
 

 

  

 
 

 
Agenda 
Board of Directors  
June 4, 2020 • 9:00 am – 1:15 pm (ET)  

 
Click Here to:  Join Webinar 
Participant Dial-in:  855-244-8681 
Access Code:  475 286 258 

   

Closed Agenda 
 

Board of Directors – Executive Session – separate email sent with WebEx    8:30 am 
 

 
Open Agenda 

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

 
 

2. Antitrust Statement   
 Presenter:         Niki Schaefer, Vice President and General Counsel  
 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 March 19, 2020 Board of Directors meeting 

b) Draft Minutes from April 28, 2020 Board of Directors Business 
Plan and Budget meeting 

c) Resolution for Industry Sector Director Elections (No. 2020-2) 
d) Resolution for Election of Corporate Officers for 2020 (No. 2020-4) 

 Action: Approve Consent Items 
 

 

5. President’s Report 9:15 am 
 Presenter: Tim Gallagher, President and CEO 

 
 

6. Keynote Speaker 9:45 am 
 Presenter: Teri Stasko, Assistant General Counsel and Director of 

Enforcement, NERC 
 

 Reference: Bio 
 
 
 

 

https://reliabilityfirst.webex.com/reliabilityfirst/onstage/g.php?MTID=ea04e089093566c84d3269e85568555e2
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7. Financial Update 10:00 am 
 Presenter: Carol Baskey, Manager & Treasurer Finance and Accounting  
 Description: Ms. Baskey will provide a financial update to the Board of Directors 

and lead a final review of the 2021 Business Plan and Budget. 
 

 Reference: a) Financial Update 
b) 2021 Business Plan and Budget Presentation 
c) Final 2021 Business Plan and Budget 
d) Resolution for 2021 Business Plan and Budget (No. 2020-3) 

 

 Action: Adopt Resolution No. 2020-3 (Approving 2021 Business Plan and 
Budget) 
 

 

8. Executive Order on Securing the United States Bulk Power System 10:20 am 
 Presenter: Niki Schaefer, Vice President & General Counsel  
 Description: Ms. Schaefer will provide an overview of the recently issued 

executive order, its impact on reliability and security, and its 
implications for the industry. 

 

 Reference: Presentation   
 Action: Information and Discussion 

 
 

9.       Governance Discussion – Approval of Regional Delegation Agreement, 
Revisions to Articles of Incorporation and Bylaws 

10:45 am 

 Presenter: Rob Eckenrod, Vice President Entity Engagement & Corporate  
Services 

 

 Description: Mr. Eckenrod will lead a discussion on the Regional Delegation 
Agreement with NERC, and on revisions required to the Articles of 
Incorporation and Bylaws due to modifications to ReliabilityFirst’s 
governance and oversight construct.  

 

 Reference: a) Regional Delegation Agreement 
b) Resolution No. 2020-5 
c) Articles of Incorporation (with proposed revisions) 
d) Bylaws (with proposed revisions) 

 

 Action: Adopt Resolution No. 2020-5 for Regional Delegation Agreement. 
Endorse Articles of Incorporation and Bylaws revisions for approval 
by the Members. 
 

 

 BREAK 11:00 am 
 

10. Communications Overview 11:15 am 
 Presenter: Megan Baucco. Manager Communications  
 Description: Ms. Baucco will provide an overview of the corporate 

communications function. 
 

 Reference: Presentation  
 Action: Information and Discussion 
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11. MISO Region’s Reliability Imperative 11:30 am 
Presenter: Jordan Bakke, Senior Manager Policy Studies, MISO 
Description: Mr. Bakke will present MISO Region’s Reliability Imperative, 

including reliability needs and actions based on MISO’s Resource 
Availability and Need (RAN) and Renewable Integration Impact 
Assessment (RIIA) projects. 

Reference: Presentation 
Action: Information and Discussion 

12. Assist Visit/Outreach Efforts 11:45 am 
Presenter: Johnny Gest, Manager Engineering & System Performance 
Description: Mr. Gest will provide an overview of ongoing and future assist visit 

and outreach activities, including the recent impact of the COVID-19 
pandemic.  

Reference: Presentation 
Action: Information and Discussion 

13. Cyber Security Update 12:00 pm 
Presenter: Larry Bugh, Chief Security Officer 
Description: Mr. Bugh will provide an organizational security update and will 

Reference: 
Action: 

14. GridEx 2019 12:15 pm 
Presenter:

present cybersecurity metrics. 
Presentation 
Information and Discussion 

Larry Bugh, Chief Security Officer 
Description: Mr. Bugh will provide an overview of GridEx 2019. 
Reference: 
Action: 

Presentation 
Information and Discussion 

12:45 pm 

1:10 pm 

15. Committee Reports

Finance and Audit Committee • Patrick Cass 
Compensation Committee • Larry Irving 
Compliance Committee • Brenton Greene 
Nominating & Governance Committee • Larry Irving

16. Comments from Stakeholders

17. 2020 Future Meetings:

• August 13 • WebEx

• December 3 • Washington, DC

18. Adjourn 1:15 pm 
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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. 
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 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. 
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DRAFT - Minutes 
Board of Directors  
March 19, 2020 • Cleveland, OH 
 
ReliabilityFirst Corporation  
3 Summit Park Drive, Suite 600 • Cleveland, OH 44131  
 
 

Executive Session 
 

The Board of Directors met in executive session from 8:15 am until 9:05 am (ET). During the 
Executive Session, the Board of Directors discussed confidential matters concerning the 
corporation. 
 

 
Open Session 

 
Call to Order – Chair Simon Whitelocke called to order a duly noticed open meeting of the 
Board of Directors (Board) on March 19, 2020 at 9:06 am.  A quorum was present, consisting 
of the following members of the Board: Chair Simon Whitelocke, Vice Chair Lynnae Wilson; 
Lisa Barton; Patrick Cass; Jennifer Curran; Ben Felton; Scott Etnoyer; Brenton Greene; Larry 
Irving; Bob Mattiuz; Lou Oberski; Susan Sosbe; Jennifer Sterling; and Joe Trentacosta.  
 
A list of others present during the Board meeting is set forth in Attachment A.  
 
Appoint Secretary to Record Minutes – Chair Barton designated Megan Gambrel 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 Whitelocke welcomed all in attendance.  He thanked ReliabilityFirst 
staff and the Board members for taking the time to prepare for and attend the call in light of 
the COVID-19 pandemic. Chair Whitelocke thanked Lisa Barton for her leadership as Board 
Chair over the past two years. He also thanked Lynnae Wilson for serving as the new Vice 
Chair, and Brent Greene for serving as the new Lead Independent Director. 

 
Consent Items – Chair Barton introduced the following consent agenda items for approval: 
 

Agenda Item 4(a): Draft Minutes from the November 21, 2019 Board of Directors Meeting 
 
Agenda Item 4(b): Draft Minutes from the November 21, 2019 Annual Meeting of Members 

 
Upon a motion duly made and seconded, the Board approved the consent agenda items.  
 

https://ec.boardvantage.com/services/rh?resourceid=MERPREQ6WlJRWVdWLTBERDBGNDJGN0QwNjQ1OEFCOTZDRTdEOEFFQTYwRTc3&amp
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Information Item – Chair Whitelocke introduced the following information item for 
acceptance:  
 
     Agenda Item 5: 2019 Annual Report 
 
Upon a motion duly made and seconded, the Board accepted the information item. 
 
President’s Report – Tim Gallagher reported that due to the COVID-19 pandemic 
(COVID-19), ReliabilityFirst has activated its business continuity plan, and all staff is 
teleworking.  Additionally, all professional travel and in person meetings and trainings are 
suspended, and staff must disclose personal travel to the pandemic response team 
(consisting of Rob Eckenrod, Deandra Williams-Lewis, and Larry Bugh). He stated that the 
office will be professionally disinfected, and that no staff members have reported being 
infected with COVID-19. 
 
Mr. Gallagher discussed a recent joint notice from NERC and FERC regarding the 
application of regulatory discretion for certain Standard Requirements in light of COVID-19, 
and reported that all the Regions are suspending on-site engagements with entities until at 
least July 31, 2020.  Regions are willing to suspend off-site engagements as well if an 
entity wishes to do so. Mr. Gallagher stated that NERC plans to relax its internal monitoring 
cycles for the Regions in light of COVID-19. 

 
He then discussed ReliabliityFirst’s innovation efforts and the recent innovation awards and 
workshop. Mr. Gallagher noted that the ERO Enterprise transformation effort is going well, 
and reported that FERC accepted the ERO Five Year Performance Assessment with two 
conditions: to increase NERC’s oversight activities of the Regions, and adding detail to the 
NERC Sanction Guidelines to better address penalties and sanctions under the new risk-
based framework. 

 
Financial Update – Carol Baskey led a discussion on recent and ongoing financial activity. 
She reported the year-end financials for 2019, and provided detail on the budget variances, 
which are primarily the result of lower than expected medical premiums and computer 
hardware and software expeditures. She also provided a summary of the 2019 budgets, 
budget variances, and FTE counts for NERC and the other Regions. Ms. Baskey provided 
an overview of the 2019 financial audit, which was successful and identified no material 
weaknesses or adjustments. She then discussed the timeline for the 2021 Business Plan 
and Budget (2021 BP&B), and the 2021 BP&B assumptions and projections. 

 
Cyber Security for the Organization – Larry Bugh led a discussion on the corporation’s 
cyber and physical security posture and presented quarterly security metrics. He discussed 
recent work to further enhance internal security policies and procedures, and discussed 
other corporate infrastructure security enhancements. 

 
Governance Discussion – Rob Eckenrod led a discussion on required revisions to the 
NGC Charter, Compensation Committee Charter and Governance Guidelines, due to 
modifications to ReliabilityFirst’s current governance and oversight construct. These 
revisions are the result of recent Board approval of governance changes relating to the 
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NERC independence principles and governance best practices. Mr. Eckenrod explained 
that the revisions reflect the Compensation Committee’s new makeup and its review of 
independent director compensation; the new lead independent director position; term limits 
and limits on service on other boards; and the President & CEO serving as a nonvoting 
Board member.  
 
Upon a motion duly made and seconded, the Board approved the revisions to the NGC 
Charter, Compensation Committee Charter, and Governance Guidelines as presented. Mr. 
Eckenrod noted that he will present proposed revisions to the Bylaws and the Articles of 
Incorporation at the next Board meeting. 

 
Committee Reports 
 

a) Finance and Audit Committee – Patrick Cass, Chair of the Finance and Audit 
Committee (Committee), reported to the Committee that he had reviewed the annual 
staff conflict of interest disclosures and found no items of concern. The Committee also 
discussed planning assumptions and the operating reserve, and met privately with the 
RSM independent auditor, who was complimentary of ReliabilityFirst staff.  Mr. Cass 
thanked Carol Baskey and Jill Lewton for their hard work on the financial audit. 
 

b) Compensation Committee – Larry Irving, Chair of the Compensation Committee, 
was not present for this portion of the meeting due to technical difficulties. 
 
c) Compliance Committee – Brenton Greene, Chair of the Compliance Committee, 
reported that the Compliance Committee received an overview of 2019 CMEP Activities 
and Performance; reviewed the status of FOIA Activities at FERC; and discussed 
Misoperations risk management at ReliabilityFirst and across the ERO. In closed 
session, the Compliance Committee received a presentation on the Regional Risk 
Assessment, and Mr. Greene recommended that the presentation be shared with the 
entire Board at a future meeting. 
 
d) Nominating & Governance Committee – Larry Irving, Chair of the Nominating & 
Governance Committee, was not present for this portion of the meeting due to technical 
difficulties. 
 

Next Meeting – Chair Whitelocke noted that the next in-person meeting of the Board of 
Directors will occur on June 4, 2020, either at the ReliabilityFirst offices or via WebEx.  
 
Adjourn – Upon a motion duly made and seconded, Chair Whitelocke adjourned the 
meeting at 10:20 am (ET).   
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As approved on this XXX day of June, 2020 by 
the Board of Directors, 
 
 
 
Niki Schaefer 
Vice President, General Counsel & Corporate 
Secretary 
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ATTACHMENT A 
 

 
Others Present During the Board of Directors Meeting 

 
 

Carol Baskey • ReliabilityFirst 
Larry Bugh • ReliabilityFirst 
Jeff Craigo • ReliabilityFirst 
Rob Eckenrod • ReliabilityFirst, VP and General Counsel 
Ken Feliks • AEP 
Tim Gallagher • ReliabilityFirst, President & CEO 
Megan Gambrel • ReliabilityFirst 
Nick Henery • FERC 
Mark Holman • PJM 
Ray Palmieri • ReliabilityFirst, Senior Vice President and Treasurer 
Jody Tortora • ReliabilityFirst 
Becky Webb • Exelon 
 



Draft Minutes from April 28, 2020 Board of Directors

Business Plan and Budget meeting
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Draft Minutes  
Board of Directors Teleconference  
April 28, 2020 • Cleveland, OH 
 

ReliabilityFirst Corporation 
3 Summit Park Drive, Cleveland, OH 44131 
 

 
 

Closed Session 
 
Call to Order – Chair Simon Whitelocke called to order a duly noticed closed meeting of the 
Board of Directors (Board) on April 28, 2020 at 10:03 am (ET).  A quorum was present, consisting 
of the following members of the Board: Chair Simon Whitelocke, Vice Chair Lynnae Wilson, Lead 
Independent Director Brent Greene, Lisa Barton, Pat Cass, Jennifer Curran, Scott Etnoyer, Ben 
Felton, Larry Irving, Bob Mattiuz, Lou Oberski, Susan Sosbe, Jennifer Sterling, and Joe 
Trentacosta. A list of others present during the Board meeting is set forth in Attachment A.  
 
Appoint Secretary to Record Minutes – Chair Whitelocke designated Megan Gambrel as the 
secretary to record the meeting minutes. 
 
Antitrust Statement – Rob Eckenrod advised those present of the need to adhere to 
ReliabilityFirst’s Antitrust Compliance Guidelines. 
 
ReliabilityFirst 2021 Business Plan and Budget – Carol Baskey presented the draft 2021 
Business Plan and Budget (2021 BP&B), which was included in the agenda package. She 
presented management’s assumptions underlying the development of the 2021 BP&B, which 
resulted in a 5.7% increase over the 2020 BP&B, and an annual assessment increase of 4%.  
The operating reserve in the 2021 BP&B remains consistent with 2020 at $1million. 
 
Ms. Baskey stated that the budget increase is driven primarily by a need for five additional FTEs. 
She presented the rationale for adding one FTE to the Audit group, and for adding four new 
FTEs in response to recommendations from recent security assessments by NERC/Ernst & 
Young and ReliabilityFirst/FireEye-Mandiant. These four FTEs include a dedicated Chief 
Security Officer (CSO) and one FTE reporting to the CSO position; a security focused IT position 
(who can provide backup for CIP audits as needed); and a front desk process coordinator, who 
serves as a front line physical security resource. 
 
She discussed decreases in budgeted operating expenses and fixed assets, due to decreased 
travel, lower contractor costs, the completion of planned office renovations, and efficiencies 
implemented in training, meetings, and teambuilding events. Ms. Baskey stated that holding 
three Board meetings at the ReliabilityFirst offices and a fourth via Webex would save 
approximately $32,500.  The Board concurred with this meeting approach for 2021.  
 
Mr. Eckenrod led a discussion on a unique opportunity for approximately 4,060 square feet of 
additional office space in ReliabilityFirst’s current building, estimated to cost about $75,000 per 
year (with an opportunity to negotiate). He stated that ReliabilityFirst’s office requires 
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renovations for more employee office space, which would eliminate the existing conference 
rooms. The additional office space would preserve and increase ReliabilityFirst’s conference 
room availability, and would facilitate the use of additional and larger use meetings onsite, 
without business disruption or relocation prior to end of the lease term.  Mr. Eckenrod stated that 
rent for the additional office space would represent approximately 0.3% of the 2021 total 
budgeted costs.   
 
Ms. Baskey then discussed the recruitment strategy to overlap key personnel who have 
indicated they are near retirement, to allow for adequate knowledge transfer and training of their 
successors. She also led a discussion on the assessment stabilization analysis, the operating 
reserve, and the proposed ranges for the 2022 and 2023 budget projections 

 
Mr. Cass noted that the Finance & Audit Committee reviewed the 2021 BP&B at a meeting on 
April 24, 2020 and endorsed the Board’s approval of the 2021 BP&B.  Upon a motion duly made 
and seconded, the Board approved the $1 million operating reserve, and approved the 2021 
BP&B for industry comment and submittal to NERC.  

 
Renewal of Line of Credit – Jill Lewton led a discussion on the renewal of the corporation’s 
line of credit with JP Morgan Chase Bank, NA. She stated that there is no cost to 
maintain the line of credit, and that the resolution to renew the line of credit (Resolution No. 
2020-1) has been endorsed by the Finance and Audit Committee for Board approval. Upon a 
motion duly made and seconded, the Board adopted Resolution No. 2020-1. 

 
Next Meeting – Chair Whitelocke noted that the next Board meeting will occur on June 4, 2020, 
via WebEx. 

 
Adjourn – Upon a motion duly made and seconded, Chair Whitelocke adjourned the meeting 
at 11:04 am (ET). 

 
 

As approved on this 4th day of June by the Board 
of Directors  
 
 

 
Niki Schaefer 
Vice President, General Counsel & Corporate 
Secretary 
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Attachment A 

 
Others Present During the Board of Directors Meeting 

 
Carol Baskey – ReliabilityFirst, Treasurer 
Larry Bugh – ReliabilityFirst 
Jeff Craigo – ReliabilityFirst, Vice President  
Rob Eckenrod – ReliabilityFirst, Vice President and Corporate Secretary 
Tim Gallagher – ReliabilityFirst, President and CEO  
Erik Johnson – ReliabilityFirst 
Megan Gambrel – ReliabilityFirst 
Deandra Williams-Lewis – ReliabilityFirst 
Jill Lewton – ReliabilityFirst 
Jeff Mitchell – ReliabilityFirst 
Ray Palmieri – ReliabilityFirst, Senior Vice President 
Niki Schaefer – ReliabilityFirst 
Ray Sefchik – ReliabilityFirst  
Matt Thomas – ReliabilityFirst  
Jody Tortora – ReliabilityFirst 
Jim Uhrin – ReliabilityFirst  
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RESOLUTION NO. 2020-2 

 

Resolution for  

Industry Sector Director Elections 
 

 
WHEREAS, the Corporation’s Bylaws provide that the Corporation’s Industry Sectors 

may elect sector directors prior to the Annual Meeting of Members; 

 

NOW, THEREFORE, BE IT RESOLVED, that the election of directors by the 

Supplier, Transmission, and Small LSE Sectors shall be conducted prior to the 2020 Annual 

Meeting of Members at a special telephonic meeting to be held on August 7, 2020, at 10:00 a.m., 

Eastern Time; 

FURTHER RESOLVED, that the close of business on July 10, 2020 is designated as 

the record date for the determination of the Regular Members in the respective Industry Sectors 

entitled to receive notice of, and to vote in, the election; 

FURTHER RESOLVED, that the nominees submitted by members of each of the 

Industry Sectors on or prior to July 10, 2020 be submitted to the respective Industry Sectors for 

election to the Board of Directors for terms expiring as provided in the Bylaws or until their 

respective successors are duly elected and qualify; 

FURTHER RESOLVED, that the authorized officers, each acting alone or together with 

the other, are hereby authorized and directed to solicit and transmit a notice and proxy to each 

Regular Member entitled to receive notice of, and to vote in, the election; 

FURTHER RESOLVED, that Niki Schaefer and Megan Gambrel of the Corporation are 

hereby appointed and authorized to tabulate proxies on behalf of the Corporation and to act as 

inspectors of election in connection with the Industry Sector Director Elections Meeting;  

 

FURTHER RESOLVED, that the President or the Corporate Secretary, or such other 

officer of the Corporation as may be appointed by them, shall preside at the special meeting; 

FURTHER RESOLVED, that all actions heretofore taken by the authorized officers of 

the Corporation in connection with the subject matter of any of the foregoing resolutions be, and 

they hereby are, approved, confirmed and ratified in all respects; and 

FINALLY RESOLVED, that the appropriate officers of the Corporation be and they 

hereby are authorized and directed to take all actions and execute all such documents as they 

deem necessary or appropriate to effectuate the foregoing resolutions. 
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As adopted on this ____ day of June, 2020 by 

the Board of Directors, 

 

 

 

Niki Schaefer 

Vice President, General Counsel & Corporate 

Secretary 
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RESOLUTION NO. 2020-4 

 

Resolution for  

Election of Officers 
 

 
WHEREAS, Section 9.1 of the Bylaws states that 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 Bylaws; 

 

WHEREAS, Section 9.2 of the Bylaws states that the officers of the Corporation shall be 

elected annually by the Board of Directors at the annual meeting of the Board of Directors; 

 

WHEREAS, Raymond Palmieri is retiring from the Corporation, and the Corporation is 

implementing a corporate realignment; 

 

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors elects the 

following officers to implement the corporate realignment, pursuant to Section 9.2 of the 

Bylaws, 

 

 Tim Gallagher as President & CEO; 

 Jeff Craigo as Vice President, Reliability and Risk; 

 Robert Eckenrod as Vice President, Entity Engagement & Corporate Services; 

 Niki Schaefer as General Counsel & Corporate Secretary; and  

 Carol Baskey as Treasurer. 

  

FINALLY RESOLVED, that each elected officer shall continue to serve as officer of 

the Corporation in his or her respective elected capacity at the pleasure of the Board of Directors 

and hold office until his or her successor has been duly elected and qualified, or upon his or her 

earlier resignation or removal. 

 

As adopted on this ____ day of June, 2020 by 

the Board of Directors, 

 

 

 

Niki Schaefer 

Vice President, General Counsel & Corporate 

Secretary 
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Teri Stasko is Assistant General Counsel and Director of Enforcement at the North 

American Electric Reliability Corporation (NERC).  As Director of Enforcement, she 

leads and oversees the enforcement activities under the Compliance Monitoring and 

Enforcement Program.  This includes developing enforcement policies, processing cases, 

and tracking, analyzing, and reporting data on noncompliance with Reliability Standards. 

 

Before joining NERC in her current position, Ms. Stasko served as Senior Counsel at a 

Fortune 500 utility company, where she provided advice on NERC compliance 

matters.  Prior to that, Ms. Stasko was Senior Counsel and Manager of Enforcement 

Actions at NERC, where she assisted with planning, directing, and coordinating NERC’s 

enforcement program, including working closely with NERC and Regional Entity staff in 

various departments to develop and implement compliance monitoring and enforcement 

and registration policies.  

 

In her 19 years at the Federal Energy Regulatory Commission Ms. Stasko held various 

roles, including supervisory attorney in the Office of Enforcement. Ms. Stasko was 

responsible for, among other things, conducting reliability audits and investigations.  

  

Ms. Stasko received her Bachelor of Arts in Economics from Trinity College, her 

Masters in Liberal Studies from Georgetown University, and her Juris Doctorate from the 

Columbus School of Law at The Catholic University of America.  
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Financial Update

Carol Baskey, Treasurer and Manager, Finance and Accounting

June 4, 2020

Cleveland, OH
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2020 First Quarter Financials
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Quarter ending March 31, 2020
• $350K; 5.71% under budget

Major Contributors to Operating Budget
• Personnel Expenses $  128K under 

• Travel $    86K under

• Computer Hardware and Software                      $    68K under

• Contracts & Consultants $    59K under

• Office Costs $    23K under

Major Activities in 2020
• 2019 Financial Audit completed March 24, 2020

• 2021 Business Plan and Budget

• Assessment Stabilization – 5 year projection

• 2019 Actual Cost to Budget Comparison Report

• 990 Tax Report – due by November 15th

• Enterprise Risk Management continuous improvement

• Finance internal control self-assessment

• Continuation of internal audit function project
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2021 Business Plan and Budget

Carol Baskey, Manager and Treasurer Finance and Accounting

June 4, 2020

Cleveland, OH
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Budget and Assessment Changes

First Draft versus Final Draft

BP&B ITEM

Amount % Change Comments

BUDGET (207,046)$          -0.9% See Budget Component 

Changes Below

ASSESSMENT (446,373)$          -2.0% Additional COVID-19 Savings

LINE ITEM

Amount

Salaries (68,533)$             

Taxes (5,074)$               

Medical Benefits (73,471)$             

Retirement Costs (9,731)$               

Travel (49,000)$             

% Change from 

2020

4.8%

FIRST DRAFT FINAL DRAFT

24,992,538$         24,785,492$      

Amount

% Change from 

2020

5.7%

Amount

23,211,368$         4.0% 22,764,995$      2.0% 23,211,368

1,256,876$           8.9% 1,188,343$        8.4%

92,928$                 11.0% 87,854$             10.4%

108,808$              8.1% 35,337$             3.0%

164,765$              7.0% 155,034$           7.0%

BP&B OVERALL CHANGES

Comments

CHANGE FROM FIRST DRAFT

FIRST DRAFT FINAL DRAFT CHANGE FROM FIRST DRAFT

(47,919)$               -3.6% (96,919)$            -13.9%

$ Change from 

2020

% Change from 

2020

$ Change from 

2020

% Change from 

2020

PRIMARY BUDGET COMPONENT CHANGES

Adjusted start dates of new hires

See Salaries above

Adjusted medical premium increase 

assumptions from 12% to 8%

See Salaries above

Additional efficiencies due to increased 

usage of teleconferences
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2021 Budget Overview
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 Total 2021 Budget:  $24,785,492

Total 2021 Budget Change vs 2020 4.8% $1,134,630

• Personnel Expense 6.5%  $1,283,937

• Operating and Fixed Asset (3.9)% $(149,308)

 Total 2021 Assessment: $22,764,995

• Assessment Change 2% $446,372

 Total 2021 FTEs: 84.35

• 2021 FTE Increase 5

• Budget includes 3 overlap FTEs
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2021 Budget vs 2020 Budget

3

Personnel Expenses Total Change 

From 2020

% of Budget 

Increase

Direct Salaries 8.4% $1,188,343 105%

Merit Increases/Promotions 3.8%

Additional FTEs 100%

Talent Overlap Strategy 81%

Payroll Taxes 10.4% $87,854 8%

Training and Education (33.2%) ($168,896) (15%)

Medical Benefits 1.9% $35,337 3%

Retirement Costs 7% $155,034 14%

Operating Expenses

Meetings* (0.6%) ($2,065) (.2%)

Travel (13.9%) ($96,919) (9%)

Contractors (32.5%) ($156,537) (14%)

Additional Office Space 100% $75,000 7%

Office Costs 18.1% $146,376 13%

Professional Services 8.8% 38,852 3%

Fixed Assets (44.2%) ($172,500) (15%)

2021 Total Budget Increase:  4.8%; $24,785,492
• Personnel Expenses: 6.5%; $21,152,691

• Operating Expenses: (3.9%); $3,632,801

Only includes major expenses

*Meetings include savings of ($32,500) due to reduced number of in person 

Board meetings to 3, with all 3 held in Corporate Offices. 4th Board meeting will be 

a conference call depending on need.
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Additional FTEs

New FTE’s

• 1 Operations and Planning Auditor

• 1 Chief Security Officer

• 2 Security Professionals 

• 1 Front Desk Receptionist

Retirement Strategy

• In 2020, 6% of RF staff at or over retirement age, and 19% eligible over next five 

years

• 3 FTE overlap positions 

4
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RF % Budget and Assessment History
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$ Budget and Assessment History
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NERC and Regional 2021 Budget and Assessment (Preliminary)
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Regional Cost per Registered Entity
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Budget # RE Cost 

per RE

Budget # RE Cost 

per RE

Budget # RE Cost 

per RE

Budget # RE Cost 

per RE

Budget # RE Cost 

per RE

MRO $11,226,670 94 119,433  $11,726,736 119 98,544     $15,980,354 196 81,532     $17,540,969 196 89,495     $18,412,202 203 90,701     

NPCC $15,147,054 212 71,448     $15,106,967 213 70,925     $15,803,891 215 73,506     $16,601,647 215 77,217     $16,440,648 211 77,918     

RF $19,908,939 227 87,705     $21,393,899 241 88,771     $22,648,458 244 92,822     $23,650,862 245 96,534     $24,785,492 248 99,942     

SERC $17,482,403 192 91,054     $17,182,868 198 86,782     $18,144,948 209 86,818     $24,525,013 245 100,102  $25,829,079 259 99,726     

TRE $12,167,258 197 61,763     $12,656,953 215 58,870     $13,069,599 221 59,138     $13,831,126 221 62,584     $14,211,538 241 58,969     

WECC $26,796,928 353 75,912     $27,097,344 373 72,647     $26,950,566 378 71,298     $27,756,089 377 73,624     $28,673,681 392 73,147     

202120202019Region 20182017

 -

 20,000

 40,000

 60,000

 80,000

 100,000

 120,000

 140,000

MRO NPCC RF SERC TRE WECC

Regional Cost Comparison Per Registered Entity

2017 2018 2019 2020 2021
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Regional Entity Budget Change 
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4.97%

-0.97%

4.80% 5.32%

2.75% 3.31%
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2022 and 2023 Projections

10

Budget Projections 2022 2023
Personnel Expense 3.4% 3.7%

•  Wages: 3% x x

•  Medical/Dental:  12% /8% x x

•  5 Positions from 2022 - x

Meeting Expense 2.5% 2.5%

Travel Expense 3.0% 3.0%

Operating Expense 6.5% 4.9%

• CMEP Data Migration - $35K x -

• Capability Management Software for Building 

Models and Measuring Maturity for Various Business 

Processes - $75K

x -

• Penetration Testing $60K x -

• Program Improvements - x

Projected Budget Low Range 3.6% 3.8%

Additional Budget Items

Personnel Expense 7.2% 9.9%

•  5 Positions x -

•  3 Positions - x

Projected Budget Range 3.6%  to 6.9% 3.8%  to 9.1%
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2021 Business Plan and Budget

 No comments received from RF posting

 Minor comments from NERC Legal and Staff
• All incorporated

 Pending no comments to date from NERC public posting

 June 2020
• Board conference call ONLY if any comments are received from NERC posting and deemed 

material by Executive Management and Finance and Audit Committee Chair.

 July 1, 2020 (or sooner)
• Submit to NERC

 August 24, 2020 
• NERC submit to FERC

11
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Requested Board Action

The Board of Directors adopt Resolution No. 2020-3 
to approve the 2021 Business Plan and Budget, to be 
dated June 2020, and authorize its submittal to NERC 

and FERC for their approval.

12
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Introduction 
The following table summarizes ReliabilityFirst Corporation’s (ReliabilityFirst) budget for 2021.  

 

ERO Enterprise Model and Transformation 

The collective network of leadership, experience, skills, and technologies shared among the North 

American Electric Reliability Corporation (NERC) and the Regional Entities is referred to as the 

Electric Reliability Organization (ERO) Enterprise. ReliabilityFirst Corporation (ReliabilityFirst) 

serves as one among six of the Regional Entities within this ERO Enterprise.  

The ERO Enterprise is a collaborative organization with distinct roles between NERC and the 

Regional Entities. The ERO Enterprise strives for consistency where necessary, but recognizes 

that each Regional Entity addresses reliability in unique ways based on its own challenges and 

stakeholder needs; the model enables innovative and distinctive approaches to address these 

unique reliability risks and challenges locally.  

NERC has unique responsibilities to oversee program areas, set qualifications and expectations 

for the performance of delegated activities, and assess, train, and give feedback to corresponding 

Regional Entity programs. NERC and the Regional Entities also coordinate activities to identify, 

prioritize, and address risks to reliability. The Regional Entities have a mirrored set of 

responsibilities within the ERO Enterprise model, providing input into the overall development of 

each ERO program area, providing training and development to meet ERO qualifications, and 

2021 Budget                                                                                                                                                

   (in whole dollars) U.S. Canada Mexico

Statutory FTEs 84.35                         

Non-statutory FTEs -                             

Total FTEs 84.35                         

Statutory Expenses 24,567,992$               

Non-Statutory Expenses -$                           

Total Expenses 24,567,992$               

Statutory Inc(Dec) in Fixed Assets 217,500$                    

Non-Statutory Inc(Dec) in Fixed Assets -$                           

Total Inc(Dec) in Fixed Assets 217,500$                    

Statutory Working Capital Requirement 2,344,503$                 

Non-Statutory Working Capital Requirement -$                           

Total Working Capital Requirement 2,344,503$                 

Total Statutory Funding Requirement 27,129,995$               

Total Non-Statutory Funding Requirement -$                           

Total Funding Requirement 27,129,995$               

Statutory Funding Assessments 22,764,995$               22,764,995$       -$                   -$                   

Non-Statutory Fees -$                           -$                   -$                   -$                   

NEL (MWH) -                             -                    -                    

NEL% 100% 100% 0% 0%
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ensuring delegated responsibilities are completed. Regional Entities also have an obligation to 

meet professional standards of independence and objectivity and provide the best available 

expertise for addressing regional risks.  

 

ERO Enterprise Long-Term Strategy 

NERC and the Regional Entities are continually refining their individual and collective operating 

and governance practices in support of strategic and operational goals and objectives that are 

designed to ensure the ERO fulfills its statutory obligations. This collaboration is done while 

acknowledging the unique differences across the Regions, and the different corporate and 

governance responsibilities of each entity. 

In 2019, ERO Enterprise leadership came together to revise the ERO Enterprise Long-Term 
Strategy as part of an effort to streamline its strategic and operational documents and ensure 

alignment with the NERC Reliability Issues Steering Committee’s (RISC’s) currently identified bulk 

power system (BPS) risks. This strategy, which was approved by the NERC Board of Trustees 

on December 12, 2019, includes the following strategic focus areas:  

1. Expand risk-based focus in all standards, compliance monitoring, and enforcement 
programs;  

2. Assess and catalyze steps to mitigate known and emerging risks to reliability and 
security, leveraging the RISC’s biennial ERO Reliability Risk Priorities Report; 

3. Build a strong, Electricity Information Sharing and Analysis Center (E-ISAC)-based 
security capability; 

4. Strengthen engagement across the reliability and security ecosystem in North America; 
and  

5. Capture effectiveness, efficiency, and continuous improvement opportunities. 
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As part of the business planning and budgeting process, NERC and the Regional Entities identify 

and discuss departmental goals and activities to ensure alignment with the long-term strategy and 

harmonization across the ERO Enterprise where appropriate. Program area narratives in each 

organization’s business plan and budget may reference how activities support each of the 

strategic focus areas.  

ReliabilityFirst Organizational Overview 

ReliabilityFirst is a not-for-profit company incorporated in the State of Delaware and authorized 

by the Federal Energy Regulatory Commission (FERC) to operate as a Regional Entity. 

ReliabilityFirst is responsible for promoting and improving the reliability, security and resiliency of 

the Bulk Electric System (BES) in all or parts of thirteen states and the District of Columbia. As a 

Regional Entity, ReliabilityFirst performs key reliability functions delegated to it by NERC.  These 

include:   

• Active participation in the development of North American Reliability Standards for the 

Bulk Electric System (BES), and as needed, development of Reliability Standards 

applicable within the ReliabilityFirst Region. 

• Monitoring and enforcement of approved Reliability Standards, including the registration 

of responsible entities, and as needed, certification of such entities. 

• Assessment of the present and future reliability, resiliency, security, and risks of the BES. 

• Promoting effective training and education of personnel and entities. 

• Promoting situational awareness and the protection of critical infrastructure. 

ReliabilityFirst intends to perform only the functions delegated to it by the ERO in 2021. 

Membership and Governance 

Members 

ReliabilityFirst has an open membership policy that permits participation of all industry 

stakeholders through their designated representatives. There are six (6) Industry Sectors: 

Suppliers, Transmission Companies, Regional Transmission Organizations (RTOs), Small Load 

Serving Entities (LSEs), Medium LSEs, and Large LSEs. There are three (3) Classes of Members: 

Regular Members, Associate Members, and Adjunct Members (an Associate Member is an 

affiliate or related party of a Regular Member, and an Adjunct Member is an entity that does not 

qualify to join an Industry Sector but has been approved for membership). 

There are currently 57 Members of ReliabilityFirst; 41 are Regular Members with voting rights, 6 

are Associate Members, and 10 are Adjunct Members.  ReliabilityFirst’s foundation has been and 

continues to be the broad, active participation of volunteer technical and policy experts 

representing electricity industry stakeholders within the Region who are committed to the 

reliability, security, and resiliency of the BES.  ReliabilityFirst believes that partnering with industry 

expert resources, combined with a competent and independent ReliabilityFirst staff, provides a 

cost effective approach that is consistent with the industry self-regulatory model envisioned by 

Congress in the Energy Policy Act of 2005. 
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Board of Directors 

ReliabilityFirst is governed by a hybrid, independent, and balanced stakeholder Board that 

consists of 14 Directors. 

• Eight (8) Directors are elected by the Industry Sectors as follows: 

o Suppliers elect two (2) Directors; 

o Transmission Companies elect two (2) Directors; 

o RTOs elect one (1) Director; 

o Small LSEs elect one (1) Director; 

o Medium LSEs elect one (1) Director; and 

o Large LSEs elect one (1) Director. 

• Three (3) Directors are at-large.  At-Large Directors are elected by all of the Industry 

Sectors voting together as a single class. 

• Three (3) Directors are independent from ReliabilityFirst, any Member, Affiliate or Related 

Party of any Member.  Independent Directors are elected by all of the Industry Sectors 

voting together as a single class. One of these Directors is appointed as a Lead 

Independent Director who serves in the capacity to coordinate the activities of the other 

Independent Directors. 

2021 Key Assumptions 

The NERC and Regional Entity business plans and budgets reflect a set of strategic and operating 

objectives developed jointly by NERC and the Regional Entities.  These strategic and operating 

objectives are set forth in the ERO Enterprise Long Term Strategy. 

2021 Key Deliverables 

• Promote a culture that addresses reliability risks across the ReliabilityFirst Region and the 

ERO Enterprise. 

o Ensure that the industry understands the essential reliability purpose of Reliability 

Standards and the corresponding expectations for those Reliability Standards. 

o Work with the industry to maintain and continuously improve effective risk control 

programs for reliability, security, and resiliency. 

o Use efficient processes and proportional exercise of discretion to verify that the 

industry meets reliability objectives. 

• Identify the risks to reliability, security and resiliency in the ReliabilityFirst Region.  

o Identify, understand, and prioritize risks based on reliability impacts, projected 

resources, and emerging issues. 

o Analyze events and system performance consistently to determine sequence, 

cause, and remediation.  Identify reliability risks and trends to define reliability, 

resiliency, and security related activities. 
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o Ensure that the industry is well informed of emerging trends, risk analysis, lessons 

learned, and expected actions. 

• Mitigate reliability risks. 

o Ensure that the industry understands identified risks and addresses them promptly 

and effectively. 

o Facilitate information sharing among the industry, Regions, ERO, and government. 

o Work with the ERO to track industry accountability for critical reliability 

recommendations. 

• Communicate reliability risks. 

o Communicate identified and prioritized risks and mitigation strategies to the ERO 

Enterprise, across the ReliabilityFirst footprint, and/or to targeted entities, as 

appropriate. 

o Share staff expertise and leverage the expertise of ReliabilityFirst entities to 

advance industry practices surrounding risk identification, mitigation, and 

prevention. 

• Promote a culture of reliability excellence, and facilitate and encourage continuous 

improvement through training and education.  

• Ensure useful and reliable data modeling. Verify that the data represents system behavior 

accurately.  Facilitate data sharing among entities. 

• Serve as a leading resource to industry and policy makers to supply reliability information.  

• Serve as an independent, objective, and fair compliance monitoring and enforcement 

authority, without conflicts of interest.   

o Register entities commensurate to the risk they pose to the BES and ensure that 

all key entities are certified to have essential capabilities. 

o Ensure that all compliance monitoring and enforcement activities are risk-based, 

reliability-focused, and adhere to the requirements of the ReliabilityFirst delegation 

agreement and the Risk Based Compliance Monitoring and Enforcement Program.   

o Ensure that all violations of mandatory Reliability Standards are mitigated in a 

timely, thorough, and comprehensive manner to prevent reoccurrence. 

• Improve transparency, consistency, quality, and timeliness of results; collaborate with 

NERC and the other Regions; improve efficiencies and cost effectiveness. 

o Identify, understand, and manage internal risks. 

o Ensure processes are effective, efficient, and continually improving. 
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2021 Overview of Budget 

This Business Plan and Budget reflects ReliabilityFirst’s best estimate of the costs it will incur in 

carrying out its delegated functions in support of the ERO in 2021.  Overall, the ReliabilityFirst 

2021 budget of $24,785,492 increased 4.8% over the 2020 budget of $23,650,862. The 2021 

assessment of $22,764,995 represents a 2% increase over the 2020 assessment of $22,318,623.   

Personnel costs increased by $1,283,937, an increase of 6.5% over the 2020 budget. 

Incorporated into the personnel costs are 5 additional Full Time Equivalents (FTE’s) and a 3% 

general wage increase.  For 2021, ReliabilityFirst did not include a personnel vacancy rate 

because the corporation has operated with a turnover rate well below 5% for the last several 

years.  Any remaining personnel dollars resulting from vacancies could be used to fund the 

company’s recruitment activities to attract necessary employee candidates.  

The meetings, operating and fixed asset costs of $3,632,801 decreased by 3.9% over the 2020 

budget of $3,782,109. The decrease was primarily the result of a reduction in office modifications. 

In 2020 office modifications were completed that maximized the utilization of the entire office 

space for necessary support activities and the anticipation of future increase in staff. Additional 

efficiencies were gained in contracts and consultants due to 1) the completion of the Data 

Warehouse consultant work in 2019 and the transitioning of this work to a ReliabilityFirst Data 

Warehouse Developer; and 2) cost savings in travel expenses due to the utilization of virtual 

meetings. These were partially offset by an increase in rental costs of $75,000 for the planned 

procurement of additional office space to address existing and future staffing needs, and provide 

the opportunity to host additional and larger meetings on-site. 

The ReliabilityFirst Board has approved a $1,000,000 operating reserve for 2021, which is the 

same level that existed in 2020.  This level of operating reserve is believed to be sufficient for any 

unbudgeted and unexpected expenditures of the organization, and is consistent with Board 

Policy.  

The ReliabilityFirst Board also approved an increase in the working capital reserve. Historically, 

the working capital reserve has consisted of the amount necessary to satisfy projected cash flow 

for daily operations. In concert with the ERO Enterprise wide effort to better manage and stabilize 

assessments, the working capital reserve is used to enhance day to day cash flow management 

of expenditures, while providing the capability to stabilize future assessments.  The operating and 

working capital reserves have been differentiated to enable more granular identification and 

control in the utilization and monitoring of these funds in the appropriate manner. Refer to section 

B-1 for more information on the working capital reserve. 

The executive management group for NERC and the Regional Entities (known as the ERO EMG) 

concentrates on various initiatives to improve efficiency and consistency across NERC and the 

Regional Entities, including the development of enterprise-wide applications.  As enterprise-wide 

projects are identified and prioritized by the ERO EMG, they are managed at NERC.  

ReliabilityFirst assumes agreed upon ERO Enterprise wide applications will be available, and has 

only included appropriate funding for applications and supporting systems necessary to satisfy its 

business needs that are not within the mutually agreed upon scope of the ERO Enterprise wide 

applications funded by NERC. 
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In the development of each annual Business Plan and Budget, ReliabilityFirst examines projected 

workload using the operating and strategic objectives referenced above and conducts a 

manpower analysis to determine staffing levels required to complete necessary tasks and meet 

the obligations of the Regional Delegation Agreement.  The manpower analysis for 2021 yielded 

a requirement of 89.23 FTEs in order to fully address the expected workload.   

Although ReliabilityFirst’s manpower analysis justifies a need for 89.23 FTEs, its philosophy is to 

seek and achieve greater efficiencies in its tasks and workload each year. On this basis, 

ReliabilityFirst believes a staffing level of 84.35, which includes 5 additional FTE’s, will be 

sufficient to perform its work.  The need for these additional FTE’s is described in the Compliance 

Monitoring, General and Administrative, Information Technology, and the Human Resources 

sections.   

ReliabilityFirst will continue to ensure enhancements are being made in many process areas and 

that the maturation of the organization will continue to result in expected efficiency improvements.    
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Summary of Budget by Program Area 

The following table and figure summarize and illustrate ReliabilityFirst’s budget by program area.  

 

 

2020 Versus 2021 Cost Allocation by Program Summary of Expenses 

 

  

Program

Budget

2020

Projection

2020

Budget              

2021

Variance                  

2020 Budget v 

2021 Budget Variance %

Reliability Standards -             -             -             -                 0.0%

Reliability and Risk 6,864,343   6,986,131   7,657,553   793,210          11.6%

Compliance Monitoring and Enforcement 10,081,580 9,790,274   10,720,328 638,748          6.3%

Reliability Assessments and Performance Analysis 2,759,295   2,948,859   2,967,853   208,558          7.6%

Training, Education and Operator Certification 1,182,027   1,222,559   1,597,369   415,342          35.1%

Situation Awareness and Infrastructure Security 2,763,624   1,902,539   1,842,389   (921,235)         -33.3%

Total 23,650,862 22,850,362 24,785,492 1,134,630       4.8%
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FTEs by Program Area  

 

 

For an explanation of the variances, refer to the Resource Requirements section in each program 

area in Section A.  

  

Total FTEs by Program Area

2020

Budget

2020

Projection

2021 

Budget

Change 

from 2020 

Budget

Operational Programs

Reliability Standards 0.00 0.00 0.00 0.00

Reliability and Risk 16.00 19.00 20.00 4.00

Compliance Monitoring and Enforcement 29.00 28.00 30.00 1.00

Reliability Assessment and Performance Analysis 6.60 7.60 6.60 0.00

Training and Education 3.00 3.00 3.00 0.00

Situation Awareness and Infrastructure Security 8.00 5.00 5.00 -3.00

Total FTEs Operational Programs 62.60 62.60 64.60 2.00

Administrative Programs

General and Administrative 3.00 3.00 4.00 1.00

Legal and Regulatory Affairs 3.00 3.00 3.00 0.00

Information Technology 6.00 6.00 7.00 1.00

Human Resources 2.00 2.00 3.00 1.00

Finance and Accounting 2.75 2.75 2.75 0.00

Total FTEs Administrative Programs 16.75 16.75 19.75 3.00

Total FTEs 79.35 79.35 84.35 5.00

STATUTORY
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2020 Budget and Projection and 2021 Budget Comparisons 

The following table lists the 2020 budget and projection compared to the 2021 budget.  

 

 

*Penalty sanctions reflect the designated amount of funds released to offset U.S. assessments. 

Actual penalties invoiced are reported in the audited financial statements as an increase in net 

assets in accordance with Generally Accepted Accounting Principles (GAAP).  

 

 

Variance Variance

2020 Projection 2020 Budget

2020 2020 v 2020 Budget 2021 v 2021 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding

ReliabilityFirst  Funding

ReliabilityFirst Assessments 22,318,623$               22,318,623$          -$                                22,764,995$        446,372$             

Penalty Sanctions* 267,627                      267,627                 -                                 4,315,000            4,047,373            

Total ReliabilityFirst Funding 22,586,250$               22,586,250$          -$                                27,079,995$        4,493,745$           

Membership Dues -$                              -$                         -$                                -$                       -$                        

Interest and Investment Income 50,000                       50,000                  -                                 50,000                -                          

Miscellaneous Income -                                -                           -                                 -                         -                          

Total Funding (A) 22,636,250                 22,636,250            -                                 27,129,995          4,493,745            

Expenses

Personnel Expenses

Salaries 14,189,608$               14,589,413$          399,805$                     15,372,329$        1,182,721$           

Payroll Taxes 846,791                      883,845                 37,054                         934,645              87,854                 

Benefits 2,493,602                   2,060,528              (433,074)                      2,351,930            (141,672)              

Retirement Costs 2,338,753                   2,312,334              (26,419)                        2,493,787            155,034               

Total Personnel Expenses 19,868,754$               19,846,120$          (22,634)$                      21,152,691$        1,283,937$           

Meeting Expenses

Meetings & Conference Calls 377,140$                    193,972$               (183,168)$                    379,635$             2,495$                 

Travel 697,919                      242,181                 (455,738)                      601,000              (96,919)                

Total Meeting Expenses 1,075,059$                 436,153$               (638,906)$                    980,635$             (94,424)$              

Operating Expenses, excluding Depreciation

Consultants & Contracts 481,115$                    275,615$               (205,500)$                    324,578$             (156,537)$            

Office Rent 539,292                      575,312                 36,020                         628,092              88,800                 

Office Costs 810,400                      788,102                 (22,298)                        956,776              146,376               

Professional Services 442,483                      512,001                 69,518                         481,335              38,852                 

Miscellaneous 43,759                       27,059                  (16,700)                        43,885                126                     

Total Operating Expenses, excluding Depreciation 2,317,049$                 2,178,089$            (138,960)$                    2,434,666$          117,617$             

Total Direct Expenses 23,260,862$               22,460,362$          (800,500)$                    24,567,992$        1,307,130$           

Indirect Expenses -$                           -$                         -$                            -$                       -$                        

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

Total Expenses (B) 23,260,862$               22,460,362$          (800,500)$                    24,567,992$        1,307,130$           

Change in Net Assets (= A - B) (624,613)$                   175,888$               800,500$                     2,562,003$          3,186,615$           

Fixed Asset Additions, excluding Right of Use Assets (C)        390,000                      390,000                 -                                 217,500              (172,500)              

Allocation of Fixed Assets -$                              -$                         -$                                -$                       -$                        

Inc/(Dec) in Fixed Assets 390,000$                    390,000$               -$                                217,500$             (172,500)$            

Total Budget (= B + C) 23,650,862$               22,850,362$          (800,500)$                    24,785,492$        1,134,630$           

Change in Working Capital (= A - B - C) (1,014,613)$                (214,112)$              800,500$                     2,344,503$          3,359,115$           

FTEs 79.35                         79.35                    -                                 84.35                  5.00                    

2020 Budget and Projection, and 2021 Budget
STATUTORY
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Reliability Standards Program 

 

Program Scope and Functional Description 

ReliabilityFirst provides input to the NERC Reliability Standards development process to help 

ensure the Standards adequately mitigate the risks they are intended to address, particularly 

those risks facing the ReliabilityFirst footprint, as well as help identify, evaluate and promote the 

amendment of Reliability Standards to ensure their efficiency, efficacy and appropriateness. 

ReliabilityFirst may develop Regional Reliability Standards as necessary. Regional Reliability 

Standards must be developed in accordance with the ReliabilityFirst Reliability Standards 

Development Procedure and must be more stringent than a NERC Reliability Standard, 

addressing a regional matter that the NERC Reliability Standard does not, or a regional difference 

necessitated by a physical difference in the BES. 

ReliabilityFirst may also develop regional criteria, which are good utility practices used to enhance 

the reliability of the BES and may augment Reliability Standards.  Regional criteria are not 

Reliability Standards, and therefore are not enforceable. Regional criteria are developed in 

accordance with the ReliabilityFirst Reliability Standards Development Procedure.  

2021 Key Assumptions 

The Reliability Standards Program incorporates the regional specific strategic and operating 

objectives set forth in the ERO Enterprise Long Term Strategy.   

ReliabilityFirst previously reallocated the resources and expenses associated with the Reliability 

Standards Program to the Reliability and Risk and Compliance Monitoring Program, due to 

decreased activity in the Reliability Standards Program.  If any Reliability Standard or regional 

criteria needs to be developed, resources will be temporarily redeployed from the existing 

Reliability and Risk and Compliance Monitoring and Reliability Assessment and Performance 

Analysis Programs. 

2021 Key Deliverables 

• Review and provide feedback on potential reliability, security, resiliency, or efficiency 

concerns associated with existing NERC Reliability Standards and Reliability Standard 

Audit Worksheets and those under development. 

2020 Budget 2021 Budget

Increase                 

(Decrease)

Total FTEs 0.00 0.00 0.00

Direct Expenses -$                      -$                      -$                      

Indirect Expenses -$                      -$                      -$                      

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

Total Funding Requirement -$                      -$                      -$                      

Reliability Standards Program

   (in whole dollars)
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• Although none are anticipated, submit to NERC, and subsequently file with FERC any 

new Regional Reliability Standards that:  

o May be needed to support revised NERC Reliability Standards. 

o May address reliability gaps not currently covered by NERC Reliability Standards.  

• Although none are anticipated, submit to the ReliabilityFirst Board any new regional 

criteria that:  

o Address issues not within the scope of NERC Reliability Standards. 

o Promote more consistent implementation of a NERC Reliability Standard within 

the Region. 

• Initiate and coordinate revisions to Regional Reliability Standards or regional criteria in 

any stage of development to ALIGN with NERC and FERC requirements. 

o Support enhanced periodic reviews focused on conducting measured, in-depth 

reviews to further improve Reliability Standards. 

o Support ERO activities necessary to incorporate Regional Reliability Standards 

into continent-wide Standards. 

o Retire Regional Reliability Standards and regional criteria that are duplicative with 

NERC Reliability Standards or no longer needed for reliability. 

Resource Requirements 

• Personnel 

No personnel are budgeted in this year.  

• Contractors and Consultants 

No contractor or consultant support is budgeted in this year. 

 



Section A – Statutory Programs                 Compliance Monitoring and Enforcement, and  
                 Organization Registration and Certification Programs 

ReliabilityFirst 2021 Business Plan and Budget: Final Version 
Approved by Board of Directors on June 4, 2020  17 

Compliance Monitoring and Enforcement, and Organization 

Registration and Certification Program 

  

Program Scope and Functional Description 

The Compliance Monitoring and Enforcement (CMEP), and Organization Registration and 

Certification Program performs a variety of risk-based and dynamic activities to identify, 

communicate, and mitigate reliability, security and resiliency risks facing the ReliabilityFirst 

footprint. To achieve maximum effectiveness and consistency, ReliabilityFirst has delineated the 

responsibility to execute the Compliance Monitoring and Enforcement, and Organization 

Registration and Certification Program among three coordinated groups: Reliability and Risk, 

Compliance Monitoring, and Enforcement.   

The Reliability and Risk group performs activities to drive continuous improvement, assess risk, 

and scope compliance monitoring and enforcement activities in accordance with risk. These 

activities, discussed in further detail in the Reliability and Risk section, include: (1) conducting 

Inherent Risk Assessments and developing Compliance Oversight Plans to assess the risk posed 

by each entity and determine plan for compliance monitoring activities; (2) conducting Internal 

Controls Reviews and Management Practice Appraisals to drive continuous improvement and 

refine the scope of compliance monitoring activities based upon the maturity of the entity’s internal 

controls; (3) conducting industry training and education; (4) developing lessons learned and 

identifying key trends to share with the industry; (5) performing registration and certification 

activities; and (6) conducting risk assessments and supporting mitigation plan activities 

associated with noncompliances.  

The Compliance Monitoring group monitors compliance to the NERC Reliability Standards 

(Reliability Standards) across ReliabilityFirst’s registered owners, operators, and users of the BES 

through a variety of risk-based activities. These monitoring activities are key to reliability, as they 

ensure that entities have effective controls in place and are following the requirements of the 

Reliability Standards. These activities, discussed in further detail in the Compliance Monitoring 

section, include compliance audits, spot checks, self-certifications, investigations, assessing 

2020 Budget 2021 Budget

Total FTEs 45.00 50.00 5.00

Direct Expenses 11,792,057$       12,889,826$       

Indirect Expenses 4,870,703$         5,319,711$         

Inc(Dec) in Fixed Assets 283,163$            168,344$            

Total Funding Requirement 16,945,923$       18,377,880$       

1,097,769$     

449,008$       

(114,819)$      

1,431,957$     

Increase                 

(Decrease)

Compliance Monitoring, and Enforcement, and Organization Registration and 

Certification Program

   (in whole dollars)
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complaints, and assessing system events from a reliability and compliance perspective to identify 

and ensure the mitigation of potential risks.   

The Enforcement group is responsible for performing the delegated function to enforce, where 

necessary, compliance with the Reliability Standards.  These efforts, discussed in further detail in 

the Enforcement section, involve ensuring that the selected disposition method for any 

noncompliance is: (1) clearly communicated; (2) appropriately supported by the record in light of 

the risk posed by the noncompliance; and (3) promotes the desired entity behavior.  The 

Enforcement group focuses on understanding the risks behind each noncompliance and how to 

effectively mitigate those risks, as well as sending the appropriate message to the noncompliant 

entity and the broader regulated community (whether deterrent-driven for undesired behavior or 

incentive-driven for desired behavior). 

Major activities for the Reliability and Risk, Compliance Monitoring, and Enforcement groups 

include the continued implementation of the Risk-Based Compliance Monitoring and Enforcement 

Program, and efforts connected to continue updating and revisions to the CIP Standards.  These 

are joint ERO Enterprise level initiatives that benefit NERC, the Regional Entities, and the 

Registered Entities.   

A detailed Program Scope and Functional Description for the Reliability and Risk, Compliance 

Monitoring, and Enforcement groups, as well as the Key Assumptions and Deliverables for each 

of these groups, can be found in their respective sections below. 
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Reliability and Risk  

 

Program Scope and Functional Description 

The activities performed by the Reliability and Risk group include: Inherent Risk Assessments 

(identifying risks impacting an entity); Compliance Oversight Plans (creating a plan to monitor  

entity’s compliance with selected NERC Reliability Standards), Internal Controls Reviews 

(evaluating the effectiveness of entity internal controls around specific Standards and 

Requirements); Management Practice Appraisals (evaluating an entity’s capability and maturity 

level in key management practice areas); Assist Visits (tailored training centered on the needs of 

the entity), and Registration/Certification (processing registration requests and certify Balancing 

Authority, Transmission Operator and Reliability Coordinator entities).  The group’s activities also 

include mitigation plan acceptance, approval, and verification; processing and assessment of 

periodic data submittals; winter preparedness evaluations; risk-harm analysis of noncompliances 

and participating in the review of self-logged minimal risk issues; providing industry training; BES 

Definition Exception Process activities; and serving as a technical resource for the Corporation.  

2021 Key Assumptions 

The Reliability and Risk group incorporates the regional specific strategic and operating objectives 

set forth in the ERO Enterprise Long Term Strategy. The Reliability and Risk group also includes 

the following regional assumptions: 

1. Inherent Risk Assessment/Compliance Oversight Plans and Internal Controls Reviews 

activities are expected to become steady-state activities with the ongoing implementation 

of the Risk-Based Compliance Monitoring and Enforcement Program. These activities 

include completing Inherent Risk Assessments and Compliance Oversight Plans for all 

Registered Entities, implementing refinements to the Internal Controls Review process 

and conducting Internal Controls Reviews upon request by an entity, and ensuring that 

Compliance Oversight Plans address emerging risks to reliability and are tailored to the 

inherent risks posed by specific entities.  

2. The Multi-Regional Registered Entity (MRRE) process continued in 2020 and will continue 

maturing in 2021.  It is anticipated, taking into account ReliabilityFirst’s location and impact 

on the eastern interconnection, that ReliabilityFirst may be designated as the Lead Region 

2020 Budget 2021 Budget

Total FTEs 16.00 20.00 4.00

Direct Expenses 5,035,413$         5,462,331$         

Indirect Expenses 1,731,806$         2,127,884$         

Inc(Dec) in Fixed Assets 97,125$             67,337$             

Total Funding Requirement 6,864,343$         7,657,553$         

Reliability and Risk

   (in whole dollars)

Increase                 

(Decrease)

426,918$           

396,079$           

(29,787)$            

793,210$           
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for additional MRREs. The MRRE program will remain consistent and impact workload 

associated with coordinating inherent risk assessments, compliance monitoring, and 

enforcement processes under the MRRE process. 

3. In accordance with FERC’s Order approving NERC’s Risk-Based Registration Initiative, 

registration staff continues to participate in the NERC-led review panels described in the 

NERC Rules of Procedure, Appendix 5A, Section III.D.  

 

4. Assist Visits, Management Practice Appraisals, and Internal Controls Reviews will 

continue to take place to collaboratively assist an entity’s drive for continuous 

improvement and reliability excellence and its capability in key management practice and 

Internal Control areas. Demand remains high for Assist Visits in 2020, with a focus on the 

implementation of the CIP Standards and CIP related technology issues.  There has also 

been an increase in demand for Operations and Planning Assist Visits which should 

continue in 2021. The demand for Assist Visits, including requests for onsite Assist Visits 

at entity offices, is expected to continue and potentially expand in 2021.   

5. ReliabilityFirst has provided “Extended Assist Visits” in 2019 and 2020, to support entities 

who have experienced major challenges related to Reliability Standards compliance or 

program implementation. These Extended Assist Visits require resource commitments 

beyond a normal Assist Visit, and can consist of multiple meetings and visits to the entity 

spread over the course of six to twelve months.  These Extended Assist Visits are 

expected to continue in 2021. 

6. There will be an effort to ensure that a specific risk targeted by a particular Reliability 

Standard is being adequately addressed (i.e., whether the Reliability Standard as written, 

monitored and enforced for compliance, is effectively mitigating the identified risk.)  

7. Work with NERC will continue on the development of educational materials for Registered 

Entities regarding the Compliance Monitoring and Enforcement Program, Registration, 

and new and revised Reliability Standards.   

8. There will be continued ERO Enterprise-wide collaboration and implementation of 

consistent risk-based compliance monitoring and enforcement practices and tools. In 

particular, ReliabilityFirst staff resources will be allocated to continue the development, 

design, testing, training, and implementation of the new ERO Enterprise ALIGN Tool. 

2021 Key Deliverables 

• Process all registration requests.  

• Process BES Exception Requests submittals and NERC-Led Review Panels. 

• Provide technical assessment of periodic data submittals. 

• Provide technical subject matter expertise and support for compliance monitoring and 

enforcement activities, regional outreach activities, and other initiatives as identified within 

ReliabilityFirst and/or the ERO. 
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• Support the development and integration of advanced analytical capabilities for identifying 

and determining reliability risks, and conducting various risk assessments (i.e. Regional 

Risk Assessments, Inherent Risk Assessments/Compliance Oversight Plans, Risk-Harm 

Assessments, and explorative Probabilistic Risk Assessment).  

• Support ERO Enterprise-wide data collection and analysis efforts. 

• Participate in the annual Winter Preparedness program designed to help ensure the 

readiness of generating units to perform during extreme cold weather. 

• Support the ongoing implementation of the Risk-Based Compliance Monitoring and 

Enforcement Program, with a focus on the ongoing assessment of ReliabilityFirst Regional 

Risk Elements, and maturation of the Inherent Risk Assessment/Compliance Oversight 

Plans and Internal Controls Evaluation processes. 

• Support development of the annual CMEP implementation Plan with a focus on ERO Risk 

Elements and alignment of Areas of Focus. 

• Perform Inherent Risk Assessments/Compliance Oversight Plans of entities in alignment 

with the ERO Guide for Compliance Monitoring, to identify inherent risks of an entity and 

develop a plan to monitor entity’s compliance with selected NERC Reliability Standards 

based off their inherent risk and performance. 

• Conduct risk-harm assessments and develop associated risk statements for all possible 

noncompliances to assess the potential risk posed by each noncompliance and inform the 

proper enforcement action(s).  

• Perform mitigation plan activities in an effort to return entities to compliance and prevent 

reoccurrence by: 

o Reviewing proposed mitigation plans and accepting those that contain appropriate 

corrective and preventative actions. 

o Communicating with Enforcement and the entity throughout the mitigation plan 

review process to ensure defined corrective and preventative actions will mitigate 

the noncompliance. 

o Verifying mitigation plan completion through the evaluation of evidence provided 

by the entity to demonstrate that agreed-to actions have been implemented 

according to established milestones. 

o Conducting outreach activities to help entities move beyond baseline compliance. 

• Perform reviews of self-logged noncompliances, submitted quarterly by entities granted 

logging privileges, to assess the noncompliances and their associated risk determinations 

and mitigating activities.   

• Support the development, training, and outreach for entities to continue successful 

transition to the new and or revised versions of the CIP Standards.  

• Perform Assist Visits and Extended Assist Visits.  
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• Plan, facilitate and support regional workshops. 

• Support monthly “open” reliability and compliance calls to educate entities on reliability 

and compliance topics. 

• Perform Management Practice Appraisals as requested by entities. 

• Using inherent risk assessment and Regional Risk Assessment results, analyze and 

perform outreach for identified risks related to specific entities or groups of entities. 

• Assist entities in the evaluation of internal controls, organizational maturity, and cyber 

resilience via ReliabilityFirst developed self-assessment tools and processes.  

• Assist NERC with the coordination, planning, delivery, and management of training and 

outreach activities across the ERO Enterprise in concert with Region-specific training and 

outreach activities.  

• Participate in the ERO Enterprise staff learning development process through the ERO 

working groups and functional area program leaders.  

• Continue the development and implementation of resiliency, risk, and interdependency 

projects and initiatives.  

Resource Requirements 

• Personnel 

As noted above in the 2021 Key Assumptions, the demand for Assist Visits and Extended 

Assist Visits is expected to continue and potentially expand in 2021.  Additionally, the 

MRRE process expanded again in 2020 and is expected to continue maturing in 2021. 

Coordination and workload associated with administering the program has increased in 

the Inherent Risk Assessments area under the MRRE process.  

ReliablityFirst is not proposing additional FTEs at this time, but will continue to monitor this 

area. 

• Contractors and Consultants 

Contractor and consultant support is budgeted to assist with continuous improvement 

initiatives aimed at helping entities achieve excellence in reliability, risk identification, 

security, and resiliency. 
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Reliability and Risk Budget Detail 

The following table shows funding sources and related expenses for the Reliability and Risk 

section of the 2021 Business Plan and Budget. Explanations of variances by expense category 

are included with the Supplemental Financial Tables found in Section B.  

  

Variance Variance

2020 Projection 2020 Budget

2020 2020 v 2020 Budget 2021 v 2021 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding

ReliabilityFirstFunding

ERO Assessments 6,783,161$    6,783,161$     -$                     6,306,159$        (477,002)$            

Penalty Sanctions 68,403          68,403           -                       1,335,913         1,267,510            

Total ReliabilityFirst Funding 6,851,564$    6,851,564$     -$                     7,642,073$        790,509$             

Membership Dues -$                 -$                  -$                     -$                     -$                        

Interest & Investment Income 12,779          15,176           2,397                15,480              2,701                   

Miscellaneous Income -                   -                    -                       -                       -                          

Total Funding (A) 6,864,343      6,866,740       2,397                7,657,553         793,210               

Expenses

Personnel Expenses

Salaries 3,340,132$    3,365,766$     25,634$            3,721,390$        381,258$             

Payroll Taxes 200,370         211,499         11,129              229,341            28,971                 

Benefits 511,739         421,874         (89,865)             489,951            (21,788)                

Retirement Costs 513,126         500,029         (13,097)             572,344            59,218                 

Total Personnel Expenses 4,565,367$    4,499,168$     (66,199)$           5,013,026$        447,659$             

Meeting Expenses

Meetings & Conference Calls 11,200$         4,356$           (6,844)$             9,600$              (1,600)$                

Travel 182,995         74,571           (108,424)           152,000            (30,995)                

Total Meeting Expenses 194,195$       78,927$         (115,268)$          161,600$          (32,595)$              

Operating Expenses, excluding Depreciation

Operating EConsultants & Contracts 30,000$         4,000$           (26,000)$           10,000$            (20,000)$              

Office Rent -                   -                    -                       -                       -                          

Office Costs 245,851         245,851         -                       277,705            31,854                 

Professional Services -                   -                    -                       -                       -                          

Miscellaneous -                   -                    -                       -                       -                          

Total Operating Expenses, excluding Depreciation 275,851$       249,851$        (26,000)$           287,705$          11,854$               

Total Direct Expenses 5,035,413$    4,827,946$     (207,467)$          5,462,331$        426,918$             

Indirect Expenses 1,731,806$    2,042,850$     311,044$           2,127,884$        396,079$             

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

Total Expenses (B) 6,767,219$    6,870,796$     103,577$           7,590,215$        822,997$             

Change in Net Assets (= A - B) 97,125$         (4,056)$          (101,180)$          67,337$            (29,787)$              

Fixed Asset Additions, excluding Right of Use Assets (C)        -                   -                    -                       -                       -                          

Allocation of Fixed Assets 97,125$         115,335$        18,211              67,337$            (29,787)$              

Inc/(Dec) in Fixed Assets 97,125$         115,335$        18,211$            67,337$            (29,787)$              

Total Budget (= B + C) 6,864,343$    6,986,131$     121,788$           7,657,553$        793,210$             

Change in Working Capital (= A - B - C) -$                 (119,391)$       (119,391)$          -$                     0$                       

FTEs 16.00            19.00             3.00                  20.00                4.00                    

2020 Budget and Projection, and 2021 Budget
Reliability and Risk
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Compliance Monitoring 

Program Scope and Functional Description 

The activities performed by the Compliance Monitoring group to monitor and help ensure the 

reliability, security, and resiliency of the BES include: Operations and Planning (O&P) and Critical 

Infrastructure Protection (CIP) audits; self-certifications; investigations; spot checks; assessing 

complaints; assessing entity internal controls as part of each engagement; evaluating system 

events from a reliability and compliance perspective to identify and ensure mitigation of potential 

risks; assisting in the review, approval, and verification of mitigation plans for noncompliances 

identified during compliance monitoring activities; and managing Technical Feasibility Exceptions 

(TFEs). The group also serves as industry subject matter experts and technical resources for the 

Corporation. 

2021 Key Assumptions 

The Compliance Monitoring group incorporates the regional specific strategic and operating 

objectives set forth in the ERO Enterprise Long Term Strategy.  The Compliance Monitoring group 

also includes the following regional assumptions: 

1. Assure reliability by monitoring compliance to the Reliability Standards through CMEP 

processes (e.g., audits, spot checks), using a risk-based approach, ensuring that all 

activities are completed per the established process and timelines. 

2. Pursuant to the risk-based Compliance Monitoring and Enforcement Program, all entities 

will have an Inherent Risk Assessment completed to determine their Compliance 

Oversight Plans and the scope of their engagements.  As required by the NERC Rules of 

Procedure, Balancing Authority, Transmission Operator, and Reliability Coordinator audits 

will continue to occur on a three year cycle.  For all other entities, ReliabilityFirst will 

evaluate the entity’s Inherent Risk Assessment results and Compliance Oversight Plan to 

identify entity risks and develop its planned monitoring schedule and oversight approach.   

3. NERC has instructed all the Regional Entities to perform evaluations of internal controls 

as part of the compliance monitoring engagement process.  This will add time to the 

monitoring process and increase workload.  

2020 Budget 2021 Budget

Increase                 

(Decrease)

Total FTEs 29.00 30.00 1.00

Direct Expenses 6,756,644$         7,427,495$         670,851$            

Indirect Expenses 3,138,897$         3,191,826$         52,929$             

Inc(Dec) in Fixed Assets 186,038$            101,006$            (85,032)$            

Total Funding Requirement 10,081,580$       10,720,328$       638,748$            

Compliance Monitoring and Enforcement

   (in whole dollars)
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4. The implementation of the entity Compliance Oversight Plans has resulted in (and is 

expected to continue to result in) more frequent touch points across each calendar year, 

and increased workload. 

5. ReliabilityFirst and NERC will continue to collaborate and define ongoing training needs, 

priorities, and implementation schedules for the compliance staff.  Through NERC training 

and other available training courses, ReliabilityFirst will provide the necessary training to 

continue to provide a credible, skilled, competent, and respected compliance monitoring 

staff. 

6. Staff will continue to collaborate with NERC as it develops an ERO Enterprise-wide audit 

management tool.   

7. With the CIP Standards being revised, the ERO Enterprise continues to evaluate: 

a. Whether the approved and ongoing changes  in the CIP area will materially 

change the amount of rigor and time Regional Entities will need to spend on 

compliance monitoring activities for entities with High, Medium, and Low  BES 

Assets, and BES Cyber Systems, including whether field visits will be required; and 

b. Whether material changes or additions will be required by the Regional Entity and 

NERC outreach efforts to communicate requirements to these entities. 

Results of this evaluation may impact the audit scope, regional resource requirements, 

and expectations that will need to be factored into future resource recommendations for 

the budget. 

8. The continued increased complexity of the O&P and CIP Standards, and the substantial 

increase of assets within scope for the CIP Standards has increased the workload for 

auditors.  Moreover, the time required to complete audit reviews often includes site and 

field visits, based on the scope of the audit and whether initial evidence provided is 

sufficient to substantiate that an entity is compliant.  This has increased the time 

required for audits, and has added workload in the Monitoring area that is expected to 

continue.   

The ongoing revisions of the CIP Standards and technical nature of the O&P standards 

have also resulted in an additional workload to provide outreach and training to entities. 

Entity outreach is expected to be an ongoing need, given the increasing complexity and 

continually evolving nature of cybersecurity and the Standards. 

2021 Key Deliverables 

• Manage all compliance monitoring activities in a risk-based, fair, and consistent manner, 

affording all entities appropriate due process. 

• Perform Internal Controls Evaluations as part of the compliance monitoring engagement 

process. 
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• Conduct thorough and professional compliance audits consistently with all Regions 

through the incorporation of the Auditor Handbook and Checklist.  Audit teams will consist 

of staff supplemented, when necessary, by independent contractors.   

• Prepare and distribute compliance monitoring reports to NERC and Registered Entities. 

• Ensure all auditors receive adequate training, meet all NERC auditor training 

requirements, and keep abreast of new and emerging technologies. 

• Provide efficiencies in compliance monitoring processes through continued auditor 

training, development and enhancement of auditor tools, and continuous improvements. 

•  Monitoring Staff will support ERO and regional outreach  and training efforts including the 

CIP Small Group Advisory Sessions, ReliabilityFirst Workshops (e.g. additional targeted 

workshops), CIP Focus Group Sessions, and CIP and O&P -related Assist Visits  

• CIP audits will be performed as separate audits from Operations/Planning audits unless 

agreed to otherwise between ReliabilityFirst and the audited entity. The number of CIP 

audits targeted for 2021 is defined below:  

o 15 CIP audits of entities. These audits will be conducted on larger entities with 

High, Medium, and Low impact BES Cyber Systems. 

o CIP Self-Certifications of entities with only Low impact BES Cyber Systems 

(approximately 20 per year) will be performed in 2021.   

• The number of Operations/Planning engagements planned for 2021 is defined below and 

will be based on the entity’s Inherent Risk Assessment, Compliance Oversight Plan and 

risk the entity poses to the BES. 

o 8 on-site audits of entities.  

o 50 other engagements of entities based upon the Compliance Oversight Plans 

which include either off-site audits, Spot Checks, or Self-Certifications based upon 

their Inherent Risk Assessment.  

• Spot Checks and Self-Certifications will be used: (1) to assess performance to selected 

Reliability Standards when a full audit is not warranted; (2) as an alternate means of 

monitoring lower risk entities; and (3) on an as-needed basis to address identified risks.  

Guidance on when a Spot Check or Self-Certification may be appropriate is outlined in 

the annual CMEP Implementation Plan and will be augmented by ReliabilityFirst’s 

Regional Risk Assessment, Inherent Risk Assessments, and results from compliance 

monitoring activities that identify emerging risks.  Spot Checks and Self-Certifications 

may also be used to confirm prior self-certifications, self-reports, and the status of 

mitigation plans or agreed-to mitigation activities associated with settlement agreements.  

• Support NERC in continuing training and outreach for Registered Entities to successfully 

implement revisions to the CIP standards and Operations/Planning standards. 

• Utilizing the results of the Inherent Risk Assessments and Regional Risk Assessment, 

lead development of the risk based annual CMEP implementation Plan in coordination 

with cross-functional groups. 
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• Complete Compliance Assessment Reviews of system events according to the 

ReliabilityFirst Compliance Assessment process, to determine if reliability issues 

associated with the system event require the initiation of a compliance monitoring process; 

performance of mitigation activities by involved entities; and/or industry outreach and 

education. 

Resource Requirements 

• Personnel 

As discussed above in the 2021 Key Assumptions, the workload in the O&P and CIP 

monitoring area has continually increased and is expected to continue increasing.  One 

additional FTE will be required in 2021 and ReliabilityFirst will continue to evaluate the 

need for additional future resources. This is driven by various factors, including the 

expanded CIP scope for entities with only Low Impact BES Cyber Systems, and the fact 

that more Compliance Oversight Plans also include Spot Checks or Self-Certifications. 

Compliance monitoring teams now perform Internal Controls Reviews as part of the 

compliance monitoring engagement process, which has added time and workload to 

engagements.   Additionally, the MRRE program results in additional coordination and 

time to perform engagements. All of these along with the enhanced security features 

included with the new ERO CMEP tool, may require additional hours for the audit teams 

to complete their work. 

• Contractors and Consultants 

Contractor and consultant support is budgeted in 2021 to temporarily supplement staff in 

the event workload exceeds available resources. Contractor and consultant support is 

also budgeted to assist with continuous improvement initiatives aimed at helping entities 

achieve excellence in reliability, risk identification, security, and resiliency.  
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Enforcement  

Program Scope and Functional Description 

The Enforcement group performs ReliabilityFirst’s delegated function to enforce compliance with 

the Reliability Standards. This effort involves ensuring that the selected disposition method for 

any noncompliance is consistent with the risk posed by the noncompliance; is adequately 

supported by the record; and promotes desired entity behaviors to enhance reliability.   

In the event that a noncompliance is enforced, Enforcement staff is responsible for (1) drafting 

and negotiating with entities all necessary disposition documents; (2) ensuring all requisite notices 

are timely issued; (3) post-filing support and advocacy with NERC and FERC; (4) ensuring that 

the record and related disposition documents comply with all applicable FERC orders, rules, and 

regulations, NERC ROP, guidance, and ERO-wide program documents, and internal policies and 

procedures (collectively, “applicable orders, rules, and procedures”); and (5) participating in 

hearings where necessary.  In the event that a noncompliance is not enforced (e.g., compliance 

exception or dismissal), Enforcement staff is responsible for (1) drafting all necessary internal 

disposition reports and external disposition documents and notices; (2) ensuring all requisite 

notices are timely issued; (3) post-filing support and advocacy with NERC and FERC; and (4) 

ensuring that the record and related disposition documents comply with all applicable orders, 

rules, and procedures.   

For continuity and stakeholder convenience, Enforcement staff serve as a single point of contact 

for entities for noncompliance-related communications, including answering entity questions and 

providing regular updates on disposition matters. The Enforcement staff is heavily involved in 

external outreach to help entities understand potential noncompliance trends and themes that 

may be early indicators of programmatic or systemic challenges.  The Enforcement staff also 

partners with the Risk Analysis and Mitigation staff to provide targeted training to entities focusing 

on quality self-reporting and mitigation strategies.  

ReliabilityFirst frequently serves as the lead Region in resolving multi-regional enforcement 

actions for designated MRREs.  Consequently, Enforcement staff devotes substantial resources 

to coordinate the enforcement work of various Regions, obtain consensus on a myriad of issues, 

and negotiate acceptable resolutions. 

Enforcement staff regularly works with FERC, NERC, the other Regions, and industry to shape 

risk-based, effective enforcement policies that drive desired entity behavior.  This work includes 

drafting, or supporting the drafting, of ERO-wide enforcement program documents and 

enforcement related regulatory filings, presenting and training on enforcement programs in 

various forums, and monitoring and managing enforcement metrics in support of NERC’s strategic 

Plan and Oversight Program.  Enforcement staff also works with NERC and the other Regions to 

promote and otherwise ensure collaboration and implementation of consistent enforcement 

practices focused on higher reliability risks. 
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2021 Key Assumptions 

The Enforcement group incorporates the regional specific strategic and operating objectives set 

forth in the ERO Enterprise Long Term Strategy.  It also includes the following regional 

assumptions: 

1. The number of CIP noncompliances may continue to increase, or at least remain steady, 

due to implementation of the CIP V5 Standards and certain Operations and Planning 

Standards, which increased the scope of assets covered and frequency of activities 

required relating to an entity’s assets.  

2. ReliabilityFirst will implement and utilize the new ERO tools for CMEP activities, including 

ALIGN and related platforms for exchanging entities’ most sensitive information.  Mostly 

due to increased security measures, these tools may increase the amount of 

administrative work for our enforcement case managers, compared to current tools and 

processes..   

3. ReliabilityFirst anticipates that the majority of noncompliances will continue to trend as 

minimal or moderate risk; however the complexity of processing these noncompliances 

may continue to increase as entities’ compliance history grows and technology continues 

to evolve and advance.  

4. Complex, higher-risk noncompliances disposed as Settlement Agreements will require 

approximately 50% of Enforcement resources. These matters often involve more complex 

mitigation, increased regional interaction with the entities, and additional analysis and 

advocacy regarding penalties and sanctions.   

5. The Find Fix and Track (FFT) disposition method will be used for some moderate and 

minimal risk issues. It will continue to be used less often in favor of the Compliance 

Exception disposition method, which will be used for qualified minimal risk 

noncompliances. 

6. Enforcement staff will spend significant time ensuring adequate records are created for all 

issues, including minimal risk issues. The expenditure of this time will be driven by 

anticipated receipt of minimal risk issues for the CIP V5 Standards, as well as increased 

participation in the self-logging program and case-by-case compliance exception 

mechanisms. 

7. Recent activity relating to Freedom of Information Act requests will continue to affect the 

processing times for all noncompliance through permanent process changes that add 

additional processing time for each noncompliance (including noncompliance of all risk 

levels) as well as through additional work required on a case-by-case basis. 

8. ReliabilityFirst will frequently serve as the lead Region for MRREs and will continue to 

support other Regions when ReliabilityFirst is the affected Region.  The disposition of 

MRRE noncompliances takes additional time to coordinate dispositions, review mitigation, 

and negotiate acceptable solutions with Affected Regions. 
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9. Enforcement staff will work with FERC, NERC, the other Regions, and the industry to 

shape effective and risk-based enforcement policies that drive desired behavior and 

ensure consistency. 

10. The number of hearings to be conducted is unknown, and therefore no internal or external 

resources have been budgeted for hearings. 

11. Enforcement staff will provide outreach to industry through internal support of functional 

initiatives (e.g., Inherent Risk Assessments and the Regional Risk Assessments); 

workshop presentations and participation in panel discussions; webinars; targeted entity 

training; identification and sharing of lessons learned; and contributions to the RF 

newsletter. 

2021 Key Deliverables 

• Continue to focus on resolving enforcement actions in a thoughtful, risk-based, reliability 

focused manner. 

• Ensure that the use of discretion in Enforcement is internally documented, repeatable, and 

consistent with NERC directives and FERC orders, rules, and regulations.  

• Conduct initial fact and circumstance reviews of noncompliances and communicate with 

the entity through each step of the enforcement process. 

• Continue to work to refine the risk-harm assessment process, a key input into enforcement 

decision-making. 

• Continue to increase efficiency, through process improvements, in dispositioning 

enforcement actions and preparing related documentation.   

• Continue to work with NERC and the other Regions to shape a well-reasoned 

Enforcement philosophy that results in risk-based, uniform, repeatable, transparent, and 

reliability-focused approaches. 

• Use knowledge obtained in the context of Inherent Risk Assessments and other 

evaluations to assure informed decision-making. 

• Draft and negotiate with entities all necessary disposition documents. 

• Ensure all requisite notices are timely issued, and provide post-filing support and 

advocacy with NERC and FERC. 

• Ensuring that the record of a noncompliance and the related disposition documents 

comply with all applicable orders, rules, and procedures.   
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Resource Requirements 

• Personnel 

As described in the Assumptions section, the workload for Enforcement has increased 

since the implementation of CIP version 5, and with the revision and implementation of 

certain Operations and Planning Standards.  Enforcement works to enforce complex 

noncompliances while remaining an accessible single point of contact for our Registered 

Entities. The complexities of our entities and the nature of our industry continue to evolve, 

requiring more in-depth analysis to appropriately dispose of noncompliances.  Additionally, 

the quality of risk communication, deeper understanding of our Registered Entities risk 

profiles, and our ability to identify trends, share lessons learned and proactively target and 

train entities based on risk and compliance history are necessary to the Enforcement 

department’s effectiveness.    Under the MRRE program, the Enforcement department 

serves as the Lead Regional Entity for many registered entities and their subsidiaries.  The 

MRRE Program and efforts to increase transparency and consistency across the Regions 

has also resulted in additional workload.   

Additionally, processing time for individual noncompliance will likely increase as a result 

of new platforms for managing CMEP activities and exchanging related information with 

entities.   

ReliabilityFirst is not proposing the addition of FTEs at this time, but will continue to monitor 

this area. 

• Contractors and Consultants 

No contractor and consultant support is budgeted in this year. 
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Compliance Monitoring and Enforcement Budget Detail 

The following table shows funding sources and related expenses for the Compliance Monitoring 

and Enforcement section of the 2021 Business Plan and Budget. Explanations of variances by 

expense category are included with the Supplemental Financial Tables found in Section B. 

 

 

Variance Variance

2020 Projection 2020 Budget

2020 2020 v 2020 Budget 2021 v 2021 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding

ReliabilityFirstFunding

ERO Assessments 9,934,437$      9,934,437$      -$                     8,693,238$        (1,241,199)$          

Penalty Sanctions 123,980          123,980          -                       2,003,870         1,879,890            

Total ReliabilityFirst Funding 10,058,417$    10,058,417$    -$                     10,697,108$      638,691$             

Membership Dues -$                   -$                   -$                     -$                     -$                        

Interest & Investment Income 23,163            22,364            (799)                  23,220              57                       

Miscellaneous Income -                     -                     -                       -                       -                          

Total Funding (A) 10,081,580      10,080,781      (799)                  10,720,328        638,748               

Expenses

Personnel Expenses

Salaries 4,576,754$      4,731,941$      155,187$           5,128,355$        551,601$             

Payroll Taxes 293,036          320,462          27,426              330,787            37,751                 

Benefits 793,439          679,534          (113,905)           773,137            (20,302)                

Retirement Costs 709,810          705,041          (4,769)               789,805            79,995                 

Total Personnel Expenses 6,373,039$      6,436,978$      63,939$            7,022,084$        649,045$             

Meeting Expenses

Meetings & Conference Calls 13,500$          4,050$            (9,450)$             9,825$              (3,675)$                

Travel 245,124          65,481            (179,643)           226,000            (19,124)                

Total Meeting Expenses 258,624$         69,531$          (189,093)$          235,825$          (22,799)$              

Operating Expenses, excluding Depreciation

Operating EConsultants & Contracts 60,000$          30,000$          (30,000)$           70,000$            10,000$               

Office Rent -                     -                     -                       -                       -                          

Office Costs 62,281            62,281            -                       92,186              29,905                 

Professional Services -                     -                     -                       -                       -                          

Miscellaneous 2,700              1,000              (1,700)               7,400                4,700                   

Total Operating Expenses, excluding Depreciation 124,981$         93,281$          (31,700)$           169,586$          44,605$               

Total Direct Expenses 6,756,644$      6,599,790$      (156,854)$          7,427,495$        670,851$             

Indirect Expenses 3,138,897$      3,010,516$      (128,382)$          3,191,826$        52,929$               

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

Total Expenses (B) 9,895,541$      9,610,306$      (285,236)$          10,619,321$      723,780$             

Change in Net Assets (= A - B) 186,038$         470,475$         284,437$           101,006$          (85,032)$              

Fixed Asset Additions, excluding Right of Use Assets (C)        10,000            10,000            -                       -                       (10,000)                

Allocation of Fixed Assets 176,038$         169,968$         (6,070)               101,006$          (75,032)$              

Inc/(Dec) in Fixed Assets 186,038$         179,968$         (6,070)$             101,006$          (85,032)$              

Total Budget (= B + C) 10,081,580$    9,790,274$      (291,306)$          10,720,328$      638,748$             

Change in Working Capital (= A - B - C) -$                   290,507$         290,507$           -$                     (0)$                      

FTEs 29.00              28.00              (1.00)                 30.00                1.00                    

2020 Budget and Projection, and 2021 Budget
Compliance Monitoring and Enforcement
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Reliability Assessment and Performance Analysis Program 

 

Program Scope and Functional Description 

ReliabilityFirst’s Reliability Assessment and Performance Analysis (RAPA) program 

independently analyzes, assesses, and reports on the reliability and adequacy of the BES within 

the ReliabilityFirst footprint. The RAPA program helps identify and assess risks across the region, 

and its deliverables are a major contributor to the risk-based efforts of the entire organization.  

This work includes the performance of resource and transmission assessment studies; special 

analyses and investigations as warranted; and the collection and dissemination of data, lessons 

learned, and other information.  The RAPA program provides resources and data input for the 

technical analyses and support of the many risk-based activities described in the Reliability and 

Risk and Compliance Monitoring sections.  The RAPA program also facilitates four of the technical 

stakeholder committees and three communities of practice. 

2021 Key Assumptions 

The Reliability Assessment and Performance Analysis Program incorporates the regional specific 

strategic and operating objectives set forth in the ERO Enterprise Long Term Strategy.  

There are no additional assumptions unique to the Reliability Assessment and Performance 

Program. 

2021 Key Deliverables 

• Assessments of Reliability Performance 

o Perform seasonal (summer and winter) risk analyses of the projected resource 

adequacy for PJM Interconnection, LLC (PJM) and Midcontinent Independent 

System Operator (MISO), the two Regional Transmission Organizations (RTO) 

that operate within ReliabilityFirst.  As part of these risk analyses, produce 

seasonal RTO “waterfall” risk charts depicting the range of available capacity 

reserves for the forecasted normal (50/50) and extreme (90/10) seasonal peak 

demand levels, and historical long-term forecast and demand charts.  

2020 Budget 2021 Budget

Increase                 

(Decrease)

Total FTEs 6.60 6.60 0.00

Direct Expenses 2,004,860$         2,243,430$         238,570$            

Indirect Expenses 714,370$            702,202$            (12,168)$            

Inc(Dec) in Fixed Assets 40,064$             22,221$             (17,843)$            

Total Funding Requirement 2,759,294$         2,967,853$         208,559$            

Reliability Assessments and Performance Analysis Program

   (in whole dollars)
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o Perform seasonal (summer and winter), near-term (typically five years into the 

future), and extreme transmission assessment studies, and produce reports on 

these transmission assessment studies. 

o Collect data and produce assessment reports for the NERC Reliability Assessment 

Subcommittee's seasonal, special assessment, and long-term reports. 

o Provide technical support for the ERO Enterprise’s expanded and enhanced 

system studies and help perform analyses as needed. 

o Work with neighboring Regional Entities within the Eastern Interconnection 

Reliability Assessment Group (ERAG) to perform Eastern Interconnection 

assessment studies and produce reports.  

o Update power flow base case models as needed for regional study efforts.  

• Reporting Requirements 

o Assist NERC in the verification and validation of data for the Transmission 

Availability Data System (TADS), Generator Availability Data System (GADS), 

Demand Response Availability Data System (DADS), and the Misoperation 

Information Data Analysis System (MIDAS). All these systems can be used for 

data analytics across the ERO Enterprise.   

• Other Requirements and Activities 

o Publish lessons learned that are developed from misoperation reporting and other 

sources.   

o Continue to participate in the Eastern Interconnection Reliability Assessment 

Group (ERAG) and the Multiregional Modeling Working Group (MMWG). 

o Analyze protective relay misoperation information and track corrective action 

plans, as reported in the NERC MIDAS system. Facilitate a peer review process 

of this data via the ReliabilityFirst Protection Subcommittee. 

o Review under-frequency load shed (UFLS) and under-voltage load shed (UVLS) 

information. 

o Develop and maintain a linear contingency database for transmission assessment 

studies. 

o In support of the ERO Enterprise, actively participate (and in some cases serve in 

leadership roles) in NERC committees, subcommittees, task forces, and other 

technical groups, such as the Reliability Assessment Subcommittee, Performance 

Analysis Subcommittee, and associated subgroups, as well as the ERO-RAPA 

Steering Group.   

o Continue to support stakeholder participation and interaction through various 

regional technical groups, including the Reliability Committee (a technical advisory 

body to the ReliabilityFirst Board of Directors) and its subcommittees and task 

forces.  Facilitate three stakeholder communities of practice.  
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o Provide the various regional technical groups with information and knowledge to 

help entities improve human performance. Conduct a human performance 

workshop and facilitate a community of excellence.  

o Provide Registered Entities with tailored training and interaction through recurring 

workshops (such as the Protection Workshop for Technical Personnel and training 

for the Protection Subcommittee by a vendor). 

o Provide knowledge, techniques, and data input in support of ReliabilityFirst’s risk-

based activities, including the Inherent Risk Assessments and Regional Risk 

Assessment efforts. 

Resource Requirements 

• Personnel 

There is no change in FTEs in this group for 2021.   

• Contractors and Consultants 

Contractor and consulting support is budgeted to support:  

o ERAG steady state and dynamic base case model assembly through the 

Multiregional Modeling Working Group (MMWG) processes.   

o ERAG reviews of Planning Coordinator assessments. 

o ERAG assessment studies. 

The total cost of ERAG contractor and consulting support is shared across all four 

Regional Entities in the Eastern Interconnection. 

Contractor and consultant support is also budgeted to assist with continuous 

improvement initiatives aimed at helping entities achieve excellence in reliability, risk 

identification, security, and resiliency. 
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Reliability Assessment and Performance Analysis Program Budget Detail 

The following table lists funding sources and related expenses for the Reliability Assessment and 

Performance Analysis section of the 2021 Business Plan and Budget. Explanations of variances 

by expense category are included with the Supplemental Financial Tables found in Section B.  

Variance Variance

2020 Projection 2020 Budget

2020 2020 v 2020 Budget 2021 v 2021 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding

ReliabilityFirstFunding

ERO Assessments 2,725,807$      2,725,807$      -$                     2,521,893$        (203,914)$            

Penalty Sanctions 28,216            28,216            -                       440,851            412,635               

Total ReliabilityFirst Funding 2,754,023$      2,754,023$      -$                     2,962,745$        208,722$             

Membership Dues -$                   -$                   -$                     -$                     -$                        

Interest & Investment Income 5,272              6,070              798                   5,108                (164)                    

Miscellaneous Income -                     -                     -                       -                       -                          

Total Funding (A) 2,759,295        2,760,093        798                   2,967,853          208,558               

Expenses

Personnel Expenses

Salaries 1,293,433$      1,468,544$      175,111$           1,495,220$        201,787$             

Payroll Taxes 76,570            84,118            7,548                90,895              14,325                 

Benefits 148,821          145,418          (3,403)               162,238            13,417                 

Retirement Costs 204,432          221,083          16,651              228,591            24,159                 

Total Personnel Expenses 1,723,256$      1,919,163$      195,907$           1,976,944$        253,688$             

Meeting Expenses

Meetings & Conference Calls 8,500$            3,924$            (4,576)$             8,000$              (500)$                   

Travel 105,000          31,394            (73,606)             95,000              (10,000)                

Total Meeting Expenses 113,500$         35,318$          (78,182)$            103,000$           (10,500)$              

Operating Expenses, excluding Depreciation

Operating EConsultants & Contracts 126,340$         89,340$          (37,000)$            116,624$           (9,716)$                

Office Rent -                     -                     -                       -                       -                          

Office Costs 41,564            41,564            -                       46,862              5,298                   

Professional Services -                     -                     -                       -                       -                          

Miscellaneous 200                 200                 -                       -                       (200)                    

Total Operating Expenses, excluding Depreciation 168,104$         131,104$         (37,000)$            163,486$           (4,618)$                

Total Direct Expenses 2,004,860$      2,085,585$      80,725$             2,243,430$        238,570$             

Indirect Expenses 714,370$         817,140$         102,770$           702,202$           (12,168)$              

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

Total Expenses (B) 2,719,231$      2,902,725$      183,495$           2,945,632$        226,402$             

Change in Net Assets (= A - B) 40,064$          (142,632)$        (182,697)$          22,221$            (17,844)$              

Fixed Asset Additions, excluding Right of Use Assets (C)        -                     -                     -                       -                       -                          

Allocation of Fixed Assets 40,064$          46,134$          6,070                22,221$            (17,843)$              

Inc/(Dec) in Fixed Assets 40,064$          46,134$          6,070$              22,221$            (17,843)$              

Total Budget (= B + C) 2,759,295$      2,948,859$      189,565$           2,967,853$        208,559$             

Change in Working Capital (= A - B - C) -$                   (188,766)$        (188,766)$          -$                     -$                        

FTEs 6.60                7.60                1.00                  6.60                  -                          

2020 Budget and Projection, and 2021 Budget
Reliability Assessment and Performance Analysis



Section A – Statutory Programs                        Training, Education, and Operator Certification Program 

ReliabilityFirst 2021 Business Plan and Budget: Final Version 
Approved by Board of Directors on June 4, 2020  37 

Training, Education, and Operator Certification Program 

 

Program Scope and Functional Description 

Effective training and outreach is critical to leverage and advance industry practices surrounding 

risk identification, mitigation, and prevention.  The ReliabilityFirst Training and Education Program 

focuses on providing relevant training to entities operating in the ReliabilityFirst region.  

ReliabilityFirst’s training is structured to provide timely information in a concise format to enable 

participation at all levels within an organization.  

ReliabilityFirst does not provide system operator certification training, as it is provided by the 

Regional Transmission Organizations within the Region. 

2021 Key Assumptions 

The Training and Education Program incorporates the regional specific strategic and operating 

objectives set forth in the ERO Enterprise Long Term Strategy.  

There are no additional assumptions unique to the ReliabilityFirst Training and Education 

Program.  

2021 Key Deliverables 

• Industry Education 

o ReliabilityFirst will continue its education efforts to help entities achieve excellence 

in reliability, risk identification, security, and resiliency.  These activities include: 

 Monitor projects related to grid resilience and security such as the Cyber 

Resilient Energy Delivery Consortium.  Participate in these projects as 

appropriate, incorporate lessons learned from these projects into 

ReliabilityFirst’s tools and processes, and share lessons learned with 

entities as appropriate. 

 The issuance of announcements, newsletters, and reports on key reliability, 

security, and resiliency issues facing ReliabilityFirst and the industry. 

 Communication of key risks and risk mitigation strategies, including risk 

harm assessment methodologies. 

2020 Budget 2021 Budget

Increase                 

(Decrease)

Total FTEs 3.00 3.00 0.00

Direct Expenses 839,101$            1,268,086$         428,985$            

Indirect Expenses 324,714$            319,183$            (5,531)$              

Inc(Dec) in Fixed Assets 18,211$             10,101$             (8,110)$              

Total Funding Requirement 1,182,026$         1,597,369$         415,343$            

Training, Education and Operator Certification Program

   (in whole dollars)
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 In concert with the ERO Event Analysis team, the development and 

publishing of lessons learned/best practices from system events and 

disturbances.  

 Guidance on the CIP Reliability Standards, including a focus on new and 

revised Reliability Standards such as CIP-013 and CIP-012, and, 

technology related concerns including Cloud Computing, and 

Virtualization. 

 Continued guidance on the implementation of the Risk-Based Compliance 

Monitoring and Enforcement Program, including on Inherent Risk 

Assessments, Compliance Oversight Plans, and Internal Control Reviews. 

 Identification and communication of common themes and root causes of 

Reliability Standard violations. 

 Efforts to better prepare entities for compliance audits and enforcement 

activities. 

 Open compliance and enforcement calls that cover a span of compliance, 

CIP technology concerns, and enforcement related topics.   

 Sharing best practices concerning generator plant winter readiness. 

 Webinars on the compliance monitoring and enforcement process. 

 Increased focus on any lessons learned or trends identified from reliability 

assessments. 

 Implementation of programs for the use of ReliabilityFirst developed self-

assessment and self-evaluation tools. 

 Posting educational materials on the ReliabilityFirst public website on 

pertinent reliability, risk, security, and resiliency topics. 

 Development of capabilities to provide on-demand and virtual training 

opportunities on relevant reliability, risk, security, and resilience topics. 

• Industry Workshops 

o Continue workshops and forums to allow for free exchange of information between 

ReliabilityFirst and its stakeholders. Workshops and forums will focus on 

understanding and mitigating risks to reliability, security, and resiliency within the 

ReliabilityFirst footprint.  Workshops to be conducted  include: 

 Two Reliability workshops (spring and fall) to promote a culture of reliability 

focusing on security, resiliency, risk management, internal controls, and 

targeted discussion on methods to demonstrate compliance.   

 Open forums to provide insight into new Reliability Standards developed 

and approved by the industry, changes in the Compliance Monitoring and 

Enforcement Program, communications with our registered entities around 

identified and emerging risks, Critical Infrastructure Protection issues, 

trends that could develop into a risk or other topics requested by entities. 
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 Security and CIP Standards Workshop(s) to provide insight into the 

evolution of these Standards and to provide a forum for entities to share 

thoughts, problems, and solutions. 

 Protection Systems Workshop on key issues associated with protection 

systems (e.g., misoperations, maintenance and testing). 

 Human Performance Workshop on practical application of human 

performance techniques and concepts for front-line activities such as 

operations, asset management, design, protection, and maintenance. 

 Additional, targeted workshops to address internal controls, and emerging 

risks (e.g., misoperations, fuel security, changing generation mix, and 

cyber security technology) as the need is identified and the sessions can 

be scheduled. 

• Personnel 

• There is no change in FTEs in this group for 2021.   

• Contractors and Consultants 

Contractor and consultant support is budgeted in 2021 to assist with continuous 

improvement initiatives aimed at helping entities achieve excellence in reliability, risk 

identification, security, and resiliency. 
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Training, Education, and Operator Certification Program Budget Detail 

The following table shows funding sources and related expenses for the Training, Education, and 

Operator Certification section of the 2021 Business Plan and Budget. Explanations of variances 

by expense category are included with the Supplemental Financial Tables found in Section B.  

 

 

Variance Variance

2020 Projection 2020 Budget

2020 2020 v 2020 Budget 2021 v 2021 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding

ReliabilityFirstFunding

ERO Assessments 1,166,805$      1,166,805$      -$                     1,394,660$        227,855$             

Penalty Sanctions 12,826            12,826            -                       200,387            187,561               

Total ReliabilityFirst Funding 1,179,631$      1,179,631$      -$                     1,595,047$        415,416$             

Membership Dues -$                   -$                   -$                     -$                     -$                        

Interest & Investment Income 2,396              2,396              -                       2,322                (74)                      

Miscellaneous Income -                     -                     -                       -                       -                          

Total Funding (A) 1,182,027        1,182,027        -                       1,597,369          415,342               

Expenses

Personnel Expenses

Salaries 403,722$         554,231$         150,509$           707,053$           303,331$             

Payroll Taxes 25,768            26,196            428                   36,672              10,904                 

Benefits 90,750            76,901            (13,849)             89,322              (1,428)                  

Retirement Costs 62,209            78,103            15,894              111,869            49,660                 

Total Personnel Expenses 582,449$         735,431$         152,982$           944,916$           362,467$             

Meeting Expenses

Meetings & Conference Calls 211,000$         109,675$         (101,325)$          237,600$           26,600$               

Travel 10,000            6,035              (3,965)               18,000              8,000                   

Total Meeting Expenses 221,000$         115,710$         (105,290)$          255,600$           34,600$               

Operating Expenses, excluding Depreciation

Operating EConsultants & Contracts 30,000$          25,000$           (5,000)$             50,000$            20,000$               

Office Rent -                     -                     -                       -                       -                          

Office Costs 5,652              5,652              -                       17,070              11,418                 

Professional Services -                     -                     -                       -                       -                          

Miscellaneous -                     -                     -                       500                   500                     

Total Operating Expenses, excluding Depreciation 35,652$          30,652$           (5,000)$             67,570$            31,918$               

Total Direct Expenses 839,101$         881,793$         42,692$             1,268,086$        428,985$             

Indirect Expenses 324,714$         322,555$         (2,159)$             319,183$           (5,531)$                

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

Total Expenses (B) 1,163,815$      1,204,348$      40,533$             1,587,269$        423,454$             

Change in Net Assets (= A - B) 18,212$          (22,321)$          (40,533)$            10,101$            (8,111)$                

Fixed Asset Additions, excluding Right of Use Assets (C)        -                     -                     -                       -                       -                          

Allocation of Fixed Assets 18,211$          18,211$           -                       10,101$            (8,110)$                

Inc/(Dec) in Fixed Assets 18,211$          18,211$           -$                     10,101$            (8,110)$                

Total Budget (= B + C) 1,182,026$      1,222,559$      40,533$             1,597,369$        415,343$             

Change in Working Capital (= A - B - C) -$                   (40,533)$          (40,533)$            -$                     -$                        

FTEs 3.00                3.00                -                       3.00                  -                          

2020 Budget and Projection, and 2021 Budget
Training,  Education, and Operator Certification Program
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Situational Awareness and Infrastructure Security Program 

 

Program Scope and Functional Description 

In support of the ERO Enterprise, the Situation Awareness and Infrastructure Security staff, in 

coordination with members of the Reliability Assessment and Performance Analysis and 

Reliability and Risk groups, monitors present conditions on and emerging threats to the BES. The 

Situation Awareness and Infrastructure Security staff also performs event analysis for system 

disturbances and events.  During the event analysis process, ReliabilityFirst works with entities 

to identify and analyze the root causes of system events, complete event analysis reports, and 

communicate the resulting information and lessons learned to the industry. 

The Situation Awareness and Infrastructure Security activity continues to evolve to provide the 

tools and information required by the staff and stakeholders to promote infrastructure protection. 

The Situation Awareness and Infrastructure Security program area addresses two separate but 

related functions, Situation Awareness and Critical Infrastructure Protection (CIP). 

The Situation Awareness and Infrastructure Security program supports the ReliabilityFirst staff 

and Registered Entities in understanding potential threats to the electricity sector, implementing 

Reliability Standards developed to reinforce infrastructure security, maintaining an awareness of 

conditions on the BES, and identifying potential and emerging threats to the BES. 

The Situation Awareness and Infrastructure Security staff leads and/or participates in various 

internal Innovation and Continuous Improvements initiatives in support of developing and 

delivering innovative and risk-based tools to drive effectiveness and efficiencies and promote 

tactical and strategic, risk-informed decision making. 

The Situation Awareness and Infrastructure Security staff collaborates effectively with industry, 

other stakeholders, and the ERO Enterprise community through participation in committees, 

workshops, conferences, and external outreach activities. 

2021 Key Assumptions 

The Situation Awareness and Infrastructure Security Program supports the key value drivers and 

strategic focus areas set forth in the ERO Enterprise Long Term Strategy.  It also includes the 

following regional assumptions: 

2020 Budget 2021 Budget

Increase                 

(Decrease)

Total FTEs 8.00 5.00 (3.00)

Direct Expenses 1,849,156$         1,293,584$         (555,572)$           

Indirect Expenses 865,903$            531,971$            (333,932)$           

Inc(Dec) in Fixed Assets 48,565$             16,834$             (31,731)$            

Total Funding Requirement 2,763,624$         1,842,389$         (921,235)$           

Situation Awareness and Infrastructure Security Program

   (in whole dollars)
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1. National level security exercises will be conducted to examine industry’s cyber security 

and physical security preparedness and response capabilities through simulation of 

coordinated cyber and physical attacks on industrial control systems, System Control and 

Data Acquisition, and information technology assets. ReliabilityFirst will participate in 

these exercises as appropriate. 

2. In 2017, ReliabilityFirst initiated a project to create a Data Warehouse for information 

storage and retrieval. Since early 2018, oversight responsibility for the Data Warehouse 

has been in the Situation Awareness and Infrastructure Security group. The Data 

Warehouse project is intended to centralize ReliabilityFirst’s data sets and provide 

business intelligence capabilities for better integration of disparate data sets and add 

visualization functions to better identify areas of concern or areas needing additional 

analysis.  The Data Warehouse will consolidate information from across the organization 

into one central repository where it can be accessed to perform analytics and trending of 

various internal and external data sources to assist in the identification of emerging threats 

to the BPS, and to guide both tactical and strategic decision making in a risk-informed 

manner. 

3. ReliabilityFirst Situation Awareness and Infrastructure Security staff will continue to 

support innovative and continuous improvement initiatives to drive efficiencies, 

effectiveness and risk informed decision making 

4. Situation Awareness and Infrastructure Security staff will continue to support external 

collaboration with industry, other stakeholders, and the ERO Enterprise community. 

2021 Key Deliverables 

• Provide Information on CIP-Related Issues 

o This activity involves dissemination of information to entities from agencies such 

as the E-ISAC, the U.S. Department of Homeland Security, and others containing 

information on events or suspected events representing potential threats to the 

electricity sector. 

o Situation Awareness and Infrastructure Security staff will work with members of 

the E-ISAC and NERC staff to develop a robust messaging system for 

dissemination of CIP-related messages to the appropriate target audience and will 

promote the use of this messaging system for exchange of security-related 

information.  

• Monitor the Health of the BES 

o The use of situation awareness tools by staff has been evolving over the last few 

years. Situation Awareness and Infrastructure Security staff continues to 

participate in the Situation Awareness for FERC, NERC, and the Regional Entities 

(SAFNR) project and uses the SAFNRv3 displays developed through this project.  

ReliabilityFirst is a signatory to the NERC Operating Reliability Data Confidentiality 

Agreement and the SAFNR Subscriber Agreement and as such, uses tools such 

as the Reliability Coordinator Information System (RCIS), System Data eXchange 
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(SDX), Area Control Error (ACE), and Abnormal Frequency System Monitoring, in 

addition to SAFNR Version 3, to monitor the health of the BES within the 

ReliabilityFirst geographical area. In addition to the tools just mentioned, 

ReliabilityFirst continues to investigate other tools for monitoring the grid. 

• Facilitate the ReliabilityFirst Threats and Vulnerabilities Team 

o In early 2014, ReliabilityFirst created a cross-functional team of subject matter 

experts to monitor, quantify, and assess new and emerging threats to the BES. 

For the foreseeable future, the team will continue to mature the tools and 

techniques used to perform this activity in support of the Reliability and Risk 

program.  The team will continue to enhance its ability to collect and analyze data, 

leveraging the Analytics program to better identify and quantify emerging threats 

to the BES and to provide additional input to the ReliabilityFirst Regional Risk 

Assessment program.  Tools used to quantify threats will continue to be assessed 

for applicability to the work of the Threats and Vulnerabilities Team.  In parallel, 

throughout 2020 the long-term Threats & Vulnerabilities strategy will be assessed 

and refined in collaboration with ReliabilityFirst Leadership. 

• Support the Compliance Monitoring and Enforcement Program 

o Support the activities involving CIP-related issues and events in the Compliance 

Monitoring and Enforcement program, by providing expertise on CIP monitoring, 

mitigation plans and settlements that include assessment of compliance to the CIP 

Standards (CIP-002 - CIP-014). 

• Engage in GRIDEX activities on a biennial basis 

• Collect, validate, review, and analyze data for system events and disturbances as 

described in the NERC ERO Event Analysis Process and the ReliabilityFirst Event 

Analysis Procedure. 

o For system events and disturbances, cooperate with NERC and FERC staff and 

other Regional staff to ensure root causes, corrective actions, lessons learned, and 

recommendations are identified and shared across the ERO Enterprise and the 

industry. 

o Collect and review disturbance reports as required in NERC Standard EOP-004 

and as required by the Department of Energy in form OE-417. 

• Lead the development and integration of advanced analytic & business intelligence 

capabilities for identifying and determining reliability risks; applying analytics framework 

by which grid reliability and risk can be measured and tracked; using statistical tools and 

techniques for analysis; performing qualitative and quantitative assessments of data 

models; and conducting various risk assessments (e.g., Regional Risk Assessments and 

explorative Probabilistic, Predictive, Emerging Risk Assessments, etc.).  

• Support ERO Enterprise-wide data collection and analysis efforts. 

• Support and leverage cross-functional collaboration to use Analytics within ReliabilityFirst 

and across the ERO Enterprise. 
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o Collaborate with RAPA in the verification and validation of data for the 

Transmission Availability Data System (TADS), Generator Availability Data 

System (GADS), Demand Response Availability Data System (DADS), and the 

Misoperation Information Data Analysis System (MIDAS).  

o Collaborate with Reliability and Risk and Monitoring, Enforcement, and Legal, to 

explore and develop analytical solutions, where applicable. 

o Collaborate with NERC and other Regional Entities on Analytics related initiatives 

and efforts via the ERO Analytics Community of Excellence (ACE).  

• Lead the development and integration of Data Warehousing Governance, Management, 

and underlying databases. 

• Lead further integration and use of Configuration Management within ReliabilityFirst. 

• Lead and/or participate in the ongoing development and integration of the Entity Profile, 

ERO ALIGN tool, Risk Register, Natural Language Processing, Text Analytics, 

Communities of Practice, others, etc. 

• Engage and participate in the Event Analysis Subcommittee and other ERO committees, 

working groups, task forces, as deemed necessary.  Where possible, support industry 

conferences that address Monitoring and Situational Awareness, Energy Management 

Systems, Human Performance, Grid Security. 

• Provide technical subject matter expertise and support for regional outreach activities, and 

other initiatives as identified within ReliabilityFirst and/or the ERO. 

Resource Requirements 

• Personnel 

As discussed above in the 2020 Key Assumptions section, the oversight responsibility for 

the development and ongoing management of the Data Warehouse has been in the 

Situation Awareness and Infrastructure Security group since early 2018.  In 2019, a FTE 

position was filled to provide personnel resources for this activity.  Furthermore, in 2019 

an FTE position was made available to support the Analytics function and recruiting is 

taking place in 2020 to fill this position.  At this time, no additional FTEs are planned. In 

the event the workload exceeds available resources, contractors may be used to 

temporarily supplement staff.  

• Contractors and Consultants 

Contractor and consultant support is also budgeted to assist with innovation and 

continuous improvement initiatives aimed at ReliabilityFirst helping entities achieve 

excellence in reliability, risk identification, security, and resiliency. 
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Situation Awareness and Infrastructure Security Program Budget Detail 

The following table shows funding sources and related expenses for the Situation Awareness and 

Infrastructure Security section of the 2021 Business Plan and Budget. Explanations of variances 

by expense category are included with the Supplemental Financial Tables found in Section B.  

 

 

Variance Variance

2020 Projection 2020 Budget

2020 2020 v 2020 Budget 2021 v 2021 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding

ReliabilityFirstFunding

ERO Assessments 2,723,032$        2,723,032$        -$                     1,504,541$         (1,218,491)$          

Penalty Sanctions 34,202               34,202               -                       333,978              299,776               

Total ReliabilityFirst Funding 2,757,234$        2,757,234$        -$                     1,838,519$         (918,715)$            

Membership Dues -$                      -$                      -$                     -$                      -$                        

Interest & Investment Income 6,390                3,994                (2,396)               3,870                 (2,520)                  

Miscellaneous Income -                       -                       -                       -                        -                          

Total Funding (A) 2,763,624          2,761,228          (2,396)               1,842,389           (921,235)              

Expenses

Personnel Expenses

Salaries 1,197,457$        904,906$           (292,551)$          843,467$            (353,990)$            

Payroll Taxes 75,674               59,292               (16,382)             52,832               (22,842)                

Benefits 259,582             159,201             (100,381)           171,141              (88,441)                

Retirement Costs 185,073             139,248             (45,825)             133,310              (51,763)                

Total Personnel Expenses 1,717,786$        1,262,647$        (455,139)$          1,200,750$         (517,036)$            

Meeting Expenses

Meetings & Conference Calls 3,400$               2,198$               (1,202)$             1,500$               (1,900)$                

Travel 54,800               21,580               (33,220)             50,000               (4,800)                  

Total Meeting Expenses 58,200$             23,778$             (34,422)$           51,500$              (6,700)$                

Operating Expenses, excluding Depreciation

Operating EConsultants & Contracts 32,500$             7,500$               (25,000)$           10,000$              (22,500)$              

Office Rent -                       -                       -                       -                        -                          

Office Costs 40,670               40,670               -                       31,334               (9,336)                  

Professional Services -                       -                       -                       -                        -                          

Miscellaneous -                       -                       -                       -                        -                          

Total Operating Expenses, excluding Depreciation 73,170$             48,170$             (25,000)$           41,334$              (31,836)$              

Total Direct Expenses 1,849,156$        1,334,595$        (514,561)$          1,293,584$         (555,572)$            

Indirect Expenses 865,903$           537,592$           (328,311)$          531,971$            (333,932)$            

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

Total Expenses (B) 2,715,059$        1,872,187$        (842,872)$          1,825,555$         (889,504)$            

Change in Net Assets (= A - B) 48,565$             889,041$           840,476$           16,834$              (31,731)$              

Fixed Asset Additions, excluding Right of Use Assets (C)        -                       -                       -                       -                        -                          

Allocation of Fixed Assets 48,565$             30,351$             (18,214)             16,834$              (31,731)$              

Inc/(Dec) in Fixed Assets 48,565$             30,351$             (18,214)$           16,834$              (31,731)$              

Total Budget (= B + C) 2,763,624$        1,902,539$        (861,085)$          1,842,389$         (921,235)$            

Change in Working Capital (= A - B - C) -$                      858,689$           858,689$           -$                      -$                        

FTEs 8.00                  5.00                  (3.00)                 5.00                   (3.00)                   

2020 Budget and Projection, and 2021 Budget
Situation Awareness and Infrastructure Security
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Administrative Services 

 

Program Scope and Functional Description 

Administrative Services is comprised of the following programs: General and Administrative, 

Legal and Regulatory Affairs, Information Technology, Organizational Development and Human 

Resources, and Finance and Accounting. 

Methodology for Allocation of Administrative Services Expenses to Programs 

The majority of the Operating Expenses are accounted for within the related department’s budget. 

If an expense cannot be specifically associated to a department, it is included in one of the 

Administrative Services programs. All expenses for the Administrative Services Programs, 

referred to as indirect expenses, are allocated proportionately based on FTE count to the direct 

programs. This allocation provides improved financial perspective for the direct program areas. 

  

2020 Budget 2021 Budget

Increase                 

(Decrease) 2020 Budget 2021 Budget

Increase                 

(Decrease)

General and Administrative 2,647,602$         2,452,168$         (195,434)$           3.00 4.00 1.00

Legal and Regulatory 1,051,930$         978,429$            (73,501)$            3.00 3.00 0.00

Information Technology 1,643,308$         1,895,883$         252,575$            6.00 7.00 1.00

Human Resources 1,059,381$         950,263$            (109,118)$           2.00 3.00 1.00

Finance and Accounting 753,467$            813,823$            60,356$             2.75 2.75 0.00

Total Administrative Services 7,155,688$         7,090,566$         (65,122)$            16.75 19.75 3.00

Administrative Services

   (in whole dollars)

Direct Expenses and Fixed Assets FTEs
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Administrative Services Budget Detail 

The following table shows funding sources and related expenses for the Administrative Services 

section of the 2021 Business Plan and Budget. Explanations of variances by expense category 

are included with the Supplemental Financial Tables found in Section B.  

 

Variance Variance

2020 Projection 2020 Budget

2020 2020 v 2020 Budget 2021 v 2021 Budget

Budget Projection Over(Under) Budget Over(Under)

Funding

ReliabilityFirstFunding

ERO Assessments (1,014,613)$          (1,014,613)$      -$                     2,344,503$        3,359,116$           

Penalty Sanctions -                          -                      -                       -                       -                          

Total ReliabilityFirst Funding (1,014,613)$          (1,014,613)$      -$                     2,344,503$        3,359,116$           

Membership Dues -$                        -$                    -$                     -$                     -$                        

Interest & Investment Income -                          -                      -                       -                       -                          

Miscellaneous Income -                          -                      -                       -                       -                          

Total Funding (A) (1,014,613)           (1,014,613)        -                       2,344,503          3,359,116            

Expenses

Personnel Expenses

Salaries 3,378,110$           3,564,025$       185,915$           3,476,844$        98,734$               

Payroll Taxes 175,373               182,278           6,905                194,118            18,745                 

Benefits 689,271               577,600           (111,671)            666,141            (23,130)                

Retirement Costs 664,103               668,830           4,727                657,868            (6,235)                  

Total Personnel Expenses 4,906,857$           4,992,733$       85,876$             4,994,971$        88,114$               

Meeting Expenses

Meetings & Conference Calls 129,540$             69,769$           (59,771)$            113,110$           (16,430)$              

Travel 100,000               43,120             (56,880)             60,000              (40,000)                

Total Meeting Expenses 229,540$             112,889$          (116,651)$          173,110$           (56,430)$              

Operating Expenses, excluding Depreciation

Operating EConsultants & Contracts 202,275$             119,775$          (82,500)$            67,954$            (134,321)$            

Office Rent 539,292               575,312           36,020              628,092            88,800                 

Office Costs 414,382               392,084           (22,298)             491,619            77,237                 

Professional Services 442,483               512,001           69,518              481,335            38,852                 
Miscellaneous 40,859                 25,859             (15,000)             35,985              (4,874)                  

Total Operating Expenses, excluding Depreciation 1,639,291$           1,625,031$       (14,260)$            1,704,985$        65,694$               

Total Direct Expenses 6,775,688$           6,730,653$       (45,035)$            6,873,066$        97,378$               

Indirect Expenses (6,775,688)$          (6,730,653)$      45,035$             (6,873,066)$       (97,378)$              

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

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

Change in Net Assets (= A - B) (1,014,613)$          (1,014,613)$      -$                     2,344,503$        3,359,116$           

Fixed Asset Additions, excluding Right of Use Assets (C)        380,000               380,000           -                       217,500            (162,500)              

Allocation of Fixed Assets (380,000)$            (380,000)$         -                       (217,500)$          162,500$             

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

Total Budget (= B + C) -$                        -$                    -$                     -$                     -$                        

Change in Working Capital (= A - B - C) (1,014,613)$          (1,014,613)$      -$                     2,344,503$        3,359,116$           

FTEs 16.75                   16.75               -                       19.75                3.00                    

2020 Budget and Projection, and 2021 Budget
Administrative Services



Section A – Statutory Programs  General and Administrative 

ReliabilityFirst 2021 Business Plan and Budget: Final Version 
Approved by Board of Directors on June 4, 2020  48 

General and Administrative 

Program Scope and Functional Description  

The General and Administrative Department consists of the President and CEO, Chief Security 

Officer (CSO), and Executive Assistant.  Responsibilities include leadership, oversight, and 

management of all of ReliabilityFirst Corporation's activities, interacting with the Board of Directors 

and other Regional Entity Management Groups, and managing relationships with governmental 

agencies, regulators, members, stakeholders, and other industry organizations. 

2021 Key Assumptions 

The General and Administrative Program incorporates the regional specific strategic and 

operating objectives set forth in the ERO Enterprise Long Term Strategy. This program area also 

supports the oversight of the security posture, both cyber and physical, of the ReliabilityFirst 

personnel, assets, and information. 

The office of the CSO will continue to support the ReliabilityFirst Critical Infrastructure Protection 

Committee (CIPC). With the reorganization of NERC’s standing committees in 2019 resulting in 

the disbanding of the NERC CIPC, regional organizations sharing security information have taken 

on an even more important role in information sharing. 

As a result of the security assessment performed by Ernst & Young in fall 2019, ReliabilityFirst 

continues to enhance its security posture. To effectively achieve this enhancement, ReliabilityFirst 

follows the following assumptions related to enhancing our security posture: 

1. ReliabilityFirst will implement a Data Loss Prevention strategy. 

2. ReliabilityFirst will increase its cybersecurity resources 

3. ReliabilityFirst will increase its security monitoring capability.  

2021 Key Deliverables 

• Support of the ReliabilityFirst Critical Infrastructure Protection Committee (CIPC)  

o The purpose of the ReliabilityFirst CIPC is to share information concerning CIP 

and to promote CIP within the Region. The CSO will support the CIPC through the 

scheduling and facilitation of CIPC meetings and webinars and the dissemination 

of messages, alerts, and warnings from NERC, the Electricity Information Sharing 

and Analysis Center (E-ISAC), and the U.S. Department of Homeland Security 

(U.S. DHS) to the CIPC as permitted.  CSO will also work to encourage and 

support sharing of information between entities and the E-ISAC. 

• Support/Oversee ReliabilityFirst Staff Compliance to the NERC Cyber Security Standards 

(CIP-002 - CIP-014) 

o ReliabilityFirst is committed to complying with the intent of the NERC Cyber 

Security Standards.  The CSO will provide training, guidance, and oversight to the 

ReliabilityFirst staff, particularly the Information Technology staff, in achieving 

compliance to these Standards. 
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• Maintain and Test Business Continuity/Disaster Recovery and Pandemic Plans for the 

ReliabilityFirst Office 

o A business continuity plan deals with the ability to continue business functions in 

a degraded situation such as the loss of corporate assets including office space or 

computer assets.   

o A disaster recovery plan deals with a more complete loss of access to corporate 

assets due to a large-scale event such as a tornado or blackout.   

o A pandemic plan focuses on business continuity in the face of a declared 

pandemic.   

• Assist stakeholders in complying with CIP Standards 

o As the NERC Cyber Security Standards (CIP-002 - CIP-011), the Physical Security 

Standard (CIP-014), and the Supply Chain Standard (CIP-013) evolve, entities will 

continue to monitor and implement revisions to the Standards. The CSO will be 

available to answer questions concerning these Standards and, in coordination 

with the ReliabilityFirst CIPC, will sponsor/support regional workshops and 

webinars as needed to foster the exchange of ideas and solutions developed by 

entities. 

• Implement a Data Loss Prevention strategy 

o In coordination with the Information Technology department, identify and 

implement the tools needed to provide a data loss prevention capability for 

sensitive information maintained by ReliabilityFirst. 

• Coordinate with the Information Technology department on the monitoring of and alerting 

on security events occurring on ReliabilityFirst networks and devices. 

• Oversee the maintenance of the ReliabilityFirst Business Continuity Plan. 

• Coordinate with the ReliabilityFirst President & CEO and the Board of Directors on the 

maturity of the ReliabilityFirst security program. 

Resource Requirements 

• Personnel 

Referring to recommendations made by NERC resulting from a security assessment 

performed as part of NERC’s oversight of the Regional Entities and to perform the tasks 

necessary to maintain an enhanced security posture, ReliabilityFirst is adding one CSO 

position and one additional FTE in the office of the CSO. 

• Contractors and Consultants 

No contractor and consultant support is budgeted in this year. 
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Legal and Regulatory Affairs 

Program Scope and Functional Description 

The Legal and Regulatory Affairs program is responsible for four key areas: (1) all legal issues 

germane to the corporation; (2) regulatory affairs (communication and outreach to FERC, NERC, 

and the States); (3) external affairs (communication and outreach to ReliabilityFirst stakeholders 

and the public); and (4) corporate governance of the ReliabilityFirst Board of Directors and its 

committees.   

First, the department is responsible for all legal issues germane to the corporation. This includes 

ensuring legal and regulatory compliance with all applicable laws, orders, rules, and regulations; 

serving as advisor to the President and CEO and the Board of Directors; providing legal support 

to all other departments of the corporation; and drafting, reviewing, and maintaining the 

corporation’s contracts, policies and procedures, and governance documents. 

Second, the department is responsible for ReliabilityFirst’s regulatory affairs. This includes 

communication and outreach to FERC, NERC, and the States on issues relating to ReliabilityFirst 

and/or the performance of its delegated functions; advising senior executives on strategic and 

tactical initiatives in light of the regulatory landscape; and advancing ReliabilityFirst’s mission and 

strategic initiatives in a clear and articulate manner. This function also includes supporting internal 

and external audits of the corporation and overseeing all regulatory filings and interactions. 

Third, the department plays a key role in ReliabilityFirst’s external affairs. This includes legal 

review of communication and outreach to ReliabilityFirst’s stakeholders, the general public, and 

media.  

Finally, the department is responsible for the corporate governance of the ReliabilityFirst Board 

of Directors and its Committees. This includes the completion of all activities associated with the 

Corporate Secretary function (the General Counsel serves as the corporation’s Corporate 

Secretary), such as preparing Board materials and minutes, facilitating and conducting Board 

training, and ensuring that Director elections, Board of Directors and Committee meetings, and 

Meetings of Members adhere to the ReliabilityFirst Bylaws and other relevant governing 

documents. 

2021 Key Assumptions 

The Legal and Regulatory Affairs Program incorporates the regional specific strategic and 

operating objectives set forth in the ERO Enterprise Long Term Strategy.  There are no additional 

assumptions or deliverables unique to the Legal and Regulatory Affairs Program. 

2021 Key Deliverables 

• Support all legal and regulatory needs of the corporation. 

• Provide legal support to all other departments of the corporation to ensure that those 

departments and their activities are consistent with NERC directives, FERC orders, rules, 

and regulations, and other applicable law. 
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• Provide legal support to make all necessary regulatory filings with FERC, NERC, and any 

other applicable regulatory body or agency, as well as support NERC in its efforts to do 

the same. 

• Support internal and external audits of the corporation. 

• Draft, review, and maintain the corporation’s contracts, policies and procedures, and 

governance documents. 

• Lead interactions with the FERC, NERC, the States, and other governmental agencies 

regarding ReliabilityFirst and its mission.  

• Provide legal support and perform the Corporate Secretary function for the Board of 

Directors and support the corporate governance needs of the organization.   

Resource Requirements 

• Personnel 

No increase in personnel is budgeted in this year. 

• Contractors and Consultants 

No Contractor and consultant support is budgeted in this year. 
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Information Technology  

Program Scope and Functional Description 

The Information Technology (IT) department provides users with cost-effective information 

technology tools and proactively delivers enabling technologies to assist the departments in 

meeting their goals, objectives, and deliverables.  The IT department minimizes the outsourcing 

of any critical infrastructure services and as such must implement and manage controls to 

maintain a robust security posture that minimizes ReliabilityFirst's risks. The department provides 

the necessary technical services in the following categories to ensure efficient and effective 

performance of all corporate functions: 

• Infrastructure Maintenance (Data Center Management - Local/Remote) 

• Hosting of Public and Multiple Secure Portal Websites 

• Voice, Web, and Video Conferencing  

• Vulnerability Management 

• Mobile Device Management 

• Wireless Network Management 

• Audio/Video Management 

• Document Management 

• Email Management 

• Help Desk Support 

• Telecommuter Support 

• Application Support and Development 

• Data Warehousing Management 

• Database Administration 

• Business Analysis  

• Information Security Protection and Monitoring  

• Business Continuity and Disaster Recovery 

 

ReliabilityFirst supports the ERO Enterprise’s efforts to implement, operate, and maintain 

software tools supporting common enterprise-wide IT operations. ReliabilityFirst is committed to 

working collaboratively with NERC and the other Regions to minimize duplication of effort and 

investments, and improve operational efficiency. This collaboration continues to refine existing 

strategies, governance, and procurement practices applicable to the development, operation, and 

maintenance of enterprise architecture, software, and data systems supporting combined NERC 

and Regional Entity operations. 

NERC’s business plan and budget will include ongoing funding support for the development, 

operation, and maintenance of NERC and Regional Entity approved enterprise wide applications. 

Funding for these applications will be subject to the budget and funding limits set forth in NERC’s 

approved business plan and budget. If implementation of these applications are delayed or 

otherwise not available as planned, ReliabilityFirst could incur additional costs to conduct 

operations pending the availability of these applications. ReliabilityFirst assumes agreed upon 

ERO Enterprise applications will be available and has only included appropriate funding for 
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applications and supporting systems necessary to satisfy its business needs that are not within 

the mutually agreed upon scope of the ERO Enterprise wide applications funded by NERC. 

The implementation of an offsite Data Management Center will be in its eighth year of operation. 

Operational experience to date has been excellent and believed to be very effective in IT resource 

utilization. Performance to date has provided savings in the operation of equipment, while 

affording the organization many benefits in security, utilities, and back-up capability.     

2021 Key Assumptions 

The IT Program incorporates the regional specific strategic and operating objectives set forth in 

the ERO Enterprise Long Term Strategy. This includes the support for building and implementing 

centralized enterprise applications for the ERO. The IT Program includes the following regional 

assumptions: 

1. Maintain a high-level security posture across the company-wide data infrastructure and 

remediate any vulnerability to protect sensitive data. 

2. Maintain lower fixed asset costs (infrastructure servers) by continuing operations of 

virtualization technologies, therefore minimizing replacement costs. 

3. Maintain a stringent level of control of the Access Management Process that governs 

physical and electronic access to resources that contain sensitive corporate data. 

4. Departmental processes and efficiencies must be continuously improved, including 

training exercises for implemented technologies in order to maintain proficiency. 

5. Maintain a multi-layered security protection and monitoring environment governed by 

established controls, processes, and security awareness activities. 

2021 Key Deliverables 

• Continue assessment of system(s) and/or services that could potentially be outsourced or 

moved into a secure cloud hosted environment.  ERO Enterprise is under the realization 

that this is a prospect that must be consider for projected collaboration solutions across 

the ERO. 

• Perform necessary software and hardware upgrades including, but not limited to, the 

upgrade of various workstation and server applications, targeted server operating 

systems, and infrastructure equipment that has reached its end-of-life. 

• Continue the enhancements in the development, integration, and expansion of databases 

and applications into a unified company-wide Information Management System. 

• Continue enhancements of the internal and external website and related applications to 

further improve employee efficiency and customer experience.   

• Continue supporting Data Warehousing and Analytics efforts that will support improved 

risk analysis and decision making for customers. 
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• Continue the advancement of data security and defense technologies to provide layered 

prevention/detection of the latest advanced cyber security threats.  ERO Enterprise efforts 

to implement Data Loss Prevention will continue and be advanced with ReliabilityFirst 

environment. 

• Continue refinement of security awareness program by providing training documents, 

questionnaires, simulated exercises, assessment campaigns, and/or seminars on existing 

workplace vulnerabilities. 

• Continue participation in E-ISAC CHIRP (Cyber Hygiene and Internet Risk Program) and 

CRISP (Cybersecurity Risk Information Sharing Program) initiatives to obtain additional 

external vulnerability assessment and threat information. 

• Continue supporting ERO initiatives of developing, testing, and deploying ERO 

Enterprise solutions.  Continue to look for opportunities to implement the common 

processes and/or solutions across the ERO Enterprise to achieve shared cost savings 

and efficiencies. 

Resource Requirements 

• Personnel 

An increase in one FTE personnel is budgeted for 2021.  This increase is anticipated to 

be needed with the planned intensification of security efforts. 

• Contractors and Consultants 

Contractors and consultant support is budgeted for 2021 as needed for network 

maintenance projects, security simulation activities, enhancing data management 

systems, and development support of external-facing solutions for reliability and resiliency 

initiatives.  
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Organization Development & Human Resources 

Program Scope and Functional Description 

ReliabilityFirst realizes that talented, experienced employees are its greatest assets, and that 

finding, nurturing, developing, and retaining that talent is one of its most important tasks.  The 

Organizational Development & Human Resources (ODHR) program centers on ReliabilityFirst’s 

greatest resources, the staff and the organization’s culture. The ODHR department is responsible 

for the attraction and retention of employees, employee engagement and inclusion, employee 

development through performance management and individual, departmental and organizational 

training, corporate policy and procedure development and adherence measures, as well as 

compensation and benefits administration. The department is also responsible for strategic 

alignment of the organization’s mission, values, strategic plan and organizational design, 

organizational analysis and succession planning, coaching and leadership development, and 

driving change management practices for improving organizational performance. The ODHR 

department oversees the organization’s innovation project prioritization (“project framework”), 

corporate goals, corporate strategic plan and enterprise risk management program. The ODHR 

staff must be vigilant in understanding and complying with federal and state employment laws 

covering seven states and the respective reporting requirements for each. 

ReliabilityFirst will increase its staff to 85 individuals, equivalent to 84.35 FTEs. This includes two 

part-time positions equaling one (1.15) FTE. The staff is comprised of qualified management, 

professional, and technical employees with the expertise necessary to serve its stakeholders and 

to support the ERO by properly carrying out the organization’s delegated functions. 

2021 Key Assumptions 

The Organizational Development & Human Resources Program incorporates the regional specific 

strategic and operating objectives set forth in the ERO Enterprise Long Term Strategy.  

There are no additional assumptions unique to the ReliabilityFirst Organizational Development & 

Human Resources Program. 

2021 Key Deliverables 

• Recruit and retain highly skilled and excellent employees. 

• Implement recruiting strategies to identify diverse candidates and foster a culture of 

inclusion. 

• Sustain competitiveness via the use of annual third party salary and market analyses. 

• Provide staff training and education: 

o Train and educate staff on relevant technical topics, including emerging issues and 

technologies (e.g., virtualization, smart grid technologies). 

o Train and educate staff on the existing and new competencies required to perform 

their roles and responsibilities (e.g., identify and assess risks, perform internal 

controls assessments and evaluations). 

o Leverage competency models to more accurately identify training needs and 

update individual development plans. 
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• Explore, develop, and provide training on tools to further enhance staff efficiency and 

effectiveness. 

• Review and manage employee benefits. 

• Review succession plans. 

• Apply organization development principles, methods and tools to formulate customized 

business solutions and frameworks which enhance organizational effectiveness.  

• Provide continuous improvement in organizational design and alignment to corporate 

vision and strategic plan. 

• Lead the development, communication and tracking of corporate goals and strategic plan. 

• Cultivate a culture of innovation, collaboration and high performance 

• Drive employee engagement and inclusion 

Resource Requirements 

Personnel 

An increase in one FTE for the Front Desk is budgeted for 2021.  

Contractors and Consultants 

Contractors and consultant support is budgeted in 2021 for third party recruiting, and 

consulting services for skills software. 
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Finance and Accounting 

Program Scope and Functional Description 

The Finance and Accounting department is responsible for linking the strategy of ReliabilityFirst 

and its major departments to their annual operating budgets, managing accounting practices to 

ensure the accuracy of reported results, making meaningful financial information available to 

decision makers, and participating in various risk initiatives. The Finance and Accounting 

department is responsible for directing the complete cycle of the financial management activities 

of ReliabilityFirst and other initiatives, including: 

• Processing the day to day activities such as travel and expense reporting, monthly 

financial reporting, accounts payables and receivables, and cash flow management;  

• Leading the creation of the annual business plan and budget that adequately supports its 

delegated functions; 

• Establishing and maintaining accounting policies, procedures, and internal controls, 

including anti-fraud initiatives, to guide the preparation of ReliabilityFirst’s internal and 

external financial statements in accordance with Generally Accepted Accounting 

Principles; 

• Overseeing the annual external audit of ReliabilityFirst’s financials and all required filings; 

• Supporting the ERO’s funding/collection mechanism, annually collect and supply the ERO 

with a list of LSEs within the ReliabilityFirst footprint and their associated Net Energy for 

Load (NEL) data as mandated by FERC;  

• Working with the ERO to develop common accounting practices throughout NERC and 

the Regions; 

• Managing the retirement and corporate investment activities; 

• Developing and implementing the necessary internal audit function; 

• Supporting ReliabilityFirst in risk assessment activities from a financial perspective; 

• Supporting the Enterprise Risk Management function; and 

• Performing the Corporate Treasury function. 

2021 Key Assumptions 

The Finance and Accounting Program incorporates the regional specific strategic and operating 

objectives set forth in the ERO Enterprise Long Term Strategy. 

There are no additional assumptions unique to the Finance and Accounting Program. 

2021 Key Deliverables 

• Work with all Regional Entities through the Electric Reliability Organization Finance Group 

(EROFG) to provide consistency in budget submittals to the ERO and to FERC. 
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• Provide all ReliabilityFirst program areas, the Board of Directors, the ERO, and 

stakeholders with financial clarity and understanding of ReliabilityFirst's financial position. 

• Direct the overall financial plans and accounting practices of the organization; oversee 

treasury, accounting, budget, payroll, tax, audit activities, and financial and accounting 

internal controls and standards. 

• Prepare and provide NERC the annual Regional Entity true-up filing, and the quarterly 

statements of activity. 

• In an effort to continuously improve the entire accounting and budgeting process, 

implement actions to monitor operating expenses at a more granular level with the 

management staff. 

• Provide advice from the financial perspective on contracts into which the organization may 

enter. 

• Support risk assessment activities.   

• Perform financial related internal control reviews and internal audit reviews.  

Resource Requirements 

• Personnel 

No increase in personnel is budgeted in this year.  

• Contractors and Consultants 

No contracts or consultants are budgeted in this year. 

 



 

ReliabilityFirst 2021 Business Plan and Budget: Final Version 
Approved by Board of Directors on June 4, 2020   59 

 

 

 

 

 

Section B: Supplemental Financial Information 
 



Section B – Supplemental Financial Information                    Reserve Analysis 

ReliabilityFirst 2021 Business Plan and Budget: Final Version 
Approved by Board of Directors on June 4, 2020   60 

Table B-1: Working Capital and Operating Reserve Analysis 

 

Explanation of the Working Capital Reserve 

Historically, the working capital reserve has consisted of the amount necessary to satisfy 

projected cash flow needs for daily operations. In an effort to manage assessments more 

effectively over a three to five year period, the working capital reserve was initially increased 

in amount such that additional funds were available to achieve stabilization of future 

assessments.  For 2021, $2M of the working capital reserve is being utilized to offset the 

assessment and minimize the variance from the 2021 assessment. The Targeted Working 

Capital balance of $5M will be used to stabilize assessments in future years.   

 

Explanation of the Operating Reserve 

The amount of the operating reserve is determined and recommended for approval by the 

Board of Directors during the annual budget process. On April 28, 2020, the ReliabilityFirst 

Board approved a $1,000,000 operating reserve, which is consistent with ReliabilityFirst policy, 

is the same amount budgeted in the 2020 Business Plan and Budget, and is believed to be 

appropriate for any unbudgeted and unexpected expenditures of the organization.

Total

 Working Capital 

and 

Working Capital Reserve 

 Operating

Reserve 

Beginning Reserve Balances, January 1, 2020 4,191,175 3,191,175 1,000,000

Plus: Penalty Funds Released from Restriction January 1, 2020 267,627 267,627

Plus:  2020 ReliabilityFirst Funding (from LSEs or designees) 22,318,623 22,318,623

Plus:  2020 Other funding sources 50,000 50,000

Less:  2020 Projected expenses & capital expenditures (23,650,862) (23,650,862)

Covid 19 Refund 800,500 800,500

Other Adjustments to Reserves
1

(158,074) (158,074)

Projected Working Capital and Operating Reserves, December 31, 2020 3,818,989 2,818,989 1,000,000

Targeted Working Capital and Operating Reserves, December 31, 2021
3

6,005,418 5,005,418 1,000,000

Less:  Projected Working Capital and Operating Reserves, December 31, 2020 (3,818,989) (2,818,989) (1,000,000)

Total Adjustments to Reserves 2,186,429 2,186,429 0

2021 Expenses and Capital Expenditures 24,785,492

Less:  Penalty Sanctions
2

(4,315,000)

Less:  Other Funding Sources (50,000)

Adjustment to Achieve Reserve Balances 2,186,429

Other Adjustments to Reserve
1

158,074

2021 ReliabilityFirst Assessment 22,764,995

1 Represents transactions recorded only on the Statement of Financial Position (balance sheet) that 

do not impact the Statement of Activities (income statement), including true-up of current versus 

non-current deferred rent obligation.
2

Represents penalty sanctions collected from July 1, 2019 to June 30, 2020.  
3 The Operating and Working Capital Reserves were approved by the ReliabilityFirst Board of 

Directors on April 28, 2020.

Working Capital and Operating Reserve Analysis 2020-2021

STATUTORY
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Table B-2: Penalty Sanctions Received 

 

 

Allocation Method 

Penalty monies received have been allocated based upon the number of FTEs to the following 

direct programs to reduce assessments:  

• Reliability and Risk and Compliance Monitoring; 

• Enforcement;  

• Reliability Assessments and Performance Analysis;  

• Training, Education and Operator Certification; and  

• Situation Awareness and Infrastructure Security  

Dates Received Amount Received

10/15/2019 4,150,000

Collected July 1, 2019 to December 31, 2019 4,150,000 

2/14/2020 115,000

3/26/2020 50,000

Collected January 1, 2020 to June 30, 2020 165,000 

Total 4,315,000 

Penalty Sanctions Received

Between July 1, 2019 and June 30, 2020
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Table B-3: Supplemental Funding 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• No significant variances requiring explanation.    

Outside Funding Breakdown By Program

 (excluding ReliabilityFirst Assessments & Penalty Sanctions)
Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget

Interest Income 50,000$               50,000$               50,000$                - 

Total Outside Funding 50,000$               50,000$               50,000$               -$                    
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Table B-4: Personnel Expenses 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• The overall increase in Personnel Expenses is mainly due to the addition of 5 new 

FTEs, a 3% general wage increase, and promotions. Additionally, costs have been 

included to fund the plans to overlap key personnel who have indicated they are near 

retirement, to avoid delays in recruitment and training of talent. 

• The decrease in Training and Education is due to reducing training amounts to align 

more with historical levels. 

• The decrease in Relocation is due to the decision to fund relocation costs with 

available funds resulting from vacant positions. 

• The decrease in Pension & Savings Admin is due to the decrease in administrative 

costs relating to the management of the company’s retirement plans as they are 

anticipated to decrease in value.  

  

Personnel Expenses

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget Variance %

Salaries

Salaries 14,124,298$     14,589,413$     15,312,641$     1,188,343$       8.4%

Vacation Expense 65,310             -                   59,688             (5,622)              -8.6%

Total Salaries 14,189,608$     14,589,413$     15,372,329$     1,182,721$       8.3%

 

Total Payroll Taxes 846,791$          883,845$          934,645$          87,854$            10.4%

 

Benefits  

Workers Compensation 17,000$            17,000$            14,000$            (3,000)$            -17.6%

Medical Insurance 1,830,418         1,654,397         1,865,755         35,337             1.9%

Life-LTD Insurance 123,038            130,934            132,925            9,887               8.0%

Training & Education 508,146            258,197            339,250            (168,896)           -33.2%

Relocation 15,000             -                   -                   (15,000)            -100.0%

Total Benefits 2,493,602$       2,060,528$       2,351,930$       (141,672)$         -5.7%

 

Retirement  

Discretionary 401k Contribution 1,368,591$       1,348,868$       1,489,744$       121,153$          8.9%

Savings Plan 821,154            814,456            873,543            52,389             6.4%

Pension & Savings Admin 149,008            149,010            130,500            (18,508)            -12.4%

Total Retirement 2,338,753$       2,312,334$       2,493,787$       155,034$          6.6%

 

Total Personnel Costs 19,868,754$     19,846,120$     21,152,691$     1,283,937$       6.5%

 

FTEs 79.35 79.35 84.35 5.00 6.3%

 

Cost per FTE  

Salaries 178,823$          183,862$          182,245$          3,422               1.9%

Payroll Taxes 10,672             11,139             11,081             409                  3.8%

Benefits 31,425             25,968             27,883             (3,542)              -11.3%

Retirement 29,474             29,141             29,565             91                    0.3%

 

Total Cost per FTE 250,394$          250,109$          250,773$          379$                0.2%
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Table B-5: Meeting Expenses 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• The decrease in Reliability and Risk is a result of considering historical averages 

along with future travel expectations and assumptions.  

• The increase in Training and Education is due to the increased costs associated with 

the Reliability and CIP Workshops, technical workshops, and other activities aimed at 

helping entities achieve excellence in reliability, security and resiliency.  

• The decrease in Administrative Services is due to hosting all Board of Directors 

meetings at the corporate office and conducting one board meeting via conference call.  

  

Meeting Expenses

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget 

v 2021 

Budget

Variance 

%

Reliability Standards -$              -$              -$              -$               - 

Reliability and Risk 194,195         78,927           161,600         (32,595)          -16.8%

Compliance Monitoring and Enforcement 258,624         69,531           235,825         (22,799)          -8.8%

Reliability Assessment and Performance Analysis 113,500         35,318           103,000         (10,500)          -9.3%

Training and Education 221,000         115,710         255,600         34,600           15.7%

Situation Awareness and Infrastructure Security 58,200           23,778           51,500           (6,700)           -11.5%

Administrative Services 229,540         112,889         173,110         (56,430)          -24.6%

Total Meeting Expenses 1,075,059$    436,153$       980,635$       (94,424)$        -8.8%
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Table B-6: Consultants and Contracts 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• The decrease in Reliability and Risk is due to the removal of funds used to support 

the risk assessment and mitigation activities, as a result of having adequate resources 

in house. 

• The increase in Compliance Monitoring and Enforcement is due to the need to 

temporarily supplement staff in the event workload exceeds available resources. 

• The increase in Training and Education is due to the continuous improvement 

initiatives aimed at helping entities achieve excellence in reliability, risk identification, 

security, and resiliency  

• The decrease in Situational Awareness and Infrastructure Security is due to the 

decrease in the need of contractors to supplement workload.  

• The decrease in Administrative Services is due to the reduction in outside support 

needed to perform upgrades to the internal and external websites. 

 

Table B-7: Office Rent 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• The increase in Office Rent is due to the planned procurement of additional office 

space to address existing and future staffing needs, and provide the opportunity to host 

additional and larger meetings on-site. The increase in Utilities is due to higher monthly 

electric and operating expense charges.  

Consultants & Contracts

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget

Variance 

%

Reliability and Risk 30,000               4,000                 10,000               (20,000)              -66.7%

Compliance Monitoring and Enforcement 60,000               30,000               70,000               10,000               16.7%

Reliability Assessment and Performance Analysis 126,340             89,340               116,624             (9,716)                -7.7%

Training and Education 30,000               25,000               50,000               20,000               66.7%

Situation Awareness and Infrastructure Security 32,500               7,500                 10,000               (22,500)              -69.2%

Administrative Services 202,275             119,775             67,954               (134,321)            -66.4%

Consultants & Contracts Total 481,115$            275,615$            324,578$            (156,537)$           -32.5%

Office Rent

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget 

v 2021 

Budget

Variance 

%

Office Rent 437,532$       437,532$       512,532$       75,000$         17.1%

Data Center Rent 70,560           70,560           70,560           -                   0.0%

Utilities 31,200           67,220           45,000           13,800           44.2%

-                   -                   -                    

Total Office Rent 539,292$       575,312$       628,092$       88,800$         16.5%
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Table B-8: Office Costs 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• The increase in Telephone is due to the increase in number of corporate devices and 

monthly data plans.  

• The increase in Computer Supplies and Maintenance is due to the purchase of new 

products, along with the increase in renewal costs for existing service and maintenance 

contracts. 

 

Table B-9: Professional Services 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• The increase in Independent Trustee Fees is due to the increase in the annual retainer 

fees and the additional participation of the Directors on existing committees 

Office Costs

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget Variance %

Telephone 76,272$         76,272$         95,664$         19,392$         25.4%

Internet 42,072           27,477           43,572           1,500             3.6%

Office Supplies 23,530           23,530           19,340           (4,190)            -17.8%

Computer Supplies and Maintenance 624,005         616,302         733,403         109,398         17.5%

Publications & Subscriptions 15,180           15,180           26,384           11,204           73.8%

Dues 17,561           17,561           25,083           7,522             42.8%

Postage 1,400             1,400             1,300             (100)              -7.1%

Express Shipping 300               300               300               -                    0.0%

Copying 3,000             3,000             3,000             -                    0.0%

Reports -                    -                    -                    -                     - 

Stationary Forms 400               400               400               -                    0.0%

Equipment Repair/Service Contracts 6,080             6,080             8,330             2,250             37.0%

Merchant Card Fees 600               600               -                    (600)              -100.0%

 

Total Office Costs 810,400$       788,102$       956,776$       146,376$       18.1%

Professional Services

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget Variance %

Independent Trustee Fees 262,950$       339,932$       314,750$       51,800$           19.7%

Accounting & Auditing Fees 64,210          64,210          65,385          1,175               1.8%

Outside Legal 15,000          7,541            10,000          (5,000)              -33.3%

Insurance Commercial 100,323        100,323        91,200          (9,123)              -9.1%

-                   

Total Services 442,483$       512,001$       481,335$       38,852$           8.8%
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Table B-10: Miscellaneous  

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• No significant variances requiring explanation.    

 

Table B-11: Non-Operating Expenses 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• No significant variances requiring explanation.    

  

Miscellaneous Expense

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget Variance %

Miscellaneous 43,759$         27,059$        43,885$        126$                    0.3%

Total Miscellaneous Expense 43,759$         27,059$        43,885$        126$                    0.3%

Other Non-Operating Expenses

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget Variance %

Interest Expense -$              -$             -$             -$                      - 

Line of Credit Payment -                -               -               -                        - 

Office Relocation -                -               -               -                        - 

Total Non-Operating Expenses -$              -$             -$             -$                      - 
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Table B-12: Fixed Assets 

 

Explanation of Significant Variances – 2020 Budget versus 2021 Budget 

• The changes in Computer Hardware and Software are due to the changes in projects 

planned in 2020 compared to 2021. 

• The decreases in Furniture and Fixtures and Leasehold Improvements are due to 

the office modifications needed to address the current and future growth of the 

organization included in the 2020 budget.  

Fixed Assets

Budget

2020

Projection

2020

  Budget

 2021

Variance                  

2020 Budget v 

2021 Budget Variance %

Computer Hardware 75,000$         75,000$        175,000$      100,000$              133.3%

Computer Software 65,000          65,000          42,500 (22,500)                -34.6%

Furniture & Fixtures 14,000          14,000          0 (14,000)                -100.0%

Leasehold Improvements 236,000         236,000        0 (236,000)               -100.0%

Total Fixed Assets 390,000$       390,000$      217,500$      (172,500)$             -44.2%
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Table B-13: 2022 and 2023 Projections 

 

  

2021 2022 $ Change % Change 2023 $ Change % Change

Budget Projection 21 v 22 21 v 22 Projection 22 v 23 22 v 23

Funding

ERO Funding

ERO Assessments 22,764,995$      24,371,936$  1,606,941$         7.1% 25,712,393$    1,340,457$    5.5%

Penalty Sanctions 4,315,000         300,000        -4,015,000 -93% 300,000          -               0.0%

Total ERO Funding 27,079,995$      24,671,936$  (2,408,059)$        -8.9% 26,012,393$      - 

Membership Dues -$                 -$             -$                   - -$                -$               - 

Interest and Investment Income 50,000              50,000          -                    0.0% 50,000            -               0.0%

Miscellaneous Income -                   -               -                     - -                 -                - 

Total Funding (A) 27,129,995$      24,721,936$  (2,408,059)$        -8.9% 26,062,393$    -$              0.0%

Expenses

Personnel Expenses

Salaries 15,372,329$      15,762,427$  390,098$           2.5% 16,262,795$    500,368$       3.2%

Payroll Taxes 934,645            940,527        5,882                 0.6% 955,205          14,678          1.6%

Benefits 2,351,930         2,613,135     261,205             11.1% 2,850,229        237,094        9.1%

Retirement Costs 2,493,787         2,550,962     57,175               2.3% 2,615,552        64,590          2.5%

Total Personnel Expenses 21,152,691$      21,867,051$  714,360$           3.4% 22,683,781$    816,730$       3.7%

Meeting Expenses

Meetings & Conference Calls 379,635$          389,126$      9,491$               2.5% 398,854$         9,728$          2.5%

Travel 601,000            619,030        18,030               3.0% 637,601          18,571          3.0%

Total Meeting Expenses 980,635$          1,008,156$    27,521$             2.8% 1,036,455$      28,299$        2.8%

Operating Expenses, excluding Depreciation

Consultants & Contracts 324,578$          387,824$      63,246$             19.5% 451,702$         63,878$        16.5%

Office Rent 628,092            634,373        6,281                 1.0% 640,717          6,344            1.0%

Office Costs 956,776            1,039,615     82,839               8.7% 1,091,596        51,981          5.0%

Professional Services 481,335            486,148        4,813                 1.0% 491,010          4,861            1.0%

Miscellaneous 43,885              44,324          439                   1.0% 44,767            443               1.0%

Total Operating Expenses, excluding Depreciation 2,434,666         2,592,284     157,618             6.5% 2,719,791        127,507        4.9%

          Total Direct Expenses 24,567,992$      25,467,490$  899,498$           3.7% 26,440,027$    972,537$       3.8%

Indirect Expenses -$                 -$             -$                   - -$                -$               - 

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

Total Expenses (B) 24,567,992$      25,467,490$  899,498$           3.7% 26,440,027$    972,537$       3.8%

Change in Net Assets (= A - B) 2,562,003$        (745,554)$     (3,307,558)$        -129.1% (377,634)$        (972,537)$      130.4%

Fixed Asset Additions, excluding Right of Use Assets (C)        217,500            217,500        -$                  0.0% 217,500$         -$              0.0%

Allocation of Fixed Assets -$                 -$             -$                   - -$                -$               - 

Inc/(Dec) in Fixed Assets 217,500$          217,500$      -$                  0.0% 217,500$         -$              0.0%

Total Budget (= B+ C) 24,785,492$      25,684,990$  899,498$           3.6% 26,657,527$    972,537$       3.8%

Change in Working Capital (= A - B - C) 2,344,503$        (963,054)$     (3,307,558)$        -141.1% (595,134)$        (972,537)$      101.0%

FTEs 84.35 84.35 -                    0.0% 84.35 -               0.0%

Statement of Activities 

2022 and 2023 Projections
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Explanation of 2022 and 2023 Budget Projections  

The following is a breakdown of the projected budget ranges for 2022. 

2022 Lower Range: 3.6% 

• Personnel Expense: 3.4% 
o Wages Increase: 3%  
o Medical/Dental Premiums: 12%/8% 

• Meeting Expense: 2.5% 

• Travel Expense: 3.0% 

• Operating Expense: 6.5% 
o CMEP Data Migration: $35,000 
o Penetration Testing: $60,000 
o Capability Management Software used for building models and 

measuring maturity for various business processes: $75,000 
 

2022 Higher Range to Address At-Risk Initiatives: 6.9% 

• Personnel Expense: 7.2% 
o Wages Increase: 3%  
o Medical/Dental Premiums: 12%/8% 
o Hire 5 additional FTEs 

• Meeting Expense: 2.5% 

• Travel Expense: 3.0% 

• Operating Expense: 6.5% 
o CMEP Data Migration: $35,000 
o Penetration Testing: $60,000 
o Capability Management Software used for building models and 

measuring maturity for various business processes: $75,000 
Notes: 

1. 2022 projections are based on the 2021 budget. 
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The following is a breakdown of the projected budget ranges for 2023. 

 
2023 Lower Range: 3.8% 

• Personnel Expense: 3.7% 
o Wages Increase: 3%  
o Medical/Dental Premiums: 12%/8% 

• Meeting Expense: 2.5% 

• Travel Expense: 3.0% 

• Operating Expense: 4.9% 
o Program Improvements 

 
2023 Higher Range to Address At-Risk Initiatives: 9.1% 

• Personnel Expense: 9.9% 
o Wages Increase: 3%  
o Medical/Dental Premiums: 12%/8% 
o Includes the 5 FTEs from the 2022 projection 
o Hire 3 additional FTEs  

• Meeting Expense: 2.5% 

• Travel Expense: 3.0% 

• Operating Expense: 4.9% 
o Program Improvements 

 
Notes: 

1. 2023 projections are based on the 2022 lower range. 
  



 

ReliabilityFirst 2021 Business Plan and Budget: Final Version 
Approved by Board of Directors on June 4, 2020   72 

 

 

 

 

 

 

Section C: Non-Statutory Activities 
ReliabilityFirst performed only those functions delegated to it by the ERO in 2020 and 

the organization does not intend to perform any functions outside its ERO delegated 

activities in 2021, therefore Section C is not applicable.  
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Section D: Additional Consolidated Financial 

Statements
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2021 Consolidated Statement of Activities by Program 

 

Total Statutory Total

Non-

Statutory 

Total Statutory Total

Reliability Standards 

(Section 300) Reliability Assurance

Compliance 

Monitoring  and 

Enforcement

Reliability Assessment 

and Performance 

Analysis

 (Section 800)

Training and 

Education (Section 

900)

Situation Awareness 

and Infrastructure 

Security

(Section 1000)

General and 

Administrative Legal and Regulatory

Information 

Technology Human Resources

Accounting and 

Finance

Funding

ReliabilityFirst Funding

ReliabilityFirst Assessments 22,764,995        22,764,995   -         22,764,995           -                       6,306,159             8,693,238             2,521,893             1,394,660             1,504,541             2,344,503             -                       -                       -                       -                       

Penalty Sanctions 4,315,000          4,315,000     -         4,315,000             -                       1,335,913             2,003,870             440,851                200,387                333,978                -                       

Total ReliabilityFirst  Funding 27,079,995        27,079,995   -         27,079,995           -                       7,642,073             10,697,108           2,962,745             1,595,047             1,838,519             2,344,503             -                       -                       -                       -                       

Membership Dues -                    -               -         -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       

Interest and Investment Income 50,000              50,000         -         50,000                 -                       15,480                 23,220                 5,108                   2,322                   3,870                   -                       -                       -                       -                       -                       

Miscellaneous Income -                    -               -         -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       

Total Funding 27,129,995        27,129,995   -         27,129,995           -                       7,657,553             10,720,328           2,967,853             1,597,369             1,842,389             2,344,503             -                       -                       -                       -                       

Expenses

Personnel Expenses

Salaries 15,372,329        15,372,329   -         15,372,329           -                       3,721,390             5,128,355             1,495,220             707,053                843,467                1,135,272             677,773                835,627                470,422                357,750                

Payroll Taxes 934,645             934,645       -         934,645                -                       229,341                330,787                90,895                 36,672                 52,832                 43,704                 35,353                 60,553                 27,768                 26,740                 

Benefits 2,351,930          2,351,930     -         2,351,930             -                       489,951                773,137                162,238                89,322                 171,141                103,104                102,818                167,946                237,331                54,942                 

Retirement Costs 2,493,787          2,493,787     -         2,493,787             -                       572,344                789,805                228,591                111,869                133,310                159,241                107,227                130,877                73,647                 186,876                

Total Personnel Expenses 21,152,691        21,152,691   -         21,152,691           -                       5,013,026             7,022,084             1,976,944             944,916                1,200,750             1,441,321             923,171                1,195,003             809,168                626,308                

Meeting Expenses

Meetings & Conference Calls 379,635             379,635       -         379,635                -                       9,600                   9,825                   8,000                   237,600                1,500                   32,000                 1,000                   23,160                 56,600                 350                      

Travel 601,000             601,000       -         601,000                -                       152,000                226,000                95,000                 18,000                 50,000                 20,000                 15,000                 11,000                 8,000                   6,000                   

Total Meeting Expenses 980,635             980,635       -         980,635                -                       161,600                235,825                103,000                255,600                51,500                 52,000                 16,000                 34,160                 64,600                 6,350                   

Operating Expenses

Consultants & Contracts 324,578             324,578       -         324,578                -                       10,000                 70,000                 116,624                50,000                 10,000                 -                       3,500                   45,204                 19,250                 -                       

Office Rent 628,092             628,092       -         628,092                -                       -                       -                       -                       -                       -                       557,532                -                       70,560                 -                       -                       

Office Costs 956,776             956,776       -         956,776                -                       277,705                92,186                 46,862                 17,070                 31,334                 72,240                 25,758                 330,296                16,685                 46,640                 

Professional Services 481,335             481,335       -         481,335                -                       -                       -                       -                       -                       -                       314,750                10,000                 -                       22,060                 134,525                

Miscellaneous 43,885              43,885         -         43,885                 -                       -                       7,400                   -                       500                      -                       14,325                 -                       3,160                   18,500                 -                       

Total Operating Expenses 2,434,666          2,434,666     -         2,434,666             -                       287,705                169,586                163,486                67,570                 41,334                 958,847                39,258                 449,220                76,495                 181,165                

Total Direct Expenses 24,567,992        24,567,992   -         24,567,992           -                       5,462,331             7,427,495             2,243,430             1,268,086             1,293,584             2,452,168             978,429                1,678,383             950,263                813,823                

Indirect Expenses 0                       0                  -         0                          -                       2,127,884             3,191,826             702,202                319,183                531,971                (2,452,168)            (978,429)              (1,678,383)            (950,263)              (813,823)              

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

Total Expenses 24,567,992        24,567,992   -         24,567,992           -                       7,590,215             10,619,321           2,945,632             1,587,269             1,825,555             -                       -                       -                       -                       -                       

Change in Assets 2,562,003          2,562,003     -         2,562,003             -                       67,337                 101,006                22,221                 10,101                 16,834                 2,344,503             -                       -                       -                       -                       

Fixed Assets

Computer & Software CapEx 217,500             217,500       -         217,500                -                       -                       -                       -                       -                       -                       -                       -                       217,500                -                       -                       

Furniture & Fixtures CapEx -                    -               -         -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       

Equipment CapEx -                    -               -         -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       

Leasehold Improvements -                    -               -         -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       -                       

217,500             217,500       -         217,500                -                       -                       -                       -                       -                       -                       -                       -                       217,500                -                       -                       

Allocation of  Fixed Assets 0                       0                  -         0                          -                       67,337                 101,006                22,221                 10,101                 16,834                 -                       -                       (217,500)              -                       -                       

Inc/(Dec) Fixed Assets 217,500             217,500       -         217,500                -                       67,337                 101,006                22,221                 10,101                 16,834                 -                       -                       -                       -                       -                       

Total Budget 24,785,492        24,785,492   -         24,785,492           -                       7,657,553             10,720,328           2,967,853             1,597,369             1,842,389             -                       -                       -                       -                       -                       

Change in Working Capital 2,344,503          2,344,503     -         2,344,503             -                       -                       -                       -                       -                       -                       2,344,503             -                       -                       -                       -                       

FTEs 84.35                84.35           -         84.35                   -                       20.00                   30.00                   6.60                     3.00                     5.00                     4.00                     3.00                     7.00                     3.00                     2.75                     

Functions in Delegation Agreement
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Statement of Financial Position 

(Per Audit)

31-Dec-19

ASSETS

Current Assets

Cash 2,836,707                        

Cash - Regulatory Designated 4,417,627                        

Investments 6,430,393                        

Accounts receivable, net of allowance for uncollectible accounts 79,512                             

Prepaid expenses 208,076                           

Total Current Assets 13,972,315                       

Noncurrent Assets

Deferred Compensation Plan Assets 349,547                           

Total Noncurrent Assets 349,547                           

Fixed Assets

Furniture and Equipment 371,514                           

Leasehold Improvements 2,034,076                        

Computer Hardware and Software 3,403,513                        

Less Accumulated Deprecation (3,863,996)                       

Total Fixed Asets 1,945,107                        

Total Assets 16,266,969                       

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts payable 188,640                           

Accrued expenses 4,372,451                        

Deferred Rent 200,245                           

         Total Current Liabilities 4,761,336                        

Long Term Liabilities

Accrued expenses 253,624                           

Deferred Revenue 350,000                           

Deferred Rent 1,481,414                        

Deferred Compensation 349,547                           

Total Long Term Liabilities 2,434,585                        

Total Liabilities 7,195,921                        

Net Assets

     Without Donor Restrictions

       Undesignated 1,508,669                        

       Operating Reserve Fund 1,000,000                        

       Working Capital Reserve Fund 2,144,752                        

       Regulatory Designated Funds 4,417,627                        

Total Net Asset 9,071,048                        

Total Liabilities and Net Assets 16,266,969                       

2019 Statement of Financial Position 

STATUTORY and NON-STATUTORY
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Appendix A: 2020 – 2021 Organization Chart 
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RESOLUTION NO. 2020-3 

 

Resolution for  

Approval of the 2021 Business Plan and Budget 
 

 
WHEREAS, the proposed 2021 Business Plan and Budget has been recommended for 

adoption by the President & Chief Executive Officer and the Treasurer of the Corporation; 

 

WHEREAS, the Board of Directors has reviewed the proposed 2021 Business Plan and 

Budget and, on April 28, 2020, approved the public posting of the proposed 2021 Business Plan 

and Budget for a 30-day comment period and submittal to the North American Electric 

Reliability Corporation (NERC);  

 

WHEREAS, on April 28, 2020, staff publicly posted the proposed 2021 Business Plan 

and Budget for a 30-day comment period and thereafter submitted it to NERC for review; 

 

WHEREAS, the Corporation has not yet received and does not anticipate receiving 

during the 30-day comment period or NERC review period, any comment that requests or 

information that indicates a need for a material modification to the proposed 2021 Business Plan 

and Budget; 

 

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors finds the 

proposed 2021 Business Plan and Budget adequate and sufficient for the Corporation to perform 

its statutory functions; 

 

FURTHER RESOLVED, that the Board of Directors approves, substantially in the form 

presented to the Board of Directors at this meeting, the proposed 2021 Business Plan and 

Budget; 

 

FURTHER RESOLVED, that all actions heretofore taken by the authorized officers of 

the Corporation in connection with the subject matter of any of the foregoing resolutions be, and 

they hereby are, approved, confirmed, and ratified in all respects; and 

 

FINALLY RESOLVED, that the appropriate officers of the Corporation be and they 

hereby are authorized and directed to take all actions and execute all such documents as they 

deem necessary or appropriate to effectuate the foregoing resolutions. 

 

 

 

 

 

 



 

 

 2 

As adopted on this ____ day of June, 2020 by 

the Board of Directors, 

 

 

 

Niki Schaefer 

Vice President, General Counsel & Corporate 

Secretary 
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States Bulk-Power System
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Overview

 Issued: May 1, 2020

Purpose

• Unrestricted foreign supply of BPS equipment allows adversaries to create and 

exploit vulnerabilities

• Additional steps required to protect security, integrity, reliability of the BPS

BPS equipment affected (if not on list, outside scope)

• Items used in BPS substations, control rooms, or power generating stations, 

including reactors, capacitors, substation transformers, current coupling 

capacitors, large generators, backup generators, substation voltage regulators, 

shunt capacitor equipment, automatic circuit reclosers, instrument transformers, 

coupling capacity voltage transformers, protective relaying, metering equipment, 

high voltage circuit breakers, generation turbines, industrial control systems, 

distributed control systems, safety instrumented systems
2
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Other Key Terms

Foreign adversary:

• Any foreign government or foreign company engaged in a long-term pattern or 

serious instances of conduct significantly adverse to the national security of the 

U.S. or its allies or the security and safety of U.S. persons

• Likely directed at China, Russia, N. Korea, Iran but not specified in Order

Prohibited activity: The acquisition, importation, transfer or installation of 

BPS equipment where the Secretary of Energy (in consultation with other 

departments/agencies) has determined that the transaction

• Involves BPS equipment designed, developed, manufactured or supplied subject 

to the control jurisdiction or direction of a foreign adversary; AND

• Poses an undue risk to the design, integrity, manufacturing, production, 

distribution, installation, operation or maintenance of the BPS

3
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Implementation

Within 150 days, Secretary of Energy must publish regulations 

implementing order

As soon as possible, Secretary of Energy must:

• Identify BPS equipment implicated by the Order; AND

• Develop recommendations on ways to identify, isolate, monitor or replace the 

equipment, taking into account overall risk to the BPS

Secretary of Energy has discretion to:

• Allow mitigating measures for an otherwise prohibited transaction to take place

• Publish criteria for recognizing specific equipment/vendors as pre-qualified for 

future transactions

4
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Task Force

Creation of Task Force on Federal Energy Infrastructure 

Procurement Policies Related to National Security

Task force make-up:
• Chaired by Secretary of Energy

• Includes Secretaries of Defense, Interior, Commerce, Homeland Security, Directors of National 

Intelligence and the Office of Management and Budget

• Mandatory engagement of distribution system industry groups

Task force imperatives:
• Develop a set of energy infrastructure procurement policies

• Evaluate methods and criteria used to incorporate national security concerns into energy security 

and cybersecurity policies

• Consult with the Electricity Subsector Coordinating Council and the Oil and Natural Gas 

Subsector Coordinating Council

5
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Background and Context

NERC, FERC, Industry Leaders consulted

Applies to lines rated 69 kV and above

Product of findings from multiple expert reports detailing supply 

chain risks to grid reliability and security

Related to:

• May 2019 Order Securing the Information and Communications Technology and 

Services Supply Chain in application to SCADA

• Department of Commerce investigation into transformers and related 

components

6
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Implications for ERO and Stakeholders

Positive step toward further supply chain risk management

Details around the application of the Order and implementing 

regulations have not been released; currently just a framework

• DOE currently holding a series of stakeholder webinars to provide awareness 

and general information about the Order

‒ DOE has also established an information page on their website which can be found here

 Intended to be complementary to CIP-013

Risks will need to be balanced with commercial realities and 

implications

7
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EXECUTION VERSION 

Amended and Restated ReliabilityFirst Regional Delegation Agreement 

AMENDED AND RESTATED DELEGATION AGREEMENT BETWEEN                   
NORTH AMERICAN ELECTRIC RELIABILITY CORPORATION 

AND RELIABILITYFIRST CORPORATION 

AMENDED AND RESTATED DELEGATION AGREEMENT (“Agreement”) 

Effective as of January 1, 20162021, between the North American Electric Reliability 

Corporation (“NERC”), an organization certified by the Federal Energy Regulatory Commission 

(“Commission”) pursuant to Section 215(c) of the Federal Power Act to establish and enforce 

Reliability Standards for the Bulk-Power System, and ReliabilityFirst Corporation 

(“ReliabilityFirst”), an organization established to develop and enforce Reliability Standards 

within the geographic boundaries identifieddescribed in Exhibit A to this Agreement, and for 

other purposes.  NERC and ReliabilityFirst may be individually referred to herein as “Party” or 

collectively as “Parties.” 

WITNESSETH 

WHEREAS, Subtitle A of the Electricity Modernization Act of 2005 added Section 215 

to the Federal Power Act (16 U.S.C. § 824o) (hereafter “the Act”), which, among other things, 

provides for the establishment of an Electric Reliability Organization (“ERO”) to develop and 

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

System; 

WHEREAS, the Commission has adopted regulations for the implementation of the 

Act, which are set forth at Chapter I, Title 18, Code of Federal Regulations, Part 39 (the “ERO 

Regulations”); 

WHEREAS, the Commission has certified NERC as the ERO that will, in accordance 

with the Act, establish and enforce Reliability Standards for the Bulk-Power System, subject to 

certain delegation provisions described below; 

WHEREAS, the Act recognizes the international interdependency of electric reliability 

within North America and envisions the ERO and such applicable Regional Entities as 

international organizations; 

WHEREAS, the Act and Section 39.8 of the ERO Regulations provide for the 
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delegation by the ERO of authority to propose and enforce Reliability Standards to regional 

entities (“Regional Entities”) such as ReliabilityFirst, provided that: 

(A) The Regional Entity is governed by — 

(i)       an independent board; 

(ii)(i) a balanced stakeholder board; or 

(iii)(ii) a hybrid board consisting of a combination of independent and 

balanced stakeholder boardmembers. 

(B) The Regional Entity otherwise satisfies the provisions of Section 215(c)(1) and (2) 

of the Act; and 

(C) The agreement promotes effective and efficient administration of Bulk-Power 

System reliability; 

WHEREAS, certain Regional Entities are organized on an Interconnection-wide basis 

and are therefore entitled to the presumption set forth in the Act that: “[t]he ERO and the 

Commission shall rebuttably presume that a proposal for delegation to a Regional Entity 

organized on an Interconnection-wide basis promotes effective and efficient administration of 

bulk power system reliability and should be approved”; 

WHEREAS, the Act further provides that the ERO shall rebuttably presume that a 

proposal from a Regional Entity organized on an Interconnection-wide basis for a Reliability 

Standard or modification to a Reliability Standard to be applicable on an Interconnection-wide 

basis is just, reasonable, and not unduly discriminatory or preferential, and in the public interest; 

WHEREAS, ReliabilityFirst is not organized on an Interconnection-wide basis and 

therefore is not entitled to the rebuttable presumptions accorded such an entity; 

WHEREAS, NERC will work through ReliabilityFirst to carry out certain of its 

activities in furtherance of its responsibilities as the ERO under the Act; 

WHEREAS, NERC has concluded that ReliabilityFirst meets all requirements of the 

Act, the ERO Regulations, and the NERC Rules of Procedure as approved by the Commission 

(“NERC Rules of Procedure”) necessary to qualify for delegation; and 

WHEREAS, NERC and ReliabilityFirst, having operated under a predecessor 
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agreement to this Agreement, have negotiated this amended and restated Agreement so as to 

incorporate the benefits of their mutual experience and lessons learned while operating under 

the predecessor agreement and thereby provide for the more efficient and effective execution 

of their respective responsibilities in a transparent manner that is pursuant to Section 215 of 

the Act and the ERO Regulations; 

NOW, THEREFORE, in consideration of the mutual covenants and agreements 

herein contained, NERC and ReliabilityFirst agree as follows: 

1. Definitions. The capitalized terms used in this Agreement shall be defined as set forth 

in the Act, the ERO Regulations, the NERC Rules of Procedure, or the NERC Glossary of 

Terms Used in Reliability Standards, or, if not so defined, shall be defined as set forth in this 

Section 1 or elsewhere in the text of this Agreement: 

(a) Breach means (i) the failure of a Party to perform or observe any material term, 

condition or covenant of the Agreement or (ii) a representation in Section 2 of the Agreement 

shall have become materially untrue. 

(b) Cross-Border Regional Entity means a Regional Entity that encompasses a part of 

the United States and a part of Canada or Mexico. 

(c) Delegated Authority means the authority delegated by NERC to ReliabilityFirst to 

propose and enforce Reliability Standards, consistent with Section 4(d) and the boundaries 

identified in Exhibit A pursuant to the Act and to undertake related activities set forth in this 

Agreement in furtherance of these delegated functions in accordance with the Act, the ERO 

Regulations and this Agreement. 

2. Representations. 

(a) For purposes of its Delegated Authority, ReliabilityFirst hereby represents and 

warrants to NERC that: 

(i)  ReliabilityFirst is and shall remain during the term of this Agreement 

validly existing and in good standing pursuant to all applicable laws relevant to this Agreement 

and that no applicable law, contract or other legal obligation prevents it from executing this 

Agreement and fulfilling its obligations hereunder.  ReliabilityFirst is governed in accordance 
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with its bylaws by a hybrid board consisting of a combination of independent and balanced 

stakeholder board members.  Pursuant to these bylaws, no two industry sectors can control any 

ReliabilityFirst decision and no single industry sector can veto any ReliabilityFirst decision.  

The relevant criteria for the establishment of such bylaws are attached hereto in Exhibit B.  No 

other ReliabilityFirst corporate governance documents shall be inconsistent with the criteria in 

Exhibit B.   

(i)(ii) ReliabilityFirst has and shall retain during the term of this Agreement a 

governing board with a sufficient number of independent members to perform certain oversight 

obligations, including those relating to: (A) nomination of independent governing board 

members, (B) compensation for the Regional Entity chief executive officer, and, (C) 

compliance monitoring and enforcement program implementation. ReliabilityFirst has and shall 

retain, during the term of this agreement, fair and reasonable compensation for independent 

governing board members. ReliabilityFirst has and shall retain, during the term of this 

agreement, appropriate conflict of interest and recusal policies with respect to their employees, 

nonindependent and independent governing board members and will avoid any conflicts of 

interest, including but not limited to, significant commercial relationships with registered 

entities. Each Regional Entity’s implementation of these requirements has been documented 

and accepted by NERC based on principles developed in consultation with the Regional Entities 

and such implementation will be reviewed in connection with renewal of this Agreement. 

(ii)(iii) ReliabilityFirst has developed a standards development procedure, 

which provides the process that ReliabilityFirst may use to develop Regional Reliability 

Standards that are proposed to NERC for adoption. 

(iii)(iv) As set forth in Exhibit D hereto, ReliabilityFirst has adopted the 

NERC Compliance Monitoring and Enforcement Program, Appendix 4C to the NERC Rules of 

Procedure, which provides for the enforcement of Reliability Standards for the registered 

entities assigned to within ReliabilityFirst as reflected on NERC’s geographic boundaries as 

shown in Exhibit A Compliance Registry. 

(b) NERC hereby represents and warrants to ReliabilityFirst that: 

(i) NERC is and shall remain during the term of this Agreement validly 

existing and in good standing pursuant to all applicable laws relevant to this Agreement and that 
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no applicable law, contract or other legal obligation prevents it from executing this Agreement 

and fulfilling its obligations hereunder; and 

(ii) NERC has been certified as the ERO by the Commission pursuant to the 

Act. 

(iii) NERC shall comply with its Certificate of Incorporation, Bylaws and 

Rules of Procedure, as from time to time adopted, approved or amended. 

3. General Covenants. 

(a) During the term of this Agreement, ReliabilityFirst shall maintain and preserve its 

qualifications for delegation pursuant to the Act and shall not amend its Regional Entity Rules 

without NERC approval, which shall not be unreasonably withheld or delayed and which shall, 

in the case of a Regional Entity organized on an Interconnection-wide basis, be governed by the 

presumptions provided for in Section 215(d)(2) and (e)(4)(C) of the Act, and be subject to any 

required Commission approval. 

(b) ReliabilityFirst shall provide NERC with a copy of its Regional Entity Rules upon 

request by NERC. NERC shall maintain on its public website the currently effective versions of 

all Regional Entity bylaws and Regional Entity standard development procedures.  

(c) During the term of this Agreement, NERC shall maintain its qualification and 

status as the ERO pursuant to the Act and, subject to the provisions of Sections 17 and 18 of this 

Agreement, NERC shall not adopt amendments to the NERC Rules of Procedure that conflict 

with the rights, obligations or programs of ReliabilityFirst under this Agreement without first 

obtaining the consent of ReliabilityFirst, which consent shall not be unreasonably withheld or 

delayed. 

(d) During the term of this Agreement, NERC and ReliabilityFirst shall adhere to and 

require that all participants in their respective activities under this Agreement follow and comply 

with the NERC Antitrust Compliance Guidelines. 

(e) For purposes of this Agreement, NERC shall collaborate with the Regional Entities 

in the development of guidance, policies and procedures, and oversight parameters as 

contemplated by this Agreement.  In the event that collaboration is not successful on any such 

matter, the NERC President may issue a directive with respect to such matter pursuant to Section 
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8 herein, and such directive shall be binding upon ReliabilityFirst.  

4. Delegation of Authority. 

(a) Based upon the representations, warranties and covenants of ReliabilityFirst in this 

Agreement, ReliabilityFirst’s corporate governance documents, ReliabilityFirst’s standards 

development process, and the compliance monitoring and enforcement program set forth in 

Exhibit D, NERC hereby delegates authority, pursuant to Section 215(e)(4) of the Act, to 

ReliabilityFirst for the purpose of proposing Reliability Standards to NERC, as set forth in 

Section 5 of this Agreement, and enforcing Reliability Standards, as set forth in Section 6 of this 

Agreement, within the geographic boundaries and such other scope set forth in Exhibit A, 

provided, that ReliabilityFirst shall not monitor and enforce compliance with Reliability 

Standards for ReliabilityFirst or an affiliated entity with respect to reliability functions for which 

ReliabilityFirst or an affiliate is a Registered Entity.  Any exclusions from this delegation of 

authority to ReliabilityFirst within, or additions to this delegation of authority to ReliabilityFirst 

beyond, the geographic boundaries set forth in Exhibit A are stated in Exhibit A. 

(b) In circumstances where ReliabilityFirst or an affiliated entity is a Registered 

Entity, ReliabilityFirst shall enter into an agreement with another Regional Entity or NERC for 

the other Regional Entity or NERC to monitor and enforce ReliabilityFirst’s or affiliate’s 

compliance with Reliability Standards.  Such agreements are subject to NERC and Commission 

approval. 

(c)(b) Nothing in this Agreement shall prohibit ReliabilityFirst from entering into an 

arrangement between one or more other Regional Entities to perform compliance monitoring and 

enforcement activities outside of its region, on behalf of NERC and/or other Regional Entities, 

for Registered Entities that have registered functions monitored by more than one Regional 

Entity, subject to approval by NERC. 

(d)(c) For Cross-Border Regional Entities, the authority delegated by this Agreement 

shall extend only to the portion of the region identified in Exhibit A that is within the United 

States.  Any delegation of authority by Applicable Governmental Authorities in Canada or 

Mexico shall be governed by the law of such authority or a separate agreement and is outside the 

scope of this Agreement; provided, however, that both ReliabilityFirst and NERC shall endeavor 

to ensure that this Agreement and any such separate agreement are compatible. 
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(e)(d) As a condition to this delegation of authority and subject to the provisions of 

Section 17 of this Agreement, ReliabilityFirst shall comply with the applicable provisions of 

NERC’s Certificate of Incorporation, Bylaws, Rules of Procedure, and Reliability Standards, as 

from time to time adopted, approved, or amended. 

5. Development and Proposal of Reliability Standards. 

(a) In connection with its Delegated Authority, ReliabilityFirst shall be entitled to: 

(i) propose Reliability Standards, Regional Variances, or modifications 

thereof to NERC, which shall be considered by NERC through an open and inclusive process 

for proposing and adopting Reliability Standards that affords ReliabilityFirst reasonable notice 

and opportunity to be heard; and 

(ii) develop Regional Reliability Standards through ReliabilityFirst’s process. 

ReliabilityFirst’s process shall be consistent with the NERC Rules of Procedure and 

Commission directives.  Any changes to ReliabilityFirst’s process shall be submitted to the 

NERC Board of Trustees for approval and upon approval, be submitted to the Commission for 

approval.  Proposals approved through ReliabilityFirst’s process shall be reviewed by the NERC 

Board of Trustees after NERC provides notice and an opportunity for interested persons to 

comment.  In the case of a proposal from a Regional Entity organized on an Interconnection-

wide basis, comments shall be limited to the factors identified in NERC Rule of Procedure 

312.3 as it may be amended from time to time.  The NERC Board of Trustees shall promptly 

thereafter consider such proposed Regional Reliability Standard or Regional Variance, applying 

the rebuttable presumption described in subsection 5(b) of this Agreement if the proposed 

Regional Reliability Standard or Regional Variance is from a Regional Entity organized on an 

Interconnection-wide basis, and either approve the proposed Regional Reliability Standard or 

Regional Variance and submit it to the Commission for approval, or disapprove it in writing 

setting forth its reasons.  ReliabilityFirst may appeal any disapproval of a proposed Regional 

Reliability Standard or Regional Variance to the Commission.   

(b) Pursuant to Section 215(d)(3) of the Act, NERC shall rebuttably presume that a 

proposal from a Regional Entity organized on an Interconnection-wide basis for a Regional 

Reliability Standard or Regional Variance or modification thereof to be applicable on an 

Interconnection-wide basis is just, reasonable, and not unduly discriminatory or preferential, 
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and in the public interest.  Any person challenging such proposal from the Regional Entity 

organized on an Interconnection-wide basis shall have the burden of proof.  NERC shall not 

find that this presumption has been rebutted except based upon substantial evidence that has 

been disclosed to, and been subject to comment by, the Interconnection-wide Regional Entity 

during NERC’s review of the proposal. 

6. Enforcement of Compliance with Reliability Standards. 

(a) In connection with its delegated authority pursuant to this Agreement, 

ReliabilityFirst shall enforce Reliability Standards (including Regional Reliability Standards and 

Regional Variances) within the boundaries set forth in Exhibit A through the compliance 

monitoring and enforcement program set forth in Exhibit D.  NERC and ReliabilityFirst agree 

that this compliance monitoring and enforcement program meets all applicable requirements of 

the Act, Order No. 672 of the Commission, and the ERO Regulations, including, inter alia, the 

requirement for an audit program pursuant to Section 39.7(a) of the ERO Regulations, the 

assessment of penalties pursuant to Section 39.7(c) through 39.7(g) of the ERO Regulations and 

the requirements for due process.  ReliabilityFirst may not change its compliance monitoring and 

enforcement program set forth in Exhibit D absent NERC’s approval, which shall not be 

unreasonably withheld or delayed, and the approval of the Commission.  Subject to the rights 

and limitations specified in Sections 17 and 18 of this Agreement, ReliabilityFirst agrees to 

comply with the NERC Rules of Procedure, with any directives issued pursuant to Section 8(c) 

of this Agreement, and with any guidance and directions issued by the NERC Board of Trustees 

or a Board committee pursuant to Section 8(d) of this Agreement, in implementing this program.  

(b) ReliabilityFirst shall maintain a program of proactive monitoring and enforcement 

of compliance with Reliability Standards, in accordance with the NERC Compliance Monitoring 

and Enforcement Program and the annual ERO Compliance Monitoring and Enforcement 

Program Implementation Plan.  

(c)  ReliabilityFirst shall report promptly to NERC information regarding 

noncompliance with a Reliability Standard, and its eventual disposition by ReliabilityFirst, as set 

forth in, and subject to the confidentiality and disclosure provisions of, the NERC Rules of 

Procedure, the NERC Compliance Monitoring and Enforcement Program, this Agreement, 

compliance and enforcement program procedures and guidance that NERC may from time to 
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time develop and the ERO Regulations.  NERC shall promptly forward such report to the 

Commission, as required by the ERO Regulations, or as the Commission shall from time to time 

direct.  NERC and ReliabilityFirst shall cooperate in filing such periodic summary reports and 

analyses as the Commission shall from time to time direct. 

(d) All dispositions by ReliabilityFirst of noncompliance with Reliability Standards 

shall be reported to NERC for review.  NERC shall develop and implement policies and 

procedures for the review and, where appropriate, approval of dispositions of noncompliance.  

(e) As part of its compliance monitoring and enforcement program, ReliabilityFirst 

shall maintain a conflict of interest policy that assures the integrity and independence of such 

program, including the integrity and independence of the persons or decision-making bodies 

making final determinations in compliance enforcement actions under Section 5.0 of the NERC 

Compliance Monitoring and Enforcement Program.  Subject to Section 2. (a) (i), A Regional 

EntityReliabilityFirst may have stakeholders lead or participate in its board compliance 

committee so long as integrity and independence are assured through reasonable and appropriate 

recusal procedures. 

7. Delegation-Related Activities. 

NERC will engage ReliabilityFirst on its behalf to carry out certain of its activities that 

are in furtherance of Bulk-Power System reliability and NERC’s responsibilities as the ERO 

under the Act or in support of the Delegated Authority, as specified in the NERC Rules of 

Procedure and listed in Exhibit E.  NERC may from time to time develop policies or 

procedures, which shall be used by ReliabilityFirst in the performance of the delegation-related 

activities.  These delegation-related activities shall include, but are not limited to, those 

described in subsections (a) through (g), each of which shall be considered a statutory activity: 

(a) Certification of Bulk-Power System Entities. The NERC Board of Trustees 

shall set criteria for certification in accordance with the NERC Rules of Procedure. 

Certifications shall be issued in accordance with the NERC Rules of Procedure. 

(b) Registration of owners, operators, and users of the Bulk-Power System as 

responsible for compliance with requirements of Reliability Standards. 

(i) The NERC Board of Trustees shall develop criteria for registration of 
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owners, operators, and users of the Bulk-Power System as Registered Entities in the NERC 

Rules of Procedure and shall apply the registration criteria to register owners, operators and 

users of the Bulk-Power System as Registered Entities. 

(ii) NERC shall maintain a registration database of Registered Entities, based 

on data and information provided by ReliabilityFirst and other Regional Entities.  

ReliabilityFirst shall provide timely and accurate information relating to registrations to NERC, 

as needed, to enable NERC to maintain a registration database that is accurate and up-to-date 

and to enable NERC to satisfy its monthly reporting obligation. 

(iii) The NERC Board of Trustees Compliance Committee shall hear and 

decide appeals from owners, operators and users of the Bulk-Power System contesting 

registration, in accordance with the NERC Rules of Procedure.  If the NERC Board of Trustees 

Compliance Committee upholds the decision to register an owner, operator, or user, NERC 

shall defend the decision in any subsequent appeal of the decision by the Registered Entity to 

the Commission. 

(c) Reliability Assessment and Performance Analysis. ReliabilityFirst shall 

develop assessments of the reliability of the Bulk-Power System, or ensure that data and 

information are collected, analyzed and provided to NERC in support of the development of 

reliability assessments, in accordance with the NERC Rules of Procedure.  ReliabilityFirst shall 

also develop and maintain, and collect data in support of the development and maintenance of, 

reliability performance metrics and assessments of risks to the Reliable Operation of the Bulk-

Power System, in accordance with the NERC Rules of Procedure and NERC directives, and 

policies and procedures related to data-gathering, quality control, forms, and reporting 

mechanisms that NERC may from time to time develop. 

(d) Event Analysis and Reliability Improvement. ReliabilityFirst shall conduct 

event analysis pursuant to the NERC Rules of Procedure, applicable governmental regulations, 

and policies and procedures that NERC may from time to time develop. NERC and 

ReliabilityFirst shall coordinate event analysis to support the effective and efficient use of their 

collective resources, consistency in event analysis, and timely delivery of event analysis reports.  

In collaboration with NERC, ReliabilityFirst shall disseminate to the electric industry lessons 

learned and other information obtained or resulting from event analysis. 
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(e) Training and Education. ReliabilityFirst may provide training and education to 

Registered Entities, as it deems necessary, in support of its performance of delegated functions 

and related activities under this Agreement.  NERC may also provide training and education 

programs to Registered Entities on topics relating to NERC’s responsibilities as the ERO. 

(f) Situation Awareness. ReliabilityFirst shall gather and assess situation awareness 

information provided by Registered Entities pursuant to the NERC Rules of Procedure, 

applicable governmental regulations, and policies and procedures that NERC may from time to 

time develop, and shall provide other data, information and assistance to NERC in support of 

NERC’s activities in monitoring present conditions, and responding to events, on the Bulk-

Power System. 

(g) Critical Infrastructure Security. ReliabilityFirst shall collaborate with NERC in 

its efforts to coordinate electric industry activities to promote critical infrastructure protection of 

the Bulk-Power System in North America. 

8. Oversight of Performance of Delegated Functions and Related Activities. 

This Section 8 sets forth processes and procedures which the Parties intend shall be used 

in NERC’s oversight of ReliabilityFirst’s performance of its Delegated Authority and related 

activities pursuant to this Agreement.  It is the intent of NERC and ReliabilityFirst that matters 

relating to NERC’s oversight of ReliabilityFirst’s performance of its Delegated Authority and 

related activities shall be established or resolved by collaboration between NERC and 

ReliabilityFirst and, where applicable, other Regional Entities, to the maximum extent possible, 

consistent with the construct that NERC and the Regional Entities are operating together in a 

collaborative manner to carry out the responsibilities of the ERO under Section 215 of the Act 

and the ERO Regulations. 

(a) (i)  NERC shall develop, in collaboration with ReliabilityFirst and other 

Regional Entities, performance goals, performance reports, measures and other parameters 

(including, without limiting the scope of such goals, financial performance goals), which shall 

be used to measure NERC’s and ReliabilityFirst’s performance of their respective functions and 

related activities.  The performance goals, measures and parameters and the form of 

performance reports shall be approved by the NERC President and shall be made public.  

ReliabilityFirst shall provide data, information and reports to NERC, in accordance with 
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established schedules, to enable NERC to calculate ReliabilityFirst’s performance to the agreed-

upon goals, measures and parameters. 

(ii) NERC shall use the performance goals, measures and parameters, and 

performance reports to evaluate ReliabilityFirst’s performance of its delegated functions and 

related activities and to provide advice and direction to ReliabilityFirst on performance 

improvements.  The performance goals, measures and other parameters, and the values of such 

goals, measures and parameters, shall be reviewed by NERC, ReliabilityFirst and the other 

Regional Entities, revised if appropriate, and made public, on the same timeline as the annual 

business planning and budgeting process described in Section 9 of this Agreement. 

(iii) At the request of the President of NERC, ReliabilityFirst shall be required 

to develop, submit for NERC approval, and implement action plans to address, areas of its 

performance that are reasonably determined by NERC, based on analysis of ReliabilityFirst’s 

performance against the performance goals, measures and parameters, or performance of 

specific activities, to be unsatisfactory, provided, that prior to requiring ReliabilityFirst to adopt 

and implement an action plan or other remedial action, NERC shall issue a notice to 

ReliabilityFirst of the need and basis for an action plan or other remedial action and provide an 

opportunity for ReliabilityFirst to submit a written response contesting NERC’s evaluation of 

ReliabilityFirst’s performance and the need for an action plan.  ReliabilityFirst may request that 

the President of NERC reconsider the request, and thereafter may request that the NERC Board 

of Trustees review and reconsider the request.  NERC and ReliabilityFirst shall work 

collaboratively as needed in the development and implementation of ReliabilityFirst’s action 

plan.  A final action plan submitted by ReliabilityFirst to NERC shall be made public unless 

the President of NERC makes a written determination that the action plan or specific portions of 

the plan should be maintained as non-public. 

(b) NERC shall make available to ReliabilityFirst standardized training and education 

programs, which shall be designed taking into account input from ReliabilityFirst and other 

Regional Entities, for ReliabilityFirst personnel on topics relating to the delegated functions and 

related activities. 

(c) (i)  NERC may issue directives to ReliabilityFirst concerning the manner in 

which ReliabilityFirst shall perform its delegated functions and related activities under this 
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Agreement.  The NERC Rules of Procedure, or any other ERO Rule requiring approval of the 

Commission, shall not be considered “directives.”  NERC shall initiate the development of a 

directive through a collaborative process with ReliabilityFirst and, if applicable, other Regional 

Entities to which the directive will apply.  Any directive developed through the collaborative 

process shall be approved by, and issued under the signature of, the NERC President. 

(ii) If after a period of time that is reasonable under the circumstances, NERC 

and ReliabilityFirst and, if applicable, other Regional Entities, are unable to reach agreement on 

the contents of the directive, NERC may issue the directive with the approval of and under the 

signature of the NERC President. 

(iii) Upon issuance of a directive by the NERC President, it shall be binding 

upon, and shall be complied with by, ReliabilityFirst, subject to reasonable time periods for 

adoption, implementation, and funding of any necessary resources.  Upon request by 

ReliabilityFirst, the NERC Board of Trustees (or a committee of the Board to which the Board 

delegates appropriate authority) shall review and shall confirm, revise or revoke any directive 

that was issued by the NERC President without ReliabilityFirst’s agreement, provided, that 

ReliabilityFirst shall request such review within thirty (30) days following issuance of the 

directive by the NERC President unless good cause can be shown for a later request. 

(iv) NERC and ReliabilityFirst and, if applicable, other Regional Entities, shall 

collaborate in deciding whether a directive (whether issued pursuant to paragraph (ii) or 

paragraph (iii)) shall be made public.  If no agreement is reached by the date of issuance as to 

whether the directive shall be made public, the NERC President shall decide whether the 

directive will be made public, provided, that it is the intent of the Parties that the NERC 

President shall apply a presumption that directives should be made public, unless the NERC 

President makes a written determination stating a specific reason for maintaining a particular 

directive as non-public. 

(d) In addition to the issuance of directives pursuant to subsection (c), the NERC 

Board of Trustees (or a Board committee to which the Board has delegated authority) may issue 

guidance or directions as to the manner in which ReliabilityFirst, and, if applicable, other 

Regional Entities, shall perform delegated functions and related activities.  The NERC Board of 

Trustees or Board committee shall also establish reasonable time periods for the implementation 
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of any such guidance or directions, taking into account the impact on the reliability of the Bulk-

Power System and the need for funding of additional resources.  Any such guidance or 

directions shall be stated in writing and shall be public, unless the NERC Board of Trustees or 

Board committee makes a written determination stating a specific reason for maintaining 

particular guidance or directions as non-public.  ReliabilityFirst, either individually or in 

conjunction with other Regional Entities, may request that the NERC Board of Trustees or 

Board committee reconsider or revise the guidance or direction. 

(e) NERC shall conduct collaborative reviews with ReliabilityFirst, either 

individually or in conjunction with one or more other Regional Entities, that provide for the 

exchange of information on practices, experiences, and lessons learned in the implementation of 

the delegated functions. 

(f) NERC shall perform reviews and audits of ReliabilityFirst on a reasonable 

periodicity to determine ReliabilityFirst’s compliance with this Agreement, any policies or 

procedures established by NERC, NERC’s Rules of Procedure, the Compliance Monitoring and 

Enforcement Program, Commission requirements, and directives that are in effect pursuant to 

Section 8(c) and to monitor the implementation of guidance and directions issued by the NERC 

Board of Trustees pursuant to Section 8(d).  All such periodic reviews and audits shall comply 

with the NERC Rules of Procedure and Commission directives. 

(g) The Commission and the Commission staff shall have full access to action plans 

and remedial actions, directives, directions and guidance, and audits and reviews issued or 

conducted pursuant to subsections (a)(iii), (c)(iv), (d) and (f) respectively, that are maintained as 

non-public. 

9. Funding. ReliabilityFirst and NERC shall ensure, subject to Commission approval in 

accordance with the ERO Regulations, that the delegated functions and related activities 

described in Sections 5, 6 and 7 and listed in Exhibit E have reasonable and adequate funding 

and resources by undertaking the following: 

(a) ReliabilityFirst shall develop, through a collaborative process with NERC, and 

propose, an annual business plan and budget, in accordance with ERO Regulations, 

Commission orders and NERC business planning and budgeting policies and instructions.  
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ReliabilityFirst’s proposed business plan and budget shall describe the activities necessary for, 

and provide a budget with adequate resources for, ReliabilityFirst to carry out its Delegated 

Authority under this Agreement, including the functions and activities described in Sections 5, 6 

and 7 and listed in Exhibit E.  ReliabilityFirst’s business plan and budget shall show the 

funding sources and amounts to fund the proposed budget, including as applicable assessments 

to end users, penalty monies, and other sources of funds. 

(b) ReliabilityFirst and NERC agree that the portion of ReliabilityFirst’s approved 

budget for the functions and activities described in Sections 5, 6 and 7 and listed in Exhibit E 

that is to be funded by assessments, will be equitably allocated among end users within the 

geographic boundaries described in Exhibit A and recovered through a formula based on Net 

Energy for Load, or through such other formula as is proposed by ReliabilityFirst and approved 

by NERC and the Commission.  If ReliabilityFirst proposes to use a formula other than Net 

Energy for Load beginning in the following year, ReliabilityFirst shall submit the proposed 

formula to NERC in sufficient time that NERC may review and approve the proposed formula 

and file it with the Commission by May 15 for approval, and the proposed formula shall be 

effective for the following year if approved by the Commission on or before the date the 

Commission approves the annual business plan and budget submitted by NERC and 

ReliabilityFirst to the Commission pursuant to the ERO Regulations for such year. 

(c) NERC shall determine that the assessments to fund the costs for its statutory 

functions in its Commission-approved budget are first allocated fairly among the 

Interconnections and regions according to the applicability of this work to those 

Interconnections and regions, and then equitably among the end users of the applicable 

interconnections and regions as appropriate.  Allocation on a Net Energy for Load basis will be 

presumed to satisfy this equitability requirement. 

(d) NERC shall provide ReliabilityFirst with the form or forms for business plan and 

budget submittal, and any accompanying instructions, in accordance with the schedule for 

preparation of the business plan and budget developed by NERC and the Regional Entities. 

(e) ReliabilityFirst shall submit its proposed annual business plan and budget for 

carrying out its Delegated Authority functions and related activities described in Sections 5, 6 

and 7 and listed in Exhibit E, as well as for all other activities of ReliabilityFirst, to NERC for 
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review and approval in accordance with the annual schedule for the preparation of business 

plans and budgets which shall be developed collaboratively by NERC and the Regional Entities, 

as more fully described in Exhibit E. 

(f) NERC shall fund ReliabilityFirst’s performance of its Delegated Authority and 

related activities in accordance with ReliabilityFirst’s Commission-approved business plan and 

budget, in the amount of ReliabilityFirst’s assessments to end users approved by the 

Commission.  Exhibit E sets forth the procedures and timing for billing and collecting 

ReliabilityFirst’s approved assessments from end users and other entities and payment of the 

approved assessment amount to ReliabilityFirst, unless otherwise modified and approved by 

NERC and the Commission.  NERC shall not impose any material obligation or requirement 

regarding the Delegated Authority upon ReliabilityFirst that has not been provided for in an 

approved business plan and budget or an approved amended or supplemental business plan and 

budget, without ReliabilityFirst’s consent. 

(g) NERC shall develop, in consultation with the Regional Entities, a reasonable and 

consistent system of accounts, with a level of detail and record keeping comparable to the 

Commission’s Uniform System of Accounts and sufficient to allow the Commission to compare 

each Commission-approved NERC and ReliabilityFirst fiscal year budget with the actual results 

at the NERC and Regional Entity levels.  ReliabilityFirst shall follow NERC’s prescribed 

system of accounts except to the extent that NERC permits a departure from the prescribed 

system of accounts.  NERC shall make an informational filing with the Commission describing 

any such waiver it permits and providing an explanation supporting the permitted departure. 

(h) ReliabilityFirst shall submit unaudited quarterly interim financial statements in 

form provided by NERC no later than 20 days after the end of the fiscal quarter (March 31, June 

30, September 30, and December 31). 

(i) ReliabilityFirst shall submit audited financial statements annually, including 

supporting materials, in a form provided by NERC, by no later than the date reasonably 

required and designated in writing by NERC to enable NERC to assemble and file the required 

annual budget to actual true up filing with the Commission. 

(j) Exhibit E to this Agreement sets forth the mechanism through which 

ReliabilityFirst shall offset penalty monies it receives (other than penalty monies received from 
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an operational function or division or affiliated entity of ReliabilityFirst) against its next year’s 

annual budget for carrying out functions under this Agreement, and the mechanism by which 

ReliabilityFirst shall transmit to NERC any penalty monies received from an operational 

function or division or affiliated entity of ReliabilityFirst..  Provided, that, subject to approval 

by NERC and the Commission, ReliabilityFirst may propose and implement an alternative use 

of penalty monies to that set forth in Exhibit E. 

10. Assignment. This Agreement may be assigned by either Party only with the prior 

written consent of the other, which consent shall be granted or withheld in such non-assigning 

Party’s sole discretion, subject to approval by the Commission.  Any assignment under this 

Agreement shall not relieve a Party of its obligations, nor shall a Party's obligations be enlarged, 

in whole or in part, by reason thereof.  ReliabilityFirst may not delegate in whole or in part its 

Delegated Authority to any other entity without NERC’s express consent; provided, however, 

that nothing in this provision shall prohibit ReliabilityFirst from contracting with other entities 

to assist it in carrying out its Delegated Authority, provided ReliabilityFirst retains control and 

responsibility for such Delegated Authority. 

11. Default and Cure. Upon a Breach, the non-breaching Party shall give written notice 

of such Breach to the breaching Party (the “Default Notice”).  Subject to a suspension of the 

following deadlines as specified below, the breaching Party shall have thirty (30) calendar days 

from receipt of the Default Notice within which to cure such Breach; provided however, that if 

such Breach is not capable of cure within thirty (30) calendar days, the breaching Party shall 

commence such cure within thirty (30) calendar days after notice and continuously and 

diligently complete such cure within ninety (90) calendar days from receipt of the Default 

Notice; and, if cured within such time, the Breach specified in such notice shall cease to exist.  

Subject to the limitation specified in the following sentence, if a Breach is not cured as provided 

in this Section 11, or if a Breach is not capable of being cured within the period provided for 

herein, the nonbreaching Party shall have the right to declare a default and terminate this 

Agreement by written notice at any time until cure occurs, and be relieved of any further 

obligation hereunder.  The deadlines for cure and the right to declare a default and terminate this 

Agreement shall be suspended during the pendency of any efforts or proceedings in accordance 

with Section 18 of this Agreement to resolve a dispute as to whether a Breach has occurred or 
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been cured.  The provisions of this Section 11 will survive termination of this Agreement. 

12. Term and Termination. 

(a) This Agreement shall become effective on January 1, 20162021 (the “Effective 

Date”).  

(b) The term of this Agreement shall be five (5) years from the Effective Date 

(“Term”), prior to which time NERC shall conduct an audit pursuant to the audit requirements 

of the NERC Rules of Procedure to ensure that ReliabilityFirst continues to meet all applicable 

statutory and regulatory requirements necessary to maintain its eligibility for delegation. If 

ReliabilityFirst meets such requirements, this Agreement may be renewed for another five (5) 

year term with Commission approval. This Agreement may be renewed for successive 

additional five (5) year renewal terms, with Commission approval, provided that prior to the 

end of each renewal term, NERC shall conduct an audit pursuant to the audit requirements of 

the NERC Rules of Procedure to ensure that ReliabilityFirst continues to meet all applicable 

statutory and regulatory requirements necessary to maintain its eligibility for delegation. 

Provided, that either Party may terminate this Agreement as of the end of a term by providing 

written notice to terminate no later than one year prior to the then effective expiration of the 

Term.  In such event, this Agreement shall terminate upon the expiration of then effective Term, 

unless otherwise mutually agreed to by the Parties.  

(c) In the event of the termination of this Agreement, the Parties shall work to 

provide for a transition of ReliabilityFirst’s Delegated Authority to NERC or to another eligible 

entity and to provide for the resolution of any wind-up costs associated with termination of this 

Agreement.  

(d) If any provision of this Agreement, or the application thereof to any person, entity 

or circumstance, is held by a court or regulatory authority of competent jurisdiction to be 

invalid, void, or unenforceable, or if a modification or condition to this Agreement is imposed 

by a regulatory authority exercising jurisdiction over this Agreement, the Parties shall endeavor 

in good faith to negotiate such amendment or amendments to this Agreement as will restore the 

relative benefits and obligations of the signatories under this Agreement immediately prior to 

such holding, modification or condition.  If either Party finds such holding, modification or 

condition unacceptable and the Parties are unable to renegotiate a mutually acceptable 
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resolution, either Party may unilaterally terminate this Agreement.  Such termination shall be 

effective one year following written notice by either Party to the other Party and to the 

Commission, or at such other time as may be mutually agreed by ReliabilityFirst and NERC. 

(e) Notwithstanding any termination of this Agreement, provisions contained in 

Limitation of Liability (Section 13), No Third Party Beneficiaries (Section 14) and 

Confidentiality (Section 15) shall survive this Agreement in accordance with their terms until 

sixty (60) days following the expiration of any applicable statute of limitations. 

13. Limitation of Liability. ReliabilityFirst and NERC agree not to sue each other or their 

directors, officers, employees, and persons serving on their committees and subgroups based on 

any act or omission of any of the foregoing in the performance of duties pursuant to this 

Agreement or in conducting activities under the authority of Section 215 of the Act, other than 

seeking a review of such action or inaction by the Commission.  NERC and ReliabilityFirst 

shall not be liable to one another for any damages whatsoever, including without limitation, 

direct, indirect, incidental, special, multiple, consequential (including attorneys’ fees and 

litigation costs), exemplary, or punitive damages arising out of or resulting from any act or 

omission associated with the performance of ReliabilityFirst’s or NERC’s responsibilities under 

this Agreement or in conducting activities under the authority of Section 215 of the Act, except 

to the extent that ReliabilityFirst or NERC is found liable for gross negligence or intentional 

misconduct, in which case ReliabilityFirst or NERC shall not be liable for any indirect, 

incidental, special, multiple, consequential (including without limitation attorneys’ fees and 

litigation costs), exemplary, or punitive damages. 

14. No Third Party Beneficiaries. Nothing in this Agreement shall be construed to create 

any duty to, any standard of care with reference to, or any liability to, any third party, except as 

otherwise specifically provided herein and in Section 15(c). 

15. Confidentiality.  

(a) During the course of the Parties’ performance under this Agreement, a Party may 

receive proprietary, business sensitive, or critical infrastructure information (“Confidential 

Information”) necessary to fulfill its respective obligations in connection with this Agreement.  

The Parties agree that their mutual objective under this provision is to provide appropriate 
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protection for Confidential Information, while maintaining the ability to conduct their 

respective business activities. 

(b) No obligation of confidentiality shall apply to any information that the recipient: 

(i) already possesses without obligation of confidentiality; (ii) develops independently; or (iii) 

rightfully receives without any obligation of confidentiality from a third party. 

(c) The Parties may transfer or exchange such Confidential Information with and 

between the other Regional Entities as third-party beneficiaries of the terms of this Agreement, 

provided the Parties and the other Regional Entities as third-party beneficiaries continue to 

maintain the confidentiality of such information.  

(d) Except as set forth herein and within the NERC Rules of Procedure, the Parties 

agree to keep in confidence and not to copy, disclose, or distribute any Confidential Information 

or any part thereof, without the prior written permission of the issuing Party or specified third-

party beneficiary of this Agreement, unless disclosure is required by subpoena, law, or other 

directive of a court, administrative agency, or arbitration panel.  Unless prohibited from doing 

so under the NERC Rules of Procedure, the recipient shall provide the Party or specified third-

party beneficiary of this Agreement that provided the Confidential Information with prompt 

notice of a request or requirement for disclosure of the Confidential Information in order to 

enable such issuing Party or specified third-party beneficiary of this Agreement to (a) seek an 

appropriate protective order or other remedy, (b) consult with the recipient with respect to 

taking steps to resist or narrow the scope of such request or legal process, or (c) waive 

compliance, in whole or in part, with the terms of this Section.  In the event a protective order 

or other remedy is not obtained or the issuing Party or specified third-party beneficiary of this 

Agreement waives compliance with the provisions, the recipient agrees to furnish only that 

portion of the Confidential Information which the recipient’s counsel advises is legally required 

and to exercise best efforts to obtain assurance that confidential treatment will be accorded to 

such Confidential Information. In the event of any inconsistency or conflict between the 

provisions of this Section 15 and the provisions of Section 1500 of the NERC Rules of 

Procedure, the provisions of Section 1500 of the NERC Rules of Procedure shall control. 

(e) Each Party shall ensure that its officers, trustees, directors, employees, 

subcontractors and subcontractors’ employees, and agents to whom Confidential Information is 
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exposed are under obligations of confidentiality that are at least as restrictive as those contained 

herein.  

(f) This confidentiality provision does not prohibit reporting and disclosure as 

directed by NERC, as set forth in Section 6 of this Agreement, nor does it prohibit permitted 

disclosures as set forth in the NERC Rules of Procedure. 

16. Amendment. Neither this Agreement nor any of the terms hereof, may be amended 

unless such amendment is made in writing, signed by the Parties, and filed with and approved 

by the Commission. 

17. Amendments to the NERC Rules of Procedure. NERC shall not adopt amendments 

to the NERC Rules of Procedure that conflict with the rights, obligations, or programs of 

ReliabilityFirst under this Agreement without first obtaining the consent of ReliabilityFirst, 

which consent shall not be unreasonably withheld or delayed.  To the extent ReliabilityFirst 

does not consent, NERC shall have the right to invoke the dispute resolution provisions of 

Section 18 and, if such effort fails to resolve the dispute, to petition the Commission to adopt 

the amendment to the NERC Rules of Procedure.  To the extent that the Commission issues an 

order amending or materially affecting the rights or obligations of ReliabilityFirst under this 

Agreement, ReliabilityFirst shall have the option, exercisable no later than 60 days after 

issuance of such order, to terminate this Agreement.  Such termination shall be effective one 

year following written notice by ReliabilityFirst to NERC and the Commission, or at such other 

time as may be mutually agreed by ReliabilityFirst and NERC. 

18. Dispute Resolution. In the event a dispute arises under this Agreement between NERC 

and ReliabilityFirst (including disputes relating to NERC’s performance of its obligations under 

this Agreement and/or disputes relating to ReliabilityFirst’s performance of its obligations under 

this Agreement) which cannot be resolved through discussions between representatives of the 

Parties in the normal course of operations, the Parties shall use the following procedures 

(“Dispute Resolution”) to attempt to resolve the dispute.  ReliabilityFirst shall not suspend 

performance of any delegated function, and the Parties shall continue to make reasonable, good 

faith efforts to comply with their obligations under this Agreement, during the pendency of 

Dispute Resolution.  All notices required to be sent pursuant to this Dispute Resolution 
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procedure shall be sent in accordance with Section 19 of this Agreement.  This Dispute 

Resolution procedure is separate from and in addition to all other processes provided for in this 

Agreement. 

(a) The Party invoking Dispute Resolution shall send a notice to the other Party 

describing the dispute, stating the invoking Party’s position with respect to the dispute, stating 

that the Party is invoking Dispute Resolution, and naming the Party’s designated representative 

for negotiating a resolution of the dispute.  The designated representative shall have authority to 

resolve the dispute on behalf of the invoking Party. 

(b) Within three (3) business days after receipt of the notice invoking Dispute 

Resolution, the receiving Party shall send a notice to the invoking Party acknowledging receipt 

of the notice invoking Dispute Resolution, stating the receiving Party’s position with respect to 

the dispute, and naming the Party’s designated representative for negotiating a resolution of the 

dispute.  The designated representative shall have authority to resolve the dispute on behalf of 

the receiving Party. 

(c) During the period commencing three (3) business days and ending twenty (20) 

business days after the date of the receiving Party’s notice, the designated representatives shall 

engage in good faith negotiations to attempt to resolve the dispute, provided, that the designated 

representatives may agree prior to the end of such twenty (20) business day period that the 

process should move to the next step of Dispute Resolution. 

(d) If the designated representatives are unable to arrive at a resolution of the dispute 

by the end of the time period described in subsection (c), they shall notify the chief executive 

officers of their respective Parties.  The chief executive officers of the Parties shall thereafter 

engage in good faith negotiations to attempt to resolve the dispute during the period of twenty 

(20) business days immediately following the time period described in subsection (c), provided, 

that the chief executive officers may agree prior to the end of such twenty (20) business day 

period that negotiations are at impasse and the process may move to the next step as described 

in subsection (f).  Upon mutual agreement of the Parties, the twenty (20) business day period 

may be extended to pursue ongoing good faith negotiations. 

(e) If a resolution of the dispute is achieved by the Parties, it shall be memorialized in 

a writing that is acceptable in form and substance to each party and is signed by the designated 
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representative or chief executive officer on behalf of each Party. 

(f) If the Parties are unable to resolve the dispute pursuant to the process described in 

subsections (a) through (e), then either Party may invoke any other available dispute resolution 

mechanism, including, without limitation, filing a complaint or petition with the Commission 

requesting resolution of the dispute by the Commission, or filing a complaint for relief in a 

court having jurisdiction over Parties and the subject matter of the dispute in accordance with 

Section 20.  Provided, however, that: (i) it is the intent of the Parties that unresolved disputes 

shall be presented to and resolved by the Commission if the Commission has and accepts 

jurisdiction over the subject matter of the dispute, (ii) the Parties may, by mutual agreement, 

attempt to resolve the dispute through arbitration, mediation, or other process involving resort to 

an impartial neutral, and (iii) it is the intent of the Parties that resolution of disputes through 

Commission proceedings, arbitration, mediation, or other use of an impartial neutral, is 

preferred over resort to judicial proceedings. 

(g) This Section 18 shall not apply to compliance enforcement actions against 

individual Registered Entities. 

19. Notice. All notices, demands, requests, and other communications required, permitted 

by, or provided for in this Agreement shall be given in writing to a Party at the address set forth 

below, or at such other address as a Party shall designate for itself in writing in accordance with 

this Section, and shall be delivered by hand, email or overnight courier: 

  If to NERC:              If to ReliabilityFirst: 

 

North American Electric Reliability ReliabilityFirst Corporation 

Corporation 3 Summit Park Drive 

1325 G Street NW, Suite 600 Suite 600 

Washington, DC 20005 Cleveland, Ohio 44131 

Attn: General Counsel Attn: Timothy Gallagher, President 

Email: legal@nerc.net Email: tim.gallagher@rfirst.org 
 

20. Governing Law. When not in conflict with or preempted by federal law, this 

Agreement will be governed by and construed in accordance with the laws of Georgia without 

giving effect to the conflict of law principles thereof.  The Parties recognize and agree not to 

contest the exclusive or primary jurisdiction of the Commission to interpret and apply this 
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Agreement; provided however that if the Commission declines to exercise or is precluded from 

exercising jurisdiction of any action arising out of or concerning this Agreement, such action 

shall be brought in any state or federal court of competent jurisdiction in Georgia.  All Parties 

hereby consent to the jurisdiction of any state or federal court of competent jurisdiction in 

Georgia for the purpose of hearing and determining any action not heard and determined by the 

Commission. 

21. Headings. The headings and captions in this Agreement are for convenience of 

reference only and shall not define, limit, or otherwise affect any of the terms or provisions 

hereof. 

22. Savings Clause. Nothing in this Agreement shall be construed to preempt or limit any 

authority that ReliabilityFirst may have to adopt reliability requirements or take other actions to 

maintain reliability of the Bulk-Power System within the geographic boundaries described in 

Exhibit A that are outside the Delegated Authority, as long as such reliability requirements and 

actions are not inconsistent with Reliability Standards applicable to the region described in 

Exhibit A and do not result in a lessening of reliability outside the region described in              

Exhibit A. 

23. Entire Agreement. This Agreement constitutes the entire agreement, and supersedes all 

prior agreements and understandings, both written and oral, among the parties with respect to 

the subject matter of this Agreement. 

24. Execution of Counterparts. This Agreement may be executed in counterparts and each 

shall have the same force and effect as the original. 
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NOW THEREFORE, the parties have caused this Agreement to be executed by its duly 

authorized representatives, effective as of the Effective Date. 

 

NORTH AMERICAN ELECTRIC 

RELIABILITY CORPORATION 

 

 

RELIABILITYFIRST CORPORATION 

By: _____________________________ 

 

By: _____________________________ 

Name: ___________________________ 

 

Name: ___________________________ 

 

Title: ____________________________ Title: ____________________________ 

  

Date: _____________ Date: _____________ 
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Exhibit A — Regional Boundaries 

ReliabilityFirst is a not for profit entity committed to safeguarding and improving reliability of 

the Bulk Power System in all or part of the states of New Jersey, Delaware, Pennsylvania, 

Maryland, District of Columbia, West Virginia, Ohio, Indiana, Michigan, Wisconsin, Illinois, 

Kentucky, Tennessee and Virginia. The geographic boundaries of Reliability First are 

determined by the service areas of its membership as documented in the NERC Compliance 

Registry. 

 The Boundaries of ReliabilityFirst Corporation (ReliabilityFirst) are defined by the service 

territories of Load Serving Entities (LSEs) and include all of New Jersey, Delaware, 

Pennsylvania, Maryland, District of Columbia, West Virginia, Ohio, Indiana, Lower Michigan 

and portions of Upper Michigan, Wisconsin, Illinois, Kentucky, Tennessee and Virginia as 

shown on the map below.  In addition, transmission systems and generation within the metered 

boundaries of the LSEs are within ReliabilityFirst even if outside the respective service 

territories shown.  The area is electrically contiguous. 
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Exhibit B — Governance 

The Regional Entity bylaws shall meet the following criteria: 

CRITERION 1: The Regional Entity shall be governed by an independent board, a 

balanced stakeholder board, or a hybrid board consisting of a combination of independent 

and balanced stakeholder board members. (Federal Power Act § 215(e)(4)(A), 18 C.F.R. § 

39.8(c)(1), Order No. 672 at ¶ 727.) 

CRITERION 2: The Regional Entity has established rules that assure its independence 

from the users and owners and operators of the bulk power system, while assuring fair 

stakeholder representation in the selection of its directors. Federal Power Act § 

215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order No. 672 at ¶¶ 699, 700.) 

CRITERION 3: If the Regional Entity has members, the Regional Entity has established 

rules that assure that its membership is open, that it charges no more than a nominal 

membership fee and agrees to waive the fee for good cause shown, and that membership is 

not a condition for participating in the development of or voting on proposed Regional 

Reliability Standards. (Federal Power Act § 215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), 

Order No. 672 at ¶¶ 170-173.) 

CRITERION 4: The Regional Entity has established rules that assure balance in its 

decision-making committees and subordinate organizational structures and assure no two 

industry sectors can control any action and no one industry sector can veto any action. 

(Federal Power Act § 215(c)(2)(A) and (e)(4), 18 C.F.R. § 39.8(c)(2), Order No. 672 at ¶ 728.) 

CRITERION 5:  The Regional Entity has established rules that provide reasonable notice 

and opportunity for public comment, due process, openness, and balance of interests in 

exercising its duties. (Federal Power Act § 215(c)(2)(D) and (e)(4), 18 C.F.R. § 39.8(c)(2).) 
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Exhibit C [Intentionally left blank] 
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Exhibit D — Compliance Monitoring and Enforcement Program 
 
1.0 REGIONAL COMPLIANCE MONITORING AND ENFORCEMENT 

PROGRAM 
 
ReliabilityFirst will implement the NERC Compliance Monitoring and Enforcement Program, 

Appendix 4C to the NERC Rules of Procedure (which for purposes of this section 1.0 shall not 

include Attachment 2, Hearing Procedures), to monitor and enforce compliance with Reliability 

Standards by the owners, operators, and users within ReliabilityFirst’s geographic or 

electrical boundaries, and such other scope, set forth in Exhibit A of this Agreement. 
 
2.0 REGIONAL HEARING OF COMPLIANCE MATTERS 

ReliabilityFirst has adopted the Consolidated Hearing Process consistent with Rules of Procedure 

403.15.B. to conduct hearings and issue decisions concerning disputed compliance matters in 

accordance with Attachment 2, Hearing Procedures, of Appendix 4C.   

However, consistent with the Rules of Procedure and ReliabilityFirst’s bylaws, ReliabilityFirst 

may modify its selection of hearing process by notifying NERC six months prior to the 

decisionsuch modification becoming effective.  ReliabilityFirst, to the extent required in the 

Rules of Procedure, shall establish and maintain a hearing body with authority to conduct and 

render decisions in compliance hearings in which a Registered Entity may contest a finding of 

alleged violation, proposed penalty or sanction, or a proposed mitigation plan, which shall be 

either ReliabilityFirst’s board, a committee of the board, a balanced compliance panel reporting 

directly to ReliabilityFirst’s board or an independent hearing panel.  ReliabilityFirst’s hearing 

body is a composition of members of the ReliabilityFirst Compliance Committee as established 

by the Board of Directors of ReliabilityFirst as set out in the ReliabilityFirst Compliance 

Committee Charter.  No two industry sectors may control any decision and no single segment 

may veto any matter brought before the Hearing Body either before or after any recusals or 

disqualifications.  
 
To the extent required in the Rules of Procedure, ReliabilityFirst shall conduct all compliance 

hearings in which a Registered Entity may contest a finding of alleged violation, proposed 

penalty or sanction, proposed Mitigation Plan, or a proposed Remedial Action Directive, in 

accordance with Attachment 2, Hearing Procedures, to the NERC Compliance Monitoring and 

Enforcement Program, subject to the following deviations, if any: None.  
 
3.0 OTHER DECISION-MAKING BODIES 

 
None. 



 

 

Amended and Restated ReliabilityFirst Regional Delegation Agreement  page 1 of 4 

Exhibit E 

 
Exhibit E — Funding 

 

1. Scope of Activities Funded through the ERO Funding Mechanism 

ReliabilityFirst shall include in its annual budget submission to NERC amounts for costs it 

will incur in performing its delegated functions and related activities as described in 

Sections 5, 6 and 7 of the Agreement.  These activities shall include: 

 Reliability Standard Development 

 Compliance Monitoring and Enforcement 

 Organization Registration and Certification 

 Reliability Assessment and Performance Analysis (including necessary data 

gathering activities) 

 Event Analysis and Reliability Improvement 

 Training and Education 

 Situation Awareness 

 Infrastructure Security 

2. Preparation of Annual Business Plan and Budget 

(a) NERC and ReliabilityFirst, in conjunction with the other Regional Entities, shall 

collaboratively develop an annual schedule for the development, submission, review and 

approval of ReliabilityFirst’s business plan and budget.  The annual schedule for the 

preparation of business plans and budgets shall require ReliabilityFirst (i) to submit to 

NERC draft(s) of ReliabilityFirst’s proposed business plan and budget and other preliminary 

documents and information, and (ii) to submit a final proposed business plan and budget 

that has been approved by ReliabilityFirst Board of Trustees to NERC by July 1 or such 

other agreed date as provides sufficient time for NERC’s review, approval and submission 

of ReliabilityFirst’s business plan and budget to the Commission 130 days in advance of the 

beginning of each fiscal year.  The ReliabilityFirst business plan and budget submission 

shall include supporting materials, including ReliabilityFirst’s complete business plan and 

organization chart, explaining the proposed collection of all assessments, dues, fees and 

charges, and the proposed expenditure of the funds to be collected in sufficient detail to 

justify the requested budgeted expenditures and assessments.  ReliabilityFirst’s business 

plan and budget and proposed assessments shall provide for reasonable reserve mechanisms 

for unforeseen and extraordinary expenses and other contingencies, consistent with 

generally accepted accounting principles. 

(b) NERC shall review and approve ReliabilityFirst’s proposed business plan and 

budget and proposed assessments for performing the delegated functions and related 

activities described in Sections 5, 6 and 7 of this Agreement and listed above in Section 1 of 
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this Exhibit E, or shall direct ReliabilityFirst to make such revisions as NERC deems 

appropriate prior to approval.  NERC shall submit ReliabilityFirst’s approved business plan 

and budget and proposed assessments to the Commission for approval as part of NERC’s 

overall business plan and budget submission, in accordance with the ERO Regulations.  

3. Allocation of Costs 

Assessments to fund the costs of ReliabilityFirst’s delegated functions and related activities 

pursuant to the Agreement shall be allocated among all load-serving entities on the basis of 

Net Energy for Load, unless a different method(s) of allocating and calculating such 

assessments has been submitted to and approved by NERC and the Commission in 

accordance with Section 9(b) of the Agreement.  ReliabilityFirst shall submit to NERC 

annually at the same time it submits its budget request a list of the load-serving entities or 

designees within its geographic boundaries that shall be responsible for paying 

ReliabilityFirst’s assessment and the load-serving entities’ proportionate Net Energy for 

Load, and such other data and information as is necessary to allocate and calculate the 

allocation of ReliabilityFirst’s assessment to the load-serving entities or designees under the 

method(s) of allocation and calculation that will be used. 

4. Collection of Funding 

(a) NERC shall submit invoices to the load-serving entities or designees identified by 

ReliabilityFirst covering the NERC and ReliabilityFirst assessments approved for collection. 

(b) NERC shall pursue any non-payments of assessment amounts and shall request 

assistance from Applicable Governmental Authorities as necessary to secure collection.  To 

the extent reasonably practicable, ReliabilityFirst shall assist NERC in pursuing and 

collecting any non-payments.  Notwithstanding the foregoing, ReliabilityFirst is not 

responsible and does not assume any liability for recovering non-payments or 

underpayments of assessment amounts.  NERC shall retain sole responsibility for recovering 

non-payments or underpayments of assessment amounts.  NERC shall add the amount of 

any non-payments by end-users or designees within ReliabilityFirst’s region, that are 

reasonably determined to be uncollectible, to NERC’s assessments for a subsequent year 

with the amount of such non-payments to be allocated to end-users within ReliabilityFirst’s 

region. 

(c) Upon approval by Applicable Governmental Authorities of ReliabilityFirst’s 

annual assessment to fund the costs of its delegated functions and related activities, NERC 

shall pay ReliabilityFirst’s annual assessment to ReliabilityFirst in four equal quarterly 

payments on January 15, April 15, July 15 and October 15 of the budget year. 

5. Application of Penalties 

Except as otherwise approved by the Commission, all penalty monies received by 

ReliabilityFirst, other than penalty monies received from an operational function or division 

or affiliated entity of ReliabilityFirst, shall be applied as a general offset to ReliabilityFirst’s 
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budget requirements for U.S.-related activities under this Agreement for the subsequent 

fiscal year.  Funds from financial penalties shall not be directly applied to any program 

maintained by the investigating entity.  Except as otherwise approved by the Commission, 

any penalty monies received from an operational function or division or affiliated entity of 

ReliabilityFirst shall be transmitted to or retained by NERC and shall be used by NERC as a 

general offset to NERC’s budget for its activities as the ERO under the Act for the 

following year. 

6. Budget and Funding for ReliabilityFirst’s Non-Statutory Activities 

In addition to its delegated functions and related activities, as specified in Sections 5, 6 and 

7 of the Agreement and in Section 1 of this Exhibit E (such delegated functions and 

activities referred to in this Section 6 as “statutory activities”), ReliabilityFirst performs the 

following other functions and activities (such other functions and activities being referred to 

in this Section 6 as "non-statutory activities"): None 

ReliabilityFirst shall employ the following methods and procedures to (i) keep its funding 

mechanisms for its statutory activities separate from its funding mechanisms for its non- 

statutory activities, and (ii) record the costs it incurs in the performance of its non-statutory 

functions separately from the costs it incurs in the performance of its statutory functions: 

Not applicable 

ReliabilityFirst shall provide its budget for such non-statutory activities to NERC at the 

same time that ReliabilityFirst submits its proposed annual business plan and budget for 

statutory activities to NERC pursuant to Section 9 of the Agreement.  ReliabilityFirst’s 

budget for non-statutory activities that is provided to NERC shall contain a detailed list of 

ReliabilityFirst’s non-statutory activities and a description of the funding sources for the 

non-statutory activities.  ReliabilityFirst agrees that no costs (which shall include a 

reasonable allocation of ReliabilityFirst’s general and administrative costs) of non-statutory 

activities are to be included in the calculation of ReliabilityFirst’s assessments, dues, fees, 

and other charges for its statutory activities. Not applicable 

7. Amended or Supplemental Business Plans and Budgets 

During the course of the fiscal year, if ReliabilityFirst determines it does not or will not 

have sufficient funds to carry out its delegated functions and related activities, 

ReliabilityFirst shall submit to NERC one or more proposed amended or supplemental 

business plans and budgets and requests for approval of supplemental assessments, 

reflecting costs, cost increases or funding shortfalls not provided for in ReliabilityFirst’s 

approved business plan and budget for the fiscal year.  NERC shall review and approve the 

proposed amended or supplemental business plan and budget and proposed supplemental 

assessment, or shall direct ReliabilityFirst to make such revisions as NERC deems 

appropriate prior to approval.  NERC shall submit ReliabilityFirst’s approved amended or 

supplemental business plan and budget and proposed supplemental assessment to the 

Commission for approval. 
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8.  NERC Review of Regional Entity Financial Records 

Upon a request made to ReliabilityFirst with reasonable notice, NERC shall have access to 

and may review all financial records of ReliabilityFirst, including records used to prepare 

ReliabilityFirst’s financial statements.  NERC shall conduct reviews of the quarterly and 

annual financial statements submitted by ReliabilityFirst pursuant to Section 9(h) and (i) of 

the Agreement.  ReliabilityFirst shall provide supporting documentation for the quarterly 

and annual financial statements as reasonably requested by NERC. 
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Forward Together • ReliabilityFirst 
 

 

RESOLUTION NO. 2020-5 

 

Resolution for Approval of  

Amended and Restated Regional Delegation Agreement  
 

 

WHEREAS, the North American Electric Reliability Corporation (NERC) has entered 

into separate Regional Delegation Agreements with the Corporation and the other Regions, 

utilizing a common pro-forma Regional Delegation Agreement; 

 

WHEREAS, the currently effective Regional Delegation Agreements will expire on 

December 31, 2020; 

 

WHEREAS, NERC and the Regions have jointly negotiated common revisions to the 

pro-forma Regional Delegation Agreement, and NERC intends to file both the pro-forma 

Amended and Restated Regional Delegation Agreement and individual executed versions 

between NERC and each of the Regions, with the Federal Energy Regulatory Commission (the 

Commission) for approval on or before July 10, 2020; 

 

WHEREAS, NERC and the Regions posted the pro-forma Amended and Restated 

Regional Delegation Agreement for public comment from March 25, 2020 to April 8, 2020, and 

did not receive any comment that requests, or information that indicates a need for, a material 

modification to the pro-forma Amended and Restated Regional Delegation Agreement; 

 

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors approves, 

substantially in the form presented to the Board of Directors at this meeting, the ReliabilityFirst  

Amended and Restated Regional Delegation Agreement (consistent with the pro-forma 

Amended and Restated Regional Delegation Agreement) and the President is hereby authorized 

and directed to execute the said agreement; 

 

FURTHER RESOLVED, that all actions taken by the authorized officers of the 

Corporation in connection with the subject matter of any of the foregoing resolutions be, and 

they hereby are, approved, confirmed, and ratified in all respects; and 

 

FINALLY RESOLVED, that the appropriate officers of the Corporation be and they 

hereby are authorized and directed to take all actions and execute all such documents as they 

deem necessary or appropriate to effectuate the foregoing resolutions. 
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As adopted on this ___ day of June by 

the Board of Directors, 

 

 

Niki Schaefer 

Vice President, General Counsel & Corporate 

Secretary 



 

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: 

  

(a) 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; 

 

(b) 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; 

 

(c) 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 

 

(d) 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. 

 

1. 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. 

 

2. 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. 

 

3. 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: 

 

1. 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. 

 

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

  

a) Suppliers shall elect two (2) directors; 

 

b) Transmission Companies shall elect two (2) directors; 

 

c) RTOs shall elect one (1) director; 

 

d) Small LSEs shall elect one (1) director; 

 

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

 

f) 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 

Formatted: Indent: First line:  0.5"



 

8 
 

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 



- 8 -  

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. 
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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 



- 24 -  

(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. 



- 28 -  

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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Corporate Communications

Goal: Strengthen relationships with entities and stakeholders by positioning RF as an indispensable 

resource through relevant, valuable content and outreach efforts.

Strategies

 Execute plan in phases to allow for analysis and evaluation of new tactics

 Ensure Communications approach is Risk-based

 Focus on expanding and developing audiences, as well as gathering audience feedback

 Extend reach by utilizing broader variety of communication channels for optimal dissemination of 

information

2
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Metrics

Metrics are key to determining effectiveness.

 Improved attendance and engagement at events

• Workshop survey scores, more questions/participation on calls, etc.

 Extend reach through tracking outreach efforts by channel 

Growth of usable data bank

• Track statistics on website searches, click rates of newsletter links, etc.

 Increased efficiency for content creation

• Reduce length of time for review/approval process; establish usage of new templates

3
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Three-Year Plan

4

*The majority of these Areas of Focus will be ongoing efforts. The Timeframe 

indicates when the effort will begin in earnest.

Timeframe* Areas of Focus Examples

Phase 1 2020

 Inventory and streamline current efforts

 Benchmark and establish metrics

 Create and cultivate feedback loops

 Strengthen channel management

 Guidelines for all external comms

 New surveys

 Social media presence

Phase 2 2020 Q4 – 2021

 Analyze data for strategic planning

 Target and expand new audiences

 Improve website UX

 Upgrade branding and thought leadership

 Risk-based content calendar

 Optimized workshop planning

 Brand guidelines

Phase 3 2021 Q4 – 2022

Execute strategic plans based on:

 Analyzed data and audience feedback

 Proactive risk planning

 ERO collaboration and consistency

“See it all come together”
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Questions & Answers

Forward Together         ReliabilityFirst 
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Reliability needs and action based on MISO’s Resource Availability and Need 

(RAN), and Renewable Integration Impact Assessment (RIIA) work

Reliability First

June 4 2020

MISO Region’s 
Reliability Imperative

1
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… leading to a regional portfolio evolution and operational 
challenges that drive the need for changes to ensure reliability
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• Age and retirement of the portfolio’s 
generating units

• High correlation in timing of planned 
outage for scheduled resources

• Growth in demand side and other 
emergency-only capacity as a percent 
of the overall portfolio

• Growing reliance on intermittent or 
unscheduled resources, including 
interchange

• Growth of variable energy resources 
as a major element of the fleet

Key industry trends1

1As identified as part of MISO’s Resource Availability and Need (RAN) effort
22030 projection compiled from IRPs, investor reports and other sources 
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As renewable penetration increases, the risk of losing load shifts to later 
in the day and compresses to a smaller number of hours

RISK

Net peak load shifts 
from 3 pm to 6 pm.

• Probability of losing load is targeted at one day in ten years over all penetration levels. 

• While aggregate risk remains constant, the risk in specific hours increases.

• Profiles represent a system with 75% wind, 25% solar

*Profile shapes represent hourly averages 
across all days of the 6 study years.

LOLE = Loss of Load Expectation
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Increasing variability and uncertainty due to renewable generation 
will require generators to perform differently than today

* All %’s in labels refer to MISO-wide renewable penetrations levels 

More hourly variability from 
renewables…

…requires increased flexibility 
(curtailments and ramp capability) 
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Beyond 30%, system-wide voltage stability is the main driver of 
dynamic complexity and requires transmission technologies equipped 
with dynamic-support capabilities
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30% Renewables 40% Renewables 50% Renewables

* Maps reflect cumulative indicative solutions across milestones
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of grid 
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Improvement in wind and solar technologies can bring down the cost of integration



• Portfolio evolution and industry trends create a reliability 

imperative for change 

• MISO believes that transitional and transformational enhancements 

must be made to ensure continued reliable and efficient operations 

• Policy & resource planning decisions are being made now (IRPs, retirements, 

investments) 

• MISO and the region must address future reliability now in order to meet 

member goals 

• Changes required now in planning, markets and operations

8

MISO Region’s Reliability Imperative
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Assist Visit Growth

2

Since 2011, ReliabilityFirst has been focused on various types of outreach

Level of outreach engagement is based on an entity’s need: Normal or Extended

 In 2015, developed tracking database and utilized metrics for Assist Visits

Number of entities participating in Assist Visits has increased 76%

Return customers: 73% of entities participate in multiple Assist Visits

Periodically consult or perform Assist Visits with peer Regional Entities

Development

Expansion

Collaboration
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Assist Visit Totals

3

Total Assist Visits performed in a year are trending upward
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Assist Visit Q1 Performance

4

2020 participation continues strong with little to no impact from COVID-19
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Assist Visit Topics

5

Some Assist Visits cover multiple 

Standards or discussion topics 

92 total Standards/topics covered

General topics include review of 

internal controls, processes, 

procedures, sharing of best 

practices, etc. 
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Improvement and Additional Targeted Outreach

6

Work with various RF Departments and review entity metrics to identify new 

outreach opportunities

Enforcement

Engineering & Reliability Services

Compliance Monitoring

Reliability Analysis

Share common Assist Visit questions/answers and best practices

Open Compliance Call

RF Newsletter

RF Website  

Continue to mature and develop a method to expand Assist Visit participation 

and determine overall effectiveness
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Additional Coordinated Outreach

7

Entity Engagement works with various RF Departments coordinating and 

facilitating outreach and entity assist opportunities for:
 Internal Controls, Management Practice, and Cybersecurity Appraisals and 

Assessments. Risk and Compliance Assessments and Guidance
 Misoperations (with Engineering and Reliability Services)

 Cyber Resilience and Cybersecurity Risk (with CIP COMO)

 Operational Risk (with O&P COMO)

 Compliance Risk (with COMO)

 Controls Implementation Maturity (with COMO and Enforcement)

 NERC Standards Guidance (with COMO)

 Mitigation Approval and Implementation (with Enforcement and COMO)

Continue to facilitate, develop and mature entity education methods and 

content in coordination with the RF Communications Manager
 Workshops, Webinars, Newsletters, Whitepapers, Website(s)

 Implement and mature use of new technologies such as Social Media, On-demand and 

Interactive content
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Questions & Answers

Forward Together         ReliabilityFirst 
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