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Agenda 
Board of Trustees 
 
May 7, 2008 | 8 a.m.–12 noon  
JW Marriott Orlando Grande Lakes 
4040 Central Florida Parkway 
Orlando, Florida 
407-206-2300 

 
Introductions and Chairman’s Remarks 
 
Antitrust Compliance Guidelines  
 
Consent Agenda — Approve  
 
*1. Minutes 

• January 21, 2008 Conference Call 
• February 12, 2008 Meeting 
• February 28, 2008 Conference Call 
• March 21, 2008 Action Without a Meeting 
• March 26, 2008 Conference Call 

 
*2. Standing Committees 

a. Committee Membership Appointments and Changes 
b. Operating and Planning Committee Charter Revisions 

 
*3. Future Meetings 
 
Regular Agenda 
 
 4. President’s Report 
 
*5. Revisions to Section 1600 of Rules of Procedure — Approve 
 
*6. ES-ISAC Task Force Report — Approve Recommendations  
 
*7. Reliability Standards — Approve  
 

ftp://ftp.nerc.com/pub/sys/all_updl/docs/bot/BOT-012108-ccm.pdf
ftp://ftp.nerc.com/pub/sys/all_updl/docs/bot/BOT-0208m.pdf
ftp://ftp.nerc.com/pub/sys/all_updl/docs/bot/BOT-022808-ccm.pdf
ftp://ftp.nerc.com/pub/sys/all_updl/docs/bot/AWOM-032108m.pdf
ftp://ftp.nerc.com/pub/sys/all_updl/docs/bot/BOT-0326ccM.pdf
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*8. 2008 Summer Assessment — Approve 
 
*9. Compliance Monitoring and Enforcement — Information  
 
*10. Communications Plan for First Round of Compliance Actions — Presentation 
 
*11. Organization Registration — NERC Statement of Compliance Registry 

Criteria — Update 
 
Committee, Group, and Forum Reports (Item 12) 
 

Compliance and Certification Committee

Critical Infrastructure Protection Committee

Member Representatives Committee

Operating Committee

Personnel Certification Governance Committee (Report included as part of MRC Agenda Item 18) 

Planning Committee

Regional Entity Management Group

Standards Committee

Transmission Owners and Operators Forum 
 
Board Committee Reports 
 
*13. Finance and Audit 
 a. 1st Quarter Treasurer’s Report — Approve 
 
 14. Compliance 
 
 15. Corporate Governance and Human Resources 
 
 16. Technology 
 
 17. Other Business 
 
 
 
* Background materials included 

http://www.nerc.com/%7Ecomply/ccc.html
http://www.nerc.com/%7Efilez/cip.html
http://www.nerc.com/%7Emembers/MRC/index.html
http://www.nerc.com/committees/operating.html
http://www.nerc.com/committees/pcgc.html
http://www.nerc.com/committees/planning.html
http://www.nerc.com/regional/
http://www.nerc.com/committees/sc.html
http://www.transmissionforum.net/forum/
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Minutes 
Board of Trustees 
 
May 7, 2008 | 8 a.m. 
JW Marriott Grande Lakes 
Orlando, FL 
 
 
 

Chairman Richard Drouin called to order a duly noticed meeting of the North American 
Electric Reliability Corporation Board of Trustees on May 7, 2008 at 8 a.m., local time, 
and a quorum was declared present.  The meeting announcement, agenda, and list of 
attendees are attached as Exhibits A, B, and C, respectively. 
 
NERC Antitrust Compliance Guidelines 
David Cook, vice president and general counsel, directed participants’ attention to the 
NERC Antitrust Compliance Guidelines included in the agenda. 
 
Executive Session 
Chairman Drouin reported that, as is its custom, the board met in executive session before 
the open meeting, without the chief executive officer present, to review management 
activities. 
 
Minutes 
The board approved the following draft minutes (Exhibit D): 

• January 21, 2008 Conference Call 
• February 12, 2008 Meeting 
• February 28, 2008 Conference Call 
• March 21, 2008 Action Without a Meeting 
• March 26, 2008 Conference Call 

 
Future Meetings 
The board approved May 5–6, 2009 in Washington, D.C. as a future meeting date and 
location.  
 
Board and Committee Evaluation 
Chairman Drouin reported that he had conducted one-on-one interviews with each of the 
trustees.  He stated that as a whole, there were no outstanding issues presented to him, 
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although he did receive several suggestions for process improvements.  Chairman Drouin 
felt the individual interviews are useful, and they will be continued.  Finally, he informed 
the board that a decision on who the new chairman will be needs to be made in October 
2008, with an approval vote in February 2009. 
 
President’s Report 
President and CEO Rick Sergel began his report by thanking Armie Perez for his 
contributions to NERC over the years.  Mr. Perez is retiring from California ISO as the 
vice president, planning and infrastructure development.  He served as a volunteer in a 
number of capacities, including chairman of the Planning Committee and chairman of the 
Planning Standards Subcommittee. 
 
Mr. Sergel outlined how NERC and the stakeholders had been successful in what’s been 
accomplished so far:  putting smart people together to develop a proposal, posting it, 
revising it based on the comments, posting it again, and building consensus.  The 
discussion at the MRC meeting the previous day had posed a set of generic challenges.  
Mr. Sergel stated: 

 
“Those challenges are a consequence of the policy choices the broader NERC 
community made in the past.  The question now is what do we do to rebuild the 
consensus around those policy choices or how do we build consensus around 
changes in those policy choices. 
 
We already have a well functioning budget process.  What should we do in 
NERC’s other program areas?  Starting with situation awareness, the Electricity 
Sector Steering Group that has been recommended for the ES-ISAC is the perfect 
group to move that discussion forward.  He asked the MRC to select the members 
of that group quickly. 
 
The reliability assessments are getting better each year.  The looming question is 
climate change.  NERC will ask the stakeholders what issues in climate change 
could adversely affect reliability if not addressed in the expected legislation.  
Once we have those issues pulled together, we ask those who are studying climate 
change how their proposals address those issues. 
 
As to the readiness program, the question is do we form a separate group to 
examine those issues or do we assign that topic to the Finance and Audit 
Committee, which is already dealing with some aspects of that question.  The big 
two are the compliance program and the standards program. 
 
For compliance I heard stakeholders asking for transparency, speed, and setting 
priorities. I suggest we use the board Compliance Committee to lead that effort.  It 
may require a change in the philosophy of how we hold committee meetings, so 
there is a dialogue and not one-way communication.  It may require a greater 
amount of time for committee work. 
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For standards, I envision a small task force of trustees to examine the policy 
choices.  That group would need to choose who and how to have broader 
participation in the discussion.  The group should report back in August on the 
options considered and develop a proposal to be posted for comment.”  

 
Chairman Drouin made assignments to three of the individual board committees.  The 
Compliance Committee was tasked with reviewing the policies, procedures, and priorities 
within the compliance program; the Finance and Audit Committee was asked to form a 
recommendation on the future for the readiness program; and the Corporate Governance 
and Human Resources Committee was requested to examine the policies, procedures, and 
priorities within the standards program. He asked that mandates for the assignments to 
the committees be developed promptly. In addition, he stated NERC plans to move 
promptly to form the Electricity Sector Steering Group to evaluate the proposed 
expansion of NERC’s situation awareness capability and staff and requested the MRC 
leadership to assist in forming the group. He will convene a meeting with Rick Sergel, 
Steve Hickok and Steve Naumann to revisit the structure and schedule for board, board 
committee, and MRC meetings. 
 
Revisions to Section 1600 of Rules of Procedure 
David Cook, vice president and general counsel, presented revisions to Section 1600 of 
Rules of Procedure for approval (Exhibit E).  The proposed revisions are being made to 
comply with the February 21, 2008, order of the Federal Energy Regulatory Commission 
that conditionally approved NERC’s proposed Section 1600 — Requests for Data or 
Information.  The proposed revisions take account of comments received from stakeholders 
during the public posting period. On motion by John Q. Anderson, the board approved the 
following: 
 

“RESOLVED, that the Board of Trustees approves the proposed revisions to Section 
1600 of the Rules of Procedure for inclusion in NERC’s compliance filing in response to 
the Federal Energy Regulatory Commission’s February 21, 2008 order.” 

 
ES-ISAC Task Force Report 
Dave Whiteley, executive vice president, presented two recommendations from the ES-
ISAC Task Force report to the board for their approval (Exhibit F).  Chairman Drouin 
thanked the task force for their work.  Following discussion among the trustees, on 
motion by Paul Barber the board approved the following: 
 

“RESOLVED, that the Board of Trustees approves the recommendations from the 
ES-ISAC Task Force that: 

 
(1) NERC’s existing role in the operations of the ES-ISAC should continue. 

NERC should periodically review the type, amount, and level of resources 
necessary to adequately perform the operations role of the ES-ISAC and 
recommend changes to the Board of Trustees as appropriate. To the extent 
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the scope of operations need to expand beyond the bulk power system, 
NERC and its partners in industry and government should consider 
alternative structures. 
 

(2) The existing role of the Electricity Sector Coordinating Council (ESCC) is 
appropriate for providing guidance to the ES-ISAC operations and should 
continue.  In order to enhance strategic and policy guidance to the ES-
ISAC, and in order to provide strategic and high-level policy guidance and 
broad electricity sector participation and support on critical infrastructure 
security matters, including matters beyond the bulk power system, 
executive-level participation from the stakeholder sectors needs to be 
added by forming an Electricity Sector Steering Group (ESSG) to provide 
direction to the ESCC.  The ESSG should comprise the following seven 
members: one member from the NERC Board of Trustees, the NERC 
CEO, and five CEO-level executives named by the NERC MRC. 
 

FURTHER RESOLVED, that management, in consultation with MRC leadership, is 
directed to prepare a charter for the ESSG for prompt consideration by the board and 
that the MRC is requested to name the five CEO-level executives as soon thereafter 
as possible.” 

 
Reliability Standards 
Gerry Adamski, vice president and director of standards, presented 12 modified violation 
risk factors for approval (Exhibit G).  These violation risk factors are being modified in 
response to a directive from the Federal Energy Regulatory Commission in Order No. 
706 approving reliability standards CIP-002-1 through CIP-009-1.  The modified 
violation risk factors are to be filed 90 days prior to the date the relevant standards 
become enforceable.  On July 1, 2008, 13 main requirements and their associated sub-
requirements from the CIP-002-1 through CIP-009-1 reliability standards become 
enforceable as to certain entities.  After discussion among the trustees, on motion by Ken 
Peterson, the board approved the following: 
 

“RESOLVED, that the Board of Trustees approves the compliance filing of the 
proposed modifications to twelve Violation Risk Factors pertaining to the approved 
Critical Infrastructure Protection standards as directed by FERC in Order No. 706 and 
directs staff to file the modified Violation Risk Factors with FERC and applicable 
governmental authorities in Canada.” 

 
Board members asked that the minutes reflect the need for the standards process task 
group to address stakeholder concerns about the procedural issues surrounding directives 
from the Federal Energy Regulatory Commission for changes to violation risk factors and 
violation severity levels. 
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2008 Summer Assessment 
Dave Nevius, senior vice president, presented the 2008 Summer Assessment to the board 
for approval.  Following discussion, on motion by Jim Goodrich, the board approved the 
following: 
 

“RESOLVED, that the Board of Trustees approves the proposed 2008 Summer 
Reliability Assessment for publication, substantially in the form presented at the 
meeting.” 

 
Compliance Monitoring and Enforcement 
David Hilt, vice president and director of compliance reported on the activities of the 
Compliance Monitoring and Enforcement Program (Exhibit H).   
 
Communications Plan for First Round of Compliance Actions 
Julia Souder, director of intergovernmental affairs, gave a presentation on NERC’s 
communications plan for the first round of compliance actions (Exhibit I).  In 
accordance with its statutory obligations, NERC is preparing to announce the first batch 
of confirmed violations of its reliability standards.  The successful launch of this 
announcement will impact the way the media and key stakeholders perceive the process 
of developing, monitoring and enforcing reliability standards in North America, as well 
as the capabilities of the organizations responsible for conducting this oversight work.  It 
also lays the groundwork for clear and accurate communications on future violation 
postings. 
 
Organization Registration — NERC Statement of Compliance Registry 
Criteria 
David Hilt gave a presentation on the status of the NERC Statement of Compliance 
Registry Criteria (Exhibit J). 
 
Committee, Group, and Forum Reports 
 
Compliance and Certification Committee 
Chairman Ted Hobson reported the committee has added new members to its roster.  He 
was also pleased to hear the suggestion for more open communications through the board 
committees.  Mr. Hobson informed the board that the committee currently has two open 
slots for regulators. 
 
Critical Infrastructure Protection Committee 
Chairman Barry Lawson reported the committee is currently focusing on issues related to 
FERC Order 706.  He also stated the Reliability Coordinator Working Group is preparing 
a guidance document on risk-based assessment.  Mr. Lawson anticipates the committee 
will be assigned further work on Order 706 for guidance and white paper documents.  He 
also is looking forward to working with the new ES-ISAC steering group. 
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Member Representatives Committee 
Chairman Steve Hickok stated the MRC leadership will assist in identifying the five 
CEO-level people needed to fill the Electricity Sector Steering Group.   
 
Operating Committee 
Chair Gayle Mayo reported that the Operating Committee (OC) is well aware of the 
concern from the industry regarding the Reliability Readiness and Evaluation Program 
and its continued value.  Because the readiness program falls under the auspices of the 
OC, the committee has formed a small team to work with NERC staff to develop a white 
paper, and will accelerate that in order to accommodate the budget process.  Ms. Mayo 
also stated the committee is working with the board’s Technology Committee on a 
review of NERC’s tools, and the committee has also approved a report on real-time tools 
best practices. 
 
Planning Committee 
Chairman Scott Helyer reported the committee has spent considerable time on reliability 
assessments, and is continually engaged to improve the reports.  He stated the committee 
is also in process of updating a rolling three-year work plan.  Issues on wind integration 
will be incorporated into that work plan. 
 
NAESB 
Rae McQuade, NAESB President, thanked all involved in the project regarding FERC 
Order 890.   
 
Regional Entity Management Group 
Chairman Dan Skaar reported that the Regions rely on transparency, balance, and 
professionalism with NERC.  He stated there is a level of fatigue among stakeholders and 
staff, and the right balance has not been struck as of yet.  Mr. Skaar reminded the board 
that NERC must include both U.S. and Canadian issues, and strike a balance between 
regulatory and industry issues. 
 
Standards Committee 
Chairman Scott Henry thanked the board for listening to the presentation he gave the 
previous day at the Member Representatives Committee meeting. 
 
Transmission Owners and Operators Forum 
Julius Pataky reported that the forum continues to grow in companies and activities.  He 
stated the forum is planning to conduct vegetation management workshops in June, with 
the focus to understand current NERC vegetation management standards and lessons 
learned.  Mr. Pataky also reported the forum is initiating its first performance review 
using the INPO structure, which will include site visits.  The areas of focus are operator 
training, operating tools, and vegetation management; these reviews will help to 
determine superior practices.  He further stated that the forum has a number of groups 
under way that have conference calls and meetings on such topics as event sharing, 
tracking vegetation contacts, and equipment metrics that go beyond TADS metrics.  The 
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forum is beginning to post information related to compliance and training programs.  Mr. 
Pataky reported the forum is in discussions with TAPS to attempt to reach a resolution on 
the issue of the forum’s confidentiality.  Finally, the forum has arrived at vision, mission, 
and core statements.  The next step is to identify strategic actions going forward. 
 
Board Committee Reports 
 
Finance and Audit 
Chairman Bruce Scherr reported that in its open session the committee: approved 
minutes; approved the unaudited March 31, 2008 statement of activities; reviewed the 
consolidated NERC and Regional Entities March 31, 2008 unaudited statement of 
activities; reviewed the draft audited financial statements of NERC and the related audit 
procedures with Marguerite Mount of Mercadien, P.C.; and approved a proposal from 
NPCC for a new cost allocation policy for certain compliance program costs within the 
NPCC footprint. 
 
On motion by Bruce Scherr, the board approved the following: 

• Unaudited March 31, 2008 statement of activities 
• Draft audited financial statements of NERC 

 
Regarding the 2009 NERC Business Plan and Budget Chairman Scherr encouraged a 
complete and total vetting of all aspects of the plan.   
 
Finally, Chairman Scherr reported in the closed session the committee; heard a report 
from Lyn Costantini, chief information officer, updating the committee on NERC’s 
information security program; met separately with the external auditor to discuss major 
audit findings and recommendations; and met with management to assess the 
performance of the external auditor. 
 
Compliance 
Chairman Paul Barber reported the committee has continued to meet at least once a 
month, and still has a heavy load.  Mr. Barber also informed the board the Compliance 
Committee held its first open session and will continue that practice going forward. 
 
Corporate Governance and Human Resources 
Chairman John Q. Anderson reported the committee performed its regular second quarter 
review, which included the employee manual and benefit plans.  As part of the review the 
committee asked the staff to develop a comparison of NERC’s total benefit costs.  Mr. 
Anderson stated the board will not be receiving raises this year, since they received an 
increase in 2007.  The committee also recommended a change to NERC’s Savings and 
Investment Plan.  On motion of John Q. Anderson the board approved the following: 
 

“RESOLVED, that the NERC Board of Trustees approves an amendment to the 
defined contribution portion of the NERC Savings and Investment Plan to change the 
eligibility period from one year to three months, with plan entry dates of January 1, 
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April 1, July 1, and October 1, and directs management to take the actions necessary 
to implement the amendment.” 

 
Technology 
Chairman Jim Goodrich requested additional time for the board committee meetings, due 
to the fact it is difficult to accomplish tasks in a short period of time.  He stated the 
committee has reviewed the staff draft of NERC’s tool development process and has 
provided observations back to the staff.  Mr. Goodrich reported the committee heard a 
presentation from Joe Gracia, senior advisor, power system operations, TVA, on the 
phasor project.  The committee also heard a report from Stan Johnson, manager of 
situation awareness and infrastructure security, NERC, on the status of the solicitation of 
a project manager for the phasor project.  Finally, the committee discussed a possible 
visit to Oakridge National Lab this fall.   
 
 
Adjournment 
There being no further business, Chairman Drouin adjourned the meeting at 11:10 a.m. 
 
Submitted by, 
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May 12, 2008 
 
TO: BOARD OF TRUSTEES 
 
Dear Trustees, 
 
Thanks to all of you for your leadership and patience at our board meeting in Florida.  While we 
can rightfully be disappointed with the efficiency of some of the meetings (Richard and I are 
working on this), the issues raised during the MRC session are important ones which require 
immediate attention. 
 
As you recall assignments were made to three of the individual board committees.  The 
Compliance Committee was tasked with reviewing the policies, procedures, and priorities within 
the compliance program; the Finance and Audit Committee was asked to form a 
recommendation on the future for the readiness program; and the Corporate Governance and 
Human Resources Committee was requested to name a subcommittee of trustees to examine the 
policies, procedures, and priorities within the standards program.   
 
In addition we plan to move forward promptly to form the Electricity Sector Steering Group 
(ESSG) to help us evaluate the proposed expansion of our situation awareness capability and 
staff. 
 
It is extremely important that we act now before the dust settles from our Florida meeting.  
 
NERC Staff will take the administrative lead to contact you as needed for these assignments.   
 
What we need from you as a first step are suggestions of policy, procedure, and process 
questions you believe can productively be addressed by the task forces.  For example, how 
should NERC handle the Violation Severity Level and Violation Risk Factor compliance 
elements?  Should these be vetted through the Registered Ballot Body as the standards currently 
are or should we amend the rules to have these developed outside the standards voting process?  
(While the primary source of these questions will be from stakeholders I am interested in your 
views as well.) 
 
We are also looking for your input on possible risks to reliability associated with climate change 
legislation.  Again we will go public with this request in due course but want your input up front. 
 
I would appreciate you sending any and all input to Karen Spolar (karen.spolar@nerc.net) by 
Friday, May 23.  We will send all of you a summary of what we learn shortly thereafter. 
 
Thank you in advance. 

 

mailto:karen.spolar@nerc.net
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Agenda 
Board of Trustees 
 
July 30, 2008 | 8 a.m.–noon 
Hyatt Regency 
1255 Jeanne-Mance Street 
Montréal, Québec 
514-982-1234 

 
 
Introductions and Chairman’s Remarks 
 
Antitrust Compliance Guidelines 
 
Consent Agenda — Approve 
 
*1.  Minutes  

• May 7, 2008 Meeting 

*2.  Standing Committees 
a. Committee Membership Appointments and Changes 
b. Planning Committee Charter Revision 
 

*3. Future Meetings 
 
Regular Agenda  

4. President’s Report 
 

*5. Electricity Sector Steering Group Charter — Approve 
 
*6. Amendments to Bylaws — Approve 
 
*7. Transmission Owners and Operators Forum Charter Revision — Approve 
 
*8. Reliability Standards — Approve 
 
*9. Revised Registration Criteria — Approve 
 

ftp://www.nerc.com/pub/sys/all_updl/mrc/MRC-0208m.pdf
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 10. Board of Trustees Task Forces — Update 
a. Readiness Program 
b. Standards Process 
c. Compliance Program 

 
*11. NERC Critical Infrastructure Protection Strategic Direction and Capability — 

Discussion (Attachment 1 — Letter from Rick Sergel to Board of Trustees and 
NERC Stakeholders) 

 
*12. Compliance Monitoring and Enforcement— Update 
 
Committee, Group, and Forum Reports (Item 13) 

 
Compliance and Certification Committee

Critical Infrastructure Protection Committee

Member Representatives Committee

Operating Committee

Personnel Certification Governance Committee  

Planning Committee

Regional Entity Management Group

Standards Committee

Transmission Owners and Operators Forum 
 
Board Committee Reports 
 
*14. Finance and Audit 
 a. 2nd Quarter Statement of Activities — Approve 
 b. 2009 NERC Business Plan and Budget — Approve 
 
 15. Compliance 
 
 16. Corporate Governance and Human Resources 
 
 17. Technology 
 
 18. Other Business 
 
 
* Background materials included 

 

http://www.nerc.com/%7Ecomply/ccc.html
http://www.nerc.com/%7Efilez/cip.html
http://www.nerc.com/%7Emembers/MRC/index.html
http://www.nerc.com/committees/operating.html
http://www.nerc.com/committees/pcgc.html
http://www.nerc.com/committees/planning.html
http://www.nerc.com/regional/
http://www.nerc.com/committees/sc.html
http://www.transmissionforum.net/forum/
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Minutes 
Board of Trustees 
 
July 30, 2008 | 8 a.m.–noon 
Hyatt Regency 
1255 Jeanne-Mance Street 
Montréal, Québec 
514-982-1234 
 
 
 

Chairman Richard Drouin called to order a duly noticed meeting of the North American 
Electric Reliability Corporation Board of Trustees on July 30, 2008 at 8 a.m., local time, 
and a quorum was declared present.  The meeting announcement, agenda, and list of 
attendees are attached as Exhibits A, B, and C, respectively. 
 
NERC Antitrust Compliance Guidelines 
David Cook, vice president and general counsel, directed participants’ attention to the 
NERC Antitrust Compliance Guidelines included in the agenda. 
 
Executive Session 
Chairman Drouin reported that, as is its custom, the board met in executive session before 
the open meeting, without the chief executive officer present, to review management 
activities.  The board also had a security-related briefing from Joseph McClelland, Director 
of FERC’s Office of Electric Reliability, in closed session. 
 
Minutes 
The board approved the following draft minutes (Exhibit D): 

• May 7, 2008 Meeting 
 
Future Meetings 
The board approved August 4–5, 2009 in Winnipeg, Manitoba, Canada as a future meeting 
date and location.  
 
President’s Report 
President and CEO Rick Sergel described how NERC was being challenged in the 
reliability sphere by action in three other spheres:  safety, costs, and environment.  
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• Safety.  The lesson learned from the safety arena is that we must be relentless in 
pursuing zero tolerance as the only acceptable outcome.  Those dealing with 
safety issues were striving for zero lost-time incidents.  We must do the 
equivalent for reliability.   

• Costs.  Today we will present a budget that is significantly lower and reflects 
input from the Finance and Audit Committee and commenters.  We have retained 
those resources we deem to be essential in maintaining standards and compliance.  
It is a practical budget with the most notable changes made to the readiness 
program.  The fundamental change that has taken place in the organization, from 
voluntary to enforceable standards, makes it much more difficult to run a 
readiness program.  It raises the question of whether someone else is better able to 
do the job. 

• Environment:  We plan to address to what extent NERC as an organization has to 
take on the responsibility of the impact of the environment on reliability in the 
Long Term Reliability Assessment.  We must be prepared to understand what it 
takes to run a system, to use the resources we have, to be successful in nuclear, 
and we need to step into the transmission discussion — but we will not become 
political.  We need it to be very aggressive in understanding what the impacts are.  
NERC is in an international role at the highest level, and we intend to use the 
LTRA to focus on what the most important reliability actions are.  We are going 
to take on those issues across the board.  Reliability — it’s what we do.   

Mr. Sergel also highlighted the reliability accomplishments to date: 

• The Compliance Registry clearly identifies the users, owners, and operators of the 
bulk power system that are subject to the Reliability Standards. 

• The Reliability Standards continue to evolve and improve, and we continue to 
have strong volunteer technical expertise in the process. 

• The enforcement process is working, because it is improving reliability.  The 
focus on vegetation management is drawing us all to look carefully at that issue 
and make improvements.  We need to carry that same focus over to other areas, 
such as relays.  It provides us with an opportunity to improve performance. 

• We have an increased cyber security focus. 

• We have improved our communications, with a new web site and an “alerts” 
procedure for getting important information out to the users, owners, and 
operators. 

 
Events Analysis 
Bob Cummings, director of NERC’s Events Analysis & Information Exchange Program, 
presented the findings and recommendations from the event analysis of the August 4, 2007 
Eastern Interconnection Frequency Disturbance.  He also presented an overview of the 
industry alerts that will be issued by NERC as a result of that analysis to help improve 
system reliability.  Potential alerts stemming from the MRO Disturbance of September 18, 
2007 were also highlighted (Exhibit E). 
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Electricity Sector Steering Group Charter  
David Whiteley, executive vice president, reported on the status of the Electricity Sector 
Steering Group (ESSG) and presented its charter (Exhibit F) for approval.  Following 
discussion, on motion by Rick Sergel, the board approved the following resolution: 
 

RESOLVED, that the Board of Trustees takes the following actions: 

(1)   Approves the proposed charter of the Electricity Sector Steering 
Group (ESSG), revised to incorporate the changes discussed during 
the meeting.   

(2) Appoints Janice Case as the NERC independent trustee member of 
the ESSG. 

 
(3) Ratifies the June 30, 2008 vote of the Member Representatives 

Committee to select the following CEO-level representatives of 
NERC member organizations as members of the ESSG: 

  Paul Murphy, CEO, Ontario IESO (2 year term)  
Jim Torgerson, CEO, UIL Holdings (2 year term)  
Ken Ksionek, CEO, Orlando Utilities (2 year term)  
Gary Fulks, General Manager, Sho-Me Power (1 year term) 
Paul Bonavia, Utilities Group President, Xcel Energy (1 year 
term) 
 

Amendments to NERC Bylaws 
David Cook presented the proposed amendments to the NERC Bylaws (Exhibit G).  He 
reported the MRC had approved the proposed amendments at its July 29, 2008 meeting.  
Mr. Cook stated it is NERC’s intention, upon approval by the board, to file promptly with 
FERC so the bylaws will be in effect by fall for the Nominating Committee process.  On 
motion of Sharon Nelson, the board approved the following resolution: 
 

WHEREAS, the Corporate Governance and Human Resources Committee of the 
NERC Board of Trustees has recommended that the NERC Bylaws be amended in 
the manner set forth in the proposed amendments to the Bylaws included under Tab 6 
of the July 30, 2008 Board agenda; 
 
WHEREAS, on July 29, 2008 the Member Representatives Committee approved the 
amendments to the Bylaws in the manner proposed; and 
 
WHEREAS, the Board of Trustees desires to amend the Bylaws in the manner 
proposed; 
 
“RESOLVED, that the NERC Board of Trustees approves the proposed amendments 
to the NERC Bylaws and directs that they be filed with applicable governmental 
authorities in the United States and Canada.” 
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Transmission Owners and Operators Forum Charter Revision 
Jose Delgado, Transmission Owners and Operators Forum (Forum) Chairman, presented 
revisions to the Forum Charter for approval that would get as much diversity in the 
organization as possible without compromising the policies of the Forum.  In response to a 
question noting that NERC’s 2009 Business Plan and Budget does not include the 
reliability readiness program, Mr. Delgado stated that the Forum follows the INPO 
(Institute for Nuclear Power Operations) model of peer reviews.  The Forum expects to do 
one such review this year and learn from it; the number of peer reviews will grow over 
time.  Following further questions and discussion among the trustees, on motion of Rick 
Sergel, the board approved the following resolution: 
 

WHEREAS, on May 21, 2008 the Steering Committee of the Transmission Owners 
and Operators Forum (“Forum”) agreed to modify Section 3 of the Forum’s charter 
regarding membership eligibility requirements to extend the opportunity to those 
organizations who own or operate at least 50 circuit miles of transmission lines at 100 
kV or greater (formerly 200 miles), or operate a “24/7” transmission control center 
with NERC-certified transmission or reliability operators (new), or have an open 
access transmission tariff or equivalent on file with a regulatory authority (no 
change); 
 
WHEREAS, the Forum’s charter was approved by the Board of Trustees on 
November 1, 2006, pursuant to the authority of Rule 712 of NERC’s Rules of 
Procedure; and   
 
WHEREAS, the NERC Board of Trustees desires to make the changes proposed in 
the Forum’s charter; 
 
“RESOLVED, that the Board of Trustees approves the proposed changes in Section 3 
of the Forum’s charter, as follows: 
 
2.  Eligibility for Membership.  Membership in the Forum shall be open to any person 
or entity that owns, operates or controls at least 200 50 circuit miles of integrated 
transmission facilities, or continuously operates a control center staffed by NERC-
certified Transmission Operators1, or has an open access transmission tariff or 
equivalent on file with a regulatory authority; provided, however, that Members also 
must be members of NERC. Members may include, without limitation, regional 
transmission organizations and independent system operators.” 
______________ 
1 NERC defines the credentials for Transmission Operators and Reliability Operators as part of NERC’s System Operator 

Certification Program.

  
Reliability Standards 

• Gerry Adamski, director of standards, gave a presentation (Exhibit H) on the 
Reliability Standards before the board for approval.  Following questions and 
discussion among the trustees, on motion by Fred Gorbet, the board approved the 
following resolution: 
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“RESOLVED, that the Board of Trustees approves the following reliability-related 
standards matters and directs that they be filed with applicable governmental 
authorities: 

 
(a) Nine Missing Violation Risk Factors for Cyber Security Standards, as set forth 

in the table below: 
 

Standard Requirement Requirement Text Violation 
Risk 

Factor 
CIP-002-1 R3.1. The Cyber Asset uses a routable protocol to 

communicate outside the Electronic Security Perimeter; 
or, 

LOWER 

CIP-003-1 R4.1. The Critical Cyber Asset information to be protected 
shall include, at a minimum and regardless of media 
type, operational procedures, lists as required in 
Standard CIP-002, network topology or similar 
diagrams, floor plans of computing centers that contain 
Critical Cyber Assets, equipment layouts of Critical 
Cyber Assets, disaster recovery plans, incident 
response plans, and security configuration information. 

LOWER 

CIP-003-1 R5.1.2. The list of personnel responsible for authorizing access 
to protected information shall be verified at least 
annually. 

LOWER 

CIP-004-1 
 

R2.2.2. Physical and electronic access controls to Critical 
Cyber Assets; LOWER 

CIP-004-1 R2.2.3. The proper handling of Critical Cyber Asset information; 
and, LOWER 

CIP-005-1 R1.5. Cyber Assets used in the access control and 
monitoring of the Electronic Security Perimeter(s) shall 
be afforded the protective measures as a specified in 
Standard CIP-003, Standard CIP-004 Requirement R3, 
Standard CIP-005 Requirements R2 and R3, Standard 
CIP-006 Requirements R2 and R3, Standard CIP-007, 
Requirements R1 and R3 through R9, Standard CIP-
008, and Standard CIP-009. 

LOWER 

CIP-007-1 R5.1. The Responsible Entity shall ensure that individual and 
shared system accounts and authorized access 
permissions are consistent with the concept of “need to 
know” with respect to work functions performed. 

LOWER 

CIP-007-1 R5.3.3 Each password shall be changed at least annually, or 
more frequently based on risk. LOWER 

CIP-007-1 R7. Disposal or Redeployment — The Responsible Entity 
shall establish formal methods, processes, and 
procedures for disposal or redeployment of Cyber 
Assets within the Electronic Security Perimeter(s) as 
identified and documented in Standard CIP-005. 

LOWER 
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(b) Proposed interpretation of requirements R1.3.2 and R1.3.12 in standard TPL-
002-0, System Performance Following Loss of a Single BES Element; 

 
(c) Proposed interpretation of requirements R1.3.2 and R1.3.12 in standard TPL-

003-0, System Performance Following Loss of Two or More BES Elements.” 
 
Revised Registration Criteria 
David Hilt, director of compliance and organization certification, presented for approval 
the NERC Statement of Compliance Registry Criteria Revision 5.0 Version 2. (Exhibit I).  
 
On motion by Paul Barber, the board approved the following resolution: 
 

“RESOLVED, that the Board of Trustees approves the Statement of Compliance 
Registry Criteria, Revision 5.0, Version 2, in the form included in the board agenda 
package under Tab 9 and directs that the revision be filed with the Federal Energy 
Regulatory Commission.”   

 
Board of Trustees Task Force Reports 
 
Readiness Evaluation and Improvement Program 
Bruce Scherr, Finance and Audit Committee Chairman, reported on the committee’s 
review of the future of the Readiness Evaluation and Improvement Program.  Based upon 
the committee’s review of the 12 sets of comments received in response to version 2 of the 
2009 Business Plan and Budget, which included comments by the NERC Operating 
Committee and several Regional Entities directly addressing the readiness issue, the 
committee determined the readiness program has run its course as a NERC program and 
has provided direction to phase out the program.  Given this direction, the current version 
of the budget shows that the readiness evaluation program will complete its remaining 
scheduled readiness evaluations and close in early 2009.   
 
Standards Process Program 
Sharon Nelson reported on the Corporate Governance and Human Resources Committee’s 
review of the standards process.  A work plan to deliver initial recommendations to the 
board by the October 29, 2008 meeting has been discussed and Ms. Nelson reported the 
committee would be initially focusing attention on three high-priority, short-term issues:  
how the compliance elements of standards should be developed and approved; what 
NERC’s process for developing standards in an emergency situation, especially for cyber 
security, should be; and what NERC’s relationship with FERC regarding the reliability 
standard approval process should be. 
  
David Nevius, senior vice president and director of reliability assessment and performance 
analysis, and Gerry Adamski will update and distribute to all committee members, and 
other participants, revised Issue Summaries for these three issues.  The committee will be 
divided into three subgroups, along with other participants, to focus on one issue each.  
Each subgroup will meet by conference call to discuss their respective Issue Summaries, 
which will then be coordinated and sent to the rest of the committee members and other  
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participants for review and comment.  Mid-September and early-October conference calls 
are planned to review and discuss comments and to agree on final recommendations to be 
presented to the board at the October 29, 2008 meeting. 
  
Compliance Program 
Paul Barber, Board of Trustees Compliance Committee Chairman, reported on the 
committee’s review of the compliance program.  The committee’s deliberations were 
focused on questions of policy, procedure, and process collected from the board and 
regional executives in response to a letter from Rick Sergel.  These questions were 
separated into five areas and subdivided into short-, medium-, and long-term time horizons. 
NERC staff was directed to develop an initial draft work plan based upon discussion by the 
committee.  The committee reviewed this work plan at their July 29, 2008 meeting. 
 
NERC Critical Infrastructure Protection Strategic Direction and Capability 
Rick Sergel thanked all who reviewed the draft of his July 7th, 2008 letter to the Board of 
Trustees and NERC Stakeholders on NERC’s Critical Infrastructure Protection Strategic 
Direction and Capability (Exhibit J).  He stated it is his intent to move forward on each of 
the recommendations given in the letter as well as filling the position of Chief Security 
Officer.  The cyber security conference with CEOs is scheduled for September 23 in 
Washington. David Cook will send a copy of the draft legislation FERC has proposed to 
give FERC additional authority to deal with cyber security threats. 
 
Compliance Monitoring and Enforcement 
David Hilt gave a presentation on the status of the Compliance Monitoring and 
Enforcement (Exhibit K). 
 
Committee, Group, and Forum Reports 
 
Compliance and Certification Committee 
Chairman Tom Abrams reported the committee is working on several program documents 
which serve as the platform for the CCC’s monitoring program and address the CCC 
charter mission statement.  In addition, they have developed program documents outlining 
processes related to the Rules of Procedure. 
  
Critical Infrastructure Protection Committee 
Chairman Barry Lawson reported the committee is currently working to finalize the 
guideline on CIP-002, to support the standard.  This will be developed under the new 
guideline procedure and will go to the standards committee for additional guidance.  He 
added the committee is looking forward to working with the ESSG and participating in 
their discussions, including participating in the cyber security summit.  Mr. Lawson stated 
the committee will continue to work with NERC staff and other standing committee chairs 
to help reduce costs and will hold CIPC’s December meeting in the NRECA office.  He 
informed the board that Robert Canada, CIPC Vice-Chairman, is not present today due to 
attending the Critical Infrastructure Protection Advisory Committee annual meeting of the 
Department of Homeland Security.  This is a public meeting for all 18 critical 
infrastructures where discussion is held on what has happened during the last year. 
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Member Representatives Committee 
Chairman Steve Hickok stated he and Steve Naumann, MRC Vice Chairman, will work 
with Rick Sergel and David Whiteley on how to sequence the new meeting structure.  Mr. 
Hickok announced the October meeting would be his last as an officer of the MRC and he 
will conduct the orientation session for the new MRC members in February, prior to the 
MRC meeting. 
 
Operating Committee 
Chair Gayle Mayo stated the committee’s primary focus has been on the readiness 
program.  The committee is working to reduce meeting costs and continuing to look at 
operational reliability trends. 
 
Planning Committee 
Chairman Scott Helyer reported the committee is continuing to improve the reliability 
assessments.  He has scheduled the following items to be discussed at the September 
meeting: the reliability assessments handbook; the working group’s progress on metrics; 
definitions currently being used; and budget and meeting costs. 
 
Regional Entity Management Group 
Chairman Dan Skaar began his report by thanking the NERC staff for their work on the 
budget and recommended the approval of the Regional Entity budgets.  He stated the U.S.-
Canadian matters underscore the important work that has been completed and the work that 
still needs to be done.  He added the international nature of NERC’s work is important. 
 
Standards Committee 
Chairman Scott Henry stated that in response to Mr. Sergel’s letter, the SC is forming a 
drafting team to review changes to the CIP standards and the committee will work closely 
with the board task force regarding the letter’s request for an expedited standards process.  
He explained the existing process has an urgent action process and an emergency action 
process.  The industry is fully committed to an industry-based standards process and 
comments have been favorable to the board interaction with the standards process. The SC 
meets on a monthly basis and is ready to take action in between meetings as needed.  He 
added that the committee has organized itself to be as responsive as possible. 
 
NAESB 
Michael Desselle stated an effort is underway to develop business practices for more 
flexible gas and electric timelines, but it is failing to gather a supermajority.  Gas 
deliverability is a component that needs to be factored into the LTRA while Demand 
Response should take a two-prong approach.  He added, NERC needs to be involved in the 
wholesale quadrant.  NAESB is working with NERC on the development of their survey 
and working on reliability and the ATC standards, to be completed and filed in the next 
order.  On July 21, 2008 FERC approved a number of Version 1 business practice 
standards including OASIS and also approved a new standard on TLR interconnection.   
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Transmission Owners and Operators Forum 
Jose Delgado, Forum Chairman, stated the Forum’s budget is part of NERC’s budget and 
that they intend to hire two additional employees in the coming year.  The Forum is 
currently working on cyber issues. 
 
Board Committee Reports 
 
Finance and Audit Committee 
Bruce Scherr gave the report from the Finance and Audit Committee. On the 
recommendation of the committee, the board approved the 2nd Quarter Statement of 
Activities. 
 
On motion by Bruce Scherr, the board approved the following resolution with respect to 
the 2009 business plans and budgets of NERC and the eight Regional Entities: 

 RESOLVED, 
 

(1) that the Board of Trustees approves the following, substantially in 
the form presented: 

 
(a) the proposed NERC 2009 business plan and budget; 

 
(b) the proposed 2009 business plans and budgets of the eight 

regional entities; 
 
(c) the proposed 2009 budget request of the Western 

Interconnection Regional Advisory Body; 
 
(d) the preliminary proposed 2009 assessments to recover the 

costs of the approved 2009 budgets, on the condition that the 
board will approve the final 2009 assessments in writing 
without a meeting prior to their being filed with applicable 
governmental authorities. 

 
(2)  that management is directed to file the 2009 business plans and 

budgets with FERC and governmental authorities in Canada, 
together with such additional explanatory material as is appropriate. 

 
Mr. Scherr also reported on proposed revisions to the NERC Policy on Allocation of 
Certain Compliance and Enforcement Costs to deal with the pending agreement with the 
Régie in Québec.  On motion of Mr. Scherr, the board adopted the following resolution: 

 
RESOLVED, that on recommendation of the Finance and Audit Committee, the 
Board of Trustees approves the proposed Expanded Policy on Allocation of Certain 
Compliance and Enforcement Costs. 
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Compliance Committee 
Chairman Paul Barber reported the committee continues its monthly review of CMEP and 
notices of penalties and settlements.  The committee is discussing delegating authority over 
certain matters to the staff. 
 
Corporate Governance and Human Resources Committee 
Sharon Nelson reported for the committee on behalf of Committee Chairman John Q. 
Anderson.  The committee recommends adoption of a revised conflict of interest and 
business ethics policy for NERC trustees, officers and employees.  On motion of Sharon 
Nelson the board approved the revised conflict of interest and business ethics policy as set 
out in Exhibit L.  The committee also recommends adoption of a 457(b) plan for 
supplemental deferred compensation for executives for whom contributions to the defined 
contribution portion of NERC’s 401(k) plan are limited by the federal tax code.  On motion 
by Sharon Nelson, the board adopted the following resolution: 
 

WHEREAS, the Corporate Governance and Human Resources Committee has 
recommended that NERC establish a supplemental non-qualified deferred 
compensation plan for executives for whom contributions to the defined contribution 
portion of NERC’s 401(k) plan are limited by the federal tax code;  

WHEREAS, the Board of Trustees deems it desirable and in NERC’s best interests to 
establish such a plan; and 

WHEREAS, it is the intent of the Board of Trustees that the plan meet the 
requirements of the Internal Revenue Code of 1986, as amended, and the regulations 
adopted thereunder; 

RESOLVED, that the appropriate officers of NERC are hereby authorized and 
directed to take any and all actions, and execute such documents, as may be necessary 
to establish a Section 457(b) non-qualified deferred compensation plan for NERC. 

Technology Committee 
Jim Goodrich reported the Technology Committee has been following NERC’s role in the 
NASPI project and a member of the committee will be attending the NASPI meeting to be 
held later in the day.  The committee is also looking to schedule a meeting at Oak Ridge 
National Lab in the fall.  
 
Adjournment 
There being no further business, Chairman Drouin terminated the meeting at 11:00 a.m. 
 
Submitted by, 
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