement.’

2. LP&L can materially affect the reliability of the BPS by virtue of its 230 kV
transmission lines.

In LP&L’s appeal, LP&L states that in order to be a full requirement wholesale customer of SPS,
SPS required that LP&L’s system cannot have a material impact on the BPS. Accordingly,
LP&L had the responsibility to own and maintain the transmission lines exiting SPS’

19 http://Ipand|.ci.lubbock.tx.us/Iplresource.htm
1 http://Ipand|.ci.lubbock.tx.us/Iplresource.htm
12 Lubbock Appeal at 2.

13 See supra n.3.

14 SPP RE Assessment at 3-4.

¥1d. at 3.
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substation.’® LP&L goes on to state there are no other interconnections to these four tie lines
and that the lines are not part of any other system.

LP&L states that it cannot affect the reliability of the BPS, because LP&L’s total peak load is
less than SPS’ single most severe contingency; the total loss of LP&L’s system

would not materially impact SPS. Therefore, LP&L believes that if the total loss of their system
would not have a material impact on SPS’ system, it cannot have a material impact on the bulk
power system.*’

LP&L states that if its system were to lose all of its load, this would not have a material impact
on the bulk power system. However, SPP RE states in its assessment that LP&L failed to
discuss or analyze the fact that its integrated 69 kV system supports approximately 250 MW of
generation that is claimed by SPS on the EIA 411 data submittal form and that is modeled in the
SPP RE power flow systems. Due to the integrated nature of the system, a failure of one or more
of the 230 KV lines feeding the various LP&L substations would have an impact on the bulk
power system by shifting load to other sections of the bulk power system.*® Further, to consider
such loads and generation in isolation as opposed to integrated with the other loads and
generations on the BPS, is inappropriate.

SPP RE’s assessment of this point concludes “loss of load” is not the only consideration for
materiality. SPP RE states that a loss of one or more of the interconnected 230 kV tie line would
result in load flow shifting to the remaining tie lines. This clearly shows the integrated nature of
these tie lines and their necessity for the reliable operation of the interconnection of LP&L, not
SPS.

Finally, LP&L cites a letter from an SPS manager who refers to having looked at LP&L tie line
operation and relay coordination (looking toward LP&L system from SPS) and seeing “no
impacts that would cause us concern.” Furthermore, he states system flow thru is “very
unlikely” because of the high impedance of the four LP&L 230/69kV transformers. However,
these claims are unsubstantiated by analysis or any documented review of the protective relay
scheme.

L P&L Appeal at 1-2.
d. at 2.
18 SPP RE Assessment at 4.
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Conclusion

The NERC Board of Trustees Compliance Committee finds that LP&L is properly included on
NERC’s Compliance Registry as a TO. LP&L has the right to file an appeal of this ruling with
the Federal Energy Regulatory Commission, in accordance with 18 C.F.R. Part 385, within 21
days of the issuance of this decision, as specified in Rule 501.1.3.4 of NERC’s Rules of
Procedure, and LP&L is a user and owner of the Bulk Power System because it owns and
maintains BPS Transmission facilities, therefore meets the registration criteria for TO. The
NERC Board of Trustees Compliance Committee denies LP&L’s request for removal of TO
status from the NERC Compliance Registry.

The Committee notes that SPP RE has not also registered LP&L as a Transmission Operator
(TOP) with respect to these facilities. Therefore, the Committee directs SPP RE to evaluate
whether LP&L or another entity should be registered as a TOP for these facilities. SPP RE
should report back to the Committee on this issue within forty-five days of receipt of the
decision.

By the Board of Trustees Compliance Committee
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Little Rock, AR

s MINUTES -

SPP RE Trustee Chairman, John Meyer, called the meeting to order at 1:10 p.m. The following
Trustees were also in attendance: Gerry Burrows, Dave Christiano. Others at the meeting were:
Stacy Dochoda, Ron Ciesiel, Machelle Smith, Kevin Perry, Mak Nagle, Tracy Stewart (SWPA),
Nicki Perryman (SWPA) and Alison Hayes, SPP RE Staff Secretary. The following attended via
teleconference: John Allen (City of Springfield), Jeff Knottek (City of Springfield), Alice Murdock
(Xcel Energy), Tim Wooley (Xcel Energy), Fred Meyer (Empire District), Timothy Arlt (NPPD),
Sarah Blankenship (KCPL) and Jennifer Flandermeyer (KCPL),

Agenda ltem 1 — SPP RE 2010 Business Plan and Budget
Stacy Dochoda

The final is due to NERC by July 8, 2009. Trustee approval needed.
Highlights:

SPP Training expense being moved out of RE budget.

Indirect cost rate dropped from $105 per hour to $64.49 per hour.

2 Unbudgeted FTE's requested for 2009: Administrative Assistant and replacement for
Shon Austin in Compliance Group.

TFE Studies — Kevin Perry estimates 2500 requests to SPP RE on first day if regions
held responsible. Potential additional manpower needs not reflected in 2010 budget.
SPP RE Compliance and Enforcement 2010 proposed FTEs — 14.

SPP RE 1 FTE direct staff for Reliability Standards with 0.5 shared staff.

2010 total budget is $7.4 million. 2009 projected budget variance is $526,000 favorable
due to reduction in indirect rate. (Attachment 1)

Motion to Approve 2010 Budget — Gerry Burrows
Second — Dave Christiano
Passed unanimously
Agenda ltem 2 — 2009 Proposed Unbudgeted Additions to Staff

Stacy Dochoda

Pursuant to the discussion of Agenda Item 1, a request was made for two unbudgeted staff
additions in 2009: Administrative and Compliance.

Motion to approve addition of two unbudgeted staff positions in 2009, effective June 24,
2009 — Dave Christiano

Second — Gerry Burrows

Passed unanimously

Agenda ltem 3 — SPP 3-Year Assessment

Stacy Dochoda





SPP RE 3-Year Assessment due to NERC June 25, 2009. A significant change was made to the
“training’ area and the organizational chart has been updated. The following changes will be
made:
Page 3: Section B; Add language stating that entities have the right to vote, as well as
participate in the standards development process.
Page 6: Note that the registration appeal is not still pending but has been decided and is
official by operation of law.
Page 9: Section C: Insert language reflecting the move by SPP RE to separate offices
with a new stricter access policy.
Page 15: Insert language reflecting the changes in how training will be budgeted and
conducted through SPP RTO.
Throughout: Stacy Dochoda will search document and determine proper reference to
SPP RE and SPP RTO and SPP, Inc. (Attachment 2)

Motion to approve SPP RE 3-Year Assessment with changes noted — John Meyer
Second — Gerry Burrows
Passed unanimously

Agenda Item 4 — SPP RE 2009 Goal Metrics

Ron Ciesiel

SPP RE Performance metrics were explained. Metrics will be retroactive through calendar year
2009. (Attachment 3)

Motion to accept metrics for 2009 — John Meyer
Second — Dave Christiano
Passed unanimously

Agenda Item 5 — SPP, Inc. Compliance Monitoring Proposal

Stacy Dochoda

NERC will perform compliance audits of SPP RTO, in lieu of SPP RE, pursuant to the FERC audit
report. Stacy Dochoda is currently in discussions exploring the possibility of securing another
Region to monitor the other compliance functions of SPP RTO on behalf of SPP RE.

Motion to accept compliance monitoring proposal — Gerry Burrows
Second — Dave Christiano
Passed unanimously

Agenda Item 6 — Proposal to Change SPP RE Process for Settlements and Penalties due to
addition of RE GM

Stacy Dochoda

After discussion, the following Motion was made by Gerry Burrows:
Motion to set Trustee approval levels at:
$150,000 and above for penalty determinations;
$100,000 and above for settlements;
Both allowing 72 hour response from Trustees prior to action by SPP RE staff.
All other penalties and settlements shall be approved by the SPP RE General Manager.

Second — Dave Christiano
Passed unanimously





Agenda ltem 7 — Standards Development
Mak Nagle

SPCWG posted first draft of UFLS regional standard April 1, 2009. Sixty-three comments were
collected on April 30, 2009. Response was generally positive. There is a 50% split on
agreement on the applicability of the standard.

SPCWG is performing an in depth technical analysis to address some of the comments. Study
should be concluded by Q1 2010. SPCWG is proposing 24 months to become compliant after
approval of the standard. Second draft is scheduled to be posted in next couple of weeks.

Agenda Item 8— Compliance Report

Ron Ciesiel
See attachments (Attachment 4)

Agenda ltem 9— Lubbock Power & Light Registration Appeal Decision

Ron Ciesiel
See attachments (Attachment 5)
Agenda Item 10— NERC Wide Compliance Statistics through May 31, 2009

Ron Ciesiel
See attachments (Attachment 6)

With no further business, the meeting was adjourned. Executive Sessions where held prior to,
and also at the conclusion, of the Open Meeting.

Respectfully Submitted,
Alison Hayes
Staff Secretary
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ATTACHMENT 2

Southwest Power Pool (SPP RE) Statement of its Activities, Achievements and
Effectiveness
in Carrying Out its Delegated Responsibilities

The Commission’s regulations at 18 C.F.R. §39.3(c) require NERC to ““submit an assessment of
its performance three years from the date of certification by the Commission, and every five
years thereafter.”” The initial performance assessment report is due to be filed with the
Commission by July 20, 2009.

Consistent with the FERC regulations and the guidance in FERC’s order as quoted above, the
principal focus of the Regional Entity’s document should be the Reliability Standards
Development and Organization Registration and Compliance Monitoring and Enforcement
(OC/CMEP) programs. (The Regional Entity should also include a discussion of its activities in
the other four statutory program areas, but a less extensive discussion is needed.)

INTRODUCTION

Southwest Power Pool, Inc. (SPP) is a Regional Transmission Organization, approved by the
Federal Energy Regulatory Commission (FERC) to ensure reliable supplies of power, adequate
transmission infrastructure, and competitive wholesale prices of electricity. In April, 2007,
FERC approved the Delegation Agreement between NERC and SPP for the purpose of
delegating to SPP certain responsibilities and authorities as a Regional Entity (RE) as defined by
Section 215 of the Federal Power Act for the SPP region. These responsibilities and authorities
include:  i)Reliability standard development; ii)compliance enforcement; iii)Organization
registration and certification; iv)Reliability readiness audit and improvement; v)Training and
education and vi)Situational awareness and infrastructure security. SPP RE has registered
entities in eight states across the central southwest United States.

The SPP RE is governed by three independent Regional Entity (RE) Trustees. The RE Trustees
have autonomy over decisions in fund allocation and approval of the SPP RE Budget, as well as
oversight of RE decisions on regional standards, compliance enforcement actions, and penalties.

The SPP RE is funded separately from other SPP, Inc. non-statutory activities by Load Serving
Entities (LSESs), who are billed quarterly by NERC for their share of the RE and NERC budgets.
Invoices are based on the LSE's annual Net Energy for Load calculations.

The SPP RE Budget provides funding for all programs included in the SPP RE Delegation
Agreement. SPP RE Trustees have authority over the RE Budget and are responsible for
completing an annual Business Plan and Budget, which is submitted by NERC (on SPP RE's
behalf) to FERC for final approval every August. SPP RE employs dedicated RE staff to perform
the Compliance and Enforcement program and Organization Registration and Certification.
Other SPP RE programs are performed by shared SPP staff. Appropriate separation of staff
functions and SPP Bylaws ensure that the SPP RE meets independence requirements as set forth
in the April 2007 FERC Order.

SPP Statement of AA&E -1-
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Review of Stakeholder Inputs

Stakeholder ratings and comments from the ERO three-year assessment survey support the
notion that SPP has developed a fundamentally sound regional entity governance and staff. On
the subject of governance and independence, the following inputs were received®:

SPP scored 1.67 (27 respondents) indicating strong agreement that SPP is sufficiently
independent of owners, operators, and users to effectively perform statutory duties with
objectivity and integrity (Survey Question 63).

SPP scored 1.63 (24 respondents) supporting the notion that SPP has sufficient rules to
ensure its independence from bulk power system owners, operators, and users (Survey
Question 65).

Stakeholders also agree SPP is qualified, competent, well-prepared, and organized in the
conduct of its statutory functions (score 1.47 on Question 59) and is timely and responsive to
stakeholders on reliability matters (score 1.65 on Question 60).

Reliability Standards Development

A. Describe Regional Entity’s activities and accomplishments in regional reliability

standards development since January 1, 2007. Include discussion of improvements
to activities and operations since January 1, 2007.

SPP RE facilitates the activities of the SPP Regional Standards Development Process,
which was adopted as part of the SPP Regional Entity Delegation Agreement approved
by FERC in 2007.

SPP RE is currently facilitating the development of one draft standard.

e PRC-006-SPP-01 — Regional Underfrequency Load Shedding

SPP RE and the SPP Markets and Operations Policy Committee (MOPC) have assigned
the System Protection and Control Working Group (SPCWG) as the Standard Drafting
Team (SDT) for the drafting of this standard. The SPCWG meets every two months,
more often if necessary. The SDT meetings offer internet conferencing for those team
members who are unable to attend in person. SPP RE shared employees facilitate all
meetings and provide assistance in the standards development process. To promote wider
awareness of and participation in the reliability standards process throughout the SPP
region, SPP RE has updated the SPP RE website to provide information on standards
being developed and the SPP Regional Entity Standards email exploder list. The site
allows access to meeting notices of the SDT, drafts of proposed standards, and links to
minutes of meetings.

! Scores are based on a scale of 1 to 5, with 1 being fully agree, 3 being neutral, and 5

being fully disagree.
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SPP RE staff also provide updates to the SPP RE Trustees at their regularly scheduled
quarterly meetings. Since SPP RE utilizes existing working groups and subcommittees
for SDTs, the current active standard being drafted by the SPCWG has been the subject
of regular updates to its parent Committee, the MOPC at its regular quarterly meetings.
SPP RE shared staff participates in the NERC Regional Reliability Standards Working
Group and has contributed to the 2009-2011 NERC Work Plan and the proposed NERC
Underfrequency Load Shedding standard.

Since January 2009, SPP RE SDT has developed a first draft for the UFLS standard. This
draft is based on the key requirements as listed in NERC’s Continent Wide Standard and
SPP Criteria 7.3. SPP RE SDT released this draft standard for industry comments for 30
days in the first week of April. This group will continue to monitor the NERC SDT’s
progress on developing a continent-wide standard and will make necessary adjustments
to the SPP RE standard accordingly. The SDT met in the last week of May to review
comments received by SPP RE stakeholders on the first draft of UFLS standard. The
group is in the process of responding to the comments and preparing second standard
draft for comments. The actual date for posting for the second draft posting is yet to be
determined at this time.

B. Explain how the Regional Entity has the ability to develop regional standards and
has a standards development process that provides for openness, due process and
balancing of interests.

The SPP RE Standards Development Process, as approved by NERC and FERC as
Exhibit C to SPP’s Delegation Agreement with NERC, provides for openness, due
process, and balancing of interests. Participation in SPP RE’s Standards Development
Process is open to all parties with a direct and material interest in the SPP region bulk
power system (BPS) with no undue financial barriers, and any such entity has the right to
participate by expressing an opinion, having its opinion considered, and having the right
to appeal. Notices of all meetings of the SPP RE and all drafting teams are provided on
the SPP RE website, at least seven days in advance; all meetings are open to the public.

The SPP RE Standards Development Process provides for a balance of interests as
evidenced by the five market segments and a requirement of a vote of at least two-thirds
of the segments for approval of any regional standard. No two segments can dominate,
and no single segment can defeat any matter.

SPP RE’s Standards Development Process provides fair due process by providing
sufficient public notice of the intent to develop a standard and all proposed standards via
posting such on the SPP RE Standards Tracking Site for public comments. The site
allows all interested parties to submit comments during the commenting period. The
Process also provides an appeals process.
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During 2008, a revision to the Standards Development Process was made to incorporate a
FERC directive in the Order for the SPP RE Delegation Agreement. In that Order, FERC
requested SPP RE to clarify that each entity is allowed only one vote in the Registered
Ballot Body (“RBB”), and that if an entity held business interests in more than one
industry segment, it would be required to choose only one for purposes of voting on a
proposed regional standard.

C. State Regional Entity’s assessment of its own effectiveness in reliability standards
development since January 1, 2007. If effectiveness has changed over this period
(either improved or worsened), this should be discussed.

SPP RE has implemented changes to its infrastructure to facilitate the SPP RE Standards
Development Process. Since the Delegation Agreement was approved in April 2007, SPP
RE has trained appropriate staff on the standards development process and has reviewed
the process with members of the currently functioning SDT (the SPCWG). A Q&A sheet
for the process, including eligibility requirements for voting and participation on the
SDT, is posted on the SPP RE website. In October 2007, SPP RE hired full-time Counsel.
This position oversees adherence to the requirements of the SPP RE Standards
Development Process and has authority to direct SPP RE staff to meet those
requirements. In addition, the SPP RE Trustees have been trained on the process and
receive updates on the progress of the current proposed standard. SPP RE staff also
updates RE Trustees on upcoming regional standards activities for resource planning
purposes.

D. State any proposals of Regional Entity to improve its effectiveness in reliability
standards development

SPP RE has a representative on the NERC Regional Reliability Standards Working
Group. This group is a resource for regional entities to share their experiences with
regional standards development. It also provides the regional entities with coordination
with NERC to ensure consistency between regional and continent-wide standards.
Communications from the SPP representative on the NERC working group with the SPP
standards drafting team will aid in expediting the processing of regional standards
through NERC after SPP RE approves a regional standard.

Il. Organization Registration and Compliance Monitoring and Enforcement Program

A. Describe Regional Entity’s activities and accomplishments in OC/CMEP since January
1, 2007. Include discussion of improvements to activities and operations since January
1, 2007.

Staffing

SPP RE Organizational Chart

The organizational chart for the SPP RE as of May 31, 2009 is provided in Attachment 1:
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On January 1, 2007, there were two full-time employees serving as the regional
compliance monitoring and enforcement office, as well as the internal compliance
monitor for the SPP RTO registered entity. Upon approval of the SPP Regional
Delegation Agreement in April 2007, these two employees formed the nucleus of the
independent SPP RE staff. The SPP RTO formed its own internal compliance group as a
registered entity. During 2007, the SPP RE added one more staff member to the
technical staff and Counsel, ending 2007 with a total staff of four.

In 2008, the SPP RE staff continued to expand by adding three technical staff each
assigned areas of concentration such as compliance monitoring, mitigation and
enforcement, and event analysis and investigations. In addition, an administrative
assistant was added to the SPP RE staff. At the end of 2008, the SPP RE staff totaled
eight full-time personnel consisting of six technical staff, one legal counsel and one
administrative assistant. Among the credentials held by this staff includes three licensed
attorneys, two registered professional engineers and three NERC certified operators.

The 2009 staffing plan called for the addition of three more positions to be filled in the
first half of 2009. On March 16, 2009 an RE General Manager was hired. In May, 2009
one position was filled in the enforcement area by a licensed attorney and in June, 2009
the remaining position was filled to support entity registration and RE policy and
procedure development. At each scheduled SPP RE Trustees meeting, a
workload/staffing assessment is discussed consisting of historical activities, current
workload and future initiatives.

For 2010, the SPP RE Trustees have approved adding 7 positions to the RE direct staff to
support compliance and enforcement activities.

The SPP RE also utilizes independent contractors to augment the full-time staff during
the performance of compliance audits, spot checks, event analysis, and investigations.

Organization Registration

The SPP RE follows the NERC Statement of Compliance Registry Criteria and has
adopted the NERC definition of the Bulk Electric System in assessing potential
candidates for functional registration. Registration of entities began in 2006 with a
general request to all members of SPP to begin registration activities and to assist in
identifying other users, owners and operators of the Bulk Electric System in the SPP RE
footprint that might be candidates for the compliance registry. The SPP RE staff made
numerous presentations concerning registration at SPP meetings, membership meetings
of cooperatives and municipalities, and at individual company events in order to expand
the knowledge of the registration criteria.

In 2008, the SPP RE added the Interchange Authority to the list of registered functions
contained in the Compliance Registry.
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As of May 31, 2009 there were 115 registered entities performing 376 functions
registered in the SPP RE footprint. The SPP RE has had one registration appeal filed by
a registered entity. This appeal is still pending as of June 24, 2009. The SPP RE
monitors the registration appeals of entities in other regions to stay apprised of changes in
registration policies. The SPP RE also works with individual entities concerning
registration issues such as new interconnections, changes in ownership, and changing
business relationships.

Compliance Workshops

The SPP RE has held public compliance workshops to educate the membership and other
interested parties to comply with SPP criteria since 2000 and after 2007 to comply with
NERC reliability standards. In recent years, the SPP RE has expanded the number of
workshops to two per year, open to the public but targeted to registered entities, usually
one in the spring and one in the fall.

Each workshop lasts approximately two days. Attendance ranged from 115 to 140
participants per workshop in 2007-2009. Each workshop agenda includes a variety of
speakers, panel discussions, and interactive Q & A sessions. Participants are encouraged
to provide feedback to the workshop coordinator concerning the current workshop and
ideas for future workshops.

All of the workshops include some standard items such as a NERC speaker, recent results
from the compliance program, registration issues, compliance data management system
updates and compliance program schedules. Other topics presented during the 2007 -
2009 workshops included:

Vegetation Management Standard Activities
Relay Maintenance Programs

CIP Standards Implementation

Audit Preparation Panels

Internal Compliance Program Attributes
Annual Compliance Program Rollout

The SPP RE and the SPP Critical Infrastructure Protection Working Group have
sponsored three workshops dedicated to CIP reliability standards. The attendance at each
workshop has been approximately 85+ participants and featured speakers from the NERC
staff, SPP RTO staff, SPP RE staff, industry experts, and other stakeholders.

Compliance Audits
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All registered entities in the SPP RE footprint are subject to compliance audits.
Reliability Coordinators, Balancing Authorities, and Transmission Operators are
scheduled for audits on a 3-year rotation while all other registered entities are scheduled
on a 6-year rotation. The audits for entities on the 3-year rotation program are all
conducted as on-site audits. The audits for entities on the 6-year rotation program are
conducted either as on-site audits at the registered entity’s offices or as off-site audits
conducted at the SPP RE’s office in Little Rock, Arkansas. The SPP RE also participates
with other regional entity staffs on certain audits of multi-regional registered entities.

Compliance Audit Statistics

2007 2008 2009
(scheduled)
On Site Audits 6 7 15
Off Site Audits 0 11 23

The SPP RE publishes an audit schedule in November of each year with specific dates for
the subsequent year, including a proposed list of the entities scheduled for the full 6-year
audit rotation. This list is published on the public SPP RE website.

Self Certification

The SPP RE Self Certification program is performed on an annual basis for each program
year with an open certification period beginning in the fourth quarter of each year and
closing in mid-January of the following year. All of the self-certification activities are
conducted through the SPP RE Compliance Data Management System (CDMS). Each
registered entity must complete the annual self-certification forms, provide an executed
corporate signature page, and submit a completed internal compliance program
questionnaire. The CDMS program alerts the SPP RE staff when submittals are made by
the registered entities including notices on non-compliance certifications.

The self-certification activity for the 2007 program year yielded 42 notices of non-
compliance from four entities. These entities were relatively new registrants in the
compliance registry, with three of the four having registration dates after June 18, 2007.

Self-certification for the 2008 program year closed on January 18, 2009. No new

compliance violations have been reported by the entities that have completed the
certification.
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In addition to the annual self certification, the SPP RE conducted a CIP-002 through CIP-
009 self certification for the periods ending in June 2007, June 2008 and December 2008.
The SPP RE currently has scheduled additional CIP standards self-certifications for the
periods ending June 2009 and December 2009.

Compliance Program Statistics

As of May 31, 2009

Violations Processed Comments
Pre-June 18, 2007 157 153 Self-reported; 4 from pre-June
18" audits
Post-June 18, 2007 78 26 Self-reported

9 Compliance Audit

42 Self-certification

1 Periodic Data Submittal

Mitigation Plans Processed

Pre-June 18, 2007 157 157 Reported complete

Post-June 18, 2007 67 67 Accepted by SPP RE

36 Reported complete; 36 have
been verified as completed by SPP
RE

31 In progress

The SPP RE received and processed one complaint from June 2007 to May 31, 20009.

B. Describe how the Regional Entity has the ability to enforce reliability standards and to
provide for an adequate level of bulk power system reliability in its Region.

The SPP RE has the authority to monitor and enforce compliance with the NERC

Reliability Standards through a FERC approved Delegation Agreement with NERC. The
SPP RE has adopted the NERC Compliance Monitoring and Enforcement Program
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(CMEP) without exceptions. In addition, the SPP RE follows the NERC Rules of
Procedure.

The SPP RE General Manager, compliance monitoring and enforcement staff and the RE
Counsel are independent of all other departments of SPP, Inc. [since likely to change;
delete]

The SPP RE also utilizes FERC Orders, FERC staff guidance, NERC Process Bulletins
and NERC staff guidance to form its authority and ability to monitor and enforce the
NERC Reliability Standards.

Since joining SPP RE in March 2009, the RE General Manager has conducted a resource
assessment resulting in a proposal for 7 additional direct positions in the 2010 SPP RE
Business Plan and Budget.

C. Describe how the Regional Entity has fair and impartial procedures for enforcing
reliability standards.

All SPP RE employees are required to have a current SPP Code of Conduct on file with
the SPP Human Resources department. In addition, all of the SPP RE employees must be
current on all SPP Policies and Procedures relating to SPP employees. All SPP RE
employees are expected to be free of conflicts of interest that could impede their ability to
make decisions that are fair and independent of any other user, owner or operator of the
BES.

In 2007, the SPP RE staff moved into a separate area of the SPP offices with access
controlled by an electronic key lock system. Access to the offices has been restricted to
the SPP RE staff plus other shared SPP staff personnel that provide support services to
the SPP RE such as Human Resources and IT. Other SPP staff and stakeholders must
request access to the SPP RE offices and are escorted at all times while in the RE office
area. This separation has allowed for more open discussion among the compliance staff
and improved decision making by the compliance staff.

The SPP RE allows all audited registered entities an opportunity to accept or object to
any member of a proposed audit team. A short biography of each audit team member is
attached to the original audit notice to the registered entity to aid the registered entity in
identifying conflicts from prior employment or other activities.

In addition to avoiding conflicts of interest, all violation assessments and enforcement
actions are performed as a team or collaborative effort. Findings from compliance audits,
spot checks, complaints and investigations are identified by the compliance team
assigned to the activity (generally 3 or more members) before being presented to the SPP
RE management staff for approval. Findings from self-certification, self-reports, periodic
monitoring, and exception reporting are reviewed by the SPP RE staff assigned to the
activity, other SPP RE staff members, and the registered entity that submitted the
violation notice before being presented to the SPP RE management staff for approval.
Enforcement actions are also processed using a team approach generally involving the
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Lead Engineer assigned to the enforcement group, the compliance monitoring staff that
discovered the violation, the Executive Director and the RE Counsel. The use of this
type of team approach helps educate all of the SPP RE staff involved in compliance
monitoring and enforcement, draws on each staff member’s experience and expertise, and
reduces the number of violations that are later dismissed.

The SPP RE staff also participates in numerous working groups with other regional
entities and NERC personnel. The goal is to compare and contrast compliance,
enforcement and event analysis activities in order to provide a consistent product from
the regional entity standpoint. These groups are particularly helpful during events or
violations of first impression” in the SPP RE, allowing the SPP RE staff to draw on the
experiences of other regional and NERC personnel.

As discussed earlier, the SPP RE is affiliated with the SPP RTO, which is a registered
entity in the SPP RE and SERC regions. In order to avoid the appearance of any conflicts
in performing compliance audits for the SPP RTO, NERC is planning to take the lead in
performing the compliance and enforcement activities for all of the functions for which
the SPP RTO is registered.

D. State Regional Entity’s assessment of its own effectiveness in OC/CMEP since
January 1, 2007. |If effectiveness has changed over this period (either improved or
worsened), this should be discussed.

The effectiveness of the SPP RE in administering the Organization
Registration/Certification and annual CMEP programs is steadily increasing. The primary
contributors to this improvement include: additional dedicated SPP RE staff, allowing
SPP RE to process the number of violations occurring at any time; the experience level of
the staff resulting in increased productivity and the ability to quickly respond to changes
in the CMEP program and its requirements; and the growing experience of the registered
entities in performing internal compliance activities and processing the data flow required
by the SPP RE.

On January 1, 2007, there were approximately 35 entities participating in the pre-
enforceable compliance program. Most of these entities had been participating in the pre-
enforceable program since 1999 and were familiar with the SPP staff, NERC, the existing
reliability standards and the tools used by the SPP staff for reporting compliance
activities. By June 2007 when the standards became mandatory, approximately 120
entities had registered in the SPP RE footprint, a 250% increase in registered entities.
Accompanying this large increase in participating entities was a wave of pre-June 18"
self-reports that primarily came from these new entities (over 90% of the pre-June 18"
self-reports came from new registrants). This wave of self-reports overloaded the initial
SPP RE staff and every aspect of the compliance process. In addition to the sheer
number of violations, some of the reports were incomplete and inaccurate requiring extra
processing time. However, with the collaboration with the other regional entities’ staff
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and guidance from the NERC staff, these violations were moved through the system and
for the most part, were reported complete and verified by the summer of 2008. While the
number of reported violations diminished, it became quite evident that additional
dedicated staff was required to perform the delegated compliance monitoring,
enforcement activities, and comprehensive mitigation plan monitoring activities.

The second major challenge occurred at the end of 2007 when the registered entities were
required to perform their first annual self-certification utilizing the SPP RE CDMS
program tool. Portions of both 2007 compliance workshops were dedicated to the CDMS
program tool and the interfaces with the registered entities. First time users still struggled
with the CDMS program tool as well as the concept of producing a complete self-
certification for all of the requirements assigned to each functional registration. In
addition, the SPP RE utilized a new release of the CDMS program tool that proved to be
inadequate under the stress of so many new users. The CDMS problems required many
man hours of the SPP RE staff time to respond to user’s calls for assistance and led the
SPP RE to extend the final due date for the self-certifications by approximately 40 days.
The SPP RE staff and Midwest Reliability Organization (MRO) staff worked with the
developers to make improvements to the CDMS program tool and launched a vastly
improved version in April 2008. This new version has corrected the problems and even
received accolades from many of the users. Importantly, it provides the SPP RE staff
with improved reporting and monitoring capabilities.

E. State any proposals of Regional Entity to improve its effectiveness in OC/CMEP.

The SPP RE staff has an average of approximately 18 years experience in the electric
utility industry. However, with the exception of the Executive Director and the Lead
Engineer, the average tenure in any compliance monitoring and enforcement program is
less than 1%z years (the Executive Director and Lead Engineer have an average of 8 years
of tenure in the voluntary and mandatory NERC Compliance Program). The SPP RE staff
continues its professional development through training courses offered by NERC,
private training companies, and FERC sponsored conferences. The SPP RE staff also
participates on numerous regional entity working groups that are designed to improve
consistency and effectiveness of the regional work product. As discussed earlier the RE
General Manager has conducted a resource assessment which resulting in a proposal for 7
additional direct positions in the 2010 SPP RE Business Plan and Budget.

During the 3 quarter of 2008, the SPP RE conducted a survey of registered entities to
gather feedback concerning issues including regional reliability standards, readiness
evaluations, compliance program issues, training, and suggestions for improvements.
Approximately 75 responses were received. The SPP RE staff is reviewing the responses
and suggestions and will implement the suggestions for improvement, as appropriate.

In addition to the public workshops discussed earlier, the SPP RE has assisted the SPP

RTO in launching the Compliance Users Forum at which registered entities of the same
functions can meet to discuss issues and share ideas for best practices. After two
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preliminary sessions held following the SPP RE compliance workshops, the first stand
alone meeting was held in February 2009 in Little Rock, Arkansas.

In 2009, the SPP RE also plans to expand its outreach efforts by launching a quarterly
newsletter to provide another source of information to the registered entities in the SPP
RE footprint.

I11.Other Program Areas

A. Reliability Readiness Evaluation and Improvement Program

1. Describe Regional Entity’s activities and accomplishments in Reliability
Readiness Evaluation and Improvement since January 1, 2007, including
discussion of improvements in this area.

The SPP RE staff managed all aspects of the NERC Readiness Evaluation and
Improvement Program in the SPP RE footprint. These activities included the scheduling
of reviews, soliciting regional volunteers, acting as regional co-lead during the evaluation
and finally monitoring the recommendations from each evaluation. In addition, some
members of the SPP RE staff participated as out-of-region volunteers for evaluations of
Reliability Coordinators in other regions.

From 2004 through 2008, all Reliability Coordinators, Balancing Authorities, and
Transmission Operators registered in the SPP RE footprint participated in at least one,
and for approximately half of the entities a second, Readiness Evaluation before the
program began phasing out near the end of 2008. The SPP RE hosted five Readiness
Evaluations in 2007 and three Readiness Evaluations in 2008.

The SPP RE benefits from an experienced pool of volunteers who not only served the
Readiness Evaluation Program in the SPP RE footprint, but also provided a pool of
volunteers for the out-of-region slots. This pool of volunteers also provided valuable
insight to their own companies that were scheduled for upcoming evaluations as well as
the opportunity to share knowledge and experiences with other industry participants.

2. State Regional Entity’s assessment of its own effectiveness in Reliability
Readiness Evaluation and Improvement since January 1, 2007. If effectiveness
has changed over this period (either improved or worsened), this should be
discussed.

As discussed above, the SPP RE staff performed the role of the regional co-lead for
almost every Readiness Evaluation from 2004 until early 2008. This role brought
consistency and experience to each evaluation in the SPP RE footprint. However, in
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late 2007 and early 2008, the NERC Compliance and Certification Committee of
stakeholders made a recommendation to NERC that compliance personnel from the
regional staffs not participate as team members on future Readiness Evaluations. The
entire dedicated SPP RE staff is involved in the Compliance Monitoring and
Enforcement Program, effectively eliminating the existing RE staff from participating
in future Readiness Evaluations. The robust pool of volunteers developed over the
previous four years allowed a smooth transition to an all volunteer SPP contingent for
the scheduled evaluations in late 2008. However, only three evaluations were
performed of the original six scheduled due to NERCs proposed phase out of the
program.

The SPP RE continues to monitor the progress of the recommendations from each
evaluation report and provides quarterly updates to NERC to support its continuing
efforts at the national level. At present, the Readiness Program is scheduled to be
phased out in the first quarter of 2009, but the SPP RE has allocated manpower to track
all open recommendations to conclusion and continue to update the NERC staff as
appropriate.

3. [Discussion of proposed improvements not needed, since this program is being
phased on in the first quarter of 2009.]

NO RESPONSE REQUIRED

B. Training, Education and Operator Certification

1. Describe Regional Entity’s activities and accomplishments in Training, Education and
Operator Certification since January 1, 2007, including discussion of improvements in
this area.

NERC requires personnel responsible for the operation of the electrical grid to obtain 32
hours of emergency operations training annually. In addition, to maintain Operator
certification required by NERC, Operators must obtain up to 200 hours of training over three
years which includes simulation training. It was critical that SPP training staff develop
training elements to provide knowledge and operating practice in support of the emergency
operating plans for the SPP region, with SPP registered entities, and between regions.

To accomplish this, SPP training staff developed a Regional Emergency Operations
curriculum in early 2007. This curriculum included a variety of training topics, delivery
styles, and environments all designed to address different training needs throughout the SPP
region.

SPP training staff created a catalog of remotely delivered internet conferences on

Transmission Loading Relief, Congestion Management, VVoltage Control, System Stability,
IROL, SPP Reserve Sharing System, and SPP Procedures. SPP training staff developed a
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total of seven internet conference topics delivered in 2007 and 2008, with multiple deliveries
of each.

In addition to the internet conferences, SPP training staff developed an in-person emergency
operations class. This class is designed to utilize simulated scenarios facilitated through a
critical decision making process. Through the use of this process, small groups in this class
work together to resolve operational issues such as flow limit violation and voltage control.
The use of tools such as the SPP Dispatcher Training Simulator (DTS) allows the participants
to practice problem solving in an operational environment.

SPP training staff also enhanced the restoration drills to allow registered entity operators to
practice simulated restoration exercises and implement their own restoration plans in
conjunction with other registered entities throughout their sub-region and the SPP region as a
whole. The restoration drills provide an excellent opportunity for registered entity operators
to work with each other and SPP operations personnel to simulate the restoration of the
transmission systems utilizing their respective restoration plans. There are eight sub-regional
and two regional drills annually, allowing ample opportunity for operators to hone their skills
in restoration principles. These drills are offered remotely, via Virtual Private Network
connections, allowing a wider mix of operations personnel, without the burden of travel.
Registered entity operators are remotely connected to the SPP DTS and participate in a group
comprised of other registered entity companies, along with SPP operations personnel.
Together they restore the registered entity company systems as well as a significant portion
of the SPP region during each drill.

SPP training staff hosts System Operations Conferences. These conferences were offered
twice in 2007 and 2008. With a wide variety of operations-related topics, the participants
interact with their peers throughout the 3-day conference. In 2007 SPP training staff added
critical decision making exercises to the existing knowledge-based offerings typical of a
conference setting. These exercises offer an excellent opportunity for operators to share
ideas and experience, compare different operations perspectives, and add to their knowledge
base with specific regard to a large array of operational topics.

In each of these delivery settings, SPP training staff has continued to make use of different
types of training. These offerings utilize knowledge-based lectures to broaden the platform
of general knowledge for registered entity operations personnel. SPP training staff uses
critical decision making exercises and problem-centered learning exercises to allow operators
to interact and work together in resolving operational issues. Performance-based
assessments, along with traditional quizzes and exams allow a more thorough evaluation of
the learning process throughout the training catalog and a deeper look at the competency
level of SPP registered entity operations personnel.

Finally, in 2008 SPP training staff provided a three-part Train-the-Trainer series designed to
promote a wide range of training deliverables along with the necessary components required
of quality training programs. The series is designed to promote the 360-degree (knowledge,
skills and attitudes) training perspective that SPP is utilizing within its own training
department. The Train-the-Trainer sessions provide trainers within the SPP region the
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opportunity to explore different training methods and delivery styles, from performance-
based assessments to critical decision making and problem-centered learning exercises.

2. State Regional Entity’s assessment of its own effectiveness in Training, Education and
Operator Certification since January 1, 2007. If effectiveness has changed over this
period (either improved or worsened), this should be discussed.

During 2007, SPP training staff delivered 24 internet conferences, with an average of nearly
ten participants per conference. A total of 392 Continuing Education Hours (CEH) were
awarded from these sessions. In 2008, the participation improved to an average of 22
participants providing a total of 726 CEH.

The Regional Emergency Operations Class was delivered five times in 2007 with 780 CEH
awarded, averaging eight participants per session. In 2008, there were six sessions,
averaging more than 11 participants per session and awarding more than 1,400 CEH.

Nearly 5,000 CEH were awarded during the ten restoration drills delivered in 2007. Average
attendance in the sub-regional drills and regional drills was 28 and 69, respectively. During
2008, by comparison, approximately 7,550 CEH were awarded. Average participation rose
to 30 for the sub-regional drills and 98 for the regional drills during 2008.

The two 2007 System Operations Conferences (SOC) included 110 participants and nearly
2,600 CEH awarded. In 2008, 103 participants received a total of 2,440 CEH. The number
of participants dropped in 2008 conferences due to a participant limit enforced primarily due
to facility constraints and the move to the more interactive, facilitation-driven exercise
format.

From 2007 to 2008, SPP training staff increased the number of CEH awarded to operators at
registered entity companies by approximately 35%.

From January 1, 2009 to May 31, 2009 the SPP training staff delivered four Regional
Emergency Operations classroom training sessions, seven internet conferences, four sub-
regional restoration drills, one regional restoration drill, and one Train-the-Trainer session.
The REOPs classroom enrollment is up from an average of 11 in 2008 to 19 for the deliveries
from January 1, 2009 to May 31, 2009. The internet conferences enrollment is up from an
average of 22 in 2008 to 33 from January 1, 2009 to May 31, 2009. The sub-regional
restoration drill enrollment is up from an average of 30 in 2008 to 42 from January 1, 2009 to
May 31, 2009. The average regional restoration drill enrollment was 98 in 2008 compared to
86 in Spring 2009. There was no significant difference in enrollment between the 2008
Train-the-Trainer compared to the delivery in February 2009. A total of 7,528 CEH were
awarded from January 1, 2009 to May 31, 2009.

The information above reflects SPP RE’s commitment to improve training and increase the

number of operators participating in training. Below are selected relevant comments from
the semi-annual regional training survey that SPP training staff has worked to respond to:
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More System Operator Conferences. We can't get enough people free to attend
them at only two per year. How about every quarter?
SPP training staff increased the number of conferences from two to three.

More venues for the regional training sessions.....bring the training to the
customers rather than them come to you.

Each conference is held in a different geographic location including (for 2009)
Missouri, Arkansas and Louisiana.

| attended the Regional "Black Start" drill (3 days) in Dec and have taken various
"Net Conference" classes. Each time we go through the drills and classes, it goes
a little better. I think you're on the right track. This is an evolving process for us
all. We learn from our mistakes as well as the things we do right.

SPP training staff continues to be an industry leader in the design and
facilitation of our restoration drills.

Please try to keep the SOC from being a NERC type training class only. The table

top exercises are good as they promote group input and creative thinking.
SPP training staff designed its System Operations Conference (“SOC”) to address
real world scenarios and support critical decision making and situational
awareness through problem-based scenarios.

3. State any proposals of Regional Entity to improve its effectiveness in Training, Education and
Operator Certification.

Prior to the hiring of the SPP RE General Manager in March 2009, the SPP Training Department
reported to an SPP executive who also acted as the SPP RE executive. Based on a review by the
new RE General Manager and in consultation with NERC staff the 2010 SPP RE Business Plan
and Budget will include only training related to statutory functions such as the compliance
workshops. This is consistent with the practices in the other Regional Entities. The remaining
training which represents essentially the entirety of the Training Department will be budgeted in
the SPP, Inc. budget.

During the period since April 2007, SPP has made significant progress in making the training
activities much more interactive, utilizing critical decision making as well as a problem-centered
learning approach to training. These exercises allow operators an opportunity to train in an
intense, interactive environment more closely resembling the environment in which they work.
Through the System Operations Conferences, the Regional Emergency Operations classes, and
the System Restoration Drills, the operators within the SPP region can share invaluable
experience with each other while sharpening their own skills in risk management and critical
thinking. SPP training staff intends to migrate the net conferences to a more interactive delivery
as well, by using breakout sessions to facilitate more group interaction.

SPP training staff has developed more training activities that can be delivered remotely,
including the net conferences and the restoration drills. This allows registered entity
operators the opportunity to participate in quality training without the added burden of travel.
Through these remote training activities, SPP Training has designed environments which
include group activities. These activities help develop idea sharing and the advantage of
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perspective from different parties, all with the increased ease of scheduling and participation.
The Operations Training Working Group (OTWG), which is comprised primarily of training
personnel at registered entities within the SPP RE footprint, expressed an interest in SPP
trainings staff developing not only remotely delivered training, but training which also
included interaction among its operators at registered entities. The training catalog
developed by SPP training staff does both.

Based on semi-annual regional training surveys and with feedback from the OTWG, SPP
training staff will continue to manage its regional training catalog to meet the varied needs
within the region. The SPP Training staff strives to offer multiple deliveries of all training
activities to help reach as many registered entity operators as possible.

Looking at 2009 and beyond, SPP training staff will:

a) offer an additional System Operations Conference to allow more personnel to take
advantage of this training opportunity. SPP training staff also plans to conduct these
conferences in three different geographic areas within the SPP RE footprint (Little Rock,
AR; Springfield, MO; and Lafayette, LA) to better facilitate registered entity
participation while lessening the burden of travel.

b) include training on Human Factors Performance to address continued concerns regarding
operations personnel and situational awareness, as well as increase the use of
performance-based training, such as critical decision making exercises and problem-
centered learning.

c) update its net conference offerings to include a course on SPP Criteria and NERC
Reliability Standards, specifically aimed at those policies and procedures addressing
emergency operations concerns. These two new net conference offerings will replace the
SPP Procedures and the Interconnection Reliability Operating Limit (IROL) net
conference in 2009, based on feedback from operators completing the survey, as well as
feedback from the OTWG members.

d) continue its Train-the-Trainer sessions to help trainers at registered entities develop their
own training programs in light of the potential impact of NERC PER-005 (System
Personnel Training Standard).

e) offer training on the NERC PER-005 System Personnel Training Standard to help inform
and prepare registered entity training personnel on the potential impacts of this standard.

f) migrate regional emergency operations net conference training sessions to a self-study
format.

g) continue to explore ways to increase availability of the DTS to registered entities.

h) continue to provide enhancements to the DTS in order to bring the simulator functionality
closer to real world applications.

i) continue to seek out strategic partnerships that will allow SPP to provide registered
entity operations personnel with high quality training and performance support.

C. Reliability Assessment and Performance Analysis Program
1. Describe Regional Entity’s activities and accomplishments in Reliability

Assessment and Performance Analysis since January 1, 2007, including
discussion of improvements in this area.
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SPP RE through SPP RTO staff has been performing the Reliability Assessment and
Performance analysis function since January 1, 2007. Each calendar year, SPP staff
has actively participated in the following assessments that were coordinated through
NERC’s Reliability Assessment Subcommittee (RAS):

» Summer Assessment (2007 and 2008)
»  Winter Assessment (2007 and 2008)
» Long Term Reliability Assessment (10 year outlook with emerging issues)

SPP staff has also developed power flow models and conducted various reliability
assessments to meet NERC Transmission Planning Standard (TPL 001 through 004)
requirements

In addition, SPP staff has been working with neighboring regions to conduct an inter-
regional assessment to meet the NERC TPL-005 requirement. Since January 1, 2007
SPP staff has conducted summer and winter inter-regional assessments for year 2007
and 2008. For 2009, SPP RE is in a process of conducting 2009 and 2014 summer
inter-regional studies. The results of the 2009 summer inter-regional study were
available in May 20009.

2. State Regional Entity’s assessment of its own effectiveness in Reliability
Assessment and Performance Analysis since January 1, 2007. If effectiveness
has changed over this period (either improved or worsened), this should be
discussed.

SPP RE staff has been closely monitoring the reliability assessments and performance
analysis while providing independent review from time to time. In December 2008 an
RE direct staff person was added to participate in the reliability assessment process
along with the shared resources and an SPP RE direct staff person has been
appointed to NERC’s RAS team to actively participate in all reliability assessments
going forward.

SPP stakeholder comments on the ERO assessment survey lend support to the notion
that SPP is meeting expectations in this area:

e Rating of 2.29 on Question 32 by 17 respondents indicating SPP is effective in
performing accurate and independent assessment of future reliability and
adequacy.

e Rating of 1.78 on Question 34 by 23 respondents indicating SPP effectively
communicates reliability assessment results.
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3. State any proposals of Regional Entity to improve its effectiveness in Reliability
Assessment and Performance Analysis.

SPP RE, along with other NERC Regional Entities through the NERC RAS group,
has recommended a “Scenario Assessment” be performed in 2009 for NERC’s Long
Term Reliability Assessment (LTRA). This assessment will allow each region to
develop a scenario in addition to their reference cases. SPP RE, along with other
regions, including Midwest Reliability Organization, Reliability First Corporation and
Northeast Power Coordinating Council, have chosen “Wind Penetration” as a
possible scenario. The reliability impact of this scenario will be discussed in NERC’s
2009 LTRA report.

D. Situational Awareness and Infrastructure Security Program

Note: Although Situational Awareness and Infrastructure Security is one of the
program areas designated for a lesser amount of discussion in this template,
Regional Entities that are actively performing the Reliability Coordinator function
as a statutory function should provide more extensive discussion of that activity.

1. Describe Regional Entity’s activities and accomplishments in Situational
Awareness and Infrastructure Security since January 1, 2007, including
discussion of improvements in this area.

The SPP RE provided active participation in the area of critical infrastructure
protection by supporting NERC Critical Infrastructure Protection Committee (CIPC)
meetings. Three SPP RE representatives attended CIPC meetings, representing the
physical, cyber, and operations expertise areas. These representatives provided
insight and support of these critical CIPC functions, and provided an informational
conduit between NERC and SPP registered entities.

In addition to CIPC representation, the SPP RE also supported four quarterly Critical
Infrastructure Protection Working Group (CIPWG) meetings. These meetings
brought together SPP RE staff and registered entity representatives to discuss the
NERC CIP Standards (CIP-002 through CIP-009). Specifically, standards revision
activities, ongoing implementation recommendations, and updated cyber and physical
security threats were discussed at length during these meetings. External agencies,
such as the Department of Homeland Security and the Federal Bureau of
Investigation, were invited to educate registered entity representatives on the latest
emerging threats to critical infrastructure.

SPP also conducted CIP Compliance “How To” workshops in 2007 and 2008 as well

as included CIP compliance in the periodic Regional Compliance Workshops.
Another CIP workshop was held in May 2009.
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As the reliability coordinator for the region SPP participates in daily Reliability
Coordinator (RC) morning calls with neighboring RCs to review outages, weather,
special operating situations and any relevant events that impact the reliability of the
bulk power system. SPP also provides NERC and FERC with a Daily Report of the
SPP Region. This report includes information about outages, current congestion, and
other pertinent system information for the operating day.

2. State Regional Entity’s assessment of its own effectiveness in Situational
Awareness and Infrastructure Security since January 1, 2007. If effectiveness
has changed over this period (either improved or worsened), this should be
discussed.

In the stakeholder survey, feedback was positive regarding SPP’s role in support of
CIP:

e Rating of 1.61 by 18 respondents to Question 45 regarding SPP’s role as a leader
and facilitator in the CIP area.

SPP RE continues to improve its efforts related to Situational Awareness. On April 6,
2009, SPP RE was also able to add a full-time Director of Critical Infrastructure
Protection. SPP enhanced stakeholder understanding by initiating CIP workshops.

3. State any proposals of Regional Entity to improve its effectiveness in Situational
Awareness and Infrastructure Security.

Upcoming critical infrastructure protection activities include ongoing support of
CIPC and the SPP CIPWG, and a CIP Standards compliance workshop for SPP
registered entity companies beginning in May 2009. This workshop provided
additional guidance on the evolving CIP Standards, emerging technologies,
procedures, and best practices for achieving CIP compliance.

SPP RE is also working with NERC and the other regional entities to determine more
ways to provide situational awareness information to NERC and FERC to satisfy the
electric reliability legislative requirements.

E. Budgeting

1. Describe Regional Entity’s activities and accomplishments in the development
and submission of its annual business plan and budget, beginning with the 2007
business plan and budget.

The SPP RE successfully obtained NERC and FERC approval of both its 2007 and

2008 business plans and budgets and conditional approval of its 2009 business plan
and budget. Similarly to the other regional entities and NERC, SPP RE has improved
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its budgeting estimates and processes since its submission of its 2007 business plan,
primarily because the expectations of regional entities have become clearer over the
past two years, and SPP RE has gained experience in performing regional entity
duties.

Below are a few of the processes and systems that SPP has put in place since the 2007
business plan was completed and the delegation agreement was formally approved by
FERC. These processes and systems have significantly improved the ability of SPP
RE to budget and forecast:

e SPP established a methodology for charging direct costs and allocating indirect
costs to SPP RE. This methodology consists of charging all directly identifiable
costs such as salary, benefits and payroll taxes of each SPP RE and SPP shared
staff member performing statutory functions to the statutory program, based on
the number of hours worked performing those functions. The overhead/indirect
cost rate per hour is calculated annually based on total SPP overhead costs. The
overhead/indirect costs are allocated to SPP RE by multiplying the hourly
overhead/indirect cost rate times the number of paid hours for SPP RE and
recorded hours for SPP shared staff members to SPP RE statutory direct
programs. Unlike the direct costs, which are specific to the staff member, the
hourly overhead/indirect rate used for the indirect cost allocation is the same for
all staff. This methodology is further described in SPP’s Delegation Agreement
and in previous filings with the Commission.

e Beginning in January 2008, SPP initiated a company wide time-tracking system
used to record time devoted to performing statutory functions. The system is a
third party hosted solution which is accessed through the internet. This system
allows SPP management to review and approve timesheets submitted by each SPP
user. Coupled with the cost allocation methodology described above, this
timetracking system has allowed SPP to “carve out” staffing costs associated with
the regional entity statutory functions.

e Beginning in first quarter 2008, SPP initiated a new expense tracking tool. The
new tool allows SPP to more easily identify expenditures associated with the
regional entity statutory functions.

e In 2009, the new RE General Manager is conducting a review of the costs
included in the indirect expense rate and has identified certain adjustments which
will be made to refine the rate in the future.

2. State Regional Entity’s assessment of its own effectiveness in developing its
business plans and budgets and in the submission its business plans and budgets
in a consistent manner with NERC and the other Regional Entities.
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The SPP RE’s effectiveness in developing and submitting business plans and budgets
in a consistent manner with NERC and the other regional entities has steadily
improved with each filing. For all of its submitted business plans and budgets, SPP
RE has followed NERC guidance and templates, attended all scheduled budgeting
meetings with NERC and the other regional entities, and had numerous discussions
with NERC and the other regional entities regarding the preparation of the business
plans and budgets. NERC has improved its processes and templates and hosted more
discussions with the regional entities to try to improve the consistency of the business
plans and budgets. Overall, SPP RE’s business plan and budget was consistent with
NERC guidance. Due to the varying structures of the regional entities, there may be
differences in how each organization prepares its respective operating budget but,
particularly in light of the October 16, 2008 FERC Order on the 2009 business plans
and budgets, the regional entities will continue to discuss and harmonize any
remaining differences with NERC and each other.

3. State any proposals of the Regional Entity to improve its effectiveness in
submitting effective, adequate and consistent business plans and budgets.

e SPP RE suggests that NERC and the regional entities use generally accepted
accounting principles to increase the level of consistency in the business plans and
budgets. This would require NERC and each regional entity to prepare an
operating budget and a separate capital expenditures budget.

SPP RE believes that NERC and the regional entities need to standardize language and
expectations regarding the acceptable components of indirect costs so that the regions can
consistently budget certain expenses as either indirect (overhead) or direct (functional). With
two full years of experience, and in accordance with FERC guidance, NERC and the regional
entities should be able to implement a uniform expense allocation that will enhance consistency
among the regional entities and NERC.
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