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NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

Comment Period Opens for Reports Evaluating Requests to Transfer Compliance
Registration of Several Entities from MRO and SPP RE

Comments are requested on the Midwest Reliability Organization (MRO) and Southwest Power
Pool, Inc. Regional Entity (SPP RE) reports evaluating proposed requests to transfer Compliance
Registration of several entities from MRO to SPP RE.

On June 29, 2010, NERC issued a request to MRO and SPP RE to provide detailed written
reports evaluating the proposed transfer requests. On August 16, 2010, MRO and SPP RE
submitted separate reports to NERC.

NERC is posting the MRO and SPP RE reports for a 21-day comment period. NERC’s June 29
letter, MRO’s report, and SPP RE’s report are available on NERC’s website.

Copies of the correspondence may be found at: http://www.nerc.com/page.php?cid=3|25 under
the Registration Transfers tab.

Comments are due by September 21, 2010 at 5:00 p.m. EST and must be submitted in a
Word document to Elizabeth Heenan via e-mail (Elizabeth.Heenan@nerc.net).
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NERC’s June 29, 2010 Request to MRO and SPP
RE to Provide Detailed Written Reports Evaluating
the Proposed Transfer Requests
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NERC
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NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

June 29, 2010

Daniel P. Skaar

Midwest Reliability Organization
2774 Cleveland Ave. North
Roseville, MN 55113

Stacy Dochoda

Southwest Power Pool, Inc.
415 North McKinley

Suite #140 Plaza West
Little Rock, AR 72205

Dear Mr. Skaar and Ms. Dochoda:

In September 2008, the Nebraska Public Power District, Omaha Public Power District,
Municipal Energy Agency of Nebraska, City of Fremont, City of Grand Island, Nebraska City
Utilities, Falls City Utilities, and Hastings Utilities (collectively the “Requesting Parties™)
requested that their Compliance Registration with the North American Electric Reliability
Corporation (NERC) be transferred from the Midwest Reliability Organization (MRO) to
Southwest Power Pool, Inc. Regional Entity (SPP). Such a transfer requires that the two
Regional Entities involved amend both delegation agreements with NERC, and consider all of
the issues relevant to the delegation of authority. Specifically, transferring the Requesting
Parties would require amending Exhibit A to the MRO and SPP delegation agreements with
NERC. Because NERC and the Regional Entities were in the process of re-negotiating the base
delegation agreements and related changes to NERC’s Rules of Procedure, consideration of the
transfer request was deferred.

Work on the base delegation agreements and rule changes has been completed and filed with the
Federal Energy Regulatory Commission (FERC) for approval. As you know, NERC included a
new Rule 1208 in the Rules of Procedure to deal with requests of this nature on a going forward
basis; however, because it may be many months before we receive FERC approval of the
proposed rule changes, NERC has determined that it is appropriate to move forward with the
pending requests for transfer at this time.

To facilitate consultation between MRO and SPP, consideration and approval by the NERC
Board of Trustees, and approval by FERC of the resulting amendments to the delegation
agreements with NERC, NERC requests that MRO and SPP submit a detailed written report
evaluating the proposed transfer requests. The MRO and SPP evaluations should consider:

e whether the Requesting Parties still wish to make the transfer;
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e the location of the bulk power system (BPS) facilities of the Requesting Parties to be
transferred in relation to the geographical and electrical boundaries of the respective
regions and the benefits that would accrue to the Requesting Parties desiring a transfer;

e the impacts of the proposed transfers on other BPS users, owners, and operators;

e what changes in existing arrangements would need to be made to accommodate the
transfers;

e the impacts of the proposed transfers on the current and future staffing, resources,
budgets and assessments to other Load-Serving entities of each Regional Entity,
including the sufficiency of SPP’s staffing and resources to perform compliance
monitoring and enforcement activities with respect to the registered entities to be
transferred;

e the compliance history of the Requesting Parties to be transferred from MRO;

e the manner in which pending compliance monitoring and enforcement matters
concerning the Requesting Parties would be transitioned from MRO to SPP, if applicable;
and

e the amendments to Exhibit A to each Regional Entity’s delegation agreement that would
be necessary to achieve the transfer.

If feasible, NERC requests that MRO and SPP submit a joint report regarding the requested
transfers. However, NERC will also accept individual reports from the two regions. MRO and
SPP may also request that the Requesting Parties within their areas provide additional
information concerning the proposed transfer for use in their report.

NERC requests that you file the report within 45 days of receipt of this letter.

The NERC Board of Trustees will consider the proposed transfer based on the submissions by
MRO and SPP, and any other information the board considers relevant. Prior to action by the
NERC Board of Trustees, NERC staff will post for public comment the submissions from MRO
and SPP on the NERC website for twenty-one (21) days, prior to consideration for approval by
the NERC Board of Trustees. If approved, NERC will file the proposed amendments to the
delegation agreements with FERC for approval.

If you have any questions or concerns regarding this matter, please contact me or Willie Phillips
in our legal department at 202-383-2628.

Thank you,

B S AN ol

David Cook
VP & General Counsel

116-390 Village Blvd.
Princeton, NJ 08540
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CC: David D’Allessandro, Nebraska Public Power District
David Ried, Omaha Public Power District
Charles J. Langston, Municipal Energy Agency of Nebraska
Derril Marshall, City of Fremont
Gary Mader, City of Grand Island
Leroy Frana, Nebraska City Utilities
Marvin H Schultes, Hastings Utilities
Alan Romine, Falls City Utilities
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August 16, 2010

Mr. David Cook

Vice President and General Counsel

North American Electric Reliability Corporation
Princeton Forrestal Village

116-390 Village Boulevard

Princeton, New Jersey 08540-5721

Subject: Nebraska Entities request for transfer from MRO to SPP RE
Dear Mr. Cook:

In correspondence dated June 29, 2010, you requested responses to specific questions to evaluate
whether the NERC Board of Trustees should grant or deny the request by the Nebraska Entities®
to change their Compliance Enforcement Authority from Midwest Reliability Organization
(“MRQO”) to Southwest Power Pool Regional Entity (“SPP RE”). See Exhibit F for MRO’s
answersto the questions. This letter is MRO’s response to the Nebraska Entities’ request.

MRO opposes the Nebraska Entities request and believes that such a request is factually
unsupportable, and if granted, would create poor precedent. MRO believes that the Nebraska
Entities overarching concern about duplication and accuracy of reporting and cost efficiency
have been addressed. Moreover, when similar issues with different Registered Entities have
arisen, the affected Regiona Entities have worked closely to resolve coordination matters.
Switching Compliance Enforcement Authorities has not been the solution.

The geographical configuration of the Regional Entities in relationship to the boundaries of the
Reliability Coordinator and Planning Authorities (including Regional Transmission
Organizations and Independent System Operators)(“RC/PA/RTO/ISOS’) is an issue which has
been addressed through the NERC and MRO registration processes and coordination among the
Regional Entities. The broader issue of aligning boundaries of Regional Entities should be
addressed in a thoughtful manner among the Regional Entities and NERC, not one petition at a
time. The ERO-enterprise’s priority should be the policy issue and its resolution, not the one by
one movement of various Registered Entities to and from Regiona Entities as they change
membershipsin regional transmission organizations or markets.

1 MRO has been informed by SPP RE that in addition to NPPD, Omaha Public Power District (*OPPD”), the City of
Hastings and the City of Grand Island remain interested in changing their Compliance Enforcement Authority to
SPP RE. It isunclear whether Municipal Energy Agency of Nebraska (“MEAN") wishes to change its Compliance
Enforcement Authority or not. Therefore, for the purpose of this response, Nebraska Entities does not include
MEAN, or any other Nebraska entities. MRO has responded to the specific arguments raised by NPPD and its
response would be the same for the larger group.
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Background and MRQO’s Position

NPPD has put forth the rationale for its request to change its Compliance Enforcement Authority
with which the other three Nebraska Entities presumably agree. NPPD has persistently asserted
that because it has chosen to participate in a new market, it should now be able to choose its
Compliance Enforcement Authority. According to NPPD “[t]he need ... is demonstrated by
NPPD’s decision to move from the Midwest SO market areato the SPP RTO.”? The notion that
a Registered Entity can choose its Compliance Enforcement Authority has been rejected by
NERC, which stated in response to NPPD’ s assertion: “A registered entity does not have a right
to choose the Regional Entity that will be its Compliance Enforcement Authority....”® NPPD’s
Petition also raises concerns pertaining to duplicative data submittal, inconsistent reporting,
inconsistent regional procedures (such as generator testing), and regional standards currently
under development or being considered. All of these concerns are addressed and resolved by the
agreed-upon Coordination Guidelines for the Nebraska Entities and Southwest Power Pool, Inc.
(as the Registered Entity), which were developed in 2009 and finalized in June 2010. These are
typical matters for Registered Entities to address when they operate in various regions and have
multiple Regional Entities, or operate in more than one market. However, the facilities of the
Nebraska Entities are entirely within the MRO geography and therefore, the Nebraska Entities
are not divided between Regional Entities. These Coordination Guidelines provide the necessary
clarity to the affected Registered Entities and are provided here as Exhibit A.

The sole remaining concern noted in NPPD’ s Petition relates to its own costs. NPPD states that
it “incurs duplicative dues by being forced to remain in the MRO while being a member of SPP
RTO [explain how and why this occurs].” (emphasis added) (sic).* NPPD could not respond in
its protest to the drafter’ s request to explain duplicative dues because the statement is not correct.
MRO has no membership dues and there are no duplicative costs between MRO and the SPP
RTO. NPPD seems to confuse its Section 215 “load serving entity” reliability obligation as a
Registered Entity with costs associated with SPP RTO membership and SPP market
participation. Obviously, these are different and distinct responsibilities, with one being an
obligation and responsibility under Section 215 of the Federal Power Act, and the other being a
business decision of choosing an RTO and market. This error is similar to NPPD’s repeated
assertion that it is not amember of MRO. Neither assertion has any bearing on the determination
of whether NPPD’s petition should be granted or denied. Furthermore, not al MRO Registered
Entities are members of MRO and many members rely on their sector representatives to attend
meetings and keep informed on key matters, rather than attending in person.

2 See Supplemental Comments of the Nebraska Public Power District Regarding Proposed Changes to pro forma
NERC/Regiona Entity Delegation Agreement Due March 5, 2010, page 1 (emphasis added)(NPPD Comments
Delegation Agreement). NPPD also stated “By joining the SPP RTO, NPPD logically and rightfully assumed it also
would be permitted to become a Registered Entity under the SPP Regional Entity.” 1d.at page 3.

% Motion of the North American Electric Reliability Corporation to submit Answer to Comments on Petition for
Approval of Revised Pro Forma Delegation Agreement, Revised Delegation Agreements with the Eight Regional
Entities, and Amendments to the NERC Rules of Procedure in Docket No. RR-10-11-000, page 19 (NERC
Comments Delegation Agreement).

* NPPD Comments Delegation Agreement, page 1.
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NPPD also contends that there is a financial impact because of “the additional [NPPD] time and
expense associated with monitoring standards currently being developed or considered in two
regions and attending duplicative meetings in separate locations.”> Again, this concern is
resolved by the agreed upon Coordination Guidelines. NPPD then attempts to twist the statutory
requirement that the delegation agreement between NERC and MRO must “promote effective
and efficient administration of the bulk-power system reliability” ® into an analysis of a particular
Registered Entity’s efficiencies. Creating a precedent that allows a single Registered Entity’s
presumed efficiencies to be the standard that drives the design of the Regional Entities and will
produce irreconcilable differences. What may be efficient for one Registered Entity would drive
up the costs for other Registered Entities as is the case here. Such a precedent would lead to a
chaotic, unsound approach to determining the configuration of regional boundaries and shift the
focus away from reliability of the bulk electric system to constant corporate restructuring driven
by Registered Entities.

NPPD describes its increased costs as: “Belonging to the SPP RTO and the MRO forces NPPD
representatives to travel to separate locations on separate days to attend RTO and Regional
Entity meetings. The SPP RTO and SPP Regional Entity often coordinate the scheduling of their
respective meetings on consecutive days in order to minimize the time and expense associated
with travel.” " NPPD does not quantify these costs. Thiswas NPPD’s choice to join SPP without
any “guarantee” of a change in Compliance Enforcement Authority. While the SPP RTO may
have organizational meetings coincidental to the SPP RE meetings, this is a modest
administrative convenience which should not drive key policy matters. Ironicaly, however,
based on SPP RE's 2011 funding requirement and assuming the Nebraska Entities do not
increase SPP RE’s costs, NPPD would be 5.6% of the SPP RE footprint and responsible for
$546,515 of the costs which would be an increase in budgeted costs to NPPD of $157,509 as
compared to remaining as part of the MRO region.® Based on assessments, which are net of
penalties and other adjustments, the increase for NPPD would be $112,131. Each of the
Nebraska Entities would experience similar increases in both the budgeted and assessed cost by
having SPP RE serve as their Compliance Enforcement Entity. Thus, it does not appear that the
Nebraska Entities would have a net positive economic benefit from the change to SPP RE
regarding the Regional Entity allocation.

NPPD has not offered a sufficient basis to grant the Nebraska Entities request to change their
Compliance Enforcement Authority, and therefore, the request should be denied for that reason
alone. Not only is NPPD’s rationale for the requested change insufficient, there are affirmative
reasons to deny the petition.

Granting the Nebraska Entities' request would be detrimental to the remaining MRO Registered
Entities as MRO’s cost structure would be spread over a smaller base. The Nebraska Entities
represents approximately 9.1% of the 2011 budgeted load in the MRO footprint, and for the 2011

°Id., page 4.

®16 U.S.C. §8240 (€)(4)(C) (2006).

"NPPD Comments Delegation Agreement, page 4.
8 See Footnote 7, supra..
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NERC approved MRO budget the Nebraska Entities would be responsible for $738,560 and
assessed $750,399.° See Exhibit B. Moving the Nebraska Entities out of the MRO footprint
would not change the overall MRO 2011 funding requirement at this time, and therefore, these
costs would be allocated to the remaining Registered Entities. The Registered Entities remaining
in MRO would see their assessed costs increase by $750,399 in 2011, and, all other factors equal,
the increase would be carried forward into future budget years. Therefore, granting the request
does not economically benefit the Nebraska Entities or the remaining MRO Registered Entities.
Only current SPP RE Registered Entities would derive an economic benefit from the proposed
change.

If the four Nebraska Entities' request is granted, the remaining geographical footprint of MRO in
Nebraska would become checkered, resulting in extra administrative reporting costs for those
remaining in Nebraska and MRO. Several Registered Entities in the MRO footprint that are
aware of the Nebraska Entities' request have informally indicated opposition and at least two
have aready opposed it in writing, including those who share responsibilities on key facilities.
See Exhibits C and D. To the extent the shift would increase costs to the remaining MRO
Registered Entities, presumably all the MRO Registered Entities who are load serving entities
would oppose the Nebraska Entities departure.

Moreover, there is no guarantee that each of the Nebraska Entities would continue participation
in the SPP-RTO market. As the SPP-RTO market develops, any one of the Nebraska Entities
could decide to exit that market and seek alternatives. Other Registered Entities have changed
market allegiances without seeking to change their Compliance Enforcement Authority. For
example, Duke Energy’s proposal to switch Duke Energy Ohio and Duke Energy Kentucky from
MISO to PIM has not resulted in a companion filing to switch Duke Kentucky from SERC
Reliability Corporation to ReliabilityFirst, even though it certainly is plausible that it would be
more convenient for Duke.’® Similarly, the affiliation between SPP RE and SPP RTO is
irrdlevant here and should have no bearing on the NERC Board of Trustee decision.
Axiomaticaly, voluntary changes of memberships in markets ssmply should not drive changes in
the Compliance Enforcement Authority.

While we understand NERC' s desire to be responsive to NPPD, NERC'’ s willingness to address
this issue prior to finalizing its policies and procedures embodied in Rule 1208 would create an
unfortunate precedent that might be an invitation to other Registered Entities to seek transfer to
another Regiona Entity based on notions of their own convenience. With any given request, it
will be difficult to determine whether past enforcement action or the perception of the
enforcement capabilities and philosophy of the requested Compliance Enforcement Authority is,
in part, amotive for the requested change. Moreover, piecemeal handling of these matters does

° Budgeted numbers reflect projected annual costs; assessment numbers are net of historical penalties and other
adjustments and represent the amount that will be paid by the Registered Entity.

10 See http://www.troutmansandersenergyreport.com/2010/07/duke-energy-ohio-and-duke-energy-kentucky-submit-
initial-filing-to-withdraw-from-midwest-iso-and-j oin-pjm-by-january-1-2012/ regarding Duke' s requested change in
RTOs
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not increase the Regional Entities effective and efficient administration; instead it creates
untenable geographical boundary issues as well as instability in the Regional budgets and scope
in carrying out their Section 215 responsibilities. The Regions would be placed under the control
of those they regulate because the Registered Entity would be able to change its regulator for its
convenience and, thus, impact Regional funding and allocations to other Registered Entities.
This coupled with the difficulty in determining motivations for a change in Compliance
Enforcement Authority would create a confusing precedent, likely to encourage “forum
shopping” in the industry — a destabilizing factor for regulation and reliability.

The uncertainty that would be created by the movement of Registered Entities among Regional
Entities does not “promote effective and efficient administration of the bulk-power system
reliability,” and therefore is not in the public interest. The Nebraska Entities have not offered a
sufficient or appropriate basis for changing their Compliance Enforcement Authority. Moreover,
the change would be detrimental and disruptive to the remaining Registered Entities in MRO by
increasing their costs and administrative burdens. The issues raised by the Nebraska Entities
have been resolved by the Coordination Guidelines which represents the standard Regional
Entity approach to resolving similar issues.*! The request by the Nebraska Entities to change
their Compliance Enforcement Authority, therefore, should be denied.

Policy Considerations Raised by the Nebraska Entities Request

MRO strongly supports the effective and efficient design of the ERO-enterprise including the
Regions, and MRO understands the valid cost and efficiency concerns raised. However, a
fragmented approach driven by individual Registered Entities' request is not the solution.

As noted above, NERC has stated that NPPD does not define its policy priorities’ and NERC
should not let the Nebraska Entities demands to join SPP RE set NERC's policy priorities. The
policy priority that NERC should consider is whether granting the Nebraska Entities request
promotes the effective and efficient administration of the bulk-power system reliability under
Section 215 of the Federal Power Act?

MRO’s Recommendation

MRO recommends that NERC deny the Nebraska Entities' request to change its Regional Entity
based on a finding that the reasons as noted by NPPD do not support a change in the Compliance
Enforcement Authority, particularly given the increased costs that would be incurred by the other
MRO Registered Entities.

The geographica configuration of the Regional Entities in relationship to the boundaries of the
Reliability Coordinator and Planning Authorities (including Regional Transmission
Organizations and Independent System Operators)(“ RC/PA/RTO/ISOS’) may be an important
issue; however, the existing registration processes and the measures taken by Regional Entitiesto
cooperatively address the issues have resolved duplications and eased the administrative burden.

! For example, MRO has arrangements with ReliabilityFirst regarding how to handle a Registered Entity with
operations in both regions. These types of coordination arrangements are common, effective and efficient.

12See supra note 3.

\j ; Q z :2774 Cleveland Avenue N e Roseville, MN 55113 e Phone (651) 855-1760 e Fax (651) 855-1712 e www.midwestreliability.org



MIDWEST
RELIABILITY ®

| ORGANIZATION Page | 6 .

NERC's priority should be to first complete and assign the “fill in the blank” standards to
Registered Entities, consistent with Order 693 directives, which would provide better clarity to
the industry on this issue. Then, NERC should consider the broader policy issues and not
sanction piecemeal movement of various Registered Entities to and from Regional Entities.

Sincerely,

DA

Daniel P. Skaar
President

Cc.  Stacy Dochoda, SPP RE General Manager
Nebraska Entities

m774 Cleveland Avenue N e Roseville, MN 55113 e Phone (651) 855-1760 e Fax (651) 855-1712 e www.midwestreliability.org



MIDWEST
RELIABILITY ()

i  ORGANIZATION Page | 7 .

Exhibit A

Coordination Guidelinesfor Nebraska Entities and Southwest Power Pool,
Inc. (asthe Registered Entity) in MRO Region

June 11, 2010

Background

On April 19, 2007, the Federal Energy Regulatory Commission (“Commission” or “FERC")
issued an order accepting Delegation Agreements between the North American Electric
Reliability Corporation (NERC) and eight Regiona Entities (RES), including the Midwest
Reliability Organization (MRO) and Southwest Power Pool, Inc. (SPP) Regiona Entity
division®®. In each Delegation Agreement, NERC assigned authority to the RE to, among other
things, enforce compliance with Reliability Standards within the geographic boundaries set forth
in Exhibit A of the RE’s Delegation Agreement.

Geographic boundaries of the Regional Entities were generally established based upon the
existing boundaries of the predecessor organizations (Regional Reliability Councils), which were
somewhat based on the topography of the bulk electric system and the operating footprints of the
membership within the voluntary regional reliability organizations. These geographic areas were
generally the basis for regional bulk power system planning, modeling, and system analyses, as
well as for other types of regional planning and operational coordination such as UFLS programs
and system restoration plans. MRO geography includes the former MAPP region, parts of the
former MAIN region and Saskatchewan (which was not part of a predecessor organization). In
the future, tasks such as these would likely be re-assigned to Planning Coordinators and/or
Reliability Coordinators, but currently are included in the responsibilities of the Regional
Entities (as part of the so called “fill in the blank” standards).

As a condition of the Delegation Agreement, each RE also had to agree to comply with the
provisions within the NERC Rules of Procedure (ROP). The ROP provides for additional
activities such as Organizational Registration and Certification, Reliability Readiness Audit and
Improvement, Reliability Assessment and Performance Analysis, Training and Education, and
Situational Awareness and Infrastructure Security.

Nebraska area changes

On April 1, 2009, Nebraska Public Power District (NPPD), Omaha Public Power District
(OPPD), and Lincoln Electric System (LES) (“Nebraska entities’) joined SPP and began to take
Reliability Coordinator (RC) and tariff administration services from SPP. On March 26, 2009,
MRO approved the revised Reliability plan for SPP Regiona Transmission Organization (RTO),
which included the Nebraska entities. In addition, certain Nebraska utilities requested to move
their RE affiliation from MRO to SPP (as administered by the SPP Regiona Entity division).
These requests to move registration remain pending with MRO, SPP RE division and NERC.

3 This document refersto SPP in two contexts. One, SPP, as the Regional Entity under Section 215 of the Federal
Power Act or “SPP RE division. Two, SPP, as a Registered Entity in both SPP RE division and MRO geographies
or “SPPRTO".
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Coordination Guidelines

While the requests to move RE registration from MRO to the SPP RE division remain pending,
the Nebraska entities and the SPP RTO will operate in accordance with these Coordinating
Guidelines to ensure clarity for Nebraska entities and SPP RTO to avoid duplication where
possible and provide certainty for regional delegated authorities between MRO and SPP RE
division and those subject to the standards under Section 215 of the Federal Power Act.

Model Building

The bulk power systems of NPPD, OPPD, and LES will be included in the models of SPP as
their Planning Coordinator. Staff of MRO will coordinate the timing of data collection and other
modeling details to ensure the seams are clear in the models and minimize duplication with the
cooperation from the Nebraska entities and SPP RTO.

The Nebraska entities will submit their respective modeling data directly to SPP RTO for the
2010 model series. The MRO Mode Building Subcommittee may choose whether to obtain
these updates as a part of the MMWG external model or directly from SPP RTO for use in the
MRO 2010 series models so that the Nebraska entities will only need to submit their data once
(to SPP).

Seasonal and Long Term Assessments

Bulk power system planning for the Nebraska entities will be coordinated by SPP RTO as their
Planning Authority (PA), using the appropriate planning criteria, processes and models for the
NERC 2010 seasonal assessments, scenario assessments, and LTRA. SPP RTO, as the PA, will
continue to perform appropriate studies to meet the requirements for TPL-001 to TPL-004.

The Nebraska entities will submit their respective data and narrative portions of these
assessments to MRO. The Nebraska entities will complete the NERC spreadsheet for their
respective company’s load, generation, interchange, transmission, energy, etc., and return it to
MRO. MRO will include the Nebraska entities in their regional assessment submittalsto NERC.
This does not prohibit or limit the Nebraska entities from voluntary participation in the SPP RE
division assessment process in 2010 (as they have expressed a desire to do so).

For assessments, MRO has proposed to NERC that assessments should be conducted on planning
authority geographies which would resolve the matter for all parties.

Periodic Data Reporting

These periodic data requirements will be collected/performed by MRO:
e CPS data, for analysis and subsequent reporting to NERC
¢ Relay mis-operations
¢ Reviews of new or modified SPSs and periodic reviews of an SPS
e Frequency bias settings
e Monthly Operator Credentials (PER-003)
e Ongoing and Quarterly Vegetation related transmission outages
e Annua Self-Certification
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e Exception reporting identified in the annual implementation plan
e NERC GADS and TADS data submittals

e Quarterly updates required by NERC EOP-005-1 for the exercise, drill, and smulation of
restoration of offsite power to nuclear stations

DCS data will be submitted to SPP RTO (through its Reserve Sharing Group) for compilation
and reporting to NERC, with a copy of the report provided to MRO.

Additiona Clarifications on Reguirements for Nebraska entities and SPP RTO

¢ MRO will monitor compliance and handle enforcement for violations of al regulatory
approved Reliability Standards and is the Compliance Enforcement Authority for the
Nebraska entities and the applicable parts of the SPP RTO.

e Contingency reserve requirements for NPPD, OPPD, and LES will be those established by
SPP RTO until a NERC standard is established and mandatory. Black Start coordination is
the responsibility of SPP RTO as the Reliability Coordinator.

e For generator testing, he Nebraska entities should select the criteria that are most consistent
with maintaining reliability in their respective areas and report their respective selections to
MRO until amandatory standard is established by NERC.

e Event Analysis coordination will be determined by the circumstances. In general, a wide
spread event will be coordinated by NERC. A more localized event will be coordinated
based upon the circumstances. MRO and SPP RE division will coordinate appropriately.

¢ The designated Planning Authority for the Nebraska entitiesis SPP RTO.

¢ The designated Transmission Service Provider for the Nebraska entitiesis SPP RTO.

¢ For Disturbance Monitoring Equipment requirements, the Nebraska entities should select the
criteria that are most consistent with maintaining reliability in their respective areas and
report their respective selections to MRO until a mandatory standard is established by NERC.

e For Under Frequency Load Shed and Under Voltage Load Shed programs, the Nebraska
entities should select the criteria that are most consistent with maintaining reliability in their

respective areas and report their respective selections to MRO until a mandatory standard is
established by NERC.

Regional Standards

MRO and SPP RE division will determine the applicability of any new or revised Regional
Standards for Nebraska entities and SPP RTO consistent with maintaining reliability in the area.
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Exhibit B

NERC' s entire Assessment Schedule for 2011 can be found by following:
http://www.nerc.com/docs/bot/finance/Appendix 2 AssessmentCal cul ations.pdf

2011 Budget and Assessment Impacts

SPP Budget

MRO NEL MRO NELPct MRO Budget Amt SPP NEL NEL Amt Increase/(Decr)
NPPD 12,666,632 4.784% S 389,006 12,666,632 5.578% $ 546,515 S 157,509
OPPD 10,305,544 3.893% $ 316,495 10,305,544  4.538% S 444,644 S 128,149
Grand Island 681,421 0.257% $ 20,927 681,421 0.300% $ 29,401 S 8,473
Hastings Utilities 395,028 0.149% $ 12,132 395,028 0.174% S 17,044 §$ 4,912
NE Entities 24,048,625 9.083% $ 738,560 24,048,625 10.591% S 1,037,604 S 299,044

SPP
MRO Assessment Assessment

MRO NEL MRO NEL Pct Amt SPP NEL NEL Amt Increase/(Decr)
NPPD 12,666,632 4.784% S 395,211 12,666,632 5.578% $ 507,342 S 112,131
OPPD 10,305,544 3.893% $ 321,542 10,305,544  4.538% S 412,772 S 91,230
Grand Island 681,421 0.257% $ 21,261 681,421 0.300% $ 27,293 S 6,032
Hastings Utilities 395,028 0.149% $ 12,325 395,028 0.174% $ 15,822 $ 3,497
NE Entities 24,048,625 9.083% $ 750,339 " 24,048,625 10.591% $ 963,230 S 212,891
Total NEL 264,751,863 203,022,708
NE Entities 24,048,625 24,048,625
Revised NEL 240,703,238 227,071,333
2011 Budget S 8,130,824 S 9,797,236
2011 Assessment S 8,260,502 S 9,094,985

Note: Budget are operating costs plus capital costs; Assessments are net of penalties collected and other adjustments

Reference: Figures from 2011 Business Plan and Budget from SPP RE and MRO; NEL figures of NE Entities.
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Exhibit C

LINCOLN ELECTRIC SYSTEM

August 12, 2010

Dan Skaar, President

Midwest Reliability Organization
2774 Cleveland Avenue N
Roseville, MN 55113

Re: Mebraska Utilities Transfer Request
Dear Mr. Skaar:

Certain Nebraska utilities have requested a transfer from the Midwest Reliability Organization (MRO) to
the Southwest Power Pool Regional Entity (SPP RE), suggesting in the process that their situation would
be unigue and effort duplicative if they remain in SPP for RTO services and in MRO for RE purposes,
Lincoln Electric System (LES), a Bulk Power System user, owner, and operator within the MRO region
which would be impacted by the proposed transfers, opposes the proposal, and offers the following for
consideration in support of its oppaosition.

Regional reliability entity and reglonal transmission organizations functions differ significantly, and there
is risk in having the two entities performing their separate obligations under one umbrella. While both
organizations have common interest in a robust, secure and reliable bulk transmission system, they
necessarily operate in pursuit of that goal from differing perspectives. It is essential for the Regianal
Entity function to be intently focused upon regional assurance of compliance with the NERC standards.
The RTO focuses instead on bulk power transmission needs and energy market functions. Given their
differing perspectives and responsibilities, situations of conflicting obligations will occur. It Is simply
better for the reliability organization to be totally separate from and independent of the RTO, and to
that end, LES believes it is better for RE's not to automatically align footprints with an RTO every time a
geographical boundary change occurs. Evidence that differing RTO and RE footprints are workahle can
be found by looking no further than MRO for an example. There are currently two quite successful RTO
organizations functioning within the existing MRO area of responsibility along with two Transmission
Organizations. MRO receives input and cooperation from each of these entities, but has no vested
interest in the successful governance of any of them,

@774 Cleveland Avenue N e Roseville, MN 55113 e Phone (651) 855-1760 e Fax (651) 855-1712 e www.midwestreliability.org
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The Mebraska utilities are in a time of transition into the SPP RTO. As is the case in any transition, there
is a learning curve when two separate entities first begin to communicate and coordinate joint
aperations. LES believes that the perception of duplicative issues between the MRO and SPP RTO stem
in part from the requiremeants outlined in the *SPP Criteria’ document. The 5FP Criteria document {last
updated April 27, 2010) contains a mix of both SPP RE related requirements and SPP RTO related
requirernents, without distinction to which are RE related and which are RTO related. As a part of LES'
membership agreement with the SPP RTO, LES became obligated to meet all of the requirements listed
in the SPP Criteria document. Since the NERC approved fill in the blank’ standards require LES to meet
its RE's requirements, LES felt it necessary to pursue waivers from the 5PP RE related requirements
within the 5PP Criteria document. LES was granted 24 waivers from those SPP Criteria requirements
related to the RE function. It is LES" contention that if the SPP Criteria were separated into two separate
documents, one for the SPP RE and one for the S5PP RTO, the perception of duplication between the 5PP
RE and the MRO would be greatly reduced, if not all together eliminated.

Additionally, this continued perception of duplication fails to consider efforts already undertaken by the
MRO to accommodate the NE entities’ SPP RTO transition. The MRO has exceeded the most basic
respansibilities required of a Regional Entity in order to eliminate for the Nebraska utilities any
perception of duplicated efforts and to ensure that any Issues are adeguately resolved. In light of the
MRO's continued commitment, LES continues to remain unconvinced that any reliability benefit can be
realized by transferring Regional Entities.

Although SPP has proven its capability in performing the market functions, reliability coordinator
functions, and reserve sharing group functions as LES" designated RTO, LES perceives a high value in the
importance of separating the RTO and RE functions in accordance with the ERQ model. At this time, LES
believes the MRO well serves its role of the RE for LES and the other Mebraska utilities.

These comments may be shared with NERC if you wish.

Sincerely,

ce: Kevin Wailes
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Exhibit D

From: Robert Harris

Sent: Saturday, February 13, 2010 12:57 PM
To: David Cook

Subject: NPPD's request to transfer to SPP RE

Hi Dave. It’s been a quite a while since I was on the NERC MRC and we worked
together. I wanted to be sure you and NERC were aware of a couple issues we have
with NPPD’s request to transfer from the Midwest Reliability Organization (MRO)
to the SPP Regional Entity (SPP RE).

First, there are several registered entities who have facilities in Nebraska
currently included in the MRO footprint. I can’t see how NPPD and the other
Nebraska entities unilaterally desiring to transfer to SPP RE could do so,
without consideration of the impacts to the other registered entities with
Nebraska facilities. Western Area Power Administration’s Upper Great Plains
Region (Western UGP) currently has facilities in the WECC footprint and the MRO
footprint. Some of our facilities in the MRO footprint are in Nebraska. We have
no desire to move or have facilities moved into the SPP RE footprint such that we
are in three Regional Entities footprints. I realize there are others in this
situation but we want NERC to understand we strongly oppose the transfer of our
facilities from MRO to SPP RE to facilitate the desire of certain other
registered entities to transfer their own facilities from the original footprint.

Second, if Nebraska is transferred into the SPP footprint, there will be cost
shift in the MRO. 1It’s my understanding that the remaining MRO registered
entities cost will go up between 6 and 8%. This is not something that Western
UGP finds acceptable. Additionally if some of our facilities are forced into the
SPP RE footprint, I’m sure we will be expected to pay our respective portion of
the SPP RE cost. The 6-8% increase coupled with the load ratio share of the SPP
RE cost will represent a large cost increase to our load and customers. This
increase in cost is something we also strongly oppose.

Third, it’s our understanding that you directed MRO and SPP RE to work through
any concerns of the Nebraska utilities. I understood that all or nearly all the
issues had been resolved and am not aware of significant issues associated with
the current footprints.

I understand that you will be discussing this request next week at the MRC
meeting and wanted to be sure that you and NERC are aware of our strong concern
and opposition in the transfer of certain Nebraska utilities to SPP RE.

Thanks
Bob Harris
Regional Manager

Western Area Power Administration
Upper Great Plains Region
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Exhibit E
February 3, 2010

Mr. Tom Burgess
NERC Planning Committee, Chair

Mr. Jeff Mitchell
NERC Planning Committee, Vice Chair

Subject: Aligning Assessment Geographies with Planning Authorities

The Midwest Reliability Organization (MRO) would like to request that the NERC Planning
Committee include an agenda item for their March 16-17, 2010 meeting, to discuss the
realignment of seasonal and long-term assessment reporting boundaries from the Regional Entity
boundaries (as determined by the Regional Delegation Agreements) to the actual planning and
operating boundaries associated with Planning Authorities and Reliability Coordinators (includes
Regional Transmission Organizations (RTO) and Independent System Operators (1SO)).

Background:

With the unbundling of functions (including the start-up of organized markets) in the Eastern
Interconnection, the recent emphasis on regional planning, and the role of Regiona Entities
changing as a result of Section 215 of the Federal Power Act, MRO staff recommends
consideration that the meaningful geography in the assessment is the planning and/or regiona
planning authority geographies, including an emphasis on the Eastern Interconnection
geography. Since Regional Entities are not Registered Entities and are not subject to Reliability
Standards, it appears that using Regional Entity (RE) boundaries for assessment reports is no
longer a necessary or meaningful geography for the readers of such reports, unless the Regional
Entity geography coincides with the planning authority or RTO boundary. Ultimately, it's the
Planning Authority’s responsibility to properly plan for load, generation and transmission. It is
the Regiona Entity’s responsibility to assure, in an independent fashion that the Planning
Authorities follow the applicable Reliability Standards and the studies performed by Planning
Authorities have adequate technical rigor. Assessments performed by NERC and the Regiond
Entities need “line of sight” to those ultimately responsible for planning the bulk power system;
thisis more meaningful to the readers and users of the reports.

Throughout 2009, the NERC Réliability Assessment Subcommittee has been discussing how to
better report assessments within the central part of the Eastern Interconnection where Reliability
Coordinators and Planning Authorities (i.e. 1ISO and RTO) geographies straddle several Regional
Entities. The Midwest 1SO, PIM and SPP-RTO are incongruous with the Regiona Entity
geographies of the MRO, SPP, RFC and SERC. However, NERC assessments report on a
Regional Entity basis and it is becoming increasingly difficult to align the assessments that are
submitted by Planning Authorities and RTOS/1SOs to fit into Regiona Entity geographies,
particularly with LMP markets, regiona tariffs, and Reliability Coordination often times
matching these Planning Authority and RTO/ISO geographies.
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Existing Process:

o Regional Entities presently report assessment information to NERC for Registered Entities
located within their RE boundaries.

e Regional Entity geographies are not perfectly aligned with several Planning Authorities (i.e.
RTO geographies).

e Data associated with RTOs and Planning Authorities that straddle multiple REs is presently
parsed out to each respective RE based on RE boundaries.

e Carving up RTO data this way is difficult and no longer meaningful in these instances and
can result in misleading the readers of the assessments (e.g. may result in inaccuracies, and
it can be confusing when:

Summarizing annual growth rates

Describing demand response programs
Comparing reserve margins to target margins
Summarizing interchange transactions
Describing resource adequacy studies

O o00O0O0

Overal, the more meaningful geographies to report on are Planning Authorities or groups of
Planning Authorities (including organized markets such as RTO geographies). In other words,
the assessments done by NERC and the Regional Entities need line of sight to those ultimately
responsible for planning the bulk power system.

The attached Powerpoint slides illustrate this issue and can be used to present this agenda item to
the NERC Planning Committee. As the slides indicate, WECC, ERCOT, FRCC and NPCC are
unaffected by this proposal.

Proposal:

e Data associated with RTOs and Planning Authorities that straddle multiple REs would no
longer be parsed out to the REs.

e An RTO, ISO or Planning Authority (or a group of Planning Authorities as in the SERC
Region) would be considered a Sub-region and would now be kept whole for reporting
purposes.

e This would require coordination between Regional Entities; one RE would have ownership
of reporting the sub-regional data to NERC, but multiple REs will be involved with assessing
the narratives. For example, MRO could be responsible for reporting MISO information to
NERC and RFC could be responsible for reporting PJM information to NERC. Further, MRO,
RFC, and SERC would cooperate to assess the MISO information.

e This would require a Regional Entity to report assessment information from a Registered
Entity that may not necessarily be registered within that reporting Regional Entity.

Such a change in the assessments does not appear to conflict with the existing Rules of
Procedure. NERC RAS staff has consulted with NERC Counsel to determine if this proposal
would bein conflict in any way with the Delegation Agreement obligations that are filed with the
Commission. There was no conflict identified.
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The MRO would like to respectfully request that the NERC Planning Committee consider taking
action on this proposal for the 2011 assessments. Reporting assessment information in this
manner will be consistent with its ownership and the integrity of the original data will be
retained. This proposal also aigns well with how fill-in-the-blank Standards are being re-
assigned from RROs (RES) to the Planning Authorities and Reliability Coordinators. MRO
suggests that the assessments done by NERC and the Regional Entities need line of sight to those
ultimately responsible for planning the bulk power system.

Regards,

Ihe S choereetir

Dan Schoenecker
Vice President, Operation
Midwest Reliability Organization

Cc:  MRO Rdiahility Assessment Committee
Mark Lauby, NERC

\i ; Q z :2774 Cleveland Avenue N e Roseville, MN 55113 e Phone (651) 855-1760 e Fax (651) 855-1712 e www.midwestreliability.org



MIDWEST
RELIABILITY ()

i ORGANIZATION Page |17 @

Exhibit F

MRO’s Responsesto NERC'’s Questions posed by the June 29, 2010 L etter
Whether the Requesting Parties still wish to make the transfer

According to SPP RE, in addition to NPPD, Omaha Public Power District, the City of Hastings
and the City of Grand Island continue to express interest in the transfer. However, to the best of
MRO'’s knowledge, the Coordination Guidelines resolved all outstanding issues for the Nebraska
Entities. See Exhibit A.

The location of the bulk power system (BPS) facilities of the Requesting Parties to be transferred
in relation to the geographical and electrical boundaries of the respective regions and the
benefits that would accrue to the Requesting Parties desiring a transfer

MRO believes that the Coordination Guidelines provide all of the benefits that would have
accrued to the Nebraska Entities if SPP RE were the Nebraska Entities Regional Entity. For
example, with regard to standards which are not yet mandatory (“fill in the blank” standards, yet
to be assigned to a registered function, NPPD should choose criteria which is more consistent
with reliability requirements in its area considering where the functional responsibility would be
assigned. MRO staff has worked with the Nebraska Entities regarding this matter.

The impacts of the proposed transfers on other BPS users, owners and operators

Registered Entities are required to retain evidence of compliance for all applicable Reliability
Standard requirements. Therefore, all Registered Entities having one of the Nebraska Entities as
their Transmission Operator (for example) would continue to collect evidence from the Nebraska
Entities for any work or task performed by Nebraska Entities on the entity’ s behalf. This process
would be expected regardless of which RTO the Nebraska Entities belong. As previously noted,
the coststo all Registered Entities in the MRO region would increase.

What changes in existing arrangements would need to be made to accommodate the transfers

As it relates to the implementation of the CMEP, the list of assets (inventory) for the Nebraska
Entities that meet the NERC Registration Criteria would need to be transferred to the SPP RE.
Each of the Nebraska Entities would be deregistered (or removed) from the MRO registry and
access rights to the MRO compliance data management system would be revoked. All of this
would be coordinated with the SPP RE.

The maps which are exhibits to the delegation agreements for MRO and SPP RE would need to
be changed to reflect each of the Nebraska Entities being a Registered Entity in SPP RE.

The impacts of the proposed transfers on the current and future staffing, resources, budgets and
assessments to other Load-Serving entities of Each Regional Entity, including the sufficiency of
SPP’s staffing and resources to perform compliance monitoring and enforcement activities with
respect to the registered entities to be transferred
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MRO would remove the Registered Entity from the registry and update the compliance
monitoring schedule. However, the removal of one entity would not reduce or change the
staffing and resources of MRO. On the other hand, the transfer of these load serving entities
would increase the assessments to all other MRO Registered Entities, which would be required
to absorb the loss of over $700,000 in revenues. MRO would work to decrease its costs over
time; however, certain fixed costs would not change. While MRO cannot represent concerns and
issues of all the affected Registered Entities within MRO’s geography regarding the transfer of
the Nebraska Entities to SPP RE, MRO notes that Western Area Planning Authority and Lincoln
Electric System has informed NERC that it opposes the transfer. See Exhibit C and D. MRO
does not know how the change would increase SPP RE’ s costs.

The compliance history of the Requesting Parties to be transferred from MRO

MRO would provide SPP RE with copies of al historic compliance monitoring data of the
Nebraska Entities.

To date, MRO has processed violations by NPPD via a Settlement Agreement which was
approved by FERC on March 3, 2010*. MRO would provide copies of any documents or
information related to the confidential settlement discussions that were not included in the Notice
of Penalty filing.

MRO has also processed violations by the City of Grand Island which were approved by FERC
on November 13, 2009.> MRO would provide copies of any documents or information related
to this enforcement action that were not included in the Notice of Penalty filing.

The manner in which pending compliance monitoring and enforcement matters concerning the
Requesting Parties would be transitioned form MRO to SPP, if applicable.

MRO would coordinate the monitoring and validation of completion for any open mitigation at
the time of the transfer to the SPP RE. MRO would retain responsibility for any violations that
are being processed at the time of the transfer through filing with and approval by FERC,
including collection of any accompanying financial penalties.

The amendments to Exhibit A to each Regional Entity’s delegation agreement that would be
necessary to achieve the transfer.

The maps which are exhibits to the delegation agreements for MRO and SPP RE would need to
be changed to reflect the Nebraska Entities becoming Registered Entitiesin SPP RE.

' Order dated March 3, 2010 related to NP10-39-000, 130 FERC { 61,154
!> Order on Omnibus Notice of Penalty Filing dated November 13, 2009, 129 FERC 1 61,119
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Ms. Stacy Dochoda Southwest Power Pool Regional Entity
Regional Entity General Manager 16101 La Grande, Ste 103
sdochodata spp.org Little Rock, AR 72233

P 501-688-1730
F501.821.8726

August 16, 2010 Via Electronic Mail

David Cook

VP & General Counsel

North American Electric Reliability Corporation
116-390 Village Blvd.

Princeton, NJ 08540

Re:  Transfer of Certain Nebraska Entities from Midwest Reliability
Organization to Southwest Power Pool Regional Entity

Dear Mr. Cook:

Southwest Power Pool, Inc. in its capacity as a Regional Entity (hereinafter, “SPP RE™)
provides the attached report in response to your June 29, 2010 Letter regarding the request of
certain utilities in the state of Nebraska to transfer their compliance registration from the
Midwest Reliability Organization to SPP RE. Please feel free to contact me with any questions,

Respectfully submitted,

AN

Stacy Dochoda
Regional Entity General Manager



Report of the SPP RE Regarding the Transfer of the Compliance
Registration of Certain Nebraska Utilities from MRO to SPP RE

l. BACKGROUND

On December 1, 2008, Nebraska Public Power District (“NPPD”) and Omaha Public
Power District (“OPPD”) became members of the SPP Regional Transmission Organization
(“SPP RTQO”) and transferred operational control over their transmission facilities to SPP RTO
on April 1, 2009. As part of this transfer, a number of other entities also placed their facilities
under SPP's operationa control. During this same period that NPPD and OPPD were finalizing
plans to join the SPP RTO, these utilities, and several other entities located in Nebraska, aso
made a request to NERC to transfer their compliance registration from the MRO to the SPP RE
for various business reasons including the potential for duplication of efforts by being part of two
separate reliability organizations and to fully integrate into SPP. Because the North American
Electric Reliability Corporation (“NERC”) was in the process of renegotiating the delegation
agreements with each regional entity and modifying its Rules of Procedures, the requests of the
Nebraska Utilities to transfer compliance registration were deferred. On June 29, 2010, Mr.
David Cook, VP & General Counseal of NERC, requested that SPP RE and MRO submit a report
providing certain information to assist NERC in its decision on the requested transfers.

1. SPP RE RESPONSE

SPP RE’s individual comments and responses to issues delineated in the June 29 Letter
are set forth below.

Specific Issues Listed in the June 29 Letter
e Issue 1: “Whether requesting Parties still wish to make the transfer”

SPP RE Response: SPP RE sent formal requests to each registered entity that
had previously expressed interest in transferring its compliance registration from
MRO to SPP RE. The following utilities provided formal notice of their
continued intent to transfer: Nebraska Public Power District (NPPD), Hastings
Utilities, Omaha Public Power District (OPPD), and the City of Grand Island
(Collectively, “Nebraska Utilities").

e Issue 2: “Thelocation of the bulk power system (BPS) facilities of the Requesting
Partiesto be transferred in relation to the geographical and electrical boundaries
of the respective regions and the benefits that would accrue to the Requesting
Parties desiring a transfer”

SPP RE Response:  Currently, the SPP RE geographic and electrical
region borders the state of Nebraska. The transfers of the Nebraska Utilities to
the SPP RE would cause SPP RE and MRO to each have portions of the state of
Nebraska within their boundaries. Geographically, the Nebraska Utilities service
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approximately 90% of the state of Nebraska. The SPP RE presently has intra-state
borders in other states including but not limited to Louisiana, Texas, Missouri,
and New Mexico. It is important to note that state boundaries have traditionally
played little to no part in the assignment of registered entities to a specific
regiona entity and have no real impact on maintaining the reliability of the bulk
power system. Rather, during the origina assignment of registered entities to
their respective regiona entities in 2007, NERC generally assigned each
registered entity to the reliability organization to which the registered entity was
currently a member regardless of the state in which the entity was located. Thus,
if the Nebraska Utilities had been a member of the SPP RTO during the original
assignment in 2007, it is amost certain that they would have been registered with
the SPP RE due to their membership in the SPP RTO. In fact, the Federal Energy
Regulatory Commission has recognized “the potential benefits of having the same
boundaries for an RTO/ISO and a Regional Entity.”*

While SPP RE understands that any registered entity requesting a transfer
is required to demonstrate the business reasons for such transfer under the
proposed Rule 1208 of the NERC Rules of Procedure, the obvious benefits of the
instant transfer request are both quantitative and qualitative. The Nebraska
Utilities' recent memberships in the SPP RTO provide for SPP to act as their
Reliability Coordinator, which includes real-time interaction, monitoring and
training. Thus, with the approval of the requested transfer, the Nebraska Utilities
will be able to concentrate all of their efforts in one reliability area rather than
split their resources between the SPP RTO activities and the MRO RE activities.

SPP RE and the SPP RTO attempt to coordinate many public activities.
For example, the SPP RE Trustees meetings and the SPP Board of Directors
meetings are held in the same location on consecutive days. The SPP RE and the
SPP RTO aso coordinate the SPP RE Compliance Workshops and the SPP RTO
functional forums in the same location on consecutive days. Another example of
this coordination is that the SPP RE attends and presents at many of the SPP
technical working group meetings as part of a continuous outreach effort to the
registered entities that are also members of the SPP RTO. The SPP RE
undertakes this coordination in order to provide the SPP RE registrants that are
also SPP RTO members the benefit of both lower travel costs and improved
personnel assignments.

Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the
Establishment, Approval, and Enforcement of Electric Reliability Sandards, Order No. 672, 2006-2007
FERC Stats. & Regs., Regs. Preambles 131,204 at P. 671 (2006).

See Petition for Approval of Revised Pro Forma Delegation Agreement, Revised Delegation Agreements
with the Eight Regional Entities, and Amendments to the NERC Rules of Procedure of the North American
Electric Reliability Corporation, Docket No. RR10-11 at 87 (“June 9 NERC Petition”) (June 9, 2010).
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Currently, the Nebraska Utilities must attend duplicate sessions at both the
SPP and MRO in order to keep abreast of issues and activities and to participate
in both organizations' ongoing actions. The Nebraska Utilities also are required
to understand and abide by the variations in the regiona criteria or standards
maintained by SPP RTO, as a Reliability Coordinator, and MRO as a Regiona
Entity; thus, the requested transfer will benefit the Nebraska Utilities by allowing
them to focus on one consistent set of requirements.

Issue 3: The impacts of the proposed transfers on other BPS users, owners, and
operators

SPP RE Response: A transfer of registration would be required only of the
utilities that elect to transfer and they would register in the SPP RE for the same
functions for which they are now registered in the MRO. The other BPS users,
owners and operators would not be impacted by this change in registration.

If the requested transfer is approved, no change in the assignment of the
Nebraska Utilities Reliability Coordinator, Planning Authority, Transmission
Service Provider or Interchange Authority will occur nor will any other registered
entity be required to make any changes in these registrations.

Further, as aresult of the transfer of registration and SPP RE’ s expectation
that no perceptible change will occur to the SPP RE cost structure, it is anticipated
that all SPP RE current load serving entities' fees will drop by approximately
10% of the SPP RE portion of the fee that is assessed by NERC each quarter.
Thus, the transfer will provide a benefit to the Nebraska Utilities as well as SPP
RE’ s other registered entities.

Issue 4: What changes in existing arrangements would need to be made to
accommodate the transfers

SPP RE Response: A transfer of registration would be required of each of the
Nebraska Utilities. Each utility would re-register in the SPP RE for each function
that is currently registered inthe MRO.  Changing compliance registrationsis a
simple and straightforward process that takes less than two weeks to compl ete.

Issue 5: The impacts of the proposed transfers on the current and future staffing,
resources, budgets and assessments to other Load-Serving entities of each
Regional Entity, including the sufficiency of SPP’s staffing and resources to
perform compliance monitoring and enforcement activities with respect to the
registered entities to be transferred

SPP RE Response: Adding four (4) registered entities to the present 128
registered entities in the SPP RE region will have a minima impact on the
workload of the SPP RE staff and future staffing needs. While the SPP RE does
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not have specific information concerning the compliance or event history of the
Nebraska Utilities, the SPP RE is confident that the projected staffing and funding
for all 2011 compliance monitoring and enforcement activities is adequate under
the assumption that the compliance history of the Nebraska Utilities is reasonably
equivaent to other entities of similar size and registration. Further, MRO uses the
same automated data management system as the SPP RE, which will reduce
training and transition issues for the Nebraska Utilities.

Issue 6: The compliance history of the Requesting Parties to be transferred from
MRO

SPP RE Response: SPP RE does not have direct access to the compliance
history of the Nebraska Utilities. Thus, MRO’s response to the June 29, 2010
Letter should contain thisinformation.

Issue 7: The manner in which pending compliance monitoring and enforcement
matters concerning the Requesting Parties would be transitioned from MRO to
SPP, if applicable

SPP RE Response: The SPP RE and the MRO RE use the same compliance
database management system (CDMS) and generadly the same schedules and
compliance monitoring techniques for all Registered Entities. Thus, minimum
changes to the Nebraska Utilities' current internal compliance procedures and
programs would be required, and the SPP RE will honor al previous schedule
commitments made between the MRO and the Nebraska Utilities. Any pending
compliance matters can be addressed through adequate coordination between
MRO and SPP RE on a case by case basis to ensure that SPP RE is fully engaged
in each issue prior to the transition or, if more appropriate for a specific matter,
MRO can be given the authority and responsibility to complete any open activities
for the Nebraska Utilities.

Issue 8: The Amendments to Exhibit A to each Regional Entity's delegation
agreement that would be necessary to achieve the transfer

SPP RE Response: Exhibit A of the Regional Delegation Agreement of both
SPP RE and MRO will require modification to affect the transfer of the Nebraska
Utilities from MRO to SPP RE. Exhibit A shows a geographical representation of
each Regiona Entity’s footprint followed by a written explanation that provides
additional detail for any areas where overlapping areas of responsibility exist
between multiple regional entities. Thus, because utilities within the state of
Nebraskawill have utilities registered in either MRO or SPP RE after the transfer,
Exhibit A will need to provide adequate detail that explains the delineation of
responsibilities for each entity. A detaled map that demonstrates the
geographical change within the state of Nebraskais provided as Attachment 1.
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I11.  CONCLUSION

SPP RE is fully capable and willing to perform the functions delegated to it through the
approved Regional Delegation Agreement for the Nebraska Utilities. There are no prohibitions
on a utility requesting to transfer its compliance monitoring function to a different regional entity
for its own business reasons.  In fact, in its recent filing of the modified Delegation Agreements
and Rules of Procedure with the Federal Energy Regulatory Commission, NERC submitted Rule
1208 specifically providing a process for aregistered entity to transfer its compliance monitoring
and enforcement registration from one Regional Entity to another.® Therefore, SPP RE supports
the Nebraska Utilities transfer of the compliance monitoring function from the MRO to the SPP
RE and will work together with the utilities, MRO and NERC to ensure a seamless transition.
To the extent necessary, SPP RE is available to discuss with NERC Staff any of the matters
addressed above.

s See June 9 NERC Petition at 87.
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