
Agenda 
Board of Directors 
March 19, 2020 • 9:00 am – 12:30 pm (ET) 

Click Here to Attend Meeting 
Password:  03192020 

Closed Agenda 

Board of Directors – Executive Session – separate email sent with Webex 
   8:15 am 

Open Agenda 

1. Call to Order and Appoint Secretary to Record Minutes 9:00 am 
Presenter:      Simon Whitelocke, Chair

2. Antitrust Statement
Presenter:   Rob Eckenrod 
Reference: Antitrust Compliance Guidelines 

3. Chair Remarks 9:05 am 
Presenter: Simon Whitelocke, Chair 

4. Consent Items 9:10 am 
Presenter: Simon Whitelocke, Chair 
Reference: a) Draft Minutes from November 21, 2019 Annual Meeting of

Members
b) Draft Minutes from November 21, 2019 Board of Directors

Meeting
Action: Approve Consent Items 

5. Information Item 9:15 am 
Presenter: Simon Whitelocke, Chair 
Reference: 2019 Annual Report  
Action: Accept Information Item 

6. President’s Report 9:20 am 
Presenter: Tim Gallagher 

7. Financial Update 9:45 am 
Presenter: Carol Baskey 
Description: Ms. Baskey will provide an update on the 2019 year-end financials, 

the timeline for the 2021 Business Plan and Budget, and 
establishing the Operating Reserve. 

Reference: Presentation 
Action: Approve Operating Reserve for 2021 

https://reliabilityfirst.webex.com/reliabilityfirst/j.php?MTID=m01df10d6ce1dec6ab038014f1c46789b
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8. Cyber Security Update 10:00 am 
 Presenter: Larry Bugh  
 Description: Mr. Bugh will provide an organizational security update and will 

present cybersecurity metrics. 
 

 Reference: Presentation  
 Action: Information and Discussion 

 
 

9. Governance Discussion - Revisions to NGC Charter, Compensation 
Committee Charter, Governance Guidelines, and Articles of Incorporation 

10:15 am 

 Presenter: Rob Eckenrod  
 Description: Mr. Eckenrod will lead a discussion on revisions required to the 

NGC Charter, Compensation Committee Charter, Governance 
Guidelines, Articles of Incorporation, and Bylaws, due to 
modifications to ReliabilityFirst’s current governance and oversight 
construct. 

 

 Reference: a) NGC Charter (with proposed revisions) 
b) Compensation Committee Charter (with proposed revisions) 
c) Governance Guidelines (with proposed revisions) 
d) Articles of Incorporation (with proposed revisions) 
e) Bylaws (with proposed revisions) 

 

 Action: Approve NGC Charter revisions, Compensation Committee Charter 
revisions, and Governance Guidelines revisions.  Endorse Articles 
of Incorporation and Bylaws revisions for approval by the Members. 
 

 

10. Committee Reports 10:50 am 
 Finance and Audit Committee • Patrick Cass  

 Compensation Committee • Larry Irving  

 Compliance Committee • Brenton Greene  

 Nominating & Governance Committee • Larry Irving 
 

 

11. Comments from Stakeholders 
 

11:20 am 

12. 2020 Future Meetings: 
 June 4 • Cleveland, Ohio 
 August 12 • Chicago, IL 
 December 3 • Washington, DC 

 

 

13. Adjourn 11:30 am 
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Roster • Board of Directors 
 

Simon Whitelocke, Chair • ITC Holdings Corporation (AL • 2021) 
Lynnae Wilson • CenterPoint Energy, Vice Chair (T • 2020) 
Lisa Barton • AEP (S • 2020) 
Patrick Cass • Independent (2020) 
Jennifer Curran • MISO (RTO • 2021) 
Benjamin Felton • DTE Energy (M-LSE • 2022) 
Scott Etnoyer • Talen Energy (AL • 2020) 
Brenton Greene • Independent (2022) 
Larry Irving • Independent (2021) 
Bob Mattiuz • FirstEnergy Services Company (T • 2021) 
Lou Oberski • Dominion Resources Services, Inc - Retired (S • 2021) 
Susan Sosbe • Wabash Valley Power Association (S-LSE • 2020) 
Jennifer Sterling • Exelon Corporation (L-LSE • 2022) 
Joe Trentacosta • Southern Maryland Electric Cooperative, Inc. (AL • 2022) 
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ANTITRUST COMPLIANCE GUIDELINES 
 
 

I. GENERAL 
 
 It is ReliabilityFirst’s policy and practice to obey the antitrust laws and to avoid all 
conduct that unreasonably restrains competition.  This policy requires the avoidance of any 
conduct which violates, or which might appear to violate, the antitrust laws.  Among other 
things, the antitrust laws forbid any agreement between or among competitors regarding 
prices, availability of service, product design, terms of sale, division of markets, allocation 
of customers or any other activity that unreasonably restrains competition. 
 
 It is the responsibility of every ReliabilityFirst participant and employee who may in 
any way affect ReliabilityFirst’s compliance with the antitrust laws to carry out this policy. 
 
 Antitrust laws are complex and subject to court interpretation that can vary over time 
and from one court to another.  The purpose of these guidelines is to alert ReliabilityFirst 
participants and employees to potential antitrust problems and to set forth policies to be 
followed with respect to activities that may involve antitrust considerations.  In some 
instances, the ReliabilityFirst policy contained in these guidelines is stricter than the 
applicable antitrust laws.  Any ReliabilityFirst participant or employee who is uncertain 
about the legal ramifications of a particular course of conduct or who has doubts or 
concerns about whether ReliabilityFirst’s antitrust compliance policy is implicated in any 
situation should consult ReliabilityFirst’s President.  The President will consult with legal 
counsel as appropriate. 
 
II. PROHIBITED ACTIVITIES 
 
 Participants in ReliabilityFirst activities (including those of its committees and task 
groups) should refrain from the following when acting in their capacity as participants in 
ReliabilityFirst activities (e.g., at ReliabilityFirst meetings, conference calls and in informal 
discussions): 

 

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

 

 Discussions of a participant’s marketing strategies. 
 

 Discussions regarding how customers and geographical areas are to be divided 
among actual or potential competitors. 
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 Discussions concerning the exclusion of actual or potential competitors from 
markets. 

 

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

 
 

III. ACTIVITIES THAT ARE PERMITTED 
 
 There are a number of restrictions guiding and defining permissible activities. 
 
 In order to avoid antitrust issues, decisions and actions by ReliabilityFirst (including 
its committees and task groups) should only be undertaken for the purpose of promoting 
and maintaining the reliability and adequacy of the bulk electric supply system.  If you do 
not have a legitimate purpose consistent with this objective for discussing a matter, please 
refrain from discussing the matter during ReliabilityFirst meetings and in other 
ReliabilityFirst -related communications.   

 
 You should also ensure that ReliabilityFirst procedures, including those set forth in 
the ReliabilityFirst Agreement and the ReliabilityFirst Documents, are followed in 
conducting ReliabilityFirst business. 
 
 In addition, all discussions in ReliabilityFirst meetings and other ReliabilityFirst -
related communications should be within the scope of mandate for or assignment to the 
particular ReliabilityFirst committee, task group or other group, as well as within the scope 
of the published agenda for the meeting. 
 
 No decisions should be made nor any actions taken in ReliabilityFirst activities for 
the purpose of giving an industry participant or group of participants a competitive 
advantage over other participants.  In particular, decisions with respect to setting, revising, 
or assessing compliance with NERC and ReliabilityFirst reliability standards should not be 
influenced by anti-competitive motivations. 
 
 Subject to the foregoing restrictions, participants in ReliabilityFirst activities may 
discuss: 

 

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

 

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

 

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



3 

 

 

 Matters relating to the internal governance, management and operation of 
ReliabilityFirst , such as nominations for vacant committee positions, budgeting 
and assessments, and employment matters; and procedural matters such as 
planning and scheduling meetings. 

 
 Any other matters that do not clearly fall within these guidelines should be reviewed 
with ReliabilityFirst’s President before being discussed.  The President will consult with 
legal counsel as appropriate. 
 
 
 
 



a) Draft Minutes from November 21, 2019 Annual

Meeting of Members

Separator Page



 

 

  

 

 

DRAFT Minutes 
Annual Meeting of the Members  
November 21, 2019 • Washington, DC 
 
St. Regis Hotel 
923 16th and K Street NW • Washington, DC 20006 

 
 

Open Session 
 

Call to Order – Chair Lisa Barton called to order a duly noticed open Annual Meeting of 
the Members on November 21, 2019 at 9:10 am (ET).  A quorum of the members of 
ReliabilityFirst Corporation (ReliabilityFirst) was present.  A list of these members is set 
forth in Attachment A.  A list of others present during the Annual Meeting of the 
Members is set forth in Attachment B. 
 
Appoint Secretary to Record Minutes – Chair Barton designated Rob Eckenrod as 
the secretary to record the meeting minutes. 
 
Antitrust Statement – Rob Eckenrod advised all present that this meeting is subject to, 
and all attendees must adhere to, ReliabilityFirst’s Antitrust Compliance Guidelines.   
 
Chair’s Remarks and Welcome – Chair Barton welcomed all attendees to the meeting, 
including Robert Clarke and Robin Manning from the NERC Board of Trustees. 
 
Keynote Speaker – Robert Clarke, member of the NERC Board of Trustees, delivered 
the keynote address.  He discussed the ERO Enterprise’s new strategic vision and the 
collaborative approach among NERC and the Regions.  Mr. Clarke also discussed key 
areas of focus for the ERO Enterprise, including E-ISAC expansion and a continued 
emphasis on risk identification and mitigation activities. 
 
President’s Report – Tim Gallagher welcomed Robert Clarke and Robin Manning, and 
thanked Mr. Clarke for providing the keynote address.  He reported that in mid-
November, ReliabilityFirst participated in GridEx 2019.  GridEx is a biannual exercise 
that allows utilities to respond to and recover from simulated coordinated cyber and 
physical security threats and incidents, strengthen crisis communications relationships, 
and provide input for lessons learned. Mr. Gallagher stated that NERC will provide a 
report summarizing the event, and that this year’s participation level was outstanding.   
 
Mr. Gallagher reported that ReliabilityFirst is working with SERC, NERC, and the North 
American Transmission Forum (NATF) to investigate a recent uptick in facilities ratings 
issues at registered entities.  ReliabilityFirst will keep the Board and its registered 
entities updated on this effort.  He also noted that NERC’s EMP Task Force – Strategic 
Recommendations report was recently accepted by the NERC Board of Trustees, and 
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that NERC is seeking registered entity feedback on the report’s recommendations.  Mr. 
Gallagher thanked Brent Greene for his feedback on the draft version of the report.  
 
Mr. Gallagher noted that Ken Capps is retiring from the Board, and thanked him for his 
years of service and leadership.  He also noted that Lisa Barton’s term as Board Chair 
is ending, and thanked her for her leadership over her term.  Mr. Gallagher recognized 
the upcoming retirements of Lou Oberski and Chris Scanlon, and wished them well in 
their future endeavors.  Mr. Oberski will continue in his capacity as an Board member 
for the remainder of his term.  Mr. Gallagher stated that Roy Thilly, Chair of the NERC 
Board of Trustees, thanked the Board, and Ms. Barton in particular, for the recent work 
to implement governance best practices.  
 
Election of an At-Large Director and Independent Director – Chair Barton presided 
over the election of an At-Large Director and Independent Director.  The nominees were 
Joe Trentacosta (Senior Vice President and Chief Information Officer for Southern 
Maryland Electric Cooperative) for election as an At-Large Director, and Brenton 
Greene (former President & CEO of Applied Communication Services) for election as 
an Independent Director.   
 
The election resulted in the election of Joe Trentacosta as At-Large Director, and 
Brenton Green as Independent Director.  Attached hereto are the election results as 
reported by the Inspector of Election. 
 
2019 Financial Position of ReliabilityFirst – Ray Palmieri, Senior Vice President & 
Treasurer, provided an overview of the 2019 financial position of ReliabilityFirst.    
He reported that ReliabilityFirst is presently 4% under budget, and is projected to be 
2.65% under budget at year-end.  Mr. Palmieri stated that NERC and FERC have 
approved ReliabilityFirst’s 2020 Business Plan and Budget, which has a 4.4% increase 
from 2019.  Mr. Palmieri discussed the progress of the 2019 financial audit, and 
discussed the ReliabilityFirst investment account, which has increased from $45K to 
$175K over the past six years. 
 
Comments from Members – Chair Barton provided an opportunity for Members to 
provide comments.  No Members provided comments.  
 
Future Meeting for 2019 – Chair Barton stated that the next Annual Meeting of the 
Members will occur on December 3, 2020 in Washington, DC. 
 
Adjourn – Upon a motion duly made and seconded, Chair Barton adjourned the Annual 
meeting at 9:51 am (ET). 
 

As approved on this XXX day of March, 2020 
by the Board of Directors, 

 
 
Robert V. Eckenrod 
Vice President, General Counsel & Corporate 
Secretary 
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Attachment A 

 
 

Dan Snider On Behalf of American Electric Power Service Corp 

Paul J. Roehr On Behalf of American Transmission Company LLC 

Ryan Strom On Behalf of Buckeye Power Inc. 

Brett Kruse On Behalf of Calpine Energy Services, LP 

Michael Heise On Behalf of Cloverland Electric Cooperative 

Timothy Sparks On Behalf of Consumers Energy 

David Hodge On Behalf of Dayton Power and Light Company 

Dean Bodkin On Behalf of Dominion Energy Marketing, Inc. 

Kevin Ball On Behalf of DTE Electric 

Elisa Labriola On Behalf of Duquesne Light Company 

Dan Roethemeyer On Behalf of Dynegy Inc. 

Chris Scanlon On Behalf of Exelon Corporation 

Robert Mattiuz On Behalf of FirstEnergy Services Company 

Brian Slocum On Behalf of International Transmission Company 

Patrick Devon On Behalf of Michigan Public Power Agency 

Kristina Pacovsky On Behalf of Midcontinent Independent System Operator 

Silivia Parada Mitchell On Behalf of NEXTERA Energy Resources 

Mark Ringhausen On Behalf of Old Dominion Electric Cooperative 

Michael Del Viscio On Behalf of PJM Interconnection LLC 

David Bonenberger On Behalf of PPL Electric Utilities Corporation 

Nicholas Kowalczyk on Behalf of Rockland Electric Company 

David Viar On Behalf of Southern Maryland Electric Cooperative, Inc. 

Scott Etnoyer On Behalf of Talen Energy Supply, LLC 

Lynnae Wilson On Behalf of Vectren Energy Delivery of Indiana, Inc. 

John Marshall on Behalf of Wabash Valley Power Association, Inc. 

Charles K. Milliken On Behalf of WEC Energy Group 

Sandra Revnell On Behalf of Wolverine Power Supply Cooperative, Inc. 
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Attachment B 
 

 

Others Present During the Annual Meeting of Members 
 

Kevin Ball • DTE Energy 
Lisa Barton • AEP 
Carol Baskey • ReliabilityFirst 
Stacey Burbure • FirstEnergy 
Larry Bugh • ReliabilityFirst 
Ken Capps • Southern Maryland Electric Cooperative 
Pat Cass • Independent  
Robert Clarke • NERC Board of Trustees 
Jeff Craigo • ReliabilityFirst 
Jennifer Curran • MISO 
Michael Del Viscio • PJM 
Andy Dodge • FERC 
Rob Eckenrod • ReliabilityFirst 
Scott Etnoyer • Talen Energy 
Ben Felton • DTE Energy 
Dwayne Fewless • ReliabilityFirst 
Tim Gallagher • ReliabilityFirst, President & CEO 
Brent Greene • Independent 
Rich Heidorn • ERO Insider 
Nick Henery • FERC 
David Huff • FERC 
Larry Irving • Independent 
Deandra Williams-Lewis • ReliabilityFirst 
Robin Manning • NERC Board of Trustees 
Jeff Mitchell • ReliabilityFirst 
Lou Oberski • Dominion Energy 
Ray Palmieri • ReliabilityFirst, Senior Vice President 
Heather Polzin • FERC 
Chris Scanlon • Exelon Corporation 
Ray Sefchik • ReliabilityFirst 
Kristen Senk • ReliabilityFirst 
Rachel Snead • Dominion Energy 
Susan Sosbe • Wabash Valley Power Association 
Jennifer Sterling • Exelon 
Matt Thomas • ReliabilityFirst 
Jody Tortora • ReliabilityFirst 
Joe Trentacosta • Southern Maryland Electric Cooperative 
Jim Uhrin • ReliabilityFirst 
Wendy Weaver • ReliabilityFirst 
Becky Webb • Exelon 
Simon Whitelocke • ITC Holdings Corporation 
Lynnae Wilson • CenterPoint Energy 
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DRAFT Minutes 
Board of Directors  
November 21, 2019 • Washington, DC 
 
St. Regis Hotel 
923 16th and K Street NW • Washington, DC 20006 
 
 

Executive Session 
 

The Board of Directors (Board) met in executive session on November 21, 2019 from 8:00 am 
to 8:50 am (ET). During the executive session, the Board discussed confidential matters 
concerning the corporation. 

 

 
Open Session 

 
Call to Order – Chair Lisa Barton called to order a duly noticed open meeting of the Board on 
November 21, 2019 at 10:05 am.  A quorum was present, consisting of the following members 
of the Board: Chair Lisa Barton, Vice Chair Simon Whitelocke; Ben Felton; Joe Trentacosta; 
Patrick Cass; Jennifer Curran; Scott Etnoyer; Brenton Greene; Larry Irving; Bob Mattiuz; Lou 
Oberski; Susan Sosbe; Jennifer Sterling; and Lynnae Wilson.  A list of others present during 
the Board meeting is set forth in Attachment A.  
 
Appoint Secretary to Record Minutes – Chair Barton designated Rob Eckenrod as the 
secretary to record the meeting minutes.   
 
Antitrust Statement – Rob Eckenrod advised all present that this meeting is subject to, and 
all attendees must adhere to, ReliabilityFirst’s Antitrust Compliance Guidelines.  
 
Chair Remarks – Chair Barton welcomed all in attendance, and introduced the keynote 
speaker, Andrew Dodge. 
 
Keynote Speakers – Andrew Dodge, Director of the Office of Electric Reliability at FERC, 
provided the keynote remarks.  He shared his thoughts on ensuring reliability for a changing 
electric grid, and highlighted key areas of focus.  Mr. Dodge discussed the reliability 
challenges associated with the changing resource mix and extreme weather conditions.  He 
also recapped and discussed recent events involving inverter based resources, fuel 
assurance, and extreme cold weather impacts.  Mr. Dodge then discussed the role of 
Reliability Standards in responding to these reliability challenges.  He stressed that complete, 
accurate, and validated models are essential to reliability, and stated the value of going 
beyond baseline compliance to identify solutions for individual and regional challenges and 
risks. 
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Consent Items – Chair Barton introduced the following consent agenda items for approval: 
 

Agenda Item 5 (a): Draft Minutes from the June 21, 2019 Board of Directors Teleconference 
Agenda Item 5 (b): Draft Minutes from the August 22, 2019 Board of Directors Meeting 
Agenda Item 5 (c): Resolution for Election of Corporate Officers for 2020 (No. 2019-6) 
Agenda Item 5 (d): Resolution in Recognition and Appreciation of Ken Capps (No. 2019-7) 
Agenda Item 5 (e): Resolution for Reimbursement of Lou Oberski’s Travel Expenses (No.2019-8) 
Agenda Item 5 (f):  Proposed 2020 Board Meeting Dates 

 
Upon a motion duly made and seconded, the Board approved the consent agenda items.  
 
Corporate Governance Update – Mr. Eckenrod provided an update on the 
implementation of ReliabilityFirst’s corporate governance amendments.  Mr. Eckenrod 
reported that the NERC Board of Trustees approved ReliabilityFirst’s bylaw revisions during 
its November meeting, and that NERC and ReliabilityFirst will file a joint petition for 
approval of the bylaw revisions with FERC in December.  
 
FAC-008 Overview – Jim Uhrin provided an overview of recently identified FAC-008 
potential risks, issues, and planned mitigation steps.  He noted that gaps in FAC-008 
program execution is an area of focus in the 2019 and 2020 ERO Implementation Plans.  
Due to increased outreach, compliance monitoring efforts, and self-assessments in this 
area, entities have uncovered issues related to facility ratings, including issues with the 
accuracy of diagrams, databases, field equipment and ratings.  Mr. Uhrin stated that 
ReliabilityFirst recently issued a questionnaire to entities to self-assess the extent of their 
controls and perceived risks.  ReliabilityFirst staff has also increased external engagements 
with entities on this topic, including audits, internal controls assessments, and education 
and outreach. 
 
EMP Update – Larry Bugh provided an update on the recent activities of the NERC 
Electromagnetic Pulse (EMP) Task Force.  He reported that the EMP Task Force 
presented its draft recommendations to the NERC Board of Trustees in early November, 
with a goal to provide a final EMP Task Force report in early 2020.  He summarized the 
recommendations, which include:(1) establishing BPS performance expectations for a pre-
defined EMP event; (2) providing education on EMP events; (3) coordinating with other 
critical infrastructure sectors; (4) undertaking enhanced vulnerability assessments and 
response and recovery plans, and (5) conducting further research and development.  Mr. 
Bugh recognized the contributions of Independent Director Brenton Greene, who shared 
his EMP expertise and insights with NERC leadership during a recent NERC meeting. 

 
Cold Weather Report – Heather Polzin and David Huff from the FERC Office of 
Enforcement, and Dwayne Fewless from ReliabilityFirst’s Event Analysis department 
provided an overview of the recently issued FERC cold weather report.  They highlighted 
lessons learned and recommendations arising from the South-Central US cold weather 
system event of January 17, 2018.  They noted that extreme weather events on this date 
resulted in widespread generation outages, leading to increased transmission system 
congestion and numerous post-contingency low voltages.  Ms. Polzin, Mr. Huff, and Mr. 
Fewless then discussed the cold weather report recommendations, which include 
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developing new or revised NERC Reliability Standards to ensure preparation for cold 
weather conditions.  The cold weather report also recommends that Planning Coordinators 
and Transmission Planners should jointly develop and study more extreme condition 
scenarios and share the outcomes of these studies with operations staff. 
 
Cyber Security for the Organization – Mr. Bugh led a discussion on the corporation’s 
security posture and presented quarterly security metrics. He noted that ReliabilityFirst 
recently completed its annual security awareness training.  Mr. Bugh reported that 
ReliabilityFirst recently entered into a contract for upcoming penetration and vulnerability 
testing, with work beginning soon on those efforts. He also provided an overview of the 
security measures in place to safeguard organizational confidential data. 
 
Corporate Goal Performance – Ms. Williams-Lewis provided an update on the 2019 
corporate goals.  She described how the corporate goals derive from ReliabilityFirst’s 
strategic plan and objectives. She also discussed the corresponding goals and staff 
achievements under each strategic objective.  Ms. Williams-Lewis then provided an 
overview of the 2020 strategic initiatives and corporate goals, which include enhanced risk 
assessment and communication strategies, and continuous improvement initiatives within 
ReliabilityFirst and across the industry.  

 
Committee Reports 
 

a) Finance and Audit Committee – Patrick Cass, Chair of the Finance and Audit 
Committee (Committee), reported that the Committee received a financial update, and 
reviewed financial year end projections.  The Committee received a portfolio review 
update from Glenmede Capital Management, and performed the annual review of its 
charter, concluding that no changes to the charter were necessary.  The Committee 
also confirmed that it completed all required duties under its charter for 2019.  Mr. Cass 
reported that the ReliabilityFirst’s whistleblower hotline has not received any reports 
over the last quarter.  He also reported that the Committee met in executive session to 
review the Form 990, and met one on one with Carol Baskey, Treasurer. 
 
b) Compensation Committee – Kenneth Capps, Chair of the Compensation 
Committee, reported that the Compensation Committee reviewed the corporation’s 
performance of the 2019 corporate goals, and discussed and approved the 2020 
corporate goals.  The Compensation Committee reviewed an analysis of 
ReliabilityFirst’s pay equality statistics, and Mr. Capps reported that the corporation has 
performed well in this area.  The Compensation Committee discussed and approved 
executive and staff compensation related items for the organization. The Compensation 
Committee also reviewed its charter, and confirmed the completion of all charter 
activities for 2019. 
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c) Compliance Committee – Brenton Greene, Chair of the Compliance Committee, 
reported that the Compliance Committee discussed the development of the 2020 
Implementation Plan, and received an update on 2019 enforcement activities and 
trends. The Compliance Committee also discussed potential changes to FERC’s FOIA 
policies regarding filed CIP violations. The Compliance Committee received an update 
on CIP-014 implementation challenges; discussed the 2019 Regional Risk Assessment; 
and reviewed 2019 organization registration activities.  The Compliance Committee 
received a staff update on the Align/CORES projects. The Compliance Committee also 
reviewed its charter and confirmed its completion of all charter activities for 2019. 
 
d) Nominating & Governance Committee – Larry Irving, Chair of the Nominating and 
Governance Committee (NGC), reported that the NGC reviewed its charter and 
confirmed its completion of all charter activities for 2019. The NGC discussed director 
training topics for 2020, and the implementation of corporate governance changes, 
including the new position of Lead Independent Director.  Mr. Irving reported that the 
NGC recommends Brenton Greene as the Board’s Lead Independent Director for 2020.  
The NGC also determined 2020 Committee assignments and determined the nominees 
for the Board Chair and Vice Chair.  Upon a motion duly made and seconded, the Board 
approved the NGC’s Committee assignments; and approved Brent Greene as Lead 
Independent Director; Simon Whitelocke as Board Chair; and Lynnae Wilson as Board 
Vice Chair.   
 

Adjourn – Upon a motion duly made and seconded, Chair Barton adjourned the meeting at 
12:45 pm (ET).   

 
As approved on this XXX day of March, 2020 by 
the Board of Directors, 
 
 
Robert V. Eckenrod 
Vice President General Counsel & Corporate 
Secretary 
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ATTACHMENT A 
 

 
Others Present During the Board of Directors Meeting 

 
Kevin Ball • DTE Energy 
Carol Baskey • ReliabilityFirst 
Stacey Burbure • FirstEnergy 
Larry Bugh • ReliabilityFirst 
Robert Clarke • NERC Board of Trustees 
Jeff Craigo • ReliabilityFirst 
Michael Del Viscio • PJM 
Andy Dodge • FERC 
Rob Eckenrod • ReliabilityFirst 
Dwayne Fewless • ReliabilityFirst 
Tim Gallagher • ReliabilityFirst, President & CEO 
Rich Heidorn • ERO Insider 
Nick Henery • FERC 
David Huff • FERC 
Deandra Williams-Lewis • ReliabilityFirst 
Robin Manning • NERC Board of Trustees 
Jeff Mitchell • ReliabilityFirst 
Ray Palmieri • ReliabilityFirst, Senior Vice President 
Heather Polzin • FERC 
Chris Scanlon • Exelon Corporation 
Ray Sefchik • ReliabilityFirst 
Kristen Senk • ReliabilityFirst 
Rachel Snead • Dominion Energy 
Matt Thomas • ReliabilityFirst 
Jody Tortora • ReliabilityFirst 
Joe Trentacosta • Southern Maryland Electric Cooperative 
Jim Uhrin • ReliabilityFirst 
Wendy Weaver • ReliabilityFirst 
Becky Webb • Exelon 
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From Our Chair 

This year was a transformative one for ReliabilityFirst and the greater 

ERO Enterprise. With the consolidation of FRCC into SERC, and SPP 

RE into MRO and SERC, NERC and the Regions took this opportunity 

to work on the “ERO Transformation” initiative. During this effort, 

NERC and the Regions reaffirmed their respective roles and 

committed to the following: 

 

 Working together as one team and honoring each of their roles; 

 Actively supporting ERO Enterprise activities while eliminating 

unnecessary duplication of work; 

 Collaborating in developing clear and consistent guidance across the 

ERO Enterprise; 

 Sharing information, knowledge, and resources across the ERO 

Enterprise; 

 Developing and sharing harmonized messages across ERO 

Enterprise communications; and 

 Supporting innovation, initiatives, and the sharing of best practices 

across the ERO Enterprise. 

 

Additionally, a new ERO Enterprise Long Term Strategy was approved 

in 2019, which ReliabilityFirst applauds. Tim Gallagher continued to 

serve in 2019 as the co-chair of the ERO Enterprise Executive 

Committee, which consists of NERC’s senior leadership team and the 

CEOs from the six Regions. ReliabilityFirst also worked on a number 

of other initiatives during the year, which you will read about in this 

Annual Report. 

 

I would like to thank Lisa Barton, whose term as Board Chair 

concluded at the end of 2019. ReliabilityFirst has benefited greatly 

from her leadership, and I am happy that she remains on the Board. 

Additionally, Ken Capps, a founding ReliabilityFirst Board member, 

completed his term on the Board of Directors at the end of 2019. On 

behalf of the entire Board of Directors, I would like to thank him for 

his years of service and valuable contributions.   

I am sincerely grateful for all of the individuals and organizations who 

worked with ReliabilityFirst in 2019, including FERC, NERC, our 

Regional partners, and our valued stakeholders. In 2020 

ReliabilityFirst will continue its work to further meaningful, risk-based 

regulatory oversight and outreach - I look forward to another 

productive year of collaboration and advancing reliability. 

Forward Together,  

Simon 

 

Simon Whitelocke 

Chair of the Board of Directors 
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From Our President & CEO, 
 

It has truly been an eventful and productive year for ReliabilityFirst. 

We worked on a number of corporate-wide initiatives in 2019, 

including the ERO Enterprise Align project, a major effort that will 

better align tools and processes across the ERO Enterprise. The 

Centralized Organization Registration ERO System (CORES) project 

is another ERO Enterprise wide project that will move all registration 

functions to a single, consolidated system, and expand current 

functionality. 

 

Throughout the year, ReliabilityFirst promoted a focus on internal 

controls in our CMEP activities, ranging from compliance monitoring 

to mitigation of noncompliance. We released a new internal controls 

page in our knowledge center, with various guidance documents and 

resources, and worked to plan our first internal controls workshop for 

registered entities.  

 

We continued our emphasis on outreach and continuous improvement 

to industry, with topics such as themes seen in significant CIP 

violations; new and revised Reliability Standards impacting supply 

chain risk management; trends and best practices seen in cyber and 

physical security; Facility Ratings; and vegetation management. 

ReliabilityFirst also participated in GridEx 2019, a valuable industry-

wide exercise that results in lessons learned to prepare for cyber and 

physical security threats. 

 

I would like to thank Ken Capps, who ended his term in 2019, for his 

many valuable contributions to the Board. I am pleased to welcome 

Ben Felton and Joe Trentacosta, who were elected to the Board in 2019 

– we look forward to working with you. 

 

I would also like to thank Lisa Barton for her leadership over the course 

of the last two years as our Board Chair, and welcome Simon 

Whitelocke and Lynnae Wilson as our new Board Chair and Vice Chair.   

 
On behalf of everyone at ReliabilityFirst, we appreciate your many 

contributions to ensuring the reliability and security of the Bulk Power 

System. This year has been incredibly encouraging, largely due to the 

widespread enthusiasm and support for the ERO’s new strategic vision 

and alignment among NERC and the Regions. 

 

Forward Together,  

 

Tim  

 

Timothy Gallagher 

President & CEO 
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2019 Innovation Awards and Retreat 
 

After receiving positive feedback from participants, ReliabilityFirst (RF) hosted its second annual 

Innovation Awards and Retreat in 2019. This event encourages staff to promote new ideas and projects, 

recognizes exceptional work in the area of innovation, and provides innovators access to individuals who 

can help them refine their innovations and bring them to fruition.   

 

After all RF employees had an opportunity to make submittals, Bhesh Krishnappa, Program Manager, 

Resiliency and Risk, won the 2019 Innovation Award for the Cyber Resiliency Metrics Project. The Cyber 

Resiliency Metrics Project, a collaboration with the Cyber Resilient Energy Delivery Consortium (CREDC), 

is an effort to better measure the resilience of industrial control system networks and has real and important 

application in our industry. 

 

The 2019 Innovation Award Retreat was held at the Pro Football Hall of Fame in Canton, OH. Guests 

included Mark Lauby, Senior Vice President and Chief Reliability Officer at NERC; Dr. Katrina Kelly-

Pitou, Professor at Pitt University; Don Racey, CEO of Engage EIC; Dr. Guowei Jian, Professor of 

Communications at Cleveland State University; and Dr. Gail Fairhurst, Distinguished Professor of 

Organizational Communication at the University of Cincinnati. This group of experts presented their 

understanding of the future of the issues and technologies facing the power industry, then helped RF staff 

innovators understand how to fold these thoughts into their innovations. 

 

 
 

 

Cyber Resilience Assessment Tool 

 

In December 2019, the Cyber Resilience Assessment Tool was launched as part of RF’s Resilience and Risk 

Program. A focus on cyber resilience is essential to the program’s goal of developing, implementing and 

maintaining comprehensive resilience capabilities that work to minimize negative impacts to the bulk power 

system (BPS). 

 

This new tool is a voluntary self-assessment that allows entities to evaluate and benchmark their cyber 

resilience posture, as well as measure effectiveness. The tool will characterize the operational resilience of 

an entity’s BPS infrastructure in the presence of cyber attacks. The assessment output is an extensive report 

that will give BPS operators the ability to identify areas of improvement through deeper insights into 

components and processes that impact cyber resilience.
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GridEx V 
 

GridEx is a biannual ERO exercise that provides participants an opportunity to demonstrate how they would 

respond to and recover from simulated coordinated cyber and physical security threats and incidents. 

GridEx V took place in November 2019 and involved more than 5,000 participants from more than 450 

different organizations. Entities were encouraged to coordinate with local and regional government, law 

enforcement, other interdependent critical infrastructures (such as water and gas), and third party suppliers 

and vendors who would be needed during simulated recovery efforts. 

 

RF has been an active member of GridEx since its inception in 2011 and assists in the planning and 

development of the exercise. This year, custom scenarios were developed for RF’s Event Analysis and 

Situational Awareness, Information Technology, and Corporate Communications teams to help assess 

internal processes and procedures for internal physical and cyber threats, BES event analysis and situational 

awareness, and emergency communications and procedures. 

 

Throughout the two-day event, RF collaborated with NERC staff, RTOs and Registered Entities to 

understand and assess the impacts of the simulated events, as well as identify how RF could assist in 

response to the events unfolding. Going forward, RF will participate in NERC-led discussions to capture 

lessons learned across the ERO.  

 

Risk Identification  
 

The key first step to ensuring reliability is to identify and understand the continually evolving risks facing 

our BPS. RF’s risk identification activities inform our work as a Region. 

 

2019 Regional Risk Assessment and 2020 Risk Elements 
 
During the annual Regional Risk Assessment (RRA), RF identifies high-priority risks within the Region 

(i.e., Risk Elements), along with a list of associated Reliability Standards and Requirements to help mitigate 

them. The Risk Elements help inform and guide RF’s Compliance Monitoring and Enforcement Program 

activities and communication throughout the year. Prior to the RF RRA, NERC identifies ERO-wide Risk 

Elements. The ERO-wide Risk Elements for 2020 are: 

 

 

 

 

 

 

 

 

2020 ERO-Wide Risk Elements 

Management of Access and Access Controls 

Insufficient Long-Term and Operations Planning Due to 

Inadequate Models 

Loss of Major Transmission Equipment with Extended Lead 

Times 

Inadequate Real-time Analysis During Tool and Data Outages 

Improper Determination of Misoperations 

Gaps in Program Execution 

Texas RE: Resource Adequacy 

Figure 1: 2020 ERO-wide Risk Elements 

As NERC, RF and the other Regions continue 

to enhance our understanding of the risks 

facing the grid, these Risk Elements have 

become more focused on discrete issues. 
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To identify RF’s Risk Categories, staff evaluates Region-specific information and data, along with NERC’s 

ERO-wide Risk Elements. In 2019, RF identified the following Risk Categories: 

 

 

RF continued to mature the RRA program in 2019 by implementing a two-fold risk 

prioritization process, including:  a traditional risk ranking analysis, and an analysis of 

each risk category’s network effect. In the traditional analysis, each category is analyzed 

separately and ranked accordingly. While this type of analysis is helpful, it does not take 

into account the fact that these risk categories do not exist in a vacuum. Problems 

occurring in one area may give rise to problems in other areas. While these relationships 

have been generally acknowledged and may have been tacitly incorporated into 

traditional risk ranking analyses in the past, little work was found relating to quantifying 

these types of relationships. RF’s risk network analysis allowed us to quantify the 

interrelatedness of the categories, calculate each category’s “network effect,” and adjust 

the traditional risk ranking to account for each category’s network effect. 

1.  Event Response/Resilience 
RF defines resilience as: The ability to reduce the 

magnitude and/or duration of disruptive events. The 

effectiveness of a resilient infrastructure or enterprise 

depends upon its ability to anticipate, absorb, adapt to, 

and/or rapidly recover from a potentially disruptive 

event. 
 

2.  Unknowns & Uncertainty 
This category covers risks that are unknown, but 

inherently knowable (meaning we can objectively 

measure and assess them), and those that are 

unknown, but not inherently knowable (meaning we 

will never be able to fully and objectively measure 

and assess them). 
 

3.  Misoperations 
Misoperations contribute to, and tend to exacerbate 

the impact of, automatic transmission outages, which 

adversely affect the reliability of the BES. 
 

4.  Cyber/Physical Security 
This complex category recognizes the interdependent 

nature of security. Broadly, it concerns:  controlling 

access to operational assets and data, and preventing 

the corruption of operational assets and data. 
 

5. Situational Awareness  
This risk category examines the availability of 

information when needed. Unexpected outages of 

tools, or planned outages without appropriate 

coordination or oversight, can leave operators without 

visibility to some or all of the systems they operate. 

While failure of a decision-support tool is rarely the 

cause of an event, such failures manifest as latent 

risks that further hinder the decision-making 

capabilities of the operator.  
 

 

 

 

6.  Human Performance 
This category covers a broad stroke of risk exposure in 

the RF footprint. Humans are involved in every aspect 

of the industry in one form or another. HP issues can 

cause significant safety issues or lead to reliability issues 

and disruptions.  
  

7.  Planning & Modeling 
Planning has become an integrated practice focused on 

identifying the least-cost, most reliable solution for 

meeting electricity demand through the use of 

generation, transmission and demand-side resources. 

According to NERC, insufficient long-term planning can 

lead to increased risks to reliability. Adequately modeled 

planning cases become increasingly critical as a 

changing resource mix, deployment of new 

technologies, etc. affect the risk to BPS reliability.  

 

8.  Environmental Factors 
This broad risk category includes naturally-occurring 

phenomena, such as extreme weather and vegetation 

related issues. According to NERC, natural events cause 

a significant proportion of major BPS impacts. For 

example, weather was responsible for all category 3, 4 

and 5 BPS events across the ERO in 2018.  
 

9.  Changing Generation Mix 
This complex risk category addresses the fact that public 

inputs and market conditions, along with the influence 

of regulatory and socio-economic policies, are 

continuing to drive a significant evolution in the mix of 

power resources. This transformation of generating 

resources is creating new reliability risks, from long- 

and short-term planning to real-time operations.  
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Inherent Risk Assessments 
 
The Inherent Risk Assessment (IRA) is a process where RF assesses the inherent risk of an entity to the 

reliability of the BPS to help determine the areas of focus and level of compliance oversight for that entity. 

RF conducted 57 IRAs in 2019 and continued to use the Entity Profile Questionnaire (EPQ) Tool, a secure 

tool that consolidates a number of information requests previously issued to entities in connection with the 

IRA. RF also developed and implemented an enhanced Compliance Oversight Plan process that captures 

how RF will monitor a registered entity’s compliance with selected NERC Reliability Standards based on 

entity-specific risks.   

 

Risk-Harm Assessments  
 

During the Risk-Harm Assessment, RF quantifies the risk and potential harm posed by a possible violation 

through a series of questions answered by RF subject matter experts. In 2019, the large majority of 

violations were minimal risk in nature. CIP-004 (Cyber Security – Personnel & Training) and CIP-007 

(Cyber Security – Systems Security Management), which govern high-frequency conduct, have historically 

been the most-frequently violated Standards in the region. In 2019, this trend continued, as CIP-004, CIP-

007, CIP-010 (Cyber Security - Configuration Change Management and Vulnerability Assessments), CIP-

006 (Cyber Security - Physical Security of BES Cyber Systems), and CIP-011 (Cyber Security – 

Information Protection) were the most-frequently violated Standards.  

   

 
 
 

 
  
 
 
 
 

Figure 2: 2019 Risk Allocation of Violations 

The majority of violations processed in 2019 were minimal risk. The most violated Standards were CIP-004, CIP-007, CIP-

010, CIP-006, and CIP-011, highlighting the continued importance of cyber security efforts. 
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Event Analysis and Situational Awareness 
 

During the event analysis process, RF works with stakeholders to identify and analyze system events, as 

well as communicate information and lessons learned from these events to the industry. In 2019, RF 

completed analysis of 13 open events from 2018 and analyzed 74 new events that occurred in 2019. For the 

fourth consecutive year, RF experienced no Category 2 or higher events in its footprint.1 
 

 

 

 

In 2019, RF experienced 42 Category 0 events, comparable to levels in 2017 and 2018. A Category 0 event 

is a reported event that does not reach any of the category thresholds in NERC’s Event Analysis Program. 

While these events are not typically cause-coded, RF obtains additional detail and performs trending to 

identify risks and possible Lessons Learned. Figure 4 shows the types of Category 0 events submitted to 

RF in 2018.  

 

 

                                                                    
1 A Category 2 event is defined in the ERO Event Analysis Process.   

Figure 3: 2017, 2018, and 2019 Events by Category 

The RF region experienced ten Category 1a events in 2019 (an unexpected outage that is contrary to design of three or more 

BES Facilities caused by a common disturbance). Typically, a Category 1a event is a severe misoperation or equipment 

failure that impacts a combination of three or more lines, transformers or other facilities.  

 
 

Figure 4: 2019 Category 0 Events (minus EMS related events, shown in Figure 5) 

The highest percentage of Category 0 events in the Region in 2019 were physical threat-related (typically suspicious 

activity, such as a person approaching or taking pictures of a substation or facility).    
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In 2019, RF experienced 22 Category 1h events connected to Energy Management System (EMS) issues. 

This is a decrease from prior years, presumably due to:  new EOP-004-4 Reporting Requirements; entity 

efforts to be more vigilant and responsive; faster recovery from EMS outages; and RF’s continuous outreach 

and engagement. Figure 5 provides the themes of EMS events occurring in RF’s footprint in 2019. While the 

past three years featured a high percentage of data-related EMS outages, one noticeable trend in 2019 was the 

increase in software-related EMS events. 

 

Throughout 2019, RF worked with NERC to lead publication of two Lessons Learned documents:   

Enhanced Alarming Can Help Detect State Estimator and Real-Time Contingency Analysis Issue and  

Automatic Capacitor Operations along Radial Feed Result in Load Shed. RF also contributed to the 

following three Lessons Learned documents:  Loss of Monitoring Control due to Power Supply Failure; 

Current Drone Usage; and Substation Fires: Working with First Responders.   

 

Other noteworthy event analysis/situational awareness activities included engagement in NERC’s 

Monitoring and Situational Awareness Technical Conference, GridEx V and Grid Security Conference; 

hosting NERC Cause Code Assignment Process (CCAP) training for regional stakeholders; supporting 

FERC and NERC with EMS Outreach and the Real-Time Assessment initiative; and evolving RF’s 

analytical capabilities and Configuration Management efforts. 

 

Voluntary Maturity Model Engagements 
 

RF conducts voluntary maturity model engagements, during which staff evaluate an entity’s high-level risks 

and capability to manage those risks (see Figure 6 below). Additionally, RF piloted an online tool in 2019 

that enables entities to perform a maturity model self-assessment. Both of these options focus on continuous 

improvement in pursuit of reliability excellence.  
 

 

 

 

Figure 5: Themes of EMS Outages (2019) 

Software: Outages due to a software bug or database issue 

with the EMS. Sometimes software crashes or fails, and 

the entity works with the vendor to repair, patch or fix the 

software-related concern.    

Data: Primarily State Estimator outages due to external 

data that results in the State Estimator not converging. 

These issues are resolved by communicating with 

neighboring entities to enhance and upgrade the external 

model.    

Loss of Power: Power outages to a control center or data 

center that result in some loss of EMS functionality. 

Mitigating actions include evaluating the design and 

redundancy of power supplies to ensure there is not a 

single point of failure.       

Maintenance: Any type of change to the EMS system that 

results in a SCADA, ICCP or State Estimator outage. 

These outages are often due to change-management issues.   

Setting Issues: Any type of EMS outage due to modifying 

EMS system settings. Oftentimes, settings are adequate 

upon installation, but due to topology changes or dispatch 

changes, must be adjusted to help the State Estimator to 

converge while maintaining a quality solution.    

  

 

Loss of Power
5%

Maintenance
18%

Setting
14%

Software
45%

Data
18%

Themes of EMS Outages 
2019



9 

 

Case Study: Using Maturity Model Engagements to Reduce Misoperations 
 

In 2019, RF continued work with two entities on their path to continuous improvement in management 

practice areas related to Misoperations. Both entities had previously participated in maturity model 

engagements and developed roadmaps that include specific projects and programs to reduce the occurrence 

of Misoperations. Examples of this work include: 

 Identifying links between failure trends found in maintenance and subsequent Misoperations. 

 Implementing an advanced Asset and Configuration Management tool to link system topology 

configurations between Planning, Protection and Operations. 

 Deploying technologies that directly link commissioning checklists to asset databases to ensure 

projects implemented in the field have corresponding, verified and validated records in their 

respective systems of record. 

 Proactively replacing line terminal equipment to new Standard designs. 

 Developing a new tool to proactively simulate fault conditions against protection settings in an off-

line tool to determine existing settings that may cause Misoperations for certain types of faults. 

 Improving job aides and tools to capture information required to investigate potential 

Misoperations, as well as the source of error and/or source of failure related details. 

 Initiatives for improved oversight of external resources utilized for the installation, operation,\ and 

testing of protection system projects. 

 

Management Practices for Maturity Model Engagements 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Reliability Assessment and Performance Analysis Activities 
 
RF’s reliability assessment and performance analysis activities identify key risks facing the Region. These 

activities include a number of assessments, as well as facilitating the corporation’s technical stakeholder 

groups (Reliability Committee, Generator Subcommittee, Protection Subcommittee and Transmission 

Performance Subcommittee).  

 

Figure 6: Management Practices  

Management Practices help entities identify, assess, and improve the capability to effectively address reliability risks 

above-and-beyond the minimum levels established by the Reliability Standards.   
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Seasonal Reliability Assessments 
 
For each upcoming summer and winter season, RF reviews the projected resource adequacy for PJM and 

MISO, the two Regional Transmission Organizations that operate in the Region. For the 2019 summer 

season and the 2019/2020 winter season, RF concluded that the Region was projected to have sufficient 

resources. Additionally, RF conducted confidential summer and winter transmission assessments on the 

actual operating performance for the 2018 seasons and the projected operating performance for the 2020 

seasons. This included a verification of the power flow models used to perform the transmission assessment 

studies.   

 

Transmission Reliability Assessments 
 
In 2019, RF conducted five additional transmission assessments using power flow models created by the 

Eastern Interconnection Reliability Assessment Group’s (ERAG) Multi-Regional Modelling Working 

Group (MMWG). The assessment reports were shared with the RF Transmission Performance 

Subcommittee:   
 

1. Projected 2023 Assessment of Voltages in the 2023 Spring Light Load Model for Selected 

Contingencies: Verified the model data and its effects. 

2. 2023 Near-Term Assessment of Transmission System Performance Nuclear Generation 

Retirement Scenarios: Analyzed nuclear generator retirement scenarios in the four MMWG power 

flow models representing the year 2023. 

3. Projected 2023 Assessment of Transmission System Performance N-3 Events: This series of four 

assessments summarized a review of the resilience of the BPS within the RF footprint for an advanced 

look into the year 2023. These four non-public reports focused on the Washington, D.C. area; the 

Wisconsin and Upper Michigan System (WUMS); Cleveland, OH; and the Delmarva Peninsula.  

4. Operational review of a 2019 Spring Light Load Period: Reviewed 2019 spring light load operations 

within the Region, which provides knowledge to apply in future spring light load seasons.  

5. 2023 Near-Term Assessment of Transmission System Performance Generator Outages Caused by 

Transmission Contingencies: Analyzed a Category P1 (i.e., single line, transformer, generator and 

shunt outage) contingency concurrent with generator tripping in the four MMWG power-flow models 

representing the year 2023. 

 

Long-Term Resource Assessment 
 
In the annual long-term resource assessment, RF reviews the future demand and capacity resource balance 

for the Region, as well as analyzes the amount of capacity resource reserves compared to the target reserves 

to determine excess or shortage in expected planning reserves for the future summer peak demands. Based 

on the data for the next 10-year period, PJM meets its reserve margin target through 2029, and MISO meets 

its reserve margin target through 2024. However, MISO’s reserve margin is 647 MW below target for 2025. 

Continuing in 2026 and beyond, MISO’s projected reserve margins are below target, reaching a maximum 

of 3,075 MW below its target in 2027. While five years lead-time should be sufficient to manage these 

projected issues, RF will continue to monitor this area. 

 

Risk Mitigation 
 

Upon identifying reliability risks, RF uses various methods to work with industry to mitigate these risks. 

These methods include compliance monitoring and enforcement, Reliability Standard commenting and 

development, and registration and certification activities.   
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Compliance Monitoring Activities 
 
In 2019, RF continued to mature its processes for assessing internal controls during compliance monitoring 

engagements. These internal control assessments allow RF to identify root causes and additional risks, and 

evaluate the sustainability of programs in a collaborative effort with registered entities.2 RF performed 53 

Operations & Planning engagements and 13 CIP engagements in 2019, as well as 80 compliance assessment 

reviews. These engagements were a combination of on-site and off-site audits and spot-checks. The chart 

below shows the most-frequently violated Standards found during 2019 audits or spot-checks. 

 

 

 

 
 

 

 

While CIP-007 showed a slight decrease in total violations from 2018 to 2019, there was still a considerable 

number of violations. This was mostly due to failure to evaluate or install security patches within the time 

frame required; failure to identify a correct patch source; and failure to identify all software on a system 

which requires patching. The number of CIP-004 violations rose by 50% from the previous year, and themes 

include failure to verify account privileges are correct within the required timeframe and failure to revoke 

access within the required timeframe following a termination action. While CIP-010 violations dropped 

from the previous year, common themes include failure to complete baselines for new assets; failure to test 

for security control requirements; failure to update baselines within the required timeframe; and failures to 

obtain authorization prior to implementing a change. 

 

PRC-005 continues to be the most violated Operations & Planning standard in the RF footprint. Some 

registered entities are still transitioning from their previous PRC-005-1 program to the PRC-005-6 program, 

which requires additional component testing and a complex implementation plan. Mitigation activities 

continue to focus on improving or developing internal controls to track and maintain asset management 

configurations. MOD-025 saw an increase in violations in 2019, largely due to missed implementation 

schedules and incomplete testing results submitted to Transmission Planners.   

                                                                    
2 ReliabilityFirst introduced the Internal Controls Knowledge Center on ReliabilityFirst’s public website.  This page 

includes information and education about internal controls plus the Management Practices (which are groups of 

internal controls).  The page includes Internal Control flash cards, which provide example control activities to drive 

continuous improvement and enhance performance.  For example, a low risk entity that relies heavily on contractors 

can use the flashcards for control activity suggestions on contractor management. 

Figure 7: Most Violated Reliability Standards at 2019 Compliance Audits  
CIP-007 (System Security Management) was the most violated Reliability Standard identified during 2019 CMEP 

activities, followed by CIP-004 (Cyber Security Personnel & Training) and CIP-010 (Cyber Security Change Management 

and Vulnerability Assessments). The most violated Operations & Planning Standard was MOD-025 (Verification and Data 

Reporting of Generator Real and Reactive Power Capability). 
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PRC-019 and PRC-024 both require generator owners to perform coordination and specific tests via an 

implementation schedule to ensure that the generators respond accordingly to disturbances. Themes 

included issues with contractor management – either not securing contractors and outages early enough in 

the process to perform coordination and tests, or lack of oversight and reviews when contractors did perform 

the work. 
 

Special Initiatives – Facility Ratings and Real-Time Assessments 
 

A major effort for RF in 2019 was the FAC-008 (Facility Ratings) initiative. Registered entities throughout 

the entire ERO enterprise were discovering that Elements needed to identify accurate Facility Ratings were 

missing, resulting in the need to re-rate their facilities. Entities found that changes in the field, 

documentation, and bookkeeping issues resulted in instances where facility equipment had discrepancies 

with the prints and/or databases used in planning and operational models. RF took action by sharing our 

findings within the ERO, sending a letter to impacted registered entities, and creating a questionnaire to 

help assess the internal controls in place to mitigate these risks. Throughout 2020, RF plans to continue 

outreach efforts to address this risk. 

 

Loss of situational awareness, specifically the Real-Time Assessments required in TOP-001 and IRO-008, 

was another 2019 focus area for RF. Team members from FERC, NERC and the Regions visited multiple 

control centers throughout the country to assess if there is a common approach to performing a Real-Time 

Assessment. A Real-Time Assessment is more than state estimation or contingency analysis in a control 

center. It is an analysis made at least once every 30 minutes, but hopefully continuously, that includes 

situational awareness of the risks faced by the Transmission Operator or Reliability Coordinator to ensure 

the BPS is reliable and resilient. FERC is publishing a white paper in First Quarter 2020 with the findings 

and positive observations from these site visits and discussions. RF will continue to monitor this risk and 

provide outreach/education following the publishing of the white paper. 

 

Enforcement Activities 
 

RF is responsible for resolving and enforcing noncompliance using a risk-based approach. This involves 

assessing the risk of the noncompliance and understanding the root cause (and contributing cause(s)); 

working with entities to ensure they take steps to remediate the noncompliance and prevent recurrence; and 

processing the noncompliance through an appropriate resolution based on risk and other factors. In 2019, 

RF continued to focus its efforts on improving the efficiency of risk-based enforcement practices, including 

processing lower risk noncompliance through streamlined enforcement processes and otherwise creating 

efficiencies where possible. For example, RF, along with its peers in the ERO Enterprise Enforcement 

Group (EG), established a project team in 2019 to identify opportunities to streamline the noncompliance 

review and risk assessment processes. The Regions have already implemented several streamlining 

concepts, including a sampling program for verification of mitigation completion for Compliance 

Exceptions.   

 

In 2019, RF processed 418 noncompliances (excluding noncompliances where RF was the Affected 

Regional Entity under the Multi-Regional Registered Entity program) — the majority of which were CIP-

related, and the overwhelming majority of which were compliance exceptions. Entities self-reported 72% 

of noncompliances. This is a decrease in self-reports from prior years, most likely due to increased audits 

and a change in the audit approach that resulted in audit findings for issues that were self-reported within 

the audit period. 
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Figure 8: 2019 Self-Report/Audit Findings 

72% of violations in 2019 were self-reported.  
Figure 9: CIP vs. Operations & Planning (O&P) 

72% of violations concerned the CIP Standards, and 

28% concerned the O&P Standards. This is consistent 

with recent years. 
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 Figure 10: Volume and Severity of CIP Violations over Time 

The severity of violations has gone down over time.  

*2019 data is not included, as risk determination for violations that started in 2019 generally takes place in 2020.                           
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Standards, Registration and Certification Activities 
 

RF provides input during the NERC Reliability Standards development process and maintains regional 

Reliability Standards as needed to ensure that Reliability Standards effectively mitigate the risks facing our 

footprint. In 2019, RF analyzed, voted on, and provided feedback on 38 NERC Reliability Standards.   

 

RF facilitated the registration of 21 new entities on the NERC Compliance Registry and deregistration of 

16 entities in 2019. The majority of registration changes involved the Generator Owner/Operator functions. 

This was largely due to the addition of wind, solar and natural gas combined-cycle generation, or the transfer 

of generator assets due to larger entities selling, merging or consolidating assets. RF worked on an ERO-

wide effort to plan, design and implement the Centralized Organization Registration ERO System (CORES) 

Registration tool.  

 

RF also performs certification reviews to ensure that entities applying to perform the critical Balancing 

Authority, Transmission Operator and/or Reliability Coordinator reliability functions are capable of 

performing those functions. In 2019, RF performed two certification reviews: one for an entity that updated 

its Energy Management Systems, and one for an entity that implemented a new back-up data center.   

 

Risk Communication  
 

RF believes it is critical not only to identify and mitigate risks, but also to timely and effectively 

communicate these risks and corresponding mitigation strategies across the industry to facilitate awareness. 

RF also is committed to sharing its expertise and leveraging the expertise of its entities to advance industry 

practices surrounding risk identification, mitigation and prevention. RF uses a variety of vehicles to 

communicate this information, including the Assist Visit Program, bimonthly newsletters, website, and 

various training events and workshops. 
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 Figure 11: Most Violated CIP Standards 

A small number of Standards that govern high frequency conduct (CIP-004, CIP-006, CIP-007) have a greater percentage of 

violations than the other CIP Standards, and entities should keep a close eye on these areas. There was an uptick of CIP 

violations from 2015-2016 (due to the implementation of the CIP Version 5 Standards), which is now back on a downward 

trajectory. 
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Assist Visit Program 
 

The Assist Visit program is a voluntary program pioneered by RF, which provides tailored training centered 

on the needs of the entity and key risks they are facing. Because Assist Visits are tailored to the needs of 

the entity, the engagements are dynamic. These can range from recurring engagements to address significant 

programmatic improvements, to multi- or single-day onsite engagements, to a simple conference call. The 

high demand continued in 2019, and RF performed 76 Assist Visits. 

 
 

 
Risk-Based Outreach and Training 

 
Upon the identifying key risks, RF plans and designs activities to mitigate those risks in our Region. A 

critical component of that mitigation strategy is our outreach and training activities. To further enhance 

these efforts in 2019, RF brought on a communications manager and continued to offer more focused 

workshops and targeted educational content at various events and on our website. Below are a few 2019 

outreach and training highlights, organized by the RRA’s high-priority risks.  
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 Figure 12: 2019 Assist Visits Breakdown 

Assist Visit topics spanned across the Reliability Standards, but the majority of Assist Visits covered the CIP Standards. 
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Unknowns and Uncertainty 
 

RF realizes the danger of unknown risks, and the focus on risk identification efforts (discussed earlier in 

this report) helps build our knowledge and limit the number of unknown risks and unforeseen events. There 

were also various communications in the newsletter and our workshops regarding insider threats, supply 

chain issues and baselines to help prevent unknown risks in the cybersecurity space. Further, RF’s continued 

participation in and promotion of GridEx helps ensure the industry is prepared to rapidly respond to risks 

as they arise. 

 

Human Performance 
 

The area of human performance (HP) has wide-ranging impacts on all areas of reliability and security. On 

a day-to-day basis, RF staff work closely with our entities to ensure that they identify and address the root 

cause(s) of each violation, which often involve HP issues. In 2019, RF conducted our second annual HP 

Workshop. The workshop focused on practical application of HP techniques and concepts for front-line 

activities that attendees can retain and use in transmission reliability related work. RF also formed an 

internal HP Community of Excellence (community of practice); established a HP knowledge center page; 

and is including HP cause codes in its analysis of GADS, TADS and MIDAS. 

 
Misoperations 

 

RF continued our ongoing communications on protection system Misoperations. This year we hosted our 

fifth annual Misoperations workshop, with the theme of Asset Management Tools & Methods, the Future 

of Managing Protection Systems Settings and Data. In 2019, RF created a Substation Maintenance 

Community of Practice for registered entities to facilitate learning regarding substation maintenance related 

topics that are not covered by the Reliability Standards. We also conducted our first Short Circuit Modeling 

Workshop to support the short circuit survey within the Protection Subcommittee. During this workshop, 

registered entities worked together to help ensure their short circuit model data assumptions are verified 

and to eliminate errors in models. This effort will continue into a community of practice for short circuit 

modeling.  

 

Cyber/Physical Security 
 

Cyber and physical security risks are a consistent piece of our communications and outreach, as these risks 

continue to evolve. In addition to performing more than 50 CIP-related Assist Visits in 2019, RF staff 

facilitated and presented on relevant CIP topics at the focus group for entities with low impact assets and 

the Critical Infrastructure Protection Committee (CIPC). RF continued to address cyber and physical 

security in our bimonthly newsletters and with a dedicated day at both our spring and fall workshops. In 

2019, we finished the discussion of our CIP themes report with a panel on lack of awareness. Other topics 

included Interactive Remote Access and patch management. RF also actively participated in GridSecCon 

and presented on our cyber resilience work, including the new Cyber Resilience Assessment Tool. 

 

Situational Awareness 
 

Given the dynamic nature of the BPS, operators need to have certain essential capabilities and up-to-date 

information that allow for informed decision-making to ensure reliability. RF has observed an increase in 

EMS-related events and has escalated communications on this topic. In 2019, RF participated at NERC’s 

7th Annual Monitoring and Situational Awareness Technical Conference, presenting on Lessons Learned 

and moderating a Real Time Assessment Panel. Additionally, the EMS knowledge center page houses 

relevant information and lessons learned. 
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Environmental Factors 
 

Environmental factors, particularly cold weather impacts, affect reliability in the RF footprint. This year, 

RF collaborated with NERC, FERC and the other Regions on the joint staff report on the 2018 Extreme 

Cold Weather Event that was published and presented across the industry. At our Spring Workshop, we 

shared a summary of our plant winterization efforts, including best practices and lessons learned. We also 

published our reoccurring studies and assessments, including the Reliability Resource Risk Assessments.  

 

Changing Generation Mix 
 

The changing generation mix was the focus of RF’s Fall Reliability Workshop. The workshop covered 

Distributed Energy Resources (DER); regulatory changes and the impact on compliance matters; fuel 

security and emergency planning; and resource planning in relation to the changing resource mix. It 

culminated with a diverse panel of experts sharing their perspectives on the impacts and challenges of the 

reliability and resilience risks in our footprint. Additionally, RF started a collaborative effort with the 

North American Generator Forum (NAGF) to share information and industry concerns relating to 

increased penetration of wind, solar and DER.   

 

Organizational Advancements 
 

Outside of the core work RF performs, a great deal of progress is made each year as a top-rated workplace 

that values organizational development. A number of essential factors contribute to creating a culture that 

promotes employee engagement, retention and growth. In addition to the multitude of training opportunities 

offered to staff, not only to increase industry knowledge but to improve professional skills, the following 

items show a snapshot of corporate development efforts in 2019: 

 The employee retention rate was an impressive 98%. 

 In order to continue optimizing the services and quality of work RF provides to entities and 

stakeholders, two new positions were created: Manager, Communications and External Training, 

and Data Warehouse Developer. 

 The potential for career growth was reinforced through six internal promotions. With a total of 78 

employees, this equates to a notable 8% of the staff. 

 The importance of investing in the future of the energy industry was evidenced by bringing in a 

Data Analytics intern from Baldwin Wallace University, as well as an Engineering intern and Legal 

intern from Case Western Reserve University. 

 

Corporate Responsibility through Community 
Involvement 

 

As the importance of corporate volunteerism continues to grow, in 2019 RF committed to taking an active 

role in bettering our communities. The staff delivered on this commitment by participating in multiple 

volunteer opportunities throughout Northeast Ohio. The cornerstone of these efforts is the RF Day of Giving, 

a day which now will be celebrated annually where the entire staff is encouraged to work together at 

different charitable organizations. In addition to the work done by staff from RF headquarters in Cleveland, 

many of the employees who work remotely volunteer in their own communities. 

 In September, a group of 20 employees spent the day building storage sheds for Lorain County 

Habitat for Humanity, and in December, 10 employees volunteered at the Greater Cleveland Food 

Bank to support their Hunger-Free Holidays campaign. 
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 The first annual RF Day of Giving in October was a great success with a total of 117 hours 

volunteered. A group of 41 employees split into teams to donate their time at four different 

charitable organizations: Shoes and Clothes for Kids, Laura's Home Women’s Crisis Center, 

Cleveland Kids' Book Bank, and Wigs for Kids.  
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2019 Year End Financials

 Year-end Projection at November 2019 Meeting

• $670K (3.00%) under budget (as of September 30, 2019)

 Actual 2019 Year-end Results

• $320K (1.41%) under budget

 Major Contributors to Year-end Results

• Personnel Expenses: $295K (1.55%) under

• Meetings: $74K (23%) over 

• Computer Hardware and Software: $101K (56%) under

 All Core Responsibilities were completed
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ERO Budget Summary 2019
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Total 2019 Actuals vs. Budget

Entity

2019                          

Actual

($000's)  

2019                    

Budget 

($000's) 

Variance 

Over (Under) 

($000's) 

% of 

Budget 

SERC 22,615 18,145 4,470 24.6%

WECC 26,572 26,951 (378) -1.4%

RF 22,328 22,648 (320) -1.4%

NERC 78,688 80,050 (1,362) -1.7%

TRE 12,158 13,070 (912) -7.0%

NPCC 14,576 15,804 (1,228) -7.8%

MRO 14,008 15,980 (1,972) -12.3%

FRCC 4,716 6,696 (1,980) -29.6%

Total 195,662 199,343 (3,682) -1.8%
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ERO Full Time Employee Summary 2019
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Total FTE’s

Entity

2019                         

Actual 

2019                    

Budget 

Variance Over 

(Under) 

% of 

Budget 

SERC 90.0 78.0 12.0 15.4%

RF 77.8 78.2 -0.4 -0.5%

FRCC 19.8 20.8 -1.0 -4.8%

TRE 57.0 60.0 -3.0 -5.0%

NERC 201.8 204.9 -3.1 -1.5%

NPCC 35.3 38.9 -3.6 -9.3%

MRO 54.0 59.0 -5.0 -8.5%

WECC 126.8 143.0 -16.2 -11.3%

Total 662.5 682.8 -20.3 -3.0%
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2019 Financial Audit

 Performed by RSM US LLP

 Final Field Work – week of January 27, 2020

 No adjustments were identified

 No Uncorrected Misstatements

 No Material Weakness

 No Identified Significant Deficiencies 

 Very Successful, Clean Audit
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2021

BUSINESS PLAN & BUDGET



Forward Together • ReliabilityFirst 

2021 Business Plan & Budget Schedule
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Date Activity

April 2020 1st draft of BP & B will be presented to FAC

April 21, 2020 1st draft of BP & B will be presented to the Board

April 24, 2020 1st draft of BP & B due to NERC 

June 4, 2020 Board will approve the final BP & B

July 1, 2020 Final BP & B due to NERC

August 20, 2020 NERC Board will approve the final BP & B

August 24, 2020 NERC will submit final BP & B to FERC
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2021 Budget Expectations

9

 Budget Assumptions
• Staffing

‒ Further review by management considering workload 

• Impact of retirements.

• Align Tool 

• Management and Security of Confidential Information

• Personnel Expenses
‒ Merit Increases: 3%

‒ Medical/Dental/Vision Premiums: 15%/3%/0%

 Additional Considerations
• Will not budget for a vacancy rate as the following staffing related expenses will not be specifically budgeted and staffing 

has stabilized:
‒ Recruitment costs

‒ Relocation expenses

‒ Recent history shows low vacancy rate

 Assessments
• Objective is to track assessment stabilization strategy 

 2021 Budget Projection in the 2020 Business Plan and Budget 
• 3.8% to 6.3% increase 
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Operating Reserve

 Reserves across NERC and the regions vary between $1.2M and $8.8M, 

including operating, working capital, and assessment stabilization funds. 
(amounts taken from 2020 BP & B’s) 

 Operating Reserve is intended for uncertain, or unbudgeted and unexpected 

expenditures.

 Recommendation

• $1,000,000 Operating Reserve for 2021

 Action

• Approve $1,000,000 for the 2021 Operating Reserve endorsed by the Finance and Audit 

Committee

10
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NOMINATING AND GOVERNANCE COMMITTEE CHARTER 
 

The Board of Directors of ReliabilityFirst Corporation (“ReliabilityFirst”) 
has established a Nominating and Governance Committee (the “Committee”) 
with general responsibility and specific duties as described below. 

 

COMPOSITION 
 

The Committee shall be comprised of four (4) or five (5) directors, of 
whom one (1) shall be an independent director according to independence 
standards established under the governance guidelines adopted by the Board. 
Committee members shall be elected by the Board at its annual meeting and 
shall serve until their successors are duly elected and qualified. The 
Committee’s chair and vice-chair shall be designated by the full Board upon the 
recommendation of the Committee. 

 

RESPONSIBILITY 
 

The primary purpose of the Committee shall be to (i) recommend to the 
Board corporate governance principles applicable to ReliabilityFirst and any 
organization groups established by the Board under the Bylaws; (ii) review 
periodically ReliabilityFirst’s and each organizational group’s corporate 
governance principles and make any recommended changes, additions or 
modifications; and (iii) identify individuals qualified to become at-large and 
independent Board members and make recommendations for directors’ 
assignments to the committees of the Board; and (vi) assist the Board by 
making recommendations regarding compensation programs for independent 
directors. 

 

ATTENDANCE AND VOTING 
 

The Committee shall meet as often as it deems necessary in order to 
fulfill its duties and responsibilities. Meetings may be called either by the 
Committee Chair or by a majority of the members of the Committee. Members 
of the Committee should endeavor to be present, in person or by electronic 
communication, at all meetings. Three (3) of the voting members of the 
Committee shall constitute a quorum. Each member of the Committee, 
including the chair and vice-chair shall be entitled to one vote on each matter 
presented before the Committee. Action by the Committee may be taken at 
any duly called meeting at which a quorum is present upon the vote of a 
majority of the members present. 



2  

MINUTES OF MEETINGS 
 

Minutes of each meeting shall be prepared and sent to Committee 
members and presented to Directors who are not members of the Committee at 
the next regularly scheduled Board meeting. The Committee’s minutes will be 
kept by the person so designated by the Chair with a copy retained by 
Secretary of ReliabilityFirst. 

 

SPECIFIC DUTIES 
 

The Committee will: 
 

1. Facilitate the assessment of (a) an individual sector director’s 
performance in that director’s fifth year of service, and every third 
year thereafter; and (b) an individual at-large or independent 
director’s performance in that director’s second year of service, 
and every third year thereafter. 
 

2. Evaluate the qualifications and performance of incumbent at-large 
and independent directors and determine whether to nominate 
them for re-election to the Board. 

 

3. Search for, recruit, screen, interview and select candidates for 
new at-large and independent directors as necessary to fill 
vacancies or the additional needs of the Board, and consider 
management’s recommendations for at-large and independent 
director candidates. The Committee may retain the services of an 
independent outside consultant to identify director candidates and 
otherwise provide such advice as the Committee shall deem 
necessary to the discharge of its duties and responsibilities. 

 

4. Nominate for election at-large and independent director 
candidates. 

 

5. Establish and periodically reevaluate criteria for Board 
membership and selection of new at-large and independent 
directors including independence standards; and determine as 
necessary the portfolio of skills, experience, perspective and 
background required for the effective functioning of the Board 
considering ReliabilityFirst’s strategy, and its regulatory, 
geographic and market environments. 

 

6. At least annually, report to the Board describing the number of 
candidates considered and other matters of interest relating to 
nominations to the Board as the Committee shall determine to be 
appropriate for the Board. 

 

7. At least annually, in connection with the annual meeting of the 
Board of Directors, recommend at least one candidate to serve as 
the Chair of the Board of Directors and at least one candidate to 
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serve as the vice-chair of the Board of Directors. 
 

8. At least annually, in connection with the annual meeting of the 
Board of Directors, make recommendations for the election of the 
directors to the Committees of the Board of Directors, and the 
designation of a chair and vice-chair, if applicable, for each 
Committee. 

 

9. Recommend to the Board removal of an at-large or 
independent director where appropriate (the power to remove a 
director elected by a specific industry sector is reserved in the 
Bylaws to that industry sector electing such director). 

 

10. Ensure that satisfactory background checks have been 
conducted for all directors prior to their service on the Board in 
accordance with the Governance Guidelines.  

 

11. Initiate and oversee a periodic evaluation of (a) the quality, 
sufficiency and currency of information furnished by management 
to the directors in connection with Board and Committee 
meetings and other activities of the directors, (b) the Board’s 
effectiveness, (c) the composition, organization (including its 
Committee structure, membership and leadership) and practices 
of the Board, (d) tenure and other policies related to the 
directors’ service on the board, and (e) corporate governance 
matters generally; and recommend action to the Board where 
appropriate. 
 

12. Periodically evaluate (1) the effectiveness of ReliabilityFirst’s 
organizational groups; and (2) the satisfaction of 
ReliabilityFirst’s stakeholders with the performance of the 
organization.  Recommend any follow-up actions to the Board, 
as appropriate. 

 

13. Develop, periodically review, and recommend to the Board 
corporate governance principles for ReliabilityFirst and any 
organizational groups established by the Board under the 
Bylaws. 

 

14. Monitor the orientation and training needs of directors 
and recommend action to the Board, individual directors, 
and management where appropriate. 

 

15. Review and approve, prior to acceptance, the service of the 
President of ReliabilityFirst on any other company’s board 
of directors. 

 

Periodically review the compensation of the independent members of 
the Board of Directors and make recommendations regarding 
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compensation, to the Board of Directors. 
 

16. Recommend to the Board Membership Application changes, 
as needed. 

 

17. Perform other functions within the scope of the foregoing, which 
the Committee deems appropriate to undertake from time to 
time. 

 

18. Conduct an evaluation of the Committee’s performance and 
charter at least annually, and adopt such Committee 
Charter changes, as the Committee deems appropriate, 
subject to approval by the Board. 

 

19. Report regularly to the Board regarding the Committee’s 
activities. 

 

APPOINTMENT OF ADVISORS 
 

The Committee shall have the sole authority to retain, and approve the 
fees and other retention terms of, director search, legal and other advisors, as it 
deems necessary for the fulfillment of its responsibilities. 

 

 

 

As adopted on the ___2nd day of _____ 
March, 2016 by the Nominating & 
Governance Committee and approved by 
the Board of Directors on the 3rd___  day 
of March, 2016 ______,, 
 

 

 

 

 

Robert V. EckenrodJason Blake 
Corporate Secretary 
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COMPENSATION COMMITTEE CHARTER 
 

The Board of Directors of ReliabilityFirst Corporation (“ReliabilityFirst”) 
has established a Compensation Committee (the “Committee”) with general 
responsibility and specific duties as described below: 

 

COMPOSITION 
 

The Committee shall be comprised of fiveour (45) directors, of whom 
whom three one (13) shall be an independent directors according to 
independence standards established under the governance guidelines adopted 
by the Board (the “Governance Guidelines”). Committee members shall be 
elected by the Board at its annual meeting and shall serve until their successors 
are duly elected and qualified. The Committee’s chair shall be an independent 
director and designated by the full Board upon the recommendation of the 
Nominating and Governance Committee. 

 

RESPONSIBILITY 
 

The primary purpose of the Committee shall be to assist the Board in 
discharging its responsibilities relating to compensation of ReliabilityFirst’s 
executives and by making recommendations regarding compensation 
programs for independent directors. 

 

ATTENDANCE AND VOTING 
 

Members of the Committee should endeavor to be present, in person or by 
telephone, at all meetings; however, three (3) Committee members shall 
constitute a quorum. Each member of the Committee, including the chair, shall 
be entitled to one vote on each matter presented before the Committee. Action 
by the Committee may be taken at any duly called meeting at which a quorum is 
present upon the vote of a majority of the members present. 

 

MINUTES OF MEETINGS 
 

Minutes of each meeting shall be prepared and sent to Committee 
members and presented to ReliabilityFirst directors who are not members of the 
Committee. The Committee’s minutes will be kept by the person so designated 
by the Chair with a copy retained by Secretary of ReliabilityFirst. 

 

SPECIFIC DUTIES 
 

The Committee will: 
 

1. In consultation with management, review and maintain 
ReliabilityFirst’s general policies relating to employee 
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compensation, and oversee the implementation of compensation 
programs. 

 

2. Periodically review the compensation of the independent 
members of the Board of Directors and make recommendations 
regarding compensation, to the Board of Directors. 

 

3. Recommend to the full Board for approval the President’s 
compensation, and, in furtherance thereof, adopt and review 
corporate goals and objectives relevant to the President’s 
compensation, evaluate the President’s performance in light of 
those goals and objectives, set the President’s compensation level 
based on this evaluation, and provide to the Board’s directors the 
results of such evaluation for the purpose of an annual 
performance review of the President. 

 

4. Assess the competitiveness and appropriateness of, determine, 
and authorize, the salaries, incentive plans, terms of employment, 
retirement or severance, benefits, and perquisites of the executive 
officers of ReliabilityFirst. 

 

5. Authorize the granting of incentive compensation to other 
employees and delegate to the President, to the extent the 
Committee deems appropriate, the authority to allocate such 
awards among employees other than executive officers, subject to 
the limitations set forth in the applicable plans pursuant to which 
such compensation or awards are to be granted. 

 

6. As requested by the full Board, review management’s long-range 
planning for executive development and succession, and develop a 
President succession plan. 

 

7. Perform other review functions relating to management 
compensation and human resources policies, as the Committee 
deems appropriate. 

 

8. Conduct an evaluation of the Committee’s performance and charter 
at least annually, and adopt such Committee Charter changes, as 
the Committee deems appropriate, subject to approval by the 
Board. 

 

9. Regularly report to the Board regarding the Committee’s activities. 
 

10. Have consultants to advise the Committee on compensation 
matters, as appropriate. 
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APPOINTMENT OF ADVISORS 
 

The Committee shall have the sole authority to retain, and approve the 
fees and other retention terms of, executive compensation, legal and other 
advisors, as it deems necessary for the fulfillment of its responsibilities. 

 

ADOPTION AND APPROVAL 
 

As adopted by the Compensation Committee and approved by the Board of 
Directors on  DATE. February 25, 2010. 
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GOVERNANCE GUIDELINES 
 

The Nominating and Governance Committee of ReliabilityFirst Corporation 
(“ReliabilityFirst”) has developed, and the Board of Directors has adopted, the following 
guidelines. Our Nominating and Governance Committee reviews and makes 
recommendations to the Board of Directors to amend or modify these guidelines at least 
annually. 

 

1. Role of the Board of Directors and Management. Our officers and employees, 
under the direction of our President and Chief Executive Officer (“President”) and the 
oversight of our Board of Directors, work to preserve and enhance electric service 
reliability and to assess the adequacy and ensure the reliability of the interconnected 
electric system within ReliabilityFirst’s region. In addition to its general oversight of 
management, the Board of Directors also performs a number of specific functions, 
including: 

 

a) govern ReliabilityFirst and oversee all of its activities; 
 

b) establish and oversee all organizational groups; 
 

c) approve the submittal of proposed Reliability Standards, Regional 
Variances, or modifications thereof to NERC; 

 
d) approve Regional Reliability Standards (and any revisions thereto) 

utilizing a fair, open, balanced and inclusive process;11
 

e) oversee ReliabilityFirst’s management’s actions to establish 
compliance monitoring and enforcement policies and procedures, 
consistent with applicable NERC Rules;22

 

f) establish and approve an annual budget; 
 

g) hire the president of ReliabilityFirst and approve his or her salary; 
 

h) annually at the first regular board meeting following the annual meeting of 
Members, elect a chair (“Chair”),  and a vice chair, and a Lead Independent 
Director from among the members of the Board of Directors; and 

                                                
1 The Board of Directors has approved the ReliabilityFirst Standards Development Procedure and 
established the Standards Committee to govern and oversee the development of Regional Reliability 
Standards and any revisions thereto. 
2 By way of example, this oversight may include reviewing and assessing the actions of management (and 
directing action as appropriate); advising on long-term vision and strategy (such as monitoring the progress 
of management actions against the long-term vision and goals of the corporation); and establishing policy. 
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j) establish board committees as appropriate. 

 

2. Size of the Board of Directors. Our Certificate of Incorporation and Bylaws 
provide that the Board of Directors shall consist of fourteen (14) or fifteen (15)  
ddirectors.  The President of ReliabilityFirst shall be a non-voting ex officio member of 
the Board of Directors. The President shall be entitled to notice of and attendance at 
meetings, except those portions of a meeting at which matters directly relating to the 
President’s performance, contract and/or compensation are discussed. 

 

3. Selection Process; Terms. Our members elect directors to the Board of 
Directors each year at the annual meeting of members. Eight (8) of our directors are 
elected by specific industry sectors. Three (3) directors are at-large and three (3) are 
independent (four (4) would be independent if the size of the Board of Directors is ever 
increased). Directors serve staggered three year terms and approximately one-third 
(1/3) of the directors are elected each year. All candidates for at-large and independent 
director seats are evaluated and nominated by the Nominating and Governance 
Committee. No two (2) at-large directors and no two (2) directors representing a 
particular industry sector shall have terms ending in the same year. At least one (1) 
independent director must be in each director class. 

 

4. No Term of Directors.  Limits. The Board of Directors does not believe that 
arbitrary term limits on directors’ service are appropriate, nor does it believe in a 
mandatory retirement age. The advantage of potentially providing new ideas and 
viewpoints of new directors is offset by the significant disadvantage of losing the 
experience and insight into ReliabilityFirst and its operations gained over time. However, 
to ensure that the Board of Directors continues to consist of active, engaged, and effective 
directors, the self-evaluation and individual performance evaluation processes described 
in paragraph 13 below will be an important determinant for tenure.Our Bylaws provide that 
the term of office of directors is three (3) years.  Directors shall not be eligible to serve 
more than four (4) consecutive full terms; provided, however, that the Board may act to 
allow a one (1) term discretionary exception to this limitation for any director.  Additionally, 
to ensure that the Board of Directors continues to consist of active, engaged, and effective 
directors, the self-evaluation and individual performance evaluation processes described 
in paragraph 13 below will be an important determinant for director tenure. 

 

5. Qualifications for At-large and Independent Directors. The Nominating and 
Governance Committee seeks potential nominees for at-large and independent 
directors, establishes selection criteria for at-large and independent directors, and 
nominates candidates. At a minimum each at-large and independent director 
nominated by the committee must possess: (i) a reputation for the highest ethical and 
moral standards, (ii) good judgment, (iii) a positive record of achievement, (iv) if on other 
boards, an excellent reputation for preparation, attendance, participation, interest and 
initiative, (v) business knowledge and experience relevant to ReliabilityFirst, and (vi) a 
willingness to devote sufficient time to carrying out his or her duties and responsibilities 
effectively. 

 

Because diversity is an important ingredient for a successful organization and an 
excellent Board of Directors, we are committed to achieving an inclusive Board 
of Directors by incorporating practices that enhance and maintain its diversity. 
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The Nominating and Governance Committee shall seek out potential new directors 
from diverse backgrounds, who will contribute to the effective functioning of our Board 
of Directors by bringing a broad range of viewpoints, experiences, skill sets and 
knowledge. The Nominating and Governance Committee will establish procedures to 
ensure that when vacancies exist on the Board of Directors that diverse candidates are 
in the pool of potential nominees for every director’s search. The Nominating and 
Governance Committee will periodically review the composition of the Board of  
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Directors as part of our commitment to diversity. Our Bylaws provide that if an 
incumbent independent director is not re-nominated, the Nominating and 
Governance Committee may retain an independent consultant to identify qualified 
candidates. 

 

6. Independence. At least three (3) of our directors must be “independent.” 
Directors who do not meet the independence standards, however, are no less 
important to ReliabilityFirst as they make valuable contributions to the Board of 
Directors and to ReliabilityFirst by reason of their experience and wisdom. 

 

To be considered independent, the Board of Directors must determine that a director 
does not have any material relationship with ReliabilityFirst (either directly or as officer 
of an organization that has a relationship with ReliabilityFirst). The Board has 
established the following standards to assist it in determining director independence in 
accordance with that rule.  Independent Directors shall: 

 

a) Not have been an employee or officer of ReliabilityFirst or any entity 
registered on the NERC Compliance Registry (“Registered Entity”), 
nor have an immediate family member who is or has been an 
executive officer, within the last twelve months. 

 

b) Not have been the recipient of, or have a family member who was 
the recipient of, more than $10,000 in direct compensation from 
ReliabilityFirst or any Registered Entity, excluding director and 
committee fees and pension or other deferred compensation for prior 
service paid by ReliabilityFirst, within the last twelve months. 

 

c) Not have been an executive officer or an employee, or whose 
immediate family member is an executive officer, of another company 
that makes payments to, or receives payments from, ReliabilityFirst, 
any member of ReliabilityFirst, any affiliate or related party of any 
member, or any Registered Entity, for property or services in an amount 
which exceeds the greater of (i) $100,000 or (ii) 2% of the other 
company’s consolidated gross revenues, in any of the last twelve 
months. 

 

d) Not own, directly or indirectly, ten percent (10%) or more of the 
outstanding voting capital stock or other equity interests having 
ordinary voting power of any Registered Entity. 

 

e) Not (i) be a partner of or have an immediate family member who is a 
current partner of a firm that is our current internal or external auditor; 
(ii) be an employee of a firm that is our current internal or external 
auditor; 
(iii) have an immediate family member who is a current member of our 
internal or external auditor and who participates in our audit, assurance 
or tax compliance (but not tax planning) practice; or (iv) have been or 
have an immediate family member who was a partner or employee of 
our internal or external auditor, within the last twelve months and 
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personally worked on our audit within that time. 
 
 

f) Not be an immediate family member of any person who is disqualified 
from being an independent director. 

g) Not serve on the board of directors of any Registered Entity during his or 
her term as an independent director for ReliabilityFirst. 

 

The Board of Directors will also evaluate, on a case-by-case basis, any other 
relationship, direct or indirect, between a director and ReliabilityFirst and its officers, 
which might have the appearance of potentially impairing the director’s independence 
of judgment. Attention will be paid to service on a non-profit or charitable board of 
directors by the director or a close personal relationship between the director and any 
executive officer. 

 

The Board of Directors will obtain written certifications from each director with 
respect to the independence standards noted above. 

 

7. Background Checks. The Board of Directors is responsible for 
reviewing, handling, and making decisions based upon confidential and 
sensitive information, and believes that background checks help ensure that 
only ethical and trustworthy individuals have access to this confidential and 
sensitive information. Therefore: 

a) Any candidate for Independent or At-Large Director shall 
undergo a background check prior to being nominated to the membership 
for election; and 

b) Any nominee for stakeholder director shall (i) demonstrate his or 
her satisfaction of a Personal Risk Assessment in accordance with CIP- 
004 by his or her stakeholder employer within the past seven years or (ii) 
undergo a background check prior to being assigned to a board 
committee. 

Consistent with CIP-004, the background check will consist of identity 
verification (e.g., Social Security verification in the U.S.) and a seven year 
criminal check. The results of the background check will be kept confidential 
except as otherwise provided below. 

The ReliabilityFirst Human Resources department will be responsible for the 
background check process and will provide the confidential background check 
results to the General Counsel.  The General Counsel will report the 
background check results to the Nominating and Governance Committee, who 
will utilize the results to determine whether the individual, if a candidate for an 
Independent or At-Large Director, is qualified to be nominated to the 
membership for election; or, if a candidate for a Sector Director, should serve 
on committees that receive confidential critical energy infrastructure information 
or other confidential and sensitive information. 
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8. Meetings of Board; Chair and Lead Independent Director. Our Board of 
Directors has no fewer than  fourthree (43) scheduled meetings a year at which it 
reviews and discusses reports by committees of the Board of Directors, organizational 
groups, management and others on the performance of ReliabilityFirst and 
ReliabilityFirst’s plans and objectives, as well as immediate issues facing 
ReliabilityFirst. Directors are expected to attend scheduled 
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8.  Board and committee meetings. At each annual meeting of the Board of 
Directors, the directors determine that a specified director will preside as Chair at all 
board meetings for the following year, and determine that a specified independent 
director will act as the Lead Independent Director for the following year. The Chair has 
the authority to call meetings of the Board of Directors and, in collaboration with the 
Lead Independent  servesDirector, serves as a liaison between our President and the 
directors. As set forth in paragraph 89 below, the Chair and Lead Independent 
Director also takes an active role in approving and setting agendas and approving the 
materials to be sent to the Board of Directors prior to its meetings. As requested, the 
Chair and/or Lead Independent Director is also available for consultation and direct 
communication with our members. Our directors meet in executive sessions without 
management present at least three times a year. Our independent directors meet in 
executive sessions without other directors or management present at least once a 
year. 
 

 
 

9. Setting Board Agenda. The Board of Directors shall be responsible for its 
agenda. At the annual board meeting, the Chair, in collaboration with the Lead 
Independent Director, may propose for the Board of Directors and committees’ 
approval key matters to be scheduled and discussed during the course of the next 
calendar year. Before that meeting, the President, the Board of Directors and 
committees may be invited to offer suggestions. As a result of this process, a 
schedule of major discussion items for the balance of the year may be established. 
Prior to each Board meeting, the Chair and the Lead Independent Director will 
discuss the other specific agenda items for the meeting with the President. The Chair, 
or committee chairs as appropriate, shall determine the nature and extent of 
information that shall be provided regularly to the directors before each scheduled 
Board of Directors or committee meeting. Directors are urged to make suggestions 
for agenda items, or additional pre- meeting materials, to the Chair or appropriate 
committee chair at any time. 

 

10. Board Committees. The Bylaws have established the following board 
committees to assist the Board of Directors in discharging its responsibilities: (i) Audit 
Committee; (ii) Compensation Committee; (iii) Nominating and Governance Committee; 
and (iv) Compliance Committee. Current charters of these board committees are 
published on our website, and will be mailed to members upon written request. The 
committee chairs present oral reports and the minutes of their meetings to the full Board 
of Directors following each meeting of the respective committees. 

 

11. Number and Independence of Board Committee Members. Each board 
committee shall be comprised of not less than three (3) directors. The Compliance 
Committee and Compensation Committee shall be comprised of a majority of 
independent directors. The Compliance Committee and the Compensation Committee 
shall be comprised of a minimum of five (5) directors and all independent directors will 
be required to serve on the Compliance Committee and the Compensation Committee. 
The Audit Committee and ,the Nominating and Governance Committee and 
Compensation Committee shall have at least one (1) independent director. The chairs 
of the Audit Committee, Compensation Committee and Compliance Committee shall 
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be independent directors. Members of the Audit Committee must meet certain financial 
literacy standards as provided in the Audit Committee charter. 

 

12. No Personal Loans to Directors or Executive Officers. ReliabilityFirst will not 
make any personal loans or extensions of credit to directors, officers or employees. 

 

13. Service on Other Boards. When considering new appointments, the Board of 
Directors should take into account other demands on directors’ time.  Prior to 
appointment, and annually thereafter, directors shall disclose to the Board of 
Directors, the President and the Corporate Secretary a listing of all other external 
boards upon which the director has been nominated or appointed to serve.  In the 
event that the director is appointed or serving on more than five (5) external boards, 
the Board of Directors will be required to affirmatively approve of such outside board 
participation. In addition, external appointments should not be undertaken without 
prior approval of the Board of Directors. 
 
Our President shall obtain the approval of the Nominating and Governance Committee 
prior to accepting any nomination or appointment to serve on other boards. No other 
executive officer of ReliabilityFirst shall accept nomination or appointment to any board 
of directors without prior approval of the  
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President and advice of the General Counsel, and the Nominating and Governance 
Committee shall be advised of all such appointments. 

 

13.14. Self-Evaluation and Individual Performance Evaluation. The Board of 
Directors and each of its committees will perform an annual self-evaluation and 
will periodically complete individual performance evaluations of each director. 

 
A. The Annual Board of Directors Self-Evaluation 

 

For the annual self-evaluation, (1) the directors will be requested to provide their 
assessments of the effectiveness of the Board of Directors as a whole and the 
committees on which they serve; and (2) the President & CEO and select employees of 
ReliabilityFirst will be requested to provide their assessments of the effectiveness  of 
the Board of Directors and its committees. The Board of Directors and committee 
assessments are organized and summarized by the General Counsel for discussion 
with the Nominating and Governance Committee. The chair of the Nominating and 
Governance Committee will share a summary of the evaluation results with the Board 
of Directors. 

 

B. The Periodic Individual Evaluation 
 

For the individual performance evaluation, the Board of Directors will be requested to 
provide their assessments of (a) an individual sector director’s performance in that 
director’s fifth year of service, and every third year thereafter; and (b) for an individual at- 

large or independent director’s performance in that director’s second year of service, and 

every third year thereafter.  The assessment may include: 
 

a) Attendance at, preparation for, and quality of participation in board meetings 
and training sessions; 

b) Knowledge and support of ReliabilityFirst’s mission and functions; 
c) Expertise provided to the Board of Directors; 
d) Ability to resolve actual or perceived conflicts relating to board functions; and 
e) Ability to effectively communicate to, and collaborate with, members of the 

Board of Directors and others; and 
f) Impartial, informed, and objective decision making. 

 

The individual performance assessments are organized and summarized by the 
General Counsel for discussion with the chair of the Board of Directors and the 
Nominating and Governance Committee. The chair of the Board of Directors will 
summarize and review the evaluation results with the applicable director to provide 
feedback and to facilitate that director’s decision on whether he or she should seek 
reelection. 

 

Ethics and Conflicts of Interest. The Board of Directors expects its directors, 
as well as officers and employees, to act ethically at all times and to acknowledge their 
adherence to the policies comprising ReliabilityFirst’s Code of Business Conduct and 
Ethics. The Board of Directors will not permit any waiver of any ethics policy for any 
director or executive officer. If an actual or potential conflict of interest arises for a 
director, the director shall promptly inform the President and the Chair. Any director 
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that the full Board of Directors has determined has a conflict of interest on any 
compliance or enforcement matter brought before the Board of Directors or any of its 
committees shall not vote on such matter and shall recuse himself or herself from all 
Board of Directors or committee deliberations concerning such matter. If a significant 
conflict exists and cannot be resolved, the director should resign. The Audit Committee 
will resolve any conflict of interest question involving the President and the President 
will resolve any conflict of interest issue involving any other officer of ReliabilityFirst. 

 

15. Reporting of Conduct Concerns. Anyone who has a concern about 
ReliabilityFirst’s conduct, or about ReliabilityFirst’s accounting, internal accounting 
controls or auditing matters, may communicate that concern directly to the President or 
through an anonymous, confidential communication service described in our Code of 
Business Conduct and Ethics. ReliabilityFirst will adopt appropriate procedures to 
ensure that any contact received at ReliabilityFirst will be forwarded to our General 
Counsel without delay or censor. All such concerns will be reviewed by our General 
Counsel and reported to our Audit Committee.  The status of all outstanding matters 
will be reported by the Audit Committee to the full Board of Directors on a regular 
basis. ReliabilityFirst’s Code of Business Conduct and Ethics prohibits any employee 
from retaliating or taking any adverse action against anyone for raising or helping to 
resolve an integrity concern. 

 

16. Compensation of Independent Directors. Industry sector and at-large 
directors on the Board of Directors shall not receive compensation for their service. 
The independent directors are entitled to such compensation as the Board of Directors 
will determine. The Nominating and GovernanceCompensation Committee is 
responsible for reviewing this policy and recommending to the Board of Directors 
changes to it. 

 

17. Annual Compensation Review of Senior Management. The Compensation 
Committee shall annually recommend to the full Board of Directors the goals and 
objectives for compensating the President. That committee shall evaluate the 
President’s performance in light of these goals before recommending to the full Board 
of Directors. The full Board of Directors shall approve the President’s compensation, 
the President’s salary, bonus and other incentive compensation, and this approval 
requires a separate endorsement by all the independent directors. The 
Compensation Committee shall also annually approve the compensation structure for 
ReliabilityFirst’s officers, and shall evaluate the performance of ReliabilityFirst’s 
senior executive officers before approving their salary, bonus and other incentive 
compensation. 

 

18. Succession Plan. The Board of Directors shall be responsible for establishing a 
succession plan for the President and senior executives. 

 

19. Access to Managers and Employees. Independent directors are encouraged 
to contact any manager or employee of ReliabilityFirst without senior officers present. 

 

20. Access to Independent Advisors. The Board of Directors and its committees 
shall have the right at any time to retain independent outside financial, legal or other 
advisors. 
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21. Director Orientation. The President, with the assistance of the General 
Counsel, shall be responsible for providing an orientation for new directors, and for 
periodically providing materials or briefing sessions for all directors on subjects that 
would assist them in discharging their duties. Each new director shall, within six months 
of election to the Board of Directors, spend a day at ReliabilityFirst’s headquarters for 
personal briefing by senior management on the company’s objectives, its financial 
statements, and its key policies and practices. 

 

22. Attendance at Compliance Committee Closed Sessions. In order to ensure 
the confidentiality of information regarding Member compliance and enforcement 
activities presented to the Compliance Committee in closed session, Directors who are 
not members of the Compliance Committee will not be allowed to attend closed 
sessions of the Compliance Committee. 
 

As adopted on this DATE, by The Board 
of Directors,  
 
 
 
 
Robert V. EckenrodJason Blake 
Vice President, General Counsel & 
Corporate Secretary 
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SECONDTHIRD AMENDED AND RESTATED CERTIFICATE OF INCORPORATION 

 

of 

 

ReliabilityFirst Corporation 

A Delaware Nonprofit Nonstock Corporation 

 

 

 

The undersigned, for the purpose of amending and restating the Second Amended and Restated 

Certificate of Incorporation of ReliabilityFirst Corporation (the “Corporation”) dated as of 

March 15, 2013 and filed with the Secretary of State of the State of Delaware on March 18, 2013 

(the “Prior Certificate”), hereby certifies that: 

 

1. The name of the Corporation is ReliabilityFirst Corporation. The date of filing of the 

original certificate of incorporation with the Secretary of State of the State of 

Delaware was June 15, 2005. 

 

2. This Third Amended and Restated Certificate of Incorporation (this “Certificate of 

Incorporation”) was duly adopted in accordance with Sections 242 and 245 of the 

General Corporation Law of the State of Delaware, and restates, integrates and/or 

amends the provisions of the Corporation’sPrior Certificate of Incorporation. 

 

3. Capitalized terms used herein and not otherwise defined shall have the meanings set 

forth in the Amended and Restated Bylaws of the Corporation, as may be further 

amended, restated or modified (the “Bylaws”). 

 

3.4.The text of the Prior Certificate of Incorporation is amended and restated to read as 

follows: 

 

  FIRST.  The name of the corporation is ReliabilityFirst Corporation (the 

“Corporation”). 

  

  SECOND. The registered office of the Corporation in the State of Delaware is 

2711 Centerville Road, Suite 400251 Little Falls Drive, Wilmington, New Castle County, 

Delaware 19808. The name of its registered agent at such address is Corporation Service 

Company. 

 

  

  THIRD. The business or purposes to be conducted or promoted by purpose 

of the Corporation are: 

  

 To be organized and operated exclusively for charitable purposes (which shall be 

deemed to include religious, charitable, scientific, literary or educational purposes, or 

prevention of cruelty to children or animals, all within the meaning of Section 
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501(c)(3) of the Internal Revenue Code or corresponding provisions of any 

subsequent federal tax law (the “Code”)); and, subject to such limitations and 

conditions as are or may be prescribed by law, to exercise such other powers which 

now or hereafter may be conferred by law upon a corporation organized for the 

purposes hereinabove set forth, or necessary or incidental to the powers so conferred, 

or conducive to the attainment of the purposes of the Corporation; 

 

(a) to be a Regional Entity and exercise enforcement authority for Reliability Standards 

for the Bulk Power System in the Region pursuant to the Delegation Agreement; 

 

(a) to carry out certain of NERC’s activities that are in furtherance of NERC’s 

responsibilities as the ERO under the Act or in support of delegated functions, as 

specified in the NERC Rules or the Delegation Agreement; and 

 

to is to engage in any other lawful act or activity for which not for profit corporations may be 

organized under the Delaware General Corporation Law. 

 

 Capitalized terms used herein and not otherwise defined shall have the meanings set forth 

in ARTICLE FIFTH. 

 

 The Corporation shall be exempt from federal income taxation pursuant to Section 501(c) 

of the Code as an organization described in Section 50l(c)(3) of the Code. The Corporation shall 

not engage directly or indirectly in any activity which would invalidate its status as an 

organization exempt from taxation under Section 50l(a) of the Code as an organization described 

in Section 50l(c)(3) of the Code. No part of the net income to the Corporation shall inure to the 

benefit of or be distributed to its directors, officers, members or other private persons, except that 

the Corporation shall be authorized and empowered to pay reasonable compensation for services 

actually rendered. 

 

  FOURTH. The Corporation is not for profit and shall not have the authority to 

issue capital stock. 

 

  FIFTH. The termsname and mailing address of the sole incorporator is as 

follows: 

 

    Steven J. Gray 

    c/o Sonnenschein, Nath & Rosenthal LLP 

    8000 Sears Tower, 233 South Wacker Drive 

    Chicago, Illinois 60606 

 

  SIXTH. The conditions of and qualification for membership in the 

Corporation shall be as providedset forth in this Certificate of Incorporation and the bylaws of 

the Corporation (the “Bylaws”).. 

 

 A. Whenever used herein, the following terms shall have the following definitions: 
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“Act” shall mean Section 215 of the Federal Power Act (16 U.S.C. § 824n). 

 

‘‘Adjunct Members” shall mean any entity that does not qualify to join an 

Industry Sector but has been approved for membership by the Board of Directors. 

Adjunct Members may include Regulatory Participants. 

 

“Affiliate” shall mean, with respect to any entity, any other entity that, directly or 

indirectly, through one or more intermediaries, controls, or is controlled by, or is under 

common control with, such entity, as determined in the sole discretion of the Board of 

Directors. For this purpose, “control” may be presumed by the direct or indirect 

ownership of ten percent (10%) or more of the outstanding voting capital stock or other 

equity interests having ordinary voting power. 

 

“Associate Members” shall mean entities that have joined an Industry Sector and 

are Affiliates or Related Parties of Regular Members. 

 

“Bulk Power System” shall mean facilities and control systems necessary for 

operating an interconnected electric energy transmission network (or any portion thereof) 

and electric energy from generation facilities needed to maintain transmission system 

reliability, but does not include facilities used in local distribution of electricity. 

 

“Commission” shall mean the Federal Energy Regulatory Commission.  

 

“Delegation Agreement” shall mean the delegation agreement, as supplemented 

or amended from time to time, between NERC and the Corporation pursuant to which 

NERC has delegated its authority to the Corporation to propose and enforce Reliability 

Standards with the Region. 

 

“ERO” shall mean the electric reliability organization established under the Act to 

enforce Reliability Standards applicable to all owners, operators and users of the Bulk 

Power System in North America. 

 

“Industry Sector” shall mean a group of Bulk System owners, operators or users 

in the region with substantially similar interest as pertinent to the purposes and operations 

of the Corporation of the Bulk Power System.  The Industry Sectors shall consist of the 

following: (1) Suppliers, (2) Transmission Companies, (3) RTOs, (4) Small LSEs, (5) 

Medium LSEs, and (6) Large LSEs. 

 

“Large LSEs” shall mean entities that serve, or whose Related Parties serve, end 

use load with annul energy delivery to such load in the Region of 50,000 GWh or greater. 

 

“Medium LSEs” shall mean entities that serve, or whose Related Parties serve, 

end use load with annual energy delivery to such load in the Region between 10,000 

GWh and 50,000 GWh. 
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“Members” shall mean Regular Members, Associate Members and Adjunct 

Members. 

 

“NERC” shall mean North America Electric Reliability Corporation, or any 

successor entity, which has been certified by the Commission as the ERO pursuant to the 

Act to establish and enforce Reliability Standards for the Bulk Power System. 

 

“Person” shall mean a natural person, corporation, cooperative, partnership, 

association, or other private or public entity. 

 

“Region” shall mean the geographic boundaries of the Corporation described in 

the Delegation Agreement. 

 

“Regional Entity” shall mean any entity with which NERC has entered into a 

delegation agreement to delegate, or which the Commission or a government authority in 

Canada or Mexico has directly assigned, enforcement authority for reliability standards 

for the Bulk Power System in a defined geographic area of North America. 

 

“Regional Reliability Standard” shall mean a type of Reliability Standard that is 

applicable only within a particular Regional Entity or group of Regional Entities.  A 

Regional Reliability Standard may augment, add detail to, or implement another 

Reliability Standard or cover matters not addressed by other Reliability Standards.  A 

Regional Reliability Standard is not binding upon any Member or Registered Entity, nor 

is it effective or enforceable, until the Regional Reliability Standard has been adopted by 

NERC and approved by the Commission as a Reliability Standard within the applicable 

Regional Entity or Regional Entities pursuant to delegated authorities. 

 

“Regular Members’’ shall mean entities that have joined an Industry Sector that 

either (i) have no Affiliates or Related Parties that are Members or (ii) are designated to 

be the Regular Member by a related group of Associate Members. 

 

“Related Parties” shall mean (i) any generation and transmission cooperative and 

one of its distribution cooperative members; and (ii) any joint municipal agency and one 

of its members.  Representatives of state or federal government agencies shall not be 

deemed Related Parties with respect to each other, and a public body’s regulatory 

authority, if any, over a Member shall not be deemed to make it a Related Party with 

respect to that Member. 

 

“Reliability Coordinators” shall mean entities that are recognized as reliability 

coordinators by NERC in the Region that do not otherwise qualify as Transmission 

Companies or RTOs. 

 

“Reliability Standard” shall mean a requirement to provide for Reliable Operation 

of the Bulk Power System, including, without limitation, the foregoing requirements for 

the operation of existing Bulk Power System facilities, including cyber security 

protection, and the design of planned additions or modifications to such facilities to the 
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extent necessary for reliable operation of the Bulk Power System, but shall not include 

any requirement to enlarge Bulk Power System facilities or to construct new transmission 

capacity or generation capacity. 

 

“RTOs” shall mean PJM Interconnection L.L.C. (“PJM”) and Midwest 

Independent Transmission System Operator, Inc. (“MISO”), or such other entities that 

have been recognized by the Federal Energy Regulatory Commission as a regional 

transmission organization or function equivalent in the Region. 

 

“Small LSEs” shall mean (i) owners or operators of entities (or their 

representatives) that serve, or whose Related Parties serve, end use load with annual 

energy delivery to such load in the Region of 10,000 GWh or less, and (ii) end-use 

customers interconnected with the Bulk Power System with load of at least 100 MW at 

one location in the Region. 

 

“Suppliers” shall mean owners or operators of electric generation connected to the 

transmission system and wholesale power marketers in the Region. 

 

“Transmission Companies” shall mean (i) owners (or those with ownership 

entitlement), planners and operators of transmission facilities included in the Bulk Power 

System in the Region and (ii) Reliability Coordinators. 

 

B. The Corporation shall have three (3) classes of Members: Regular Members, 

Associate Members and Adjunct Members. All Regular and Associate Members must be 

eligible to join, and shall be required to join, an Industry Sector.  Any Person not eligible 

to join an Industry Sector may be an Adjunct Member of the Corporation. 

 

0. Regular Members shall have the right to vote on all matters within their 

Industry Sector. Regular Members shall have all the rights and obligations of 

being a Member of the Corporation. 

 

0. Associate Members shall not be entitled to vote within their Industry Sector or 

for any other purpose as a member. Associate Members shall otherwise have 

all the rights and obligations of being a Member in the Corporation. 

 

0. Adjunct Members shall not be entitled to vote for any purpose as a member. 

Adjunct Members shall otherwise have all the rights of being a Member in the 

Corporation. 

 

C.  Except with respect to the election of Industry Sector directors as described below 

in ARTICLE  SEVENTH hereof, matters properly brought before the Members at an 

annual or special meeting shall be acted upon by the Industry Sectors voting together as a 

single class. The vote of each Industry Sector shall be split into an affirmative component 

based of votes for the matter(s) presented, and a negative component based on votes 

against the matter(s) presented, in direct proportion to the votes cast within the Industry 

Sector for and against the matter presented, rounded to two decimal places. If authorized 
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in advance by the Board of Directors, voting may be held electronically under such terms 

and conditions as are approved by the Board of Directors. 

 

 SIXTH. The Board of Directors of the Corporation shall (except as provide 

belowotherwise provided herein or in the Bylaws) possess all of the powers of the governing 

body of the Corporation under Delaware General Corporation Law.  The number, qualifications, 

terms of office, manner of election, time and place of meeting, and power and duties of the 

directors shall be as set forth in the Bylaws. 

 

SEVENTH. The composition of the Board of Directors and the terms of office of the 

directors, the manner of their nomination, election or appointment, and other terms and 

conditions of their service, shall be as provided in the Certificate of Incorporation and the 

Bylaws if not inconsistent therewith. 

 

A. Effective as of the date of the first annual meeting of Members: 

 

0. The Board shall consist of fourteen (14) or fifteen (15) directors which 

number shall be established from time to time by resolution of the Board, 

which resolution shall in no event have the effect of terminating the term of 

any incumbent director. 

 

0. Eight directors shall be elected by the Industry Sectors as follows: 

  

 ) Suppliers shall elect two (2) directors; 

 

 ) Transmission Companies shall elect two (2) directors; 

 

 ) RTOs shall elect one (1) director; 

 

 ) Small LSEs shall elect one (1) director; 

 

 ) Medium LSEs shall elect one (1) director; and 

 

 ) Large LSEs shall elect one (1) director. 

 

B.  Three (3) directors shall be at-large. At-large directors shall be elected by the 

Industry Sectors voting together as a single class. 

 

C. Three (3) directors, if the Board consists of fourteen (14) directors and four (4) 

directors, if the Board consists of fifteen (15) directors, shall be independent from the 

Corporation and any Member or any Affiliate or Related Party of any Member. 

Independent directors shall be elected by all of the Industry Sectors voting together as a 

single class. 

 

 EIGHTH. Upon the liquidation, distribution and winding up of the affairs of 

the Corporation (whether voluntary or by operation of law), the Corporation shall pay or make 
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provision for the payment of all liabilities and obligations of the Corporation. Any remaining 

assets shall be distributed exclusively for the common business interests of the members to 

organizations which are exempt from federal income tax under Sections 50l(a) and 50l(c)(3) of 

the CodeInternal Revenue Code of 1986, as amended (the “Code”).  Notwithstanding the 

foregoing, in the event that any of the assets of the Corporation are not disposed of by the Board 

of Directors under this Article EIGHTH, any such assets of the Corporation shall be disposed of 

by a court of competent jurisdiction to one or more of such nonprofit organizations, which, in 

such court’s sole determination, is/are organized and operated for similar purposes. 

 

 NINTH. The Corporation is to have perpetual existence. 

 

 TENTH. At all times, and notwithstanding, merger, consolidation, 

reorganization, termination, liquidation, dissolution or winding up of the Corporation, voluntarily 

or involuntarily, or by operation of law or any other provision hereof: 

 

A. The Corporation shall not possess or exercise any power or authority, whether 

expressly, by interpretation, or by operation of law that will or might prevent it at any 

time from qualifying and continuing to qualify as a corporation exempt from federal 

income taxation under Section 50l(c)(3) of the Code; nor shall the Corporation engage 

directly or indirectly in any activity that might cause the loss of such qualifications under 

Section 501(c)(3) of the Code; 

 

B. At no time shall the Corporation engage in any activities that are unlawful under 

the laws of the United States, the State of Delaware or any other jurisdiction where its 

activities are carried on; and 

 

C. No solicitation or contribution to the Corporation shall be made, and no gift, 

bequest or devise to the Corporation shall be accepted, upon any condition or limitation 

that in the opinion of the Corporation may cause the Corporation to lose its federal 

income tax exemption. 

 

ELEVENTH. The books of the Corporation may be kept at such place within or without 

the State of Delaware as the Bylaws of the Corporation may provide or as may be designated 

from time to time by the Board of Directors of the Corporation. 

 

TWELFTH ELEVENTH. A director of the Corporation shall not be personally liable 

to the Corporation or its Members for monetary damages for breach of fiduciary duty as a 

director, except for liability (i) for any breach of the director’s duty of loyalty  to the Corporation 

or its Members, (ii) for acts or omissions not in good faith or which involve intentional 

misconduct or a knowing violation of law, (iii) under Section 174 of the Delaware General 

Corporation Law or (iv) for any transaction from which the director derived any improper 

personal benefit. If the Delaware General Corporation Law is amended to authorizedauthorize 

corporate action further eliminating or limiting the personal liability of directors, then the 

liability of a director of the Corporation shall be eliminated or limited to the fullest extent 

permitted by the Delaware General Corporation Law, as so amended. Any repeal or modification 

of this ARTICLE TWELTHArticle ELEVENTH by the Members of the Corporation shall not 
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adversely affect any right or protection of a director of the Corporation existing at the time of 

such repeal or modification. 

 

THIRTEENTH TWELFTH. The provisions of this Certificate of Incorporation 

may be amended, altered or repealed from time to time in accordance with the Delaware 

lawGeneral Corporation Law, provided that any such amendment must be approved by members 

in the manner and pursuant to such notice requirements as set forth under Delaware law and in 

the Bylaws of the Corporation. 

 

 

 

IN WITNESS WHEREOF, said Corporation has caused this certificateCertificate of 

Incorporation to be signed this ______ day of __________, 20132020. 

 

 

 

 

      By: ____________________________ 

       Larry BughRobert V. Eckenrod, 

       Secretary, ReliabilityFirst Corporation 
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AMENDED AND RESTATED 
BYLAWS OF 

ReliabilityFirst Corporation 
a Delaware nonprofit corporation 

(the “Corporation”) 
 

[As adopted by the Members on December 19, 2006, 
amended by the Board of Directors on September 21, 2007, 

amended by the Members on December 6, 2007, 
amended by the Board of Directors on May 22, 2008, 

amended by the Members on December 4, 2008, 
amended by the Members on December 1, 2011, 

and amended by the Members on August 17, 2012] 
 

ARTICLE I. 
DEFINITIONS 

 

Section 1.1.  Act.  “Act” shall mean Section 215 of the Federal Power Act (16 
U.S.C. §824n). 

 

Section 1.2. Adjunct Member. “Adjunct Member” shall mean any entity that 
does not qualify to join an Industry Sector but has been approved for membership. 
Adjunct Members may include Regulatory Participants. 

 

Section 1.3.   Affiliate.  “Affiliate” shall mean, with respect to any entity, any 
other entity that, directly or indirectly, through one or more intermediaries, controls, or is 
controlled by, or is under common control with, such entity, as determined in the sole 
discretion of the Board of the Corporation. For this purpose, “control” may be presumed 
by the direct or indirect ownership of ten percent (10%) or more of the outstanding 
voting capital stock or other equity interests having ordinary voting power. 

 

Section 1.4. Associate Member. “Associate Member” shall mean any entity 
that has joined an Industry Sector and is an Affiliate or Related Party of a Regular 
Member. 

 

Section 1.5. Board. “Board” shall mean the Board of Directors of the 
Corporation. 

 

Section 1.6. Bulk Power System. “Bulk Power System” shall mean facilities 
and control systems necessary for operating an interconnected electric energy 
transmission network (or any portion thereof) and electric energy from generation 
facilities needed to maintain transmission system reliability, but does not include 
facilities used in the local distribution of electricity. 

 

Section 1.7. Certificate of Incorporation. “Certificate of Incorporation” shall 
mean the Certificate of Incorporation of the Corporation filed with the Delaware 
Secretary of State, as from time to time amended and/or restated. 
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Section 1.8. Commission. “Commission” shall mean the Federal Energy 
Regulatory Commission. 

 

Section 1.9. Delegation Agreement. “Delegation Agreement” shall mean the 
delegation agreement, as supplemented or amended from time to time, between NERC 
and the Corporation pursuant to which NERC has delegated its authority to the 
Corporation to propose and enforce Reliability Standards within the Region. 

 

Section 1.10. Electronic Transmission. “Electronic transmission” shall mean any 
form of communication, not directly involving the physical transmission of paper, that 
creates a record that may be retained, retrieved and reviewed by a recipient thereof, 
and that may be directly reproduced in paper form by such a recipient through an 
automated process. 

 

Section 1.11. ERO. “ERO” shall mean the electric reliability organization 
established under the Act to enforce Reliability Standards applicable to all owners, 
operators and users of the Bulk Power System in North America. 

 

Section 1.12. Hearing Body. “Hearing Body” shall mean a group established 
with authority to conduct and render decisions in a formal compliance hearing of an 
entity registered in the NERC compliance registry who is the subject of a notice of 
alleged violation, proposed penalty or sanction, contested mitigation plan or contested 
remedial action directive. 

 

Section 1.13. Industry Sector. “Industry Sector” shall mean a group of Bulk 
Power System owners, operators or users in the Region with substantially similar 
interests as pertinent to the purposes and operations of the Corporation of the Bulk 
Power System.  The Industry Sectors shall consist of the following: (1) Suppliers, 
(2) Transmission Companies, (3) RTOs, (4) Small LSEs, (5) Medium LSEs, and 
(6) Large LSEs. 

 

Section 1.14. Large LSEs. “Large LSEs” shall mean entities that serve, or 
whose Related Parties serve, end use load with annual energy delivery to such load in 
the Region of 50,000 GWh or greater. 

 

Section 1.15. Medium LSEs. “Medium LSEs” shall mean entities that serve, or 
whose Related Parties serve, end use load with annual energy delivery to such load in 
the Region between 10,000 GWh and 50,000 GWh. 

 

Section 1.16. Members. “Members” shall mean Regular Members, Associate 
Members and Adjunct Members. 

 

Section 1.17. NERC. “NERC” shall mean the North American Electric 
Reliability Corporation, or any successor entity, which has been certified by the 
Commission as the ERO pursuant to the Act to establish and enforce Reliability 
Standards for the Bulk Power System. 
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Section 1.18. NERC Rules. “NERC Rules” shall mean the NERC Rules of 
Procedure as approved by the Commission. 

 

Section 1.19. Net Energy for Load. “Net Energy for Load” shall mean net 
generation of an electric system plus energy received from others less energy delivered 
to others through interchange. It includes system losses, but excludes energy required 
for storage of energy at energy storage facilities. Calculations of net energy for load for 
all purposes under these Bylaws shall be based on the most recent calendar year for 
which data on net energy for load of the Region is available. 

 

Section 1.20. Person. “Person” shall mean a natural person, corporation, 
cooperative, partnership, association, or other private or public entity. 

 

Section 1.21. Region. “Region” shall mean the geographic boundaries of the 
Corporation described in the Delegation Agreement. 

 

Section 1.22. Regional Entity. “Regional Entity” shall mean any entity with 
which NERC has entered into a delegation agreement to delegate, or which the 
Commission or a governmental authority in Canada or Mexico has directly assigned, 
enforcement authority for reliability standards for the Bulk Power System in a defined 
geographic area of North America. 

 

Section 1.23. Regional Variance.  “Regional Variance” shall mean an aspect of 
a Reliability Standard that applies only within a particular Regional Entity or group of 
Regional Entities.  A Regional Variance may be used to qualify how a particular 
Regional Entity or Regional Entities achieves the objectives of a Reliability Standard or 
may establish different measures or performance criteria as necessary to achieve 
reliability within the particular Regional Entity or group of Regional Entities. A Regional 
Variance may not be inconsistent with any Reliability Standard as it would otherwise 
exist without the Regional Variance. Such a Regional Variance may be proposed by a 
Regional Entity and, if adopted by NERC and approved by the Commission, shall be 
enforced within the applicable Regional Entity or Regional Entities pursuant to 
delegated authority. 

 

Section 1.24. Regional Reliability Standard.  “Regional Reliability Standard” 
shall mean a type of Reliability Standard that is applicable only within a particular 
Regional Entity or group of Regional Entities. A Regional Reliability Standard may 
augment, add detail to, or implement another Reliability Standard or cover matters not 
addressed by other Reliability Standards. A Regional Reliability Standard is not binding 
upon any Member or Registered Entity, nor is it effective or enforceable, until the 
Regional Reliability Standard has been adopted by NERC and approved by the 
Commission as a Reliability Standard within the applicable Regional Entity or Regional 
Entities pursuant to delegated authorities. 

 

Section 1.25. Regular Member. “Regular Member” shall mean any entity that 
has joined an Industry Sector that either (i) has no Affiliates or Related Parties that are 
Members or (ii) is the entity designated to be the Regular Member by any related group 
of Associate Members. 
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Section 1.26. Regulatory Participant. “Regulatory Participant” shall mean any 
state, District of Columbia or any provincial regulatory agency in the Region exercising 
authority over the rates, terms or conditions of electric service of an entity other than 
itself within the Region, or the planning, siting, construction or operation of electric 
facilities of an entity other than itself within the Region, as well as the Commission, 
regional advisory bodies that may be established by the Commission, or any federal 
regulator or agency or any entity authorized by any state, the District of Columbia or any 
province to represent utility consumers. 

 

Section 1.27. Related Party. “Related Party” shall mean, solely for purposes of 
the governance provisions of these Bylaws, any entity that is registered as part of 
another entity or is registered for other entities in the NERC Compliance Registry. For 
purposes of these Bylaws, a representative of a state or federal government agency 
shall not be deemed a Related Party with respect to each other, and a public body’s 
regulatory authority, if any, over a Member shall not be deemed to make it a Related 
Party with respect to that Member. 

 

Section 1.28. Reliability Coordinator. “Reliability Coordinator” shall mean any 
entity that is recognized as a reliability coordinator by NERC in the Region that does not 
otherwise qualify as a Transmission Company or RTO. 

 

Section 1.29. Reliability Standard. “Reliability Standard” shall mean a 
requirement to provide for Reliable Operation of the Bulk Power System, including, 
without limitation, the foregoing requirements for the operation of existing Bulk Power 
System facilities, including cyber security protection, and the design of planned 
additions or modifications to such facilities to the extent necessary for reliable operation 
of the Bulk Power System, but shall not include any requirement to enlarge Bulk Power 
System facilities or to construct new transmission capacity or generation capacity. 

 

Section 1.30. Reliable Operation. “Reliable Operation” shall mean operating 
the elements of the Bulk Power System within equipment and electric system thermal, 
voltage and stability limits so that instability, uncontrolled separation, or cascading 
failure of the Bulk Power System will not occur as a result of a sudden disturbance, 
including a cyber security incident, or unanticipated failure of system elements. 

 

Section 1.31. RTOs. “RTOs” shall mean PJM Interconnection L.L.C. and 
Midwest Independent Transmission System Operator, Inc., or such other entity that has 
been recognized by the Commission as a regional transmission operator or recognized 
functional equivalent in the Region. 

 

Section 1.32. Small LSEs. “Small LSEs” shall mean (i) owners or operators of 
entities (or their representatives) that serve, or whose Related Parties serve, end use 
load with annual energy delivery to such load in the Region of 10,000 GWh or less, and 
(ii) end-use customers interconnected with the Bulk Power System with load of at least 
100 MW at one location in the Region. 
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Section 1.33. Suppliers. “Suppliers” shall mean owners or operators of electric 
generation connected to the transmission system and wholesale power marketers in the 
Region. 

 

Section 1.34. Transmission Companies. “Transmission companies” shall 
mean (i) owners (or those with ownership entitlement), planners and operators of 
transmission facilities included in the Bulk Power System in the Region and (ii) 
Reliability Coordinators. 

 
 

ARTICLE II. 
PURPOSE AND ACTIVITIES 

 

Section 2.1. Purpose. The business or purposes to be conducted or promoted 
by the Corporation are: 

 

(a) to be a Regional Entity and exercise enforcement authority for 
Reliability Standards for the Bulk Power System in the Region pursuant to the 
Delegation Agreement; 

 

(b) to carry out certain of NERC’s activities that are in furtherance of 
NERC’s responsibilities as the ERO under the Act or in support of delegated 
functions, as specified in the NERC Rules or the Delegation Agreement; and 

 

(c) to engage in any other lawful act or activity for which not for profit 
corporations may be organized under the Delaware General Corporation Law. 

 

The Corporation shall be exempt from federal income taxation pursuant to 
Section 501(c) of the Internal Revenue Code of 1986, as amended (hereinafter the 
“Code”) as an organization described in Section 501(c)(3) of the Code. The Corporation 
shall not engage directly or indirectly in any activity which would invalidate its status as 
an organization exempt from taxation under Section 501(a) of the Code as an 
organization described in Section 501(c)(3) of the Code.  No part of the net income to 
the Corporation shall inure to the benefit of or be distributed to its directors, officers, 
members or other private persons, except that the Corporation shall be authorized and 
empowered to pay reasonable compensation for services actually rendered. 

 

Section 2.2. Activities. In support and furtherance of its purpose, and in 
accordance with and at all times subject to the NERC Rules and the Delegation 
Agreement, the Corporation’s responsibilities shall include, but not be limited to, the 
following: 

 

(a) Reliability Standards.   The Corporation shall: 
 

(1) propose Reliability Standards, Regional Variances or 
modifications thereof to NERC; and 
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(2) develop Regional Reliability Standards through the 
Corporation’s standards development procedure. 

 

(b) Enforcement. The Corporation shall enforce Reliability Standards 
(including Regional Variances) within the Region through the Corporation’s 
compliance enforcement program. 

 

(c) Delegation-Related Services. The Corporation, on behalf of NERC, 
shall carry out certain of NERC’s activities that are in furtherance of NERC’s 
responsibilities as the ERO under the Act or in support of delegated functions, 
including: 

 

(1) Organization registration and certification. 
 

(2) Reliability readiness audit and improvement. 
 

(3) Reliability assessment and performance analysis. 
 

(4) Training and education. 
 

(5) Situational awareness and infrastructure security. 
 

(d) Budget. The Corporation shall prepare and submit a budget to 
NERC for the amount of costs the Corporation will incur in support of delegated 
functions that are in furtherance of NERC’s responsibilities as the ERO under the 
Act. 

 

(e) Non-delegated Functions. The Corporation may conduct such 
other activities for or on behalf of the Members that are not delegated to the 
Corporation by NERC under the Delegation Agreement if authorized by the 
Board and not inconsistent with the Act, NERC Rules, Section 501(c)(3) of the 
Internal Revenue Code, the Delegation Agreement or these Bylaws. 

 

Section 2.3. Not-for-Profit Corporation.  The Corporation is operated as a 
Delaware non-stock nonprofit corporation and is organized pursuant to the general 
corporation law of the State of Delaware. 

 

ARTICLE III. 
POWERS 

 

Section 3.1. Powers. The Corporation shall have the power to engage in any 
lawful act or activity for which corporations may be organized under the general 
corporation law of the State of Delaware, subject to any limitations provided in 
applicable federal, provincial or state law or in the Certificate of Incorporation or these 
Bylaws. 
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ARTICLE IV. 
OFFICES 

 

Section 4.1. Principal Office. The principal office of the Corporation shall be 
located initially within the Region, at such location as the Board may from time to time 
determine, giving consideration to the total cost to the Corporation and convenience of 
travel for staff, Members and Regulatory Participants. Once established, the principal 
office may remain in its location, even if outside the Region. 

 

ARTICLE V. 
MEMBERS 

 

Section 5.1. General. The terms and conditions of membership in the 
Corporation shall be as provided in the Certificate of Incorporation and these Bylaws if 
not inconsistent therewith. All Regular Members and Associate Members shall be 
required to join a single Industry Sector. 

 

Section 5.2. Classes of Members. The Corporation shall have three (3) 
classes of Members: Regular Members, Associate Members and Adjunct Members. 

 

5.2.1 Regular Members. Except as set forth in Sections 5.5 and 6.5 of these 
Bylaws, Regular Members shall have the right to vote on all matters within their Industry 
Sector. Regular Members shall have all the rights and obligations of being a Member in 
the Corporation. 

 

5.2.2 Associate Members.  Associate Members shall not be entitled to vote 
within their Industry Sector or for any other purpose as a Member. Associate Members 
shall otherwise have all the rights and obligations of being a Member in the Corporation. 

 

5.2.3 Adjunct Members. Adjunct Members shall not be entitled to vote for any 
purpose as a Member. Adjunct Members shall otherwise have all the rights of being a 
Member in the Corporation. 

 

Section 5.3. Qualifications of Members. Any entity eligible to join an Industry 
Sector may be a Regular Member or Associate Member of the Corporation. Any entity 
not eligible to join an Industry Sector may be an Adjunct Member of the Corporation. 

 

Section 5.4. Admission of Members. New Members may join the Corporation 
upon submittal of an application, in a form approved by the Board, and upon payment of 
such fees or charges, if any, as may be established by the Board or required by NERC. 
Each Regular Member and Associate Member shall designate the Industry Sector it 
wishes to join. A Regular Member and Associate Member may change its Industry 
Sector designation once each calendar year upon notice to the Corporation.  Such 
notice must be provided to the Secretary of the Corporation at least sixty (60) days 
before an annual or other meeting of Members if the change is to be effective for such 
meeting. The President shall review a membership application and may request 
demonstration by the applicant that it qualifies for membership in a particular Industry 
Sector.  Any dispute with respect to a Regular Member’s or Associate Member’s 
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qualifications for a particular Industry Sector shall be resolved by the Board. The 
President shall have authority to approve an application for membership, subject to 
review by the Board. 

 

Section 5.5. Voting Rights. Each Regular Member in good standing shall be 
entitled to one vote in the Industry Sector in which it belongs on all matters submitted to 
a vote of Members. The Board may suspend voting rights for a Regular Member 
delinquent by more than 60 days in payment of any penalties or because of the Regular 
Member’s failure to meet other obligations to the Corporation.  Except with respect to 
the election of Industry Sector directors as described elsewhere in the Certificate of 
Incorporation and these Bylaws, matters properly brought before the Members at an 
annual or special meeting shall be acted upon by the Industry Sectors voting together 
as a single class. The vote of each Industry Sector shall be split into an affirmative 
component based on votes for the matter(s) presented, and a negative component 
based on votes against the matter(s) presented, in direct proportion to the votes cast 
within the Industry Sector for and against the matter presented, rounded to two decimal 
places. If authorized in advance by the Board, voting may be held electronically under 
such terms and conditions as are approved by the Board. 

 

Section 5.6. Transfer of Membership. A Member of the Corporation may not 
transfer its membership or a right arising from it except to any Person succeeding to all 
or substantially all of the assets of the Member. If challenged, the President shall have 
authority to approve any such transfer, subject to review by the Board. 

 

Section 5.7. Obligations of Members. By applying for and becoming a Regular 
or Associate Member of the Corporation, each Member agrees to comply with all 
Reliability Standards, all NERC standards and requirements, and the other obligations 
of Members of the Corporation set forth in these Bylaws or duly adopted by the Board in 
order to achieve the purposes of the Corporation. A Regular or Associate Member also 
agrees to obligate all of its Affiliates that have an impact on reliability in the Region to 
comply with all Reliability Standards and NERC standards and requirements. These 
obligations include but are not limited to: (a) obligations to provide data and information 
needed to perform the functions of the Corporation, (b) payment of any authorized 
penalties resulting from non-compliance with Reliability Standards, (c) in the case of 
Regular Members, electing the Board, and (d) providing qualified candidates to serve on 
organizational working groups. Adjunct Members agree to provide data and information 
needed to perform the functions of the Corporation. 

 

Section 5.8. Withdrawal. A Member may withdraw from participation in the 
Corporation upon notice given in writing or by electronic transmission to the 
Corporation. Such notice shall specify a date, not earlier than thirty (30) days from the 
date of notice, on which the withdrawal shall become effective. 

 

Section 5.9.   Funding and Dues. 
 

5.9.1 NERC Funding. In accordance with and at all times subject to the NERC 
Rules and the Delegation Agreement, the Corporation shall equitably allocate its dues, 
fees and other charges for the delegated functions conducted by the Corporation 
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among all end users. The Corporation shall submit to NERC annually a list of all load- 
serving entities within the Region. NERC will bill all load-serving entities in the Region 
for the Corporation’s costs for the delegated functions based on Net Energy for Load 
and be responsible for collection. 

 

5.9.2 Application Fee, User-Fees and Other Charges. The Corporation may 
charge a nominal fee, which shall be determined by the President, for the submission of 
applications for membership. The Board of Directors may from time to time fix the 
amount of user-fees or other charges, if any, for activities that are not delegated to the 
Corporation by NERC under the Delegation Agreement and determine the methods of 
collection from entities that choose to participate in such activities. 

 

Section 5.10. Penalties.  If the Corporation initiates an investigation that leads 
to the imposition of a penalty, the Corporation shall receive any penalty monies that 
results from the investigation. All monies which the Corporation collects from the 
issuance of penalties shall be applied as a general offset to the Corporation’s budget 
requirements for the subsequent fiscal year. Funds from financial penalties shall not be 
directly applied to any program maintained by the Corporation. 

 

ARTICLE VI. 
MEETING OF MEMBERS 

 

Section 6.1. Annual Meeting of Members. The Members shall hold an annual 
meeting in December of each year, or at such other time specified by the Board. At the 
annual meeting of Members: (i) each Industry Sector shall elect the successor(s), if any, 
for any director(s) from their Industry Sector whose term will expire before the next 
annual meeting of the Members, provided however, that any Industry Sector may elect 
a successor director representing such Industry Sector prior to such annual meeting, in 
accordance with the provisions of this Article VI, in which case the election of such 
succeeding director(s) shall be reported to the Corporation at such annual meeting; 
(ii) the President and Treasurer shall report on the activities and financial condition of 
the Corporation; (iii) the Industry Sectors shall elect a slate of at-large and independent 
directors to fill vacancies or expiring terms; and (iv) the Industry Sectors shall consider 
and act upon such other matters as are consistent with the notice of the annual 
meeting. The failure to hold an annual meeting in accordance with these Bylaws shall 
not affect the validity of a corporate action. 

 

Section 6.2. Special Meetings of Members. Special meetings of the Members 
may be called by six (6) directors on the Board, by the President, or by Members if at 
least ten percent (10%) of the Regular Members sign, date, and deliver to the President 
one or more written demands for a special meeting describing the purpose for which it is 
to be held. Within fifteen (15) days after receipt of a demand for a special meeting from 
Regular Members, the President shall cause a special meeting to be called and held on 
notice in accordance with Section 6.4 of these Bylaws. If the President fails to cause a 
special meeting to be called and held as required by this Section 6.2, a Regular 
Member making the demand may call the meeting by giving notice under Section 6.4. 
In either event, notice of the meeting and the costs of the meeting shall be at the 
expense of the Corporation. The business transacted at a special meeting is limited to 
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the purposes stated within the notice of the meeting. Business transacted at a special 
meeting that is not included in those stated purposes is voidable by or on behalf of the 
Corporation, unless ninety percent (90%) of the Regular Members entitled to vote were 
present at such meeting or have waived notice of the meeting under Section 6.4. 

 

Section 6.3. Location of Meetings of Members. Meetings of Members shall be 
held at a location designated by the President or the Board.  If a Regular Member calls 
a meeting pursuant to Section 6.2, the Regular Members making the demand for the 
meeting may designate the location, provided the meeting must be held within the 
Region and in a facility of appropriate size to accommodate the Members. 

 

Section 6.4.   Notice of Meetings. 
 

6.4.1 Notice Requirements. Notice of meetings of Members must be given at 
least five (5) days before the date of a meeting and not more than sixty (60) days before 
the date of a meeting. The notice must contain the date, time and place of the meeting, 
instructions for electronic attendance or voting, if applicable, and an agenda of the 
matters upon which action may be taken at the meeting. A matter may be added to the 
agenda of a meeting at the meeting upon the affirmative vote of three-quarters (3/4) of 
the Industry Sector votes cast on a motion to amend the agenda. If the meeting is an 
adjourned meeting and the date, time and place of the meeting were announced at the 
time of the adjournment, notice is not required unless a new record date for the 
adjourned meeting is or must be fixed.  Notice shall be deemed given by the 
Corporation to the Members when (a) posted on the Corporation’s public website in a 
reasonably prominent location, and (b) sent by mail, facsimile or reputable overnight 
delivery service or by electronic transmission to each Member’s representative 
authorized pursuant to Section 6.10.1 

 

6.4.2 Waiver of Notice; Objections. A Member may waive notice of a meeting 
of Members.  A waiver of notice by a Member entitled to notice is effective whether 
given before, at, or after the meeting, and whether given in writing, or by attendance. 
Attendance by a Member at a meeting is a waiver of notice of that meeting, unless the 
Member objects at the beginning of the meeting to the transaction of business because 
the meeting is not lawfully called or convened, or objects before a vote on an item of 
business because the item may not lawfully be considered at that meeting and does not 
participate in the consideration of the item at that meeting. 

 

Section 6.5. Record Date. The Board may fix a date not more than sixty (60) 
days before the date of a meeting of Members as the date for the determination of the 
Members entitled to notice of and entitled to vote at the meeting. When a date is so 
fixed, only Members on that date are entitled to notice and to vote at the meeting unless 
the Board fixes a new date for determining the right to notice and to vote, which it must 
do if the meeting is adjourned to a date more than sixty (60) days after the record date 
for determining Members entitled to notice of the original meeting. 

 

Section 6.6.   Right to Vote; Act of Members. 
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6.6.1 Industry Sector Voting.  Voting of the Members shall be by Industry 
Sector, with each Industry Sector entitled to cast one vote. Each Member entitled to 
vote in an Industry Sector shall be entitled to cast one vote in its Industry Sector. The 
vote of each Industry Sector shall be split into an affirmative component based on votes 
for the pending motion, and a negative component based on votes against the pending 
motion, in direct proportion to the votes cast within the Industry Sector for and against 
the pending motion, rounded to two decimal places. To the extent practicable, all 
Member votes may be held electronically under such terms and conditions as are 
approved by the Board. 

 

6.6.2 Act of Members. If a quorum is present, except with respect to any matter 
described in Section 6.6.3, a majority of the Industry Sector votes cast on the matter 
shall be the act of the Members. 

 

6.6.3 Special Voting Requirements. Notwithstanding any other provision of 
these Bylaws, and except as set forth in the Certificate of Incorporation and Section 
13.2 of these Bylaws, two-thirds (2/3) of the Industry Sector votes cast shall be required 
to: 

 

(a) Amend the Bylaws, except as otherwise provided in Section 19.1 of 
these Bylaws. The substance of the proposed amendment must be contained in 
the notice of the meeting at which the vote will be taken; however, the Members 
may modify a proposed Bylaw amendment at the meeting. 

 

(b) Approve any proposal to terminate the Corporation. 
 

Section 6.7. Quorum. A quorum for a meeting of Members is a majority of the 
Regular Members entitled to vote in each Industry Sector at the meeting.  A quorum for 
a meeting of an Industry Sector is a majority of the Regular Members of that Industry 
Sector entitled to vote at the meeting. In both cases, electronic participation is 
acceptable if authorized by the Board. A quorum is necessary for the transaction of 
business at a meeting of Members or of any Industry Sector. If a quorum is not present, 
a meeting may be adjourned for that reason by the Industry Sectors or Regular 
Members then represented or present. 

 

Section 6.8. Action by Written Ballot. All elections of directors shall be by 
written ballot. The requirement of a written ballot shall be satisfied by a ballot submitted 
by electronic transmission provided that any such electronic transmission must either 
set forth or be submitted with information from which it can be determined that the 
electronic transmission was authorized by the Member. 

 

Section 6.9. Action by Electronic Communication. A conference among 
Members by a means of communication through which the participants may 
simultaneously hear each other during the conference is a meeting of the Members, if 
the same notice is given of the conference as would be required for a meeting and if the 
number of persons participating in the conference is a quorum. Participation in a 
meeting by this means is personal presence at the meeting. A Member may participate 
in a meeting of the Members by a means of communication through which the Member, 
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other persons participating, and all persons physically present at the meeting may 
simultaneously communicate with each other during the meeting. Participation in a 
meeting by this means constitutes personal presence at the meeting. 

 

Section 6.10. Member Representatives; Proxies. 
 

6.10.1 Designation of Representative. Each year prior to the annual meeting of 
Members, each Regular Member shall designate the individual authorized to vote on 
Corporation matters on behalf of the Member, in accordance with procedures approved 
by the Board. A Regular Member may change such designation at any time by 
providing at least twenty-four (24) hour written notice to the Secretary of the 
Corporation.  Such notice may be provided by electronic transmission. 

 

6.10.2 Authorization.  The individual designated to vote by a Regular Member 
may appoint a proxy to vote or otherwise act for the Regular Member at any meeting by 
signing an appointment form either personally or by an attorney so designated by the 
Regular Member. Such authorization may be in writing or by means of electronic 
transmission to the person who will be the holder of the proxy, provided that such 
electronic transmission must either set forth or be submitted with information from which 
it can be determined that the electronic transmission was authorized by the Member 
representative. 

 

6.10.3 Effective Period. An appointment of a proxy is effective when received by 
the Secretary or other officer or agent authorized to tabulate votes. An appointment is 
valid for the next regular or specially scheduled meeting or ballot by electronic 
transmission.  However, a proxy is not valid for more than sixty (60) days from its date 
of execution. 

 

6.10.4 Revocation. An appointment of a proxy is revocable by a Regular 
Member. Appointment of a proxy is revoked by the person appointing the proxy either 
by open declaration at a meeting or by signing and delivering a revocation in writing or 
by electronic transmission to the Secretary or other officer or agent authorized to 
tabulate proxy votes. This may be done either in a statement that the appointment of 
the proxy is revoked or by a subsequent appointment that shall serve to cancel all prior 
proxies. 

 

Section 6.11. Public Notice of Member Meetings. Notice to the public of the 
dates, times and places of meetings of the Members, and all nonconfidential material 
provided to the Members, shall be posted on the Corporation’s website at 
approximately the same time that notice is given to the Members. Meetings of the 
Members shall be open to the public, subject to reasonable limitations due to the 
availability and size of meeting facilities; provided, that the meeting may be held in or 
adjourn to closed session to discuss matters of a confidential nature, including, but not 
limited to, personnel matters, compliance and enforcement matters, litigation or 
commercially sensitive or critical infrastructure information of a Member or other 
Person. 
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Section 6.12. Posting of Minutes. Minutes of meetings of Members shall be 
posted on the Corporation’s website when available. 

 

Section 6.13. Reimbursement of Member Expenses. The Corporation will be 
under no obligation to reimburse Members for expenses associated with their 
attendance at regular or special Member meetings. 

 

ARTICLE VII. 
BOARD OF DIRECTORS 

 

Section 7.1. General. The composition of the Board and the terms of office of 
the directors, the manner of their nomination, election or appointment, and other terms 
and conditions of their service, shall be as provided in the Certificate of Incorporation 
and these Bylaws if not inconsistent therewith. 

 

Section 7.2. Management of Corporation. The business of the Corporation 
shall be managed under the direction of the Board. Specific functions of the Board 
shall include, but not be limited to: 

 

(a) govern the Corporation and oversee all of its activities; 
 

(b) establish and oversee all organizational groups; 
 

(c) approve, revise and enforce Reliability Standards utilizing a fair, 
open, balanced and inclusive process; 

 

(d) establish compliance monitoring procedures and requirements, and 
penalties and sanctions for non-compliance consistent with applicable NERC 
Rules; 

 

(e) impose penalties and sanctions consistent with the NERC Rules 
and the procedures approved by the Board; 

 

(g)(e) establish and approve an annual budget for submission to NERC; 
 

(h)(f) hire the Corporation’s president and approve his or her salary; 
 

(i)(g) annually at the first regular Board meeting following the annual 
meeting of Members, elect a Chair (“Chair”) and a vice-chair from among the 
directors on the Board, and a lead independent director from among the 
independent directors on the Board; and 

 

(j)(h) establish Board committees as appropriate. 
 

Section 7.3. Voting. Each director shall have one vote with respect to 
decisions of the Board. 

 

Section 7.4.   Composition of the Board. 
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(a) The Board shall consist of fourteen (14) or fifteen (15) directors 
which number shall be established from time to time by resolution of the Board, 
which resolution shall in no event have the effect of terminating the term of any 
incumbent director. The President of ReliabilityFirstthe Corporation shall be a 
non-voting ex officio member of the Board of Directors. The President shall be 
entitled to notice of and attendance at meetings, except those portions of a 
meeting at which matters directly relating to the President’s performance, 
contract and/or compensation are discussed. 

 

(b) Eight directors shall be elected by the Industry Sectors as follows: 
 

(i) Suppliers shall elect two (2) directors; 
 

(ii) Transmission Companies shall elect two (2) directors; 
 

(iii) RTOs shall select one (1) director; 
 

(iv) Small LSEs shall elect one (1) director; 
 

(v) Medium LSEs shall elect one (1) director; and 
 

(vi) Large LSEs shall elect one (1) director. 
 

(c) Three (3) directors shall be at-large. At-large directors shall be 
elected by all of the Industry Sectors voting together as a single class. 

 

(d) Three (3) directors, if the Board consists of fourteen (14) directors, 
and four (4) directors, if the Board consists of fifteen (15) directors, shall be 
independent from the Corporation and any Member or any Affiliate or Related 
Party of any Member. Independent directors shall be elected by all of the 
Industry Sectors voting together as a single class. 

 

(e) Industry Sectors shall elect their respective sector and at-large 
directors from among individuals holding senior management positions in 
Member organizations. Any sector-elected or at-large director whose Member 
organization changes Industry Sectors or who ceases to hold a senior 
management position in a Member organization shall continue to serve out his or 
her remaining term, unless such director resigns or is removed. No two directors 
may be employees of a single Member or any Affiliate or Related Party of a 
Member or any Affiliate. 

 

(f) An independent director is a person (i) who is not an officer or 
employee of the Corporation, an officer, director, or employee of a Member, or an 
officer, director or employee of any entity that would reasonably be perceived as 
having a direct financial interest in the outcome the Board’s decisions, or (ii) who 
does not have a relationship that would interfere with the exercise of independent 
judgment in carrycarrying out the responsibilities of a director. The Board may 
adopt additional standards for director independence not inconsistent herewith. 
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(g) At-large and independent directors shall be nominated by the 
nominating and governance committee of the Board. When nominating at-large 
directors, the nominating and governance committee shall consider such factors 
as the geographic and functional representation of the Board.  The nominating 
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and governance committee shall seek out for nomination independent directors 
from diverse backgrounds, who will contribute to the effective functioning of the 
Board and the Corporation by bringing a broad range of industry expertise, 
viewpoints, experiences, skill sets and knowledge. If an incumbent independent 
director is not re-nominated, the nominating and governance committee will use 
reasonable efforts to ensure that diverse candidates are in the pool of potential 
nominees for the open independent director position and may retain an 
independent consultant to identify individuals qualified and willing to serve as an 
independent director. 

 

(h) Any director which the full Board has determined has a conflict of 
interest on any compliance or enforcement matter brought before the Board shall 
not vote on such matter and shall recuse himself or herself from all Board 
deliberations concerning such matter. 

 

(i) There will be no alternates or proxies for directors. 
 

Section 7.5.   Terms of Directors.  The directors will be divided into three 
classes.  The number of directors in each class shall be as nearly equal as possible. 
The term of office of the first class will expire at the second annual meeting of Members; 
the term of office of the second class will expire one year thereafter; and the term of 
office of the third class two years thereafter. At each annual meeting of Members, 
directors shall be chosen for a three year term to succeed those whose term expires. 
No two at-large directors and no two directors of the same Industry Sector shall be in 
the same class. At least one (1) independent director shall be in each class. Each 
director shall hold office until (a) the expiration of the term for which he or she was 
elected and until his or her successor is elected and qualified, or (b) his or her earlier 
death, resignation or removal. Any director may be removed at any time by the 
affirmative vote of two-thirds of the Industry Sector or Industry Sectors, as applicable, 
electing such director. A director may be removed by the Board for non-attendance at 
three consecutive Board meetings. 
 
Directors shall not be eligible to serve more than four (4) consecutive full terms; 
provided, however, that the Board may act to allow a one (1) term discretionary 
exception to this limitation for any director. 

 

Section 7.6. Reimbursement. Independent directors shall have the right to 
reimbursement by the Corporation of their actual reasonable travel expenses to Board 
meetings or when specifically selected to represent the Corporation at a business 
meeting. The directors elected by the Industry Sectors and the at-large directors shall 
not be reimbursed by the Corporation for any expenses, unless specifically approved in 
advance by resolution of the Board. 

 

Section 7.7.   Resignations; Vacancies. 
 

(a) Resignations. A director may resign from the Board upon notice 
given in writing or by electronic transmission to the Corporation. Such 
resignation shall take effect at the time identified in the notice as the effective 
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date of resignation. 
 

(b) Vacancies. If a notice of resignation provides that the effective date 
of resignation will occur on a future date within an unexpired term, the Industry 
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Sector or Industry Sectors, as applicable, may elect a successor director to fill 
the impending vacancy prior to the effective date of the resignation, in 
accordance with the procedures and requirements set forth above. The 
successor director elected by the Industry Sector or Industry Sectors, as 
applicable, shall commence on the effective date of the resigning director’s 
resignation and hold office for the unexpired term of the vacated directorship 
replaced. 

 

If a successor Industry Sector or at-large director is not elected prior to the 
resignation effective date, or if an Industry Sector or at-large director resigns, 
dies or otherwise becomes incapacitated or is removed during the term of office 
for which elected, the directorship shall thereupon be vacant and shall be filled by 
the Industry Sector or Industry Sectors, as applicable, by written or electronic 
ballot in accordance with the procedures and requirements set forth above. The 
successor director elected by the Industry Sector or Industry Sectors, as 
applicable, shall hold office for the unexpired term of the vacated directorship 
replaced. 

 

If a successor independent director is not elected prior to the resignation effective 
date, or if an independent director resigns, dies or otherwise becomes 
incapacitated or is removed during the term of office for which elected or ceases 
to be independent, as determined by the Board, his or her directorship shall 
thereupon be vacant and may be filled by resolution of the Board and any 
independent director so chosen shall hold office until the next annual meeting of 
Members, at which time a permanent successor shall be elected by the Industry 
Sectors for the remainder of the unexpired term. Upon an increase in the number 
of directors on the Board in accordance with Section 7.4(a) of these Bylaws, the 
independent directorship created thereby may be filled by resolution of the Board 
and any independent director so chosen shall hold office until the next annual 
meeting of Members, at which time a permanent successor shall be elected by 
the Industry Sectors for the remainder of such director’s unexpired term. 

 

Section 7.8.   Meetings; Notice; Waiver. 
 

(a) Meetings. An annual meeting of the Board shall be held without 
notice immediately following the annual meeting of the Members.  The Board 
shall elect the Chair and Vice-Chair for the next year at the annual meeting. In 
addition, regular meetings may be held at such time or times as fixed by the 
Board. Special meetings of the Board may be called by the Board’s Chair, the 
President or by any three directors and shall be held at the principal office of the 
Corporation, or such other place within the Region as determined by the Chair or 
the President after consultation with the Board. 

 

(b) Notice. Notice of the dates, times, and places of all regular and 
special meetings of the Board shall be published by the Secretary and provided 
to all directors and Members not less than three (3) days prior to the date of the 
meeting. Notice shall be deemed given by the Corporation to directors and the 
Members when (a) posted on the Corporation’s public website in a reasonably 
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prominent location, and (b) sent by mail, facsimile or reputable overnight delivery 
service or by electronic transmission to each director and each Member’s 
representative authorized pursuant to Section 6.10.1. 

 

(c) Waiver.  Any person entitled to notice of a regular or special 
meeting of the Board may waive notice thereof. A waiver of notice by a person 
entitled to notice is effective whether given before, at, or after the meeting, and 
whether given in writing or by attendance. Attendance by a director at a meeting 
of the Board is a waiver of notice of that meeting, unless the director objects at 
the beginning of the meeting to the transaction of business because the meeting 
is not lawfully called or convened, or objects before a vote on an item of business 
because the item may not lawfully be considered at that meeting and does not 
participate in the consideration of the item at that meeting. 

 

Section 7.9. Quorum. For the Board to take action at a meeting, a quorum of 
directors must be present. A quorum is a majority of the directors then in office, 
provided that: (a) if there are three or four independent directors holding office, two 
independent directors must be present to constitute a quorum, or (b) if there are two 
independent directors holding office, one independent director must be present to 
constitute a quorum. If there is only one independent director or no independent 
directors holding office, there is no requirement that an independent director be present 
in order for the Board to have a quorum. In the absence of a quorum, a majority of the 
directors present may adjourn a meeting, without notice, except as may be given at 
such meeting, until a quorum is present. 

 

Section 7.10. Board Action. The act of a majority of the directors present at a 
meeting at which a quorum is present shall be the act of the Board, unless the act of a 
greater number is required by law or these Bylaws. 

 
Section 7.10.1 Board Approval of President’s Compensation.  Notwithstanding 

the foregoing, Board approval of the President’s compensation requires both:  1) 
endorsement by all independent directors, and 2) approval by a majority of the Board. 

 

Section 7.11. Action Without a Meeting. Any action required or permitted to be 
taken at any meeting of the Board or any committee thereof may be taken without a 
meeting if all members of the Board or committee, as the case may be, consent thereto 
in writing or by electronic transmission, and the writing or writings or electronic 
transmission or transmissions are filed with the minutes of proceeding of the Board or 
the committee. Any nonconfidential material provided to the Board or a committee in 
connection with such action shall be posted on the Corporation’s website at 
approximately the same time that it is given to the Board or the committee. The results 
of all actions taken by the Board or any committee thereof without a meeting shall be 
promptly posted on the Corporation’s website. 

 

Section 7.12. Action by Electronic Communication. A conference among 
directors by a means of communication through which the directors may simultaneously 
hear each other during the conference is a Board meeting if the same notice is given of 
the conference as would be required for a meeting and if the number of directors 
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participating in the conference is a quorum. Participation in a meeting by this means 
constitutes personal presence at the meeting. A director may participate in a Board 
meeting by any means of communication through which the director, other directors 
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participating, and all directors physically present at the meeting may simultaneously 
communicate with each other during the meeting. 

 

Section 7.13. Board Committees. The Board shall have an audit committee, 
compensation committee, nominating and governance committee and compliance 
committee, and such other committees the Board deems necessary and appropriate. 
Each committee shall be comprised of not less than three directors. The compliance 
committee shall be comprised of a minimum of five directors, a majority of whom are 
independent directors. All independent directors shall serve on the compliance 
committee. The Board may require that a minimum number of independent directors 
serve on any or all other Board committees. The Board shall have the power to appoint, 
and to delegate authority to, such other committees of the Board as it determines to be 
appropriate from time to time.  The Board may require any committee to adopt a 
charter, subject to approval by the Board, governing the activities and authority of the 
committee and the composition of its members. 

 

Section 7.14. Hearing Body. The Board shall establish policies and procedures 
governing the designation of members to the Hearing Body pursuant to the NERC Rules 
of Procedure’s Consolidated Hearing Process. 

 

 

Section 7.15. Public Notice of Board Meetings.  Notice to the public of the 
dates, times and places of Board meetings, including committees thereof, and all 
nonconfidential material provided to the Board or the committees, shall be posted on the 
Corporation’s website, and notice of Board and committee meetings shall be sent by 
electronic transmission to Members, at approximately the same time that notice is given 
to the Board or the committee, as the case may be.  Board and committee Meetings 
shall be open to all Members and the public, subject to reasonable limitations due to the 
availability and size of meeting facilities; provided, that any meeting may be held in or 
adjourn to closed session to discuss matters of a confidential nature, including, but not 
limited to, personnel matters, compliance and enforcement matters, litigation or 
commercially sensitive or critical infrastructure information of a Member or other Person. 

 

Section 7.16. Posting of Minutes. Minutes of Board and committee meetings 
shall be posted on the Corporation’s website when available. 



- 22 -  

Section 7.17. Compensation of Directors. The directors elected by the Industry 
Sectors and the at-large directors shall not receive compensation for their service to the 
Corporation as directors on the Board. The independent directors shall be entitled to 
such compensation as the Board may from time to time determine.  Nothing contained 
in these Bylaws shall preclude any director from receiving compensation for services to 
the Corporation in any other capacity. 

 
 

ARTICLE VIII. 
ORGANIZATIONAL GROUPS 

 

Section 8.1.  Establishment of Organizational Groups.  The Board shall 
establish such organizational groups, consisting of committees, sub-committees, task 
forces and working groups of Members, as are necessary and appropriate to 
accomplish the purposes of the Corporation in an efficient and cost-effective manner. 
All organizational groups shall be subject to the direction and control of the Board. The 
membership of organizational groups shall be determined based upon experience, 
expertise and geographic diversity and to the extent practicable shall include balanced 
representation of the Industry Sectors. The Board shall establish policies and 
procedures governing the creation of organizational groups, how they are populated, 
how voting and related matters are conducted, how they may be reorganized and the 
direction and termination of such groups. The Board shall conduct a review of all 
organizational groups of the Corporation on an annual basis to ensure that the business 
of the Corporation is conducted in an efficient, cost-effective manner. 

 

Section 8.2. Reimbursement. The Board may authorize reimbursement for 
persons acting on behalf of the Corporation, as necessary in the interests of the 
Corporation. 

 

ARTICLE IX. 
OFFICERS 

 

Section 9.1. Officers. The officers of the Corporation shall include a President, 
one or more Vice Presidents, a Secretary, a Treasurer and any other officers as may be 
elected or appointed in accordance with the provisions of this Article. The Board may 
elect or appoint any additional officers that it deems desirable, such other officers to 
have the authority and perform the duties prescribed by the Board. The same individual 
may hold any number of offices, except that of President. 

 

Section 9.2. Election and Term of Office. The officers of the Corporation shall 
be elected annually by the Board at the annual meeting of the Board. Each officer shall 
hold office at the pleasure of the Board. If the election of officers is not held at such 
meeting, such election shall be held as soon thereafter as is convenient. New officers 
may be created and the positions filled at any meeting of the Board.  Each elected 
officer shall hold office until his or her successor has been duly elected and qualified or 
upon his or her earlier resignation or removal. 
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Section 9.3.  Removal.  Any officer elected by the Board may be removed by 
the affirmative vote of two-thirds (2/3) of the Board whenever in its judgment the best 
interests of the Corporation would be served thereby, but such removal shall be without 
prejudice to the contract rights, if any, of the officer so removed. Election or 
appointment of an officer or agent shall not of itself create contract rights. 

 

Section 9.4. Vacancies. A vacancy in any office because of death, incapacity, 
resignation, removal, disqualification, or otherwise, may be filled by the Board for the 
unexpired portion of the term. 

 

Section 9.5.   President.  The President shall: 
 

(a) be the principal executive and operating officer of the Corporation; 
 

(b) sign certificates of membership, and may sign any deeds, 
mortgages, deeds of trust, notes, bonds, contracts or other instruments 
authorized by the Board to be executed, except in cases in which the signing and 
execution thereof shall be expressly delegated by the Board or by these Bylaws 
to some other officer or agent of the Corporation; and 

 

(c) perform all duties incident to the office of President, including hiring 
and directing staff, and such other duties as may be prescribed by the Board 
from time to time. 

 

Section 9.6. Vice Presidents. The Vice President(s) shall perform such duties 
and have such powers as the Board or President may from time to time prescribe. At 
the request of the Board, the Vice President (or in the event there be more than one 
Vice President, the Vice Presidents in the order designated, or in the absence of any 
designation, then in the order of their election) shall perform the duties of the President, 
and when so acting, shall have all the powers of and be subject to all the restrictions 
upon the President. 

 

Section 9.7. Secretary. The Secretary shall ensure that the following duties 
are carried out: 

 

(a) the minutes of the meetings of the Members and of the Board, and 
each committee thereof, are recorded; 

 

(b) all required notices are duly given in accordance with these Bylaws 
and as required by law; 

 

(c) a register of the current names and addresses of all Members is 
maintained and posted on the Corporation’s website; 

 

(d) a complete copy of the Certificate of Incorporation and Bylaws of 
the Corporation containing all amendments thereto are kept on file at all times 
and posted on the Corporation’s website, which copies shall always be open to 
the inspection of any Member; and 
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(e) generally perform all duties incident to the office of Secretary and 
such other duties as may be prescribed by the Board from time to time. 

 

Section 9.8. Treasurer.  The Treasurer shall be responsible for the 
following activities: 

 

(a) maintain custody of all funds and securities of the Corporation; 

 
 

(b) receipt of and the issuance of receipts for all monies due and 
payable to the Corporation and for deposit of all such monies in the name of the 
Corporation in such bank or banks or financial institutions as shall be selected by 
the Board; and 

 

(c) generally perform all duties incident to the office of Treasurer and 
such other duties as may be prescribed by the Board from time to time. 

 

ARTICLE X. 
CERTIFICATES OF MEMBERSHIP 

 

Section 10.1. Certificates of Membership.  The Board may, but need not, 
provide for the issuance of certificates evidencing membership in the Corporation, which 
certificates shall be in such form as may be determined by the Board. 

 

ARTICLE XI. 
BOOKS AND RECORDS 

 

Section 11.1. Books and Records; Financial Statements. The Corporation shall 
keep at such office selected by the Board correct and complete copies of its Certificate 
of Incorporation and Bylaws, accounting records, and minutes of meetings of Members, 
Board, and committees having any of the authority of the Board.  A Member, or the 
agent or attorney of a Member, may inspect all books and records for any proper 
purpose at any reasonable time.  Upon request, the Corporation shall give the Member 
a statement showing the financial result of all operations and transactions affecting 
income and expenses during its last annual accounting period and a balance sheet 
containing a summary of its assets and liabilities as of the closing date of the accounting 
period. 

 

ARTICLE XII. 
FISCAL YEAR 

 

Section 12.1. Fiscal Year. The fiscal year of the Corporation shall be the 
calendar year. 
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ARTICLE XIII. 
TRANSFER OF ASSETS 

 

Section 13.1. Member Approval Not Required.  Subject to restrictions set forth 
in the Certificate of Incorporation, the Corporation, by affirmative vote of the Board, may 
sell, lease, transfer, or dispose of its property and assets in the usual and regular 
course of its activities and grant a security interest in all or substantially all of its 
property and assets in the usual and regular course of its activities, upon those terms 
and conditions and for those considerations, which may be money, securities, or other 
instruments for the payment of money or other property, as the Board considers 
expedient, in which case no Member approval is required. 

 
 

Section 13.2. Member Approval Required. Subject to restrictions set forth in the 
Certificate of Incorporation, the Corporation may sell, lease, transfer, or dispose of all or 
substantially all of its property and assets, including its good will, not in the usual and 
regular course of its activities, upon those terms and conditions and for those 
considerations, which may be money, securities, or other instruments for the payment of 
money or other property, as the Board considers expedient only when approved at a 
regular or special meeting of the Members by the affirmative vote of two-thirds (2/3) of 
all the Members.  Notice of the meeting must be given to the Members.  The notice 
must state that a purpose of the meeting is to consider the sale, lease, transfer, or other 
disposition of all or substantially all of the property and assets of the Corporation. 

 

ARTICLE XIV. 
CONTRACTS, CHECKS, DEPOSITS, AND GIFTS 

 

Section 14.1. Contracts. The Board may authorize any officer or officers or 
agent or agents of the Corporation, in addition to the officers so authorized by these 
Bylaws, to enter into any contract or execute and deliver any instrument in the name of 
and on behalf of the Corporation, and such authority may be general or may be 
confined to specific instances. 

 

Section 14.2. Checks, Drafts, or Orders. All checks, drafts, or orders for the 
payment of money, notes, or other evidences of indebtedness issued in the name of the 
Corporation, may be signed by such officer or officers or agent or agents of the 
Corporation, and in such manner, as shall from time to time be determined by resolution 
of the Board. 

 

Section 14.3. Deposits. All funds of the Corporation shall be deposited to the 
credit of the Corporation in such banks, trust companies, or other depositories as the 
Board may select. 

 

Section 14.4. Gifts. The Board may accept on behalf of the Corporation any 
contribution, gift, bequest, or devise for any purpose of the Corporation. 
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ARTICLE XV. 
INSURANCE, LIMITATION ON LIABILITY AND INDEMNIFICATION 

 

Section 15.1. Insurance. The President is authorized to procure insurance to 
protect the Corporation against damages arising out of or related to any directive, order, 
procedure, action or requirement of the Corporation. 

 

Section 15.2. Limitations on Liability. As provided in Article Fourteenth of the 
Certificate of Incorporation, aA director of the Corporation shall not be personally liable 
to the Corporation or its Members for monetary damages for breach of fiduciary duty as 
a director, except for liability (i) for any breach of the director’s duty of loyalty to the 
Corporation or its Members, (ii) for acts or omissions not in good faith or which involve 
intentional misconduct or a knowing violation of law, (iii) under Section 174 of the 
Delaware General Corporation Law or (iv) for any transaction from which the director 
derived any improper personal benefit. If the Delaware General Corporation Law is 
amended to authorize corporate action further eliminating or limiting the personal liability 
of directors, then the liability of a director of the Corporation shall be eliminated or 
limited to the fullest extent permitted by the Delaware General Corporation Law, as so 
amended. Any repeal or modification of Article Fifteenth of these Bylaws by the 
Members of the Corporation shall not adversely affect any right or protection of a 
director of the Corporation existing at the time of such repeal or modification. 

 

Section 15.3. Right to Indemnification. 
 

15.3.1 Indemnified Persons. Each person who was or is made a party or is 
threatened to be made a party to or is involved in or called as a witness in any 
Proceeding because he or she is an Indemnified Person shall be indemnified and held 
harmless by the Corporation to the fullest extent permitted under the Delaware General 
Corporation Law (the “DGCL”), as the same now exists or may hereafter be amended 
(but, in the case of any such amendment, only to the extent that such amendment 
permits the Corporation to provide broader indemnification rights than the DGCL 
permitted the Corporation to provide prior to such amendment). Such indemnification 
shall cover all expenses incurred by an Indemnified Person (including, but not limited to, 
attorneys’ fees and other expenses of litigation) and all liabilities and losses (including, 
but not limited to, judgments, fines, ERISA or other excise taxes or penalties and 
amounts paid or to be paid in settlement) incurred by such person in connection 
therewith. 

 

15.3.2 Denial of Authorization for Certain Proceedings. Notwithstanding anything 
to the contrary in this Section 15.3, except with respect to indemnification of Indemnified 
Persons specified in paragraph 15.3.3 of this Section 15.3, the Corporation shall 
indemnify an Indemnified Person in connection with a Proceeding (or part thereof) 
initiated by such person only if authorization for such Proceeding (or part thereof) was 
not denied by the Board of the Corporation prior to the earlier of 60 days after receipt of 
notice thereof from such Indemnified Person. 
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15.3.3 Certain Defined Terms. For purposes of this Section 15.3, the following 
terms shall have the following meanings (such meanings to be equally applicable to 
both the singular and plural forms of the terms defined): 

 

(1) a “Proceeding” is any investigation, action, suit or proceeding, 
whether civil, criminal, administrative or investigative, and any appeal therefrom. 

 

(2) an “Indemnified Person” is a person who is, was, or had agreed to 
become a Director of the Corporation (including, in the case of such person seeking 
indemnification while serving as a Director who is or was an officer of the Corporation, 
such person in his capacity as an officer.) 

 

15.3.4 Expenses. Expenses, including attorneys’ fees, incurred by a person 
indemnified pursuant to paragraph 15.3.1 in defending or otherwise being involved in a 
Proceeding shall be paid by the Corporation in advance of the final disposition of such 
Proceeding, including any appeal therefrom, upon receipt of an undertaking (the 
“Undertaking”) by or on behalf of such person to repay such amount if it shall ultimately 
be determined that he or she is not entitled to be indemnified by the Corporation; 
provided that in connection with a Proceeding (or part thereof) initiated by such person, 
except a Proceeding authorized by paragraph 15.3.5, the Corporation shall pay said 
expenses in advance of final disposition only if authorization for such Proceeding (or 
part thereof) was not denied by the Board of the Corporation prior to the earlier of 60 
days after receipt of a request for such advancement accompanied by the Undertaking. 
A person to whom expenses are advanced pursuant hereto shall not be obligated to 
repay such expenses until the final determination of any pending Proceeding in a court 
of competent jurisdiction concerning the right of such person to be indemnified or the 
obligation of such person to repay such expenses. 

 

15.3.5 Protection of Rights.  If a claim by an Indemnified Person under paragraph 
15.3.1 is not promptly paid in full by the Corporation after a written claim has been 
received by the Corporation or if expenses pursuant to paragraph 15.3.4 have not been 
promptly advanced after a written request for such advancement by an Indemnified 
Person (accompanied by the Undertaking required by paragraph 15.3.4) has been 
received by the Corporation, the claimant may at any time thereafter bring suit against 
the Corporation to recover the unpaid amount of the claim or the advancement of 
expenses. If successful, in whole or in part, in such suit, such claimant shall also be 
entitled to be paid the reasonable expense thereof. It shall be a defense to any such 
action (other than an action brought to enforce a claim for expenses incurred in 
defending any Proceeding in advance of its final disposition where the Undertaking has 
been tendered to the Corporation that indemnification of the claimant is prohibited by 
law, but the burden of proving such defense shall be on the Corporation. Neither the 
failure of the Corporation (including the Board, independent legal counsel, or the 
Members) to have made a determination, if required, prior to the commencement of 
such action that indemnification of the claimant is proper in the circumstances, nor an 
actual determination by the Corporation (including the Board, independent legal 
counsel, or the Members) that indemnification of the claimant is prohibited, shall be a 
defense to the action or create a presumption that indemnification of the claimant is 
prohibited. 
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15.3.6 Miscellaneous. 
 

(a) Non-Exclusivity of Rights. The rights conferred on any person by 
this Section 15.3 shall not be exclusive of any other rights which such person 
may have or hereafter acquire under any statute, provision of the Certificate of 
Incorporation, Bylaw, agreement, vote of Members or disinterested directors or 
otherwise. The Board shall have the authority, by resolution, to provide for such 
other indemnification of directors, and such indemnification of officers, delegates, 
employees, agents, or others of the Corporation as it shall deem appropriate. 

 

(b) Insurance, contracts, and funding. The Corporation may maintain 
insurance, at its expense, to protect itself and any director, officer, employee, 
delegate or agent of the Corporation against any expenses, liabilities or losses, 
whether or not the Corporation would have the power to indemnify such person 
against such expenses, liabilities or losses under the DGCL. The Corporation 
may enter into contracts with any director, officer, or employee of the Corporation 
in furtherance of the provisions of this Section 15.3 and may create a trust fund, 
grant a security interest or use other means (including, without limitation, a letter 
of credit) to ensure the payment of such amounts as may be necessary to effect 
the advancing of expenses and indemnification as provided in such contracts or 
as otherwise provided in this Section 15.3. 

 

(c) Contractual nature. The provisions of this Section 15.3 shall 
continue as to a person who has ceased to be a director and shall inure to the 
benefit of the heirs, executors and administrators of such person.  This Section 
15.3 shall be deemed to be a contract between the Corporation and each person 
who, at any time that this Section 15.3 is in effect, serves or agrees to serve in 
any capacity which entitles him to indemnification and advancement of expenses 
hereunder and any repeal or other modification of this Section 15.3 or any repeal 
or modification of the DGCL or any other applicable law shall not limit any rights 
of indemnification for Proceedings then existing or arising out of events, acts or 
omissions occurring prior to such repeal or modification, including, without 
limitation, the right to indemnification and advancement of expenses for 
Proceedings commenced after such repeal or modification to enforce this Section 
15.3 with regard to Proceedings arising out of acts, omissions or events arising 
prior to such repeal or modification. 

 

(d) Cooperation. Each Indemnified Person shall cooperate with the 
person, persons or entity making the determination with respect to such 
Indemnified Person’s entitlement to indemnification under this Section 15.3, 
including providing to such person, persons or entity upon reasonable advance 
request any documentation or information which is not privileged or otherwise 
protected from disclosure and which is reasonably available to such Indemnified 
Person and reasonably necessary to such determination. Any costs or expenses 
(including attorneys’ fees and disbursements) incurred by such Indemnified 
Person in so cooperating with the person, persons or entity making such 
determination shall be borne by the Corporation (irrespective of the determination 
as to such Indemnified Person’s entitlement to indemnification) and the 
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Corporation hereby indemnifies and agrees to hold such Indemnified Person 
harmless therefrom. 

 

(e) Subrogation. In the event of any payment under this Section 15.3 
to an Indemnified Person, the Corporation shall be subrogated to the extent of 
such payment to all of the rights of recovery of such Indemnified Person, who 
shall execute all papers required and take all action necessary to secure such 
rights, including execution of such documents as are necessary to enable the 
Corporation to bring suit to enforce such rights. 

 

(f) Severability. If this Section 15.3 or any portion hereof shall be 
invalidated or held to be unenforceable on any ground by any court of competent 
jurisdiction, the decision of which shall not have been reversed on appeal, this 
Section 15.3 shall be deemed to be modified to the minimum extent necessary to 
avoid a violation of law and, as so modified, this Section 15.3 and the remaining 
provisions hereof shall remain valid and enforceable in accordance with their 
terms to the fullest extent permitted by law. 

 

ARTICLE XVI. 
TRANSITION 

 

Section 16.1. Transition Standards. The Corporation will use the existing 
standards, criteria, rules or guides from each existing reliability council region for those 
Members that join the Corporation as in effect immediately prior to formation of the 
Corporation until such standards, criteria, rules or guides are adopted, superseded, or 
rejected by the Corporation. The Corporation will establish any necessary transition 
committees, subcommittees, working groups or task forces to administer the existing 
regional reliability standards, criteria, rules and guides until they are adopted, 
superseded, or rejected by the Corporation.  The Corporation will employ its best 
efforts, within two (2) years of its formation, to work toward a uniform set of Reliability 
Standards for the entire Region. The Board will develop and implement a standards 
process and a plan for transition to new Reliability Standards. This process will include 
a requirement that two-thirds of the directors present at a meeting must vote to adopt 
new Reliability Standards. 

 

ARTICLE XVII. 
PARTICIPATION BY REGULATORY PARTICIPANTS 

 

Section 17.1. Regulatory Participants. All Regulatory Participants shall be 
entitled to and be provided with the same rights to notice of and participation in 
meetings or other activities of the Corporation as are provided to Members, but shall not 
have the right to vote. 

 

ARTICLE XVIII. 
BUDGET AND BUSINESS PLAN 

 

Section 18.1. Budget and Business Plan. Each annual budget and business 
plan of the Corporation shall be approved by the Board in sufficient time in each fiscal 
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year to allow for timely submittal of the approved annual budget and business plan to 
NERC in accordance with the NERC Rules. The Corporation shall post a draft of each 
budget and business plan on the Corporation’s website for purposes of review and 
comment by the Members at least ten (10) days prior to the Board meeting at which the 
budget and business plan are to be approved. 

 

ARTICLE XIX. 
AMENDMENT OF BYLAWS 

 

Section 19.1. Amendment Of Bylaws. The power to adopt, amend or repeal 
these Bylaws is vested in the Members as set forth in Section 6.6.3 of these Bylaws; 
provided, however, that upon the passage of any federal electric reliability legislation, 
and/or the adoption of any rules or regulations of the Commission, NERC or other 
governmental entity with jurisdiction, the Board shall have authority to amend these 
Bylaws as necessary and appropriate to comply with such law, legislation, rules and 
regulations. 
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