
Minutes  
Board of Trustees 
August 13, 2015 | 8:30 a.m. – 12:00 p.m. Eastern 

The Ritz-Carlton, Toronto  
181 Wellington Street West 
Toronto, Ontario M5V 3G7 
Canada 

Call to Order and Chair’s Remarks  
Mr. Frederick W. Gorbet, Chair, called to order the duly noticed open meeting of the Board of Trustees 
(“Board”) of the North American Electric Reliability Corporation (“NERC” or the “Corporation”) in 
Toronto, Canada, on August 13, 2015, at 8:30 a.m. Eastern, and a quorum was declared present. The 
agenda is attached as Exhibit A.  

Present at the meeting were:  

Board Members:  
Frederick W. Gorbet, Chair  
Paul F. Barber  
Janice B. Case  
Gerald W. Cauley, President and Chief Executive Officer 
Robert G. Clarke  
David Goulding  
George Hawkins 
Douglas Jaeger  
Kenneth G. Peterson 
Jan Schori 
Roy Thilly   

NERC Staff  
Charles A. Berardesco, Senior Vice President, General Counsel, and Corporate Secretary 
Howard Gugel, Director of Standards 
Stan Hoptroff, Vice President and Chief Technology Officer 
Mark G. Lauby, Senior Vice President and Chief Reliability Officer   
Sonia Mendonca, Vice President of Enforcement and Deputy General Counsel  
Marcus H. Sachs, Senior Vice President and Chief Security Officer 
Janet Sena, Senior Vice President and Director of Policy and External Affairs 
Timothy E. Roxey, Vice President and Chief ES-ISAC Operations Officer 
Brady Walker, Associate Counsel  
Michael Walker, Senior Vice President, Chief Financial and Administrative Officer, and Corporate 

Treasurer 



NERC Antitrust Compliance Guidelines  
Mr. Berardesco noted the public nature of the meeting and directed the participants’ attention to the 
NERC Antitrust Compliance Guidelines, which had been included with the advance meeting materials. 
He offered to answer any questions at any time regarding antitrust compliance or other matters. 

Executive Session 
Mr. Gorbet reported that before the open meeting, as is its custom, the Board met in closed session 
with NERC management, and subsequently in executive session without NERC management, to review 
NERC management activities. The Board also met in closed session with management earlier in the 
week as part of its annual strategic review session, and Mr. Gorbet noted he would report further on 
the session later in this meeting.  

Consent Agenda 
Upon motion duly made and seconded, the Board approved the consent agenda as follows: 

Minutes 
The draft minutes for the May 7, 2015 Board meeting and the May 14, 2015 and June 22, 2015 
conference call meetings were approved substantially in the form presented to the Board at the 
meeting.  

Committee Membership Appointments and Charter Revisions 

Operating Committee Membership 

RESOLVED, that the Board hereby approves the appointment of the following individuals to the 
Operating Committee, each for a term of two years: 

Sector Elected Members Company 

Investor-owned utility Gerry Beckerle Ameren 

State/municipal utility Doug Peterchuck Omaha Public Power District 

Cooperative utility Keith Carman Tri-State G&T Association Inc. 

Federal or provincial 
utility/Federal Power 
Marketing Administration 

Canadian: Tom Irvine Hydro One Inc. 

Canadian: Pierre Paquet Hydro Quebec 

U.S.: Stuart Goza Tennessee Valley Authority 

Transmission dependent utility John Stephens City Utilities of Springfield 
(Missouri) 

Merchant electricity generator James Thompson Gridforce Energy Management 

Independent system operator/ 
regional transmission 
organization 

David Zwergel MISO 
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Sector Elected Members Company 

State government Patricia Poli Michigan Public Service 
Commission 

Chairman Jim Case Entergy Services, Inc. 

Vice Chairman Lloyd Linke Western Area Power 
Administration 

Planning Committee Membership 

RESOLVED, that the Board hereby approves the appointment of the following individuals to the 
Planning Committee, each for a term of two years, unless otherwise noted: 

Sector Elected Member 

Investor-owned utility Kathy Onnen, Kansas Power & Light 

State/Municipal Utility Andrew W. Tudor, Municipal Energy Agency of 
Nebraska 

Cooperative utility Paul McCurley, National Rural Electric 
Cooperative Association 

Federal or provincial utility/Federal 
Power Marketing Administration  

Anders Johnson, Bonneville Power Association 
Stephane Talbot, Hydro-Quebec TransEnergie 
Bing Young, Hydro One Networks, Inc.  

Transmission dependent utility Brian Zavesky, Missouri River Energy Services (1 
year) 
Carl Turner, Florida Municipal Power Agency (2 
years) 

Merchant electricity generator Matthew Luther, National Rural Electric 
Cooperative 

Electricity marketer Brian Van Gheem, ACES 

Small end-use electricity customer Darryl Lawrence, Pennsylvania Office of 
Consumer Advocate 

ISO/RTO Jeffrey Billo, ERCOT 

   State Government Parveen Biag, Iowa Utilities Board 
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Critical Infrastructure Protection Committee Membership  
 

RESOLVED, that the Board hereby appointments the following individuals to the Critical 
Infrastructure Protection Committee, each for a term of two years: 

• NPCC Representative: David Cadregari, Lead Analyst NERC Compliance at Iberdrola USA 
Networks 

• CEA Representative: Francis Bradley, Vice President, Policy Development, Canadian 
Electricity Association 

 
Board Vice Chair 

 
RESOLVED, that the Board, upon recommendation of the Corporate Governance and Human 
Resources Committee, hereby appoints Robert Clarke as Vice Chair of the Board of Trustees.  
 

Welcoming Remarks 
In his welcoming remarks, Mr. Gorbet noted the Canadian focus of the various meetings that were 
occurring, including a meeting between the Board and Canadian regulators, and a related series of 
panel sessions on security topics facilitated by Ken Quenelle and Sylvain Clermont. He referenced the 
Canadian regulator reports included in the advance agenda package and the positive references to 
NERC and its importance to the overall approach to reliability. Mr. Gorbet noted that the Board had 
named Mr. Clarke as the new Vice Chair, and expressed his thanks and farewell on behalf of the Board 
to Mr. Jaeger. He also noted the pending departure of Mr. B. Walker, who will become chief of staff to 
the Maryland Secretary of Business and Economic Development, and expressed on behalf of the Board 
his thanks for Mr. Walker’s efforts and best wishes. Mr. Gorbet then stated that he had decided to step 
down as Board Chair as of February 2017, expressing his hope that he would remain on the Board as 
re-elected by the Member Representatives Committee (“MRC”). He referenced the process for 
identification of a new Board Chair in the NERC Governance Guidelines, and that as a result of that 
process, the Board, at its closed meeting immediately prior to this meeting, had determined to name 
Mr. Thilly as the new Board Chair in February 2017, and therefore Mr. Thilly would become Vice Chair 
and Chair Designate in February 2016.  
 
Remarks by Ken Quesnelle 
In his remarks, Mr. Quesnelle noted that the work of the ERO as an international organization is 
important for other international regulatory structures. He referenced the meeting between the Board 
and Canadian regulators and the panel discussions on cybersecurity, emphasizing the importance of 
understanding how various regulatory regimes are addressing these important issues. Mr. Quesnelle 
noted these types of efforts help to create a strong relationship that allow parties to more effectively 
work together.  
 
Remarks by Sergio Marchi 
After being introduced by Mr. Gorbet, Mr. Marchi welcomed the Board and attendees to Toronto, 
noting the rich legacy of cooperation between the U.S. and Canada. He used the example of the 
Electricity Sub-sector Coordinating Council (“ESCC”) to emphasize the importance of cross border 
cooperation in areas such as cybersecurity and information sharing.  
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Mr. Marchi noted that 80 percent of Canadian power emissions are “carbon free”, as recognized in the 
EPA’s proposed Clean Power Plan (the “CPP”). He recognized the critical role of NERC as the ERO, with 
its unique governance model, and emphasized the professionalism of NERC filings and briefings 
notwithstanding increasing political spotlight. Mr. Marchi noted the 10-year anniversary of the 
Bilateral Principles and thanked NERC for recognizing them during the MRC meeting, as they continue 
to be particularly relevant in setting the stage for joint efforts. He referenced the importance of a 
federal energy policy for Canada, and noted that the business plan and budget comments from the 
Canadian Electricity Association reflected the realities of the Canadian marketplace, but that there is a 
commitment to a continued partnership between Canada and the U.S. on overall grid reliability.  
 
Remarks by Paul Murphy  
Mr. Gorbet provided background on his relationship with Mr. Murphy, and Mr. Cauley provided the 
formal introduction of Mr. Murphy, noting their long relationship as well. Mr. Murphy focused his 
remarks on the transition of the Ontario power system away from a dependence on coal plants, 
reviewing the issues that had been addressed through public policy and economics. He emphasized the 
importance of a clear government mandate and flexibility as the transition moved forward, and 
outlined some of the other key factors in the successful transition, including the need for firm natural 
gas contracts, which created some of the incentives for building new gas transmission lines.   
 
President’s Report 
Mr. Cauley opened his remarks by noting the 12-year anniversary of the 2003 blackout and the 10-year 
anniversary of the passage of the Energy Policy Act of 2005 and the creation of the ERO, and 
summarized key significant accomplishments since those events. He emphasized the importance of 
international cooperation and insuring appropriate oversight on standards, compliance and now on 
security. Mr. Cauley thanked Ms. Sena and other NERC staff, including Laura Hussey and Rebecca 
Michaels, and CEA staff including Patrick Brown, for their efforts in enhancing NERC’s focus on 
Canadian matters.  
 
Mr. Cauley noted the continued improving trend for reliability using traditional reliability metrics, but 
also referenced emerging threats and challenges, such as the effects of extreme weather, GMD, EMP 
and the shifting generation resource mix. He summarized a number of key concepts as the ERO moves 
forward, including the value and importance of the ES-ISAC and situational awareness, risk and 
performance analysis and related data collection and required analytical capabilities, data sharing and 
how to address the desire of U.S. regulator for access to more data, and the overall relationship 
between the ERO and regulators, particularly in light of what seems to be a greater willingness of FERC 
to issue directives to NERC on new standards. In some of these areas, NERC many not be the leader in 
addressing the issue, but would focus on risk identification and then partnering with other 
organizations to address those risks, using as an example NERC’s efforts with the NATF and NAGF.     
 
Mr. Cauley addressed the effects of the CPP on NERC’s ongoing role, noting the comments at the MRC 
meeting and the clear desire on the part of stakeholders for a strong NERC role going forward. He 
stated that in his view, NERC’s role needs to focus on the implementation of the CPP, as NERC would 
not be engaged in efforts to challenge or change the CPP. Mr. Cauley closed by noting that, in contrast 
to some commentary at the MRC meeting, he does not believe there is any current tension with FERC 
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or the Department of Energy around NERC’s appropriate role as the implementation of the CPP moves 
forward.  
 
Report on Strategic Planning Session 
Mr. Gorbet, referencing the strategic plan materials included in the advance agenda package and the 
Board’s strategic discussions with management earlier in the week, emphasized the importance of 
NERC’s work being “risk-based”. In large part, the value NERC brings to issues is through the 
application of risk considerations and assessments based on risk identification, data and analytics, 
allowing NERC to “shine a light” on key issues and bring considerations to the attention of policy 
makers.  He noted the issue of data sharing with government authorities, and while recognizing its 
importance, expressed concern about any adverse impact on the ability of NERC to obtain key data. On 
the issue of resiliency, Mr. Gorbet stated there should be a focus on what is meant by resiliency, but to 
the extent that considerations of resiliency involve data and analytics focused on reliability issues, it is 
important that NERC be engaged. He closed his thought by emphasizing the importance of NERC 
working through industry partnerships.   
 
The Board then engaged in a general discussion around strategy, with the Trustees noting (i) the 
importance of information sharing and creating appropriate structures, (ii) NERC’s key role in security 
in both the short and long term, including through operation of the ES-ISAC, so that NERC continues to 
understand key risks, (iii) the need for a continuing clear separation between the ES-ISAC and 
compliance and enforcement, (iv) the need to understand essential reliability services, (v) the 
importance of strong relationships with regulators, and (vi) the need to focus on both what NERC is 
doing as well as how NERC is doing it.   
 
The discussion closed with Mr. Gorbet noting that the draft strategic plan has been posted and that the 
Board intends to consider and approve the strategic plan it at its November meeting, so as to allow it 
to be reflected in business plan and budgets for all of the ERO Enterprise.  
 
Standards 
Mr. Gugel presented one project for approval, and one errata correction. After discussion, and upon 
motions duly made and seconded, the Board approved the following resolutions: 
 
Interconnection Reliability Operations and Coordination – IRO-006 East and IRO-009 
 

RESOLVED, that the Board hereby adopts the proposed Reliability Standards IRO-006-East-2 
and IRO-009-2, as presented to the Board at this meeting. 
 
FURTHER RESOLVED, that the Board hereby approves the associated implementation plans, as 
presented to the Board at this meeting.  
 
FURTHER RESOLVED, that the Board hereby approves the Violation Risk Factors and Violation 
Severity Levels for the proposed Reliability Standard, as presented to the Board at this meeting.  
 
FURTHER RESOLVED, that the Board hereby approves the proposed retirement of Reliability 
Standards IRO-006-East-1 and IRO-009-1, as presented to the Board at this meeting.  
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FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate 
filings with ERO governmental authorities and take such further actions and make such further 
filings as are necessary and appropriate to effectuate the intent of the foregoing resolutions. 
 

Reliability Standard PRC-004 Implementation Plan Errata Correction 
 

RESOLVED, that the Board hereby approves the errata correction to previously-adopted 
versions of the Reliability Standard PRC-004 Implementation Plan, as presented to the Board at 
this meeting. 
 
FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate 
filings with ERO governmental authorities and take such further actions and make such further 
filings as are necessary and appropriate to effectuate the intent of the foregoing resolutions. 
 

NERC 2016 Business Plan and Budget, Regional Entity 2016 Business Plans and Budgets, 
and WIRAB 2016 Business Plan and Budget 
Mr. M. Walker noted that he had presented the full ERO Enterprise Business Plan and Budgets at the 
Finance and Audit Committee the prior day. Mr. Thilly reported that the Committee had unanimously 
recommend Board approval. Upon motion duly made and seconded, the following resolutions were 
approved: 
 

RESOLVED, that the Board, upon recommendation of the Finance and Audit Committee, hereby 
approves the following, substantially in the form presented to the Board at this meeting: 

i. The proposed 2016 NERC Business Plan and Budget; 

ii. The proposed 2016 Business Plans and Budgets of the eight Regional Entities and the 
Western Interconnection Regional Advisory Board; and 

iii. The proposed 2016 assessments to recover the costs of the approved 2016 budgets, subject 
to adjustments to reflect final Net Energy for Load numbers, together with such other 
adjustments as may be necessary 

 
FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate 
filings with ERO governmental authorities and take such further actions and make such further 
filings as are necessary and appropriate to effectuate the intent of the foregoing resolutions.  

 
Midwest Reliability Organization Corporate Documents 
Mr. Berardesco summarized the proposed amendments to the corporate documents for Midwest 
Reliability Organization (“MRO”), reflecting their proposed conversion to an Internal Revenue Code 
Section 501(c)(3) entity. He stated that NERC staff reviewed the proposed amendments to ensure that 
they met the criteria set forth in the Regional Delegation Agreement between NERC and MRO and any 
other applicable regulations, and found no discrepancies. He recommended the proposed revisions for 
approval.  Upon motion duly made and seconded, the Board approved the following resolutions: 
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RESOLVED, that the Board hereby approves the amended Midwest Reliability Corporation 
Certificate of Incorporation, as presented to the Board at this meeting. 
  
RESOLVED, that the Board hereby approves the amended and restated Midwest Reliability 
Corporation Bylaws, as presented to the Board at this meeting. 

 
SERC Reliability Corporation Bylaws 
Mr. Berardesco summarized the proposed amendments to the SERC Reliability Corporation (“SERC”) 
Bylaws. He stated that NERC staff reviewed the proposed revisions to the Bylaws to ensure that they 
met the criteria set forth in the Regional Delegation Agreement between NERC and SERC and any other 
applicable regulations, and found no discrepancies. He recommended the proposed revisions for 
approval.  Upon motion duly made and seconded, the Board approved the following resolution: 
 

RESOLVED, that the Board hereby approves the amended and restated SERC Reliability 
Corporation Bylaws, as presented to the Board at this meeting. 

 
Southwest Power Pool, Inc. Bylaws 
Mr. Berardesco summarized the proposed amendments to the Southwest Power Pool, Inc. (“SPP”) 
Bylaws which were related to SPP’s internal governance functions. He stated that NERC staff reviewed 
the proposed revisions to the Bylaws to ensure that they met the criteria set forth in the Regional 
Delegation Agreement between NERC and SPP and any other applicable regulations, and found no 
discrepancies. He recommended the proposed revisions for approval. Upon motion duly made and 
seconded, the Board approved the following resolution: 
 

RESOLVED, that the Board hereby approves the amended and restated Southwest Power Pool, 
Inc. Bylaws, as presented to the Board at this meeting. 

 
Texas Reliability Entity Bylaws 
Mr. Berardesco summarized the proposed amendments to the Texas Reliability Entity (“TRE”) Bylaws. 
He stated that NERC staff reviewed the proposed revisions to the Bylaws to ensure that they met the 
criteria set forth in the Regional Delegation Agreement between NERC and TRE and any other 
applicable regulations, and found no discrepancies. He recommended the proposed revisions for 
approval.  Upon motion duly made and seconded, the Board approved the following resolution: 
 

RESOLVED, that the Board hereby approves the amended and restated Texas Reliability Entity 
Bylaws, as presented to the Board at this meeting. 

 
ES-ISAC Strategic Review 
Mr. Gorbet summarized that the Board was very supportive of the overall conclusions from the 
Strategic Review of the ES-ISAC, but that the Board has expressed a desire to have additional clarity 
around the role of the proposed ES-ISAC Executive Committee, to insure that its important role going 
forward appropriately respects the Board’s fiduciary role with respect to the ES-ISAC. At Mr. Gorbet’s 
request, Mr. Berardesco reviewed proposed resolutions that would set forth the Board’s support of the 
overall conclusions of the Strategic Review and the creation of the new Executive Committee, but 
would also request a minor revision to the Committee’s charter to acknowledge the Board’s legal and 
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fiduciary roles. Mr. Cauley expressed his support for the resolutions and his belief that they were 
consistent with the role of the Executive Committee and the evolving relationship between industry 
and NERC with respect to the ES-SIAC. Mr. James Fama of EEI, at Mr. Gorbet’s request, addressed the 
proposed resolutions and expressed his view that the Board’s support of the Strategic Review’s 
conclusions and the new Executive Committee are important and useful. In addition, he stated that it is 
important that the ES-ISAC remain as a part of NERC, and that he would recommend ESCC approval of 
the proposed Executive Committee charter amendment, as it accurately reflects the Board’s fiduciary 
role. Mr. Thilly noted that while the Board is not delegating its legal responsibilities, it is vital that the 
ES-ISAC be a user driven organization that meet the needs of the ESCC and the industry.  
 
After further discussion, and upon motion duly made and seconded, the Board approved the following 
resolutions: 
 
Acceptance of Strategic Review 
 

WHEREAS, the Electricity Sub-sector Coordinating Council (the “ESCC”) sponsored a strategic 
review (the “Strategic Review”) of the operations and strategic direction of the Electricity 
Sector Information Sharing and Analysis Center (the “ES-ISAC”), a copy of which has been 
presented to the Board;  
 
WHEREAS, NERC staff participated in the development of the Strategic Review;  
 
WHEREAS, one of the recommendations of the Strategic Review is the creation of an ES-ISAC 
Executive Committee (the “Executive Committee”) of the ESCC, to provide user oversight and 
direction, on behalf of the ESCC, to the ES-ISAC;  
 
WHEREAS, the Board and NERC management have legal responsibility for oversight and 
direction of the ES-ISAC as part of NERC, 
 
WHEREAS, the Board desires to express its thanks to the ESCC and all individuals who 
supported the Strategic Review, and to set forth its intention to work with the Executive 
Committee, through NERC management, to enhance the capabilities and strategic direction of 
the ES-ISAC. 
 
NOW, THEREFORE, BE IT RESOLVED, that the Board hereby accepts the Strategic Review, and 
expresses its appreciation to the ESCC for undertaking the Strategic Review, as well as to the 
industry volunteers and NERC staff who participated in its development.  
 
FURTHER RESOLVED, the Board directs NERC staff, including NERC’s Chief Executive Officer and 
Chief Security Officer, to work with and support the Executive Committee in developing 
strategic plans, policies and budgets for the ES-ISAC, and directs NERC’s Chief Executive Officer 
to facilitate communication between the Executive Committee and the Board. 
 
FURTHER RESOLVED, that, the Board recognizes that (i) active participation of the ESCC in the 
oversight and policy direction of the ES-ISAC is important given the scope of the ESCC’s 
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responsibility and (ii) the engagement of users of the ES-ISAC through the Executive Committee 
in such oversight will facilitate the ES-ISAC’s continued success and future enhancement, 
including the development of the ES-ISAC’s annual business plan and budget and strategic 
direction, and that the Board therefore shall defer to the Executive Committee’s proposals 
subject to the Board fulfilling its legal and fiduciary obligations.  

 
Request for Executive Committee Charter Amendment 
 

WHEREAS, the Electricity Sub-sector Coordinating Council (the “ESCC”) sponsored a strategic 
review (the “Strategic Review”) of the operations and strategic direction of the Electricity 
Sector Information Sharing and Analysis Center (the “ES-ISAC”), a copy of which has been 
presented to the Board;  
 
WHEREAS, as a result of the recommendations from the Strategic Review, the ESCC has 
approved the formation of, and a charter for (the “Charter”), the ES-ESAC Executive Committee 
(the “Executive Committee”) of the ESCC, to provide user oversight and direction, on behalf of 
the ESCC, to the ES-ISAC; and 
 
WHEREAS, the Board desires to request that the ESCC amend the Charter to formally recognize 
the legal and fiduciary role of the Board with respect to the ES-ISAC.  
 
NOW, THEREFORE, BE IT RESOLVED, that the Board hereby directs management to request 
that the ESCC amend the Charter to formally recognize the legal and fiduciary role of the Board 
with respect to the ES-ISAC.  

 
Standing Committee Reports 
Representatives of the Standing Committees provided reports to the Board highlighting items from 
their written reports, which had been included with the advance agenda package. 
 
Operating Committee 
Jim Case, Committee Chair, summarized several key efforts, including the essential reliability services 
task force report, the frequency response initiative in the Eastern Interconnection, field tests of 
possible standards, events analysis, and GridEx III. 
 
Planning Committee 
Brian Evans Mongeon, Committee Vice Chair, summarized the written report, including efforts related 
to an integrated variable generator report, work on transitioning seasonal assessments, work on 
probabilistic assessments, field tests of potential standards, and essential reliability services. He 
recognized the significant efforts of Canadian participants, and Ms. Sena’s work to create a summary of 
the essential reliability task force report for policy makers.  
 
Critical Infrastructure Protection Committee 
Chuck Abell, Committee Chair, noted their work on the CIP v5 implementation, physical security 
standard guidance, and GridEx III. 
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Member Representatives Committee 
Mr. Clermont, MRC Chair, summarized the issues that had been discussed at the MRC meeting on the 
previous day, noting the discussions around CIP v5, the CPP and compliance guidance. He expressed his 
congratulations to Mr. Thilly and Mr. Clarke on their new Board leadership roles.   
 
Personnel Certification Governance Committee 
Mr. Gugel, reporting on behalf of the Committee Chair, referenced the written report. He noted the 
Committee is making revisions to the system operator exam. 
 
Standards Committee  
Mr. Fred Plett, Committee Vice Chair, referenced the written report and his report at the MRC 
meeting. 
 
Reliability Issues Steering Committee  
Mr. Lauby, reporting on behalf of the RISC Chair, referenced the upcoming reliability summit as a key 
input to the RISC report to be presented to the Board in November. 
 
Compliance and Certification Committee  
Ms. Patti Metro, Committee Chair, noted that two items will be coming to Board at future meeting – 
CCC work on the stakeholder perception analysis and the 2016 work plan. 

 
Electricity Sub-Sector Coordination Council  
Mr. Cauley summarized the ESCC’s recent meeting, noting that there is a continued focus on tools and 
preparation for significant events and cross sector coordination. He noted that the relationship 
between industry and the government has been extremely positive, such that government 
representatives are referencing the ESCC as a model for other industries.  
 
Forum and Group Reports  
 
North American Energy Standards Board  
Mr. Michael Desselle, NAESB Chair, noted that the approved MOD standards have been posted for 
comment, and discussed the process for industry approval and cooperation with FERC and NERC. 
NAESB is also reviewing the potential elimination of Load Serving Entities from the NERC registry and 
potential modifications to NAESB standards.  Looking at elimination of LSEs and identified one 
modification necessary.   
 
North American Generator Forum 
Allen Schriver, Forum CEO, noted the uncertainty around effect of CIP standards and need for advance 
planning and outages. 
 
North American Transmission Forum  
Tom Galloway, Forum CEO, noted the release of guidance documents for CIP v14 and the continuing 
focus on the CIP v5 transition.    
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Regional Entity Management Group 
Scott Henry, Group Chair, referenced the written report.  
 
Board Committee Reports 
 
Corporate Governance and Human Resources Committee 
Ms. Schori, Committee Chair, summarized the Committee’ meeting from the prior day, including the 
recommendation of a revised Compliance Committee mandate. Upon motion duly made and 
seconded, the following resolution was approved:    
 

RESOLVED, that the Board, upon recommendation of the Corporate Governance and Human 
Resources Committee, hereby approves the Compliance Committee Mandate, as presented to 
the Board at this meeting, to replace the Compliance Committee Mandate approved by the 
Board on May 7, 2014. 

 
Ms. Schori summarized the Committee’s recommendation to modify Board compensation, including 
the development of an overall policy to guide future Board compensation revisions. Upon motion duly 
made and seconded, the following resolutions were approved: 
 

WHEREAS, the Board’s Corporate Governance and Human Resources Committee (the “CGHRC”) 
is required to review annually the compensation program for independent Trustees and to 
make recommendations to the Board, as appropriate. 
 
WHEREAS, the CGHRC engaged the compensation consulting firm of Towers Watson, to 
conduct an update to the market study of Board compensation completed in 2013, to aid in its 
determination of whether to recommend any changes to the Board’s compensation program. 
 
WHEREAS, Towers Watson compared current Trustee compensation and the structure of the 
Board’s current compensation structure to the market perspectives used in 2013, also updating 
its view of overall compensation trends, and prepared a report, which has been reviewed and 
accepted by the CGHRC.  
 
WHEREAS, the CGHRC considered the findings and recommendations in the Towers Watson 
report, as well as (i) the Regional Entity and RTO/ISO data in the report is from 2013 and IOU 
and industry data in the report is from 2014, and it is reasonable to assume from the trends 
shown in the report, that board compensation has continued to increase, (ii) the need to 
consider any compensation adjustment in light of NERC’s overall budget, (iii) the workload for 
all Trustees has continued to increase, (iv) the Board Chair, Vice Chair, committee chairs and 
the Trustee assigned to the ESCC have substantial additional responsibilities and time 
commitments, (v) that the current compensation structure, utilizing fixed retainers, is 
consistent with best practice trends in director compensation, (vi) that it remains important for 
NERC to be able to recruit and retain qualified and quality individuals to board service, and that 
NERC competes directly with regional entities, ISOs and RTOs, IOUs, and private sector 
companies in attempting to attract such individuals to NERC, and (vii) the conflict of interest 
requirements at NERC for Trustees, which include financial interest and investment 

 12 



       
       

prohibitions, employment/consulting prohibitions, and industry board service prohibitions, and 
the fact that NERC is non-profit and offers no stock options or benefits, reinforce the need for 
NERC to offer competitive compensation to Trustees, understanding the limits NERC places on 
what might be other opportunities for financial reward. 
 
WHEREAS, based on its review of the Towers Watson report and its deliberations in open 
session, the CGHRC has recommended certain modifications to the Trustee compensation 
program, which recommendations the Board has determined to accept.   
 
NOW, THEREFORE, BE IT RESOLVED, that the Board hereby approves the following 
compensation program for independent Trustees:    

• Annual Retainer: The Board hereby establishes a target annual retainer for each Trustee of 
$112,500. The new retainer will be implemented in three annual installments of $5,000, 
beginning in 2016, and be fully implemented by January 1, 2018. 

• Committee Chair/ESCC Retainer: The Board hereby retains the current committee chairs 
and ESCC Trustee annual retainer of $10,000. 

• Vice Chair Retainer: The Board hereby retains the current annual retainer of $5,000 for the 
Board Vice Chair. 

• Chair Retainer:  The Board hereby establishes a target annual retainer for the Board Chair of 
$160,000. The new retainer will be implemented in three annual installments of 
approximately $9,166, beginning in 2016, and be fully implemented January 1, 2018. 

 
FURTHER RESOLVED, that the Board hereby directs the CGHRC to develop a proposed policy 
that would include (i) the philosophy and process for considering future reviews of Board 
compensation based on the process and principles utilized in the two most recent Board 
compensation evaluations, including utilization of market comparisons and appropriate 
benchmarks, (ii) guidance on the use of independent compensation consultants and timing of 
such studies, and (iii) possible implementation options.    
 

Mr. Schori noted the review of the ERO Effectiveness survey and policy input on analytics. She also 
noted the draft Board and committee surveys, which will be approved at the November meeting, 
inviting stakeholder review and comment.  
 
Compliance Committee  
Ms. Case, Committee Chair, summarized the recent closed and executive sessions of the Committee, 
noting some of the transition work on which the Committee is focused, including updates to its 
mandate and revisions to meeting structure.  She also referenced the presentations made at the open 
Committee meeting.   
 
Finance and Audit Committee 
Mr. Thilly, Committee Chair, requested Board acceptance of the second quarter statement of activities. 
Upon motion duly made and seconded, the following resolution was approved: 
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RESOLVED, that the Board, upon recommendation of the Finance and Audit Committee, hereby 
accepts the NERC Second Quarter 2015 Unaudited Statement of Activities, as presented to the 
Board at this meeting. 

 
Mr. Thilly summarized the proposed amendment to the Working Capital and Operating Reserve Policy, 
noting it responded to the FERC directive. Upon motion duly made and seconded, the following 
resolutions were approved: 
 

RESOLVED, that the Board, upon recommendation of the Finance and Audit Committee, hereby 
approves the revised Working Capital and Operating Reserve Policy, as presented to the Board 
at the meeting. 
 
FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate 
filings with ERO governmental authorities and take such further actions and make such further 
filings as are necessary and appropriate to effectuate the intent of the foregoing resolution. 

 
Mr. Thilly summarized proposed banking resolutions that would designate a new authorized signatory 
and provide flexibility to change authorized signatories and adopt standard bank resolutions. Upon 
motion duly made and seconded, the following resolutions were approved: 

 
WHEREAS, NERC has established bank accounts and credit facilities with PNC Bank, National 
Association (“PNC”);  
 
WHEREAS, PNC requires that the Board approve resolutions designating the authorized 
signatories on such accounts and credit facilities; and  
 
WHEREAS, the Board intends to designate such required signatories and to authorize 
management to approve on behalf of the Board such forms of resolutions as are required by 
PNC from time to time to designate such signatories and to otherwise evidence the corporate 
approval of the bank accounts and credit facilities with PNC;  
 
NOW, THEREFORE, BE IT RESOLVED, that the Board hereby designates the following authorized 
signatories for each banking or similar account NERC has with PNC: 
 
Gerald W. Cauley 
Michael Walker 
Scott Jones 
Susan Turpen 
 
FURTHER RESOLVED, that the Board hereby designates the following authorized individuals to 
approve the advance of any funds under any credit facility with PNC: 
 
Gerald W. Cauley 
Michael Walker 
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FURTHER RESOLVED, that the each of NERC’s president and chief executive officer, chief 
financial officer and general counsel are hereby authorized to approve such forms of 
resolutions as are requested by PNC in connection with each bank account and credit facility to 
evidence the foregoing designations and such other matters as are necessary and appropriate 
to maintain the bank accounts and existing credit facilities with PNC, and upon such approval, 
such resolutions shall be included with the records of the actions of the Board and be deemed 
as approved by the Board.   
 
FURTHER RESOLVED, that each of NERC’s president and chief executive officer, chief financial 
officer and general counsel are authorized to take such other actions and execute such other 
documents as they deem necessary or appropriate to effectuate the foregoing resolutions.  

 
Enterprise-wide Risk Committee 
Mr. Goulding, Committee Chair, reported that the Committee had met in closed meeting and received 
updates on the current year audit plan, activities related to prior audits, risk management activities 
and the work of the Compliance and Certification Committee. He noted that, in response to 
stakeholder input, the Committee is now posting its meeting agendas, audit work plans and the results 
of CCC sponsored audits of NERC.  
 
Standards Oversight and Technology Committee  
Mr. Peterson, Committee Chair, reported that the Committee continues to monitor the overall 
Information Technology plan, which is being well managed by staff.  Mr. Hawkins will replace Mr. 
Jaeger on the IT oversight group.  Mr. Peterson noted that the draft Reliability Standards Drafting Plan 
had been posted for stakeholder comment, and that the quarterly report received by the Committee at 
its recent meeting showed excellent progress against meeting FERC directives.  
 
Nominating Committee 
Mr. Barber, Committee Chair, referenced his report at the MRC meeting.  
 
Closing Remarks 
In his closing remarked, Mr. Gorbet noted the positive nature of these quarterly meetings, thanked the 
stakeholders for their policy input and thanked the MRC leadership for working with the Board to 
create useful forums for discussion and engagement during the meetings.    
 
Adjournment 
There being no further business, and upon motion duly made and seconded, the meeting was 
adjourned.  
 
Submitted by, 

 
Charles A. Berardesco 
Corporate Secretary 
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DRAFT Minutes 

Board of Trustees

August 13, 2015 | 8:30 a.m. – 12:00 p.m. Eastern



The Ritz-Carlton, Toronto 

181 Wellington Street West

Toronto, Ontario M5V 3G7

Canada



Call to Order and Chair’s Remarks 

Mr. Frederick W. Gorbet, Chair, called to order the duly noticed open meeting of the Board of Trustees (“Board”) of the North American Electric Reliability Corporation (“NERC” or the “Corporation”) in Toronto, Canada, on August 13, 2015, at 8:30 a.m. Eastern, and a quorum was declared present. The agenda is attached as Exhibit A. 



Present at the meeting were:  



Board Members: 

Frederick W. Gorbet, Chair 

Paul F. Barber 

Janice B. Case 

Gerald W. Cauley, President and Chief Executive Officer

Robert G. Clarke 

David Goulding 

George Hawkins

Douglas Jaeger 

Kenneth G. Peterson

Jan Schori

Roy Thilly  



NERC Staff 

Charles A. Berardesco, Senior Vice President, General Counsel, and Corporate Secretary

Howard Gugel, Director of Standards

Stan Hoptroff, Vice President and Chief Technology Officer

Mark G. Lauby, Senior Vice President and Chief Reliability Officer  

Sonia Mendonca, Vice President of Enforcement and Deputy General Counsel 

Marcus H. Sachs, Senior Vice President and Chief Security Officer

Janet Sena, Senior Vice President and Director of Policy and External Affairs

Timothy E. Roxey, Vice President and Chief ES-ISAC Operations Officer

Brady Walker, Associate Counsel 

Michael Walker, Senior Vice President, Chief Financial and Administrative Officer, and Corporate Treasurer 





NERC Antitrust Compliance Guidelines 

Mr. Berardesco noted the public nature of the meeting and directed the participants’ attention to the NERC Antitrust Compliance Guidelines, which had been included with the advance meeting materials. He offered to answer any questions at any time regarding antitrust compliance or other matters.



Executive Session

Mr. Gorbet reported that before the open meeting, as is its custom, the Board met in closed session with NERC management, and subsequently in executive session without NERC management, to review NERC management activities. The Board also met in closed session with management earlier in the week as part of its annual strategic review session, and Mr. Gorbet noted he would report further on the session later in this meeting. 



Consent Agenda

Upon motion duly made and seconded, the Board approved the consent agenda as follows:



Minutes

The draft minutes for the May 7, 2015 Board meeting and the May 14, 2015 and June 22, 2015 conference call meetings were approved substantially in the form presented to the Board at the meeting. 



Committee Membership Appointments and Charter Revisions



Operating Committee Membership



RESOLVED, that the Board hereby approves the appointment of the following individuals to the Operating Committee, each for a term of two years:



		Sector

		Elected Members

		Company



		Investor-owned utility 

		Gerry Beckerle

		Ameren



		State/municipal utility

		Doug Peterchuck

		Omaha Public Power District



		Cooperative utility

		Keith Carman

		Tri-State G&T Association Inc.



		Federal or provincial utility/Federal Power Marketing Administration

		Canadian: Tom Irvine

		Hydro One Inc.



		1. 

		Canadian: Pierre Paquet

		Hydro Quebec



		2. 

		U.S.: Stuart Goza

		Tennessee Valley Authority



		Transmission dependent utility

		John Stephens

		City Utilities of Springfield (Missouri)



		Merchant electricity generator

		James Thompson

		Gridforce Energy Management



		Independent system operator/ regional transmission organization

		David Zwergel

		MISO



		State government

		Patricia Poli

		Michigan Public Service Commission



		Chairman

		Jim Case

		Entergy Services, Inc.



		Vice Chairman

		Lloyd Linke

		Western Area Power Administration







Planning Committee Membership 



RESOLVED, that the Board hereby approves the appointment of the following individuals to the Planning Committee, each for a term of two years, unless otherwise noted:

		Sector

		Elected Member



		Investor-owned utility

		Kathy Onnen, Kansas Power & Light



		State/Municipal Utility

		Andrew W. Tudor, Municipal Energy Agency of Nebraska



		Cooperative utility

		Paul McCurley, National Rural Electric Cooperative Association



		Federal or provincial utility/Federal Power Marketing Administration 

		Anders Johnson, Bonneville Power Association                   

Stephane Talbot, Hydro-Quebec TransEnergie

Bing Young, Hydro One Networks, Inc. 



		Transmission dependent utility

		Brian Zavesky, Missouri River Energy Services (1 year)

Carl Turner, Florida Municipal Power Agency (2 years)



		Merchant electricity generator

		Matthew Luther, National Rural Electric Cooperative



		Electricity marketer

		Brian Van Gheem, ACES



		Small end-use electricity customer

		Darryl Lawrence, Pennsylvania Office of Consumer Advocate



		ISO/RTO

		Jeffrey Billo, ERCOT



		      State Government

		Parveen Biag, Iowa Utilities Board






















Critical Infrastructure Protection Committee Membership 



RESOLVED, that the Board hereby appointments the following individuals to the Critical Infrastructure Protection Committee, each for a term of two years:

· NPCC Representative: David Cadregari, Lead Analyst NERC Compliance at Iberdrola USA Networks

· CEA Representative: Francis Bradley, Vice President, Policy Development, Canadian Electricity Association



Board Vice Chair



RESOLVED, that the Board, upon recommendation of the Corporate Governance and Human Resources Committee, hereby appoints Robert Clarke as Vice Chair of the Board of Trustees. 



Welcoming Remarks

In his welcoming remarks, Mr. Gorbet noted the Canadian focus of the various meetings that were occurring, including a meeting between the Board and Canadian regulators, and a related series of panel sessions on security topics facilitated by Ken Quenelle and Sylvain Clermont. He referenced the Canadian regulator reports included in the advance agenda package and the positive references to NERC and its importance to the overall approach to reliability. Mr. Gorbet noted that the Board had named Mr. Clarke as the new Vice Chair, and expressed his thanks and farewell on behalf of the Board to Mr. Jaeger. He also noted the pending departure of Mr. B. Walker, who will become chief of staff to the Maryland Secretary of Business and Economic Development, and expressed on behalf of the Board his thanks for Mr. Walker’s efforts and best wishes. Mr. Gorbet then stated that he had decided to step down as Board Chair as of February 2017, expressing his hope that he would remain on the Board as re-elected by the Member Representatives Committee (“MRC”). He referenced the process for identification of a new Board Chair in the NERC Governance Guidelines, and that as a result of that process, the Board, at its closed meeting immediately prior to this meeting, had determined to name Mr. Thilly as the new Board Chair in February 2017, and therefore Mr. Thilly would become Vice Chair and Chair Designate in February 2016. 



Remarks by Ken Quesnelle

In his remarks, Mr. Quesnelle noted that the work of the ERO as an international organization is important for other international regulatory structures. He referenced the meeting between the Board and Canadian regulators and the panel discussions on cybersecurity, emphasizing the importance of understanding how various regulatory regimes are addressing these important issues. Mr. Quesnelle noted these types of efforts help to create a strong relationship that allow parties to more effectively work together. 



Remarks by Sergio Marchi

After being introduced by Mr. Gorbet, Mr. Marchi welcomed the Board and attendees to Toronto, noting the rich legacy of cooperation between the U.S. and Canada. He used the example of the Electricity Sub-sector Coordinating Council (“ESCC”) to emphasize the importance of cross border cooperation in areas such as cybersecurity and information sharing. 

Mr. Marchi noted that 80 percent of Canadian power emissions are “carbon free”, as recognized in the EPA’s proposed Clean Power Plan (the “CPP”). He recognized the critical role of NERC as the ERO, with its unique governance model, and emphasized the professionalism of NERC filings and briefings notwithstanding increasing political spotlight. Mr. Marchi noted the 10-year anniversary of the Bilateral Principles and thanked NERC for recognizing them during the MRC meeting, as they continue to be particularly relevant in setting the stage for joint efforts. He referenced the importance of a federal energy policy for Canada, and noted that the business plan and budget comments from the Canadian Electricity Association reflected the realities of the Canadian marketplace, but that there is a commitment to a continued partnership between Canada and the U.S. on overall grid reliability. 



Remarks by Paul Murphy 

Mr. Gorbet provided background on his relationship with Mr. Murphy, and Mr. Cauley provided the formal introduction of Mr. Murphy, noting their long relationship as well. Mr. Murphy focused his remarks on the transition of the Ontario power system away from a dependence on coal plants, reviewing the issues that had been addressed through public policy and economics. He emphasized the importance of a clear government mandate and flexibility as the transition moved forward, and outlined some of the other key factors in the successful transition, including the need for firm natural gas contracts, which created some of the incentives for building new gas transmission lines.  



President’s Report

Mr. Cauley opened his remarks by noting the 12-year anniversary of the 2003 blackout and the 10-year anniversary of the passage of the Energy Policy Act of 2005 and the creation of the ERO, and summarized key significant accomplishments since those events. He emphasized the importance of international cooperation and insuring appropriate oversight on standards, compliance and now on security. Mr. Cauley thanked Ms. Sena and other NERC staff, including Laura Hussey and Rebecca Michaels, and CEA staff including Patrick Brown, for their efforts in enhancing NERC’s focus on Canadian matters. 



Mr. Cauley noted the continued improving trend for reliability using traditional reliability metrics, but also referenced emerging threats and challenges, such as the effects of extreme weather, GMD, EMP and the shifting generation resource mix. He summarized a number of key concepts as the ERO moves forward, including the value and importance of the ES-ISAC and situational awareness, risk and performance analysis and related data collection and required analytical capabilities, data sharing and how to address the desire of U.S. regulator for access to more data, and the overall relationship between the ERO and regulators, particularly in light of what seems to be a greater willingness of FERC to issue directives to NERC on new standards. In some of these areas, NERC many not be the leader in addressing the issue, but would focus on risk identification and then partnering with other organizations to address those risks, using as an example NERC’s efforts with the NATF and NAGF.    



Mr. Cauley addressed the effects of the CPP on NERC’s ongoing role, noting the comments at the MRC meeting and the clear desire on the part of stakeholders for a strong NERC role going forward. He stated that in his view, NERC’s role needs to focus on the implementation of the CPP, as NERC would not be engaged in efforts to challenge or change the CPP. Mr. Cauley closed by noting that, in contrast to some commentary at the MRC meeting, he does not believe there is any current tension with FERC or the Department of Energy around NERC’s appropriate role as the implementation of the CPP moves forward. 



Report on Strategic Planning Session
Mr. Gorbet, referencing the strategic plan materials included in the advance agenda package and the Board’s strategic discussions with management earlier in the week, emphasized the importance of NERC’s work being “risk-based”. In large part, the value NERC brings to issues is through the application of risk considerations and assessments based on risk identification, data and analytics, allowing NERC to “shine a light” on key issues and bring considerations to the attention of policy makers.  He noted the issue of data sharing with government authorities, and while recognizing its importance, expressed concern about any adverse impact on the ability of NERC to obtain key data. On the issue of resiliency, Mr. Gorbet stated there should be a focus on what is meant by resiliency, but to the extent that considerations of resiliency involve data and analytics focused on reliability issues, it is important that NERC be engaged. He closed his thought by emphasizing the importance of NERC working through industry partnerships.  



The Board then engaged in a general discussion around strategy, with the Trustees noting (i) the importance of information sharing and creating appropriate structures, (ii) NERC’s key role in security in both the short and long term, including through operation of the ES-ISAC, so that NERC continues to understand key risks, (iii) the need for a continuing clear separation between the ES-ISAC and compliance and enforcement, (iv) the need to understand essential reliability services, (v) the importance of strong relationships with regulators, and (vi) the need to focus on both what NERC is doing as well as how NERC is doing it.  



The discussion closed with Mr. Gorbet noting that the draft strategic plan has been posted and that the Board intends to consider and approve the strategic plan it at its November meeting, so as to allow it to be reflected in business plan and budgets for all of the ERO Enterprise. 



Standards

Mr. Gugel presented one project for approval, and one errata correction. After discussion, and upon motions duly made and seconded, the Board approved the following resolutions:



Interconnection Reliability Operations and Coordination – IRO-006 East and IRO-009



RESOLVED, that the Board hereby adopts the proposed Reliability Standards IRO-006-East-2 and IRO-009-2, as presented to the Board at this meeting.



FURTHER RESOLVED, that the Board hereby approves the associated implementation plans, as presented to the Board at this meeting. 



FURTHER RESOLVED, that the Board hereby approves the Violation Risk Factors and Violation Severity Levels for the proposed Reliability Standard, as presented to the Board at this meeting. 



FURTHER RESOLVED, that the Board hereby approves the proposed retirement of Reliability Standards IRO-006-East-1 and IRO-009-1, as presented to the Board at this meeting. 



FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate filings with ERO governmental authorities and take such further actions and make such further filings as are necessary and appropriate to effectuate the intent of the foregoing resolutions.



Reliability Standard PRC-004 Implementation Plan Errata Correction



RESOLVED, that the Board hereby approves the errata correction to previously-adopted versions of the Reliability Standard PRC-004 Implementation Plan, as presented to the Board at this meeting.



FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate filings with ERO governmental authorities and take such further actions and make such further filings as are necessary and appropriate to effectuate the intent of the foregoing resolutions.



NERC 2016 Business Plan and Budget, Regional Entity 2016 Business Plans and Budgets, and WIRAB 2016 Business Plan and Budget

Mr. M. Walker noted that he had presented the full ERO Enterprise Business Plan and Budgets at the Finance and Audit Committee the prior day. Mr. Thilly reported that the Committee had unanimously recommend Board approval. Upon motion duly made and seconded, the following resolutions were approved:



RESOLVED, that the Board, upon recommendation of the Finance and Audit Committee, hereby approves the following, substantially in the form presented to the Board at this meeting:

i. The proposed 2016 NERC Business Plan and Budget;

ii. The proposed 2016 Business Plans and Budgets of the eight Regional Entities and the Western Interconnection Regional Advisory Board; and

iii. The proposed 2016 assessments to recover the costs of the approved 2016 budgets, subject to adjustments to reflect final Net Energy for Load numbers, together with such other adjustments as may be necessary



FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate filings with ERO governmental authorities and take such further actions and make such further filings as are necessary and appropriate to effectuate the intent of the foregoing resolutions. 



Midwest Reliability Organization Corporate Documents

Mr. Berardesco summarized the proposed amendments to the corporate documents for Midwest Reliability Organization (“MRO”), reflecting their proposed conversion to an Internal Revenue Code Section 501(c)(3) entity. He stated that NERC staff reviewed the proposed amendments to ensure that they met the criteria set forth in the Regional Delegation Agreement between NERC and MRO and any other applicable regulations, and found no discrepancies. He recommended the proposed revisions for approval.  Upon motion duly made and seconded, the Board approved the following resolutions:



RESOLVED, that the Board hereby approves the amended Midwest Reliability Corporation Certificate of Incorporation, as presented to the Board at this meeting.

	

RESOLVED, that the Board hereby approves the amended and restated Midwest Reliability Corporation Bylaws, as presented to the Board at this meeting.



SERC Reliability Corporation Bylaws

Mr. Berardesco summarized the proposed amendments to the SERC Reliability Corporation (“SERC”) Bylaws. He stated that NERC staff reviewed the proposed revisions to the Bylaws to ensure that they met the criteria set forth in the Regional Delegation Agreement between NERC and SERC and any other applicable regulations, and found no discrepancies. He recommended the proposed revisions for approval.  Upon motion duly made and seconded, the Board approved the following resolution:



RESOLVED, that the Board hereby approves the amended and restated SERC Reliability Corporation Bylaws, as presented to the Board at this meeting.



Southwest Power Pool, Inc. Bylaws

Mr. Berardesco summarized the proposed amendments to the Southwest Power Pool, Inc. (“SPP”) Bylaws which were related to SPP’s internal governance functions. He stated that NERC staff reviewed the proposed revisions to the Bylaws to ensure that they met the criteria set forth in the Regional Delegation Agreement between NERC and SPP and any other applicable regulations, and found no discrepancies. He recommended the proposed revisions for approval. Upon motion duly made and seconded, the Board approved the following resolution:



RESOLVED, that the Board hereby approves the amended and restated Southwest Power Pool, Inc. Bylaws, as presented to the Board at this meeting.



Texas Reliability Entity Bylaws

Mr. Berardesco summarized the proposed amendments to the Texas Reliability Entity (“TRE”) Bylaws. He stated that NERC staff reviewed the proposed revisions to the Bylaws to ensure that they met the criteria set forth in the Regional Delegation Agreement between NERC and TRE and any other applicable regulations, and found no discrepancies. He recommended the proposed revisions for approval.  Upon motion duly made and seconded, the Board approved the following resolution:



RESOLVED, that the Board hereby approves the amended and restated Texas Reliability Entity Bylaws, as presented to the Board at this meeting.



ES-ISAC Strategic Review

Mr. Gorbet summarized that the Board was very supportive of the overall conclusions from the Strategic Review of the ES-ISAC, but that the Board has expressed a desire to have additional clarity around the role of the proposed ES-ISAC Executive Committee, to insure that its important role going forward appropriately respects the Board’s fiduciary role with respect to the ES-ISAC. At Mr. Gorbet’s request, Mr. Berardesco reviewed proposed resolutions that would set forth the Board’s support of the overall conclusions of the Strategic Review and the creation of the new Executive Committee, but would also request a minor revision to the Committee’s charter to acknowledge the Board’s legal and fiduciary roles. Mr. Cauley expressed his support for the resolutions and his belief that they were consistent with the role of the Executive Committee and the evolving relationship between industry and NERC with respect to the ES-SIAC. Mr. James Fama of EEI, at Mr. Gorbet’s request, addressed the proposed resolutions and expressed his view that the Board’s support of the Strategic Review’s conclusions and the new Executive Committee are important and useful. In addition, he stated that it is important that the ES-ISAC remain as a part of NERC, and that he would recommend ESCC approval of the proposed Executive Committee charter amendment, as it accurately reflects the Board’s fiduciary role. Mr. Thilly noted that while the Board is not delegating its legal responsibilities, it is vital that the ES-ISAC be a user driven organization that meet the needs of the ESCC and the industry. 



After further discussion, and upon motion duly made and seconded, the Board approved the following resolutions:



Acceptance of Strategic Review



WHEREAS, the Electricity Sub-sector Coordinating Council (the “ESCC”) sponsored a strategic review (the “Strategic Review”) of the operations and strategic direction of the Electricity Sector Information Sharing and Analysis Center (the “ES-ISAC”), a copy of which has been presented to the Board; 



WHEREAS, NERC staff participated in the development of the Strategic Review; 



WHEREAS, one of the recommendations of the Strategic Review is the creation of an ES-ISAC Executive Committee (the “Executive Committee”) of the ESCC, to provide user oversight and direction, on behalf of the ESCC, to the ES-ISAC; 



WHEREAS, the Board and NERC management have legal responsibility for oversight and direction of the ES-ISAC as part of NERC,



WHEREAS, the Board desires to express its thanks to the ESCC and all individuals who supported the Strategic Review, and to set forth its intention to work with the Executive Committee, through NERC management, to enhance the capabilities and strategic direction of the ES-ISAC.



NOW, THEREFORE, BE IT RESOLVED, that the Board hereby accepts the Strategic Review, and expresses its appreciation to the ESCC for undertaking the Strategic Review, as well as to the industry volunteers and NERC staff who participated in its development. 



FURTHER RESOLVED, the Board directs NERC staff, including NERC’s Chief Executive Officer and Chief Security Officer, to work with and support the Executive Committee in developing strategic plans, policies and budgets for the ES-ISAC, and directs NERC’s Chief Executive Officer to facilitate communication between the Executive Committee and the Board.



FURTHER RESOLVED, that, the Board recognizes that (i) active participation of the ESCC in the oversight and policy direction of the ES-ISAC is important given the scope of the ESCC’s responsibility and (ii) the engagement of users of the ES-ISAC through the Executive Committee in such oversight will facilitate the ES-ISAC’s continued success and future enhancement, including the development of the ES-ISAC’s annual business plan and budget and strategic direction, and that the Board therefore shall defer to the Executive Committee’s proposals subject to the Board fulfilling its legal and fiduciary obligations. 



Request for Executive Committee Charter Amendment



WHEREAS, the Electricity Sub-sector Coordinating Council (the “ESCC”) sponsored a strategic review (the “Strategic Review”) of the operations and strategic direction of the Electricity Sector Information Sharing and Analysis Center (the “ES-ISAC”), a copy of which has been presented to the Board; 



WHEREAS, as a result of the recommendations from the Strategic Review, the ESCC has approved the formation of, and a charter for (the “Charter”), the ES-ESAC Executive Committee (the “Executive Committee”) of the ESCC, to provide user oversight and direction, on behalf of the ESCC, to the ES-ISAC; and



WHEREAS, the Board desires to request that the ESCC amend the Charter to formally recognize the legal and fiduciary role of the Board with respect to the ES-ISAC. 



NOW, THEREFORE, BE IT RESOLVED, that the Board hereby directs management to request that the ESCC amend the Charter to formally recognize the legal and fiduciary role of the Board with respect to the ES-ISAC. 



Standing Committee Reports

Representatives of the Standing Committees provided reports to the Board highlighting items from their written reports, which had been included with the advance agenda package.



Operating Committee

Jim Case, Committee Chair, summarized several key efforts, including the essential reliability services task force report, the frequency response initiative in the Eastern Interconnection, field tests of possible standards, events analysis, and GridEx III.



Planning Committee

Brian Evans Mongeon, Committee Vice Chair, summarized the written report, including efforts related to an integrated variable generator report, work on transitioning seasonal assessments, work on probabilistic assessments, field tests of potential standards, and essential reliability services. He recognized the significant efforts of Canadian participants, and Ms. Sena’s work to create a summary of the essential reliability task force report for policy makers. 



Critical Infrastructure Protection Committee

Chuck Abell, Committee Chair, noted their work on the CIP v5 implementation, physical security standard guidance, and GridEx III.



Member Representatives Committee

Mr. Clermont, MRC Chair, summarized the issues that had been discussed at the MRC meeting on the previous day, noting the discussions around CIP v5, the CPP and compliance guidance. He expressed his congratulations to Mr. Thilly and Mr. Clarke on their new Board leadership roles.  



Personnel Certification Governance Committee

Mr. Gugel, reporting on behalf of the Committee Chair, referenced the written report. He noted the Committee is making revisions to the system operator exam.



Standards Committee 

Mr. Fred Plett, Committee Vice Chair, referenced the written report and his report at the MRC meeting.



Reliability Issues Steering Committee 

Mr. Lauby, reporting on behalf of the RISC Chair, referenced the upcoming reliability summit as a key input to the RISC report to be presented to the Board in November.



Compliance and Certification Committee 

Ms. Patti Metro, Committee Chair, noted that two items will be coming to Board at future meeting – CCC work on the stakeholder perception analysis and the 2016 work plan.



Electricity Sub-Sector Coordination Council 

Mr. Cauley summarized the ESCC’s recent meeting, noting that there is a continued focus on tools and preparation for significant events and cross sector coordination. He noted that the relationship between industry and the government has been extremely positive, such that government representatives are referencing the ESCC as a model for other industries. 



Forum and Group Reports 



North American Energy Standards Board 

Mr. Michael Desselle, NAESB Chair, noted that the approved MOD standards have been posted for comment, and discussed the process for industry approval and cooperation with FERC and NERC. NAESB is also reviewing the potential elimination of Load Serving Entities from the NERC registry and potential modifications to NAESB standards.  Looking at elimination of LSEs and identified one modification necessary.  



North American Generator Forum

Allen Schriver, Forum CEO, noted the uncertainty around effect of CIP standards and need for advance planning and outages.



North American Transmission Forum 

Tom Galloway, Forum CEO, noted the release of guidance documents for CIP v14 and the continuing focus on the CIP v5 transition.   





Regional Entity Management Group

Scott Henry, Group Chair, referenced the written report. 



Board Committee Reports



Corporate Governance and Human Resources Committee

Ms. Schori, Committee Chair, summarized the Committee’ meeting from the prior day, including the recommendation of a revised Compliance Committee mandate. Upon motion duly made and seconded, the following resolution was approved:   



RESOLVED, that the Board, upon recommendation of the Corporate Governance and Human Resources Committee, hereby approves the Compliance Committee Mandate, as presented to the Board at this meeting, to replace the Compliance Committee Mandate approved by the Board on May 7, 2014.



Ms. Schori summarized the Committee’s recommendation to modify Board compensation, including the development of an overall policy to guide future Board compensation revisions. Upon motion duly made and seconded, the following resolutions were approved:



WHEREAS, the Board’s Corporate Governance and Human Resources Committee (the “CGHRC”) is required to review annually the compensation program for independent Trustees and to make recommendations to the Board, as appropriate.



WHEREAS, the CGHRC engaged the compensation consulting firm of Towers Watson, to conduct an update to the market study of Board compensation completed in 2013, to aid in its determination of whether to recommend any changes to the Board’s compensation program.



WHEREAS, Towers Watson compared current Trustee compensation and the structure of the Board’s current compensation structure to the market perspectives used in 2013, also updating its view of overall compensation trends, and prepared a report, which has been reviewed and accepted by the CGHRC. 



WHEREAS, the CGHRC considered the findings and recommendations in the Towers Watson report, as well as (i) the Regional Entity and RTO/ISO data in the report is from 2013 and IOU and industry data in the report is from 2014, and it is reasonable to assume from the trends shown in the report, that board compensation has continued to increase, (ii) the need to consider any compensation adjustment in light of NERC’s overall budget, (iii) the workload for all Trustees has continued to increase, (iv) the Board Chair, Vice Chair, committee chairs and the Trustee assigned to the ESCC have substantial additional responsibilities and time commitments, (v) that the current compensation structure, utilizing fixed retainers, is consistent with best practice trends in director compensation, (vi) that it remains important for NERC to be able to recruit and retain qualified and quality individuals to board service, and that NERC competes directly with regional entities, ISOs and RTOs, IOUs, and private sector companies in attempting to attract such individuals to NERC, and (vii) the conflict of interest requirements at NERC for Trustees, which include financial interest and investment prohibitions, employment/consulting prohibitions, and industry board service prohibitions, and the fact that NERC is non-profit and offers no stock options or benefits, reinforce the need for NERC to offer competitive compensation to Trustees, understanding the limits NERC places on what might be other opportunities for financial reward.



WHEREAS, based on its review of the Towers Watson report and its deliberations in open session, the CGHRC has recommended certain modifications to the Trustee compensation program, which recommendations the Board has determined to accept.  



NOW, THEREFORE, BE IT RESOLVED, that the Board hereby approves the following compensation program for independent Trustees:   

· Annual Retainer: The Board hereby establishes a target annual retainer for each Trustee of $112,500. The new retainer will be implemented in three annual installments of $5,000, beginning in 2016, and be fully implemented by January 1, 2018.

· Committee Chair/ESCC Retainer: The Board hereby retains the current committee chairs and ESCC Trustee annual retainer of $10,000.

· Vice Chair Retainer: The Board hereby retains the current annual retainer of $5,000 for the Board Vice Chair.

· Chair Retainer:  The Board hereby establishes a target annual retainer for the Board Chair of $160,000. The new retainer will be implemented in three annual installments of approximately $9,166, beginning in 2016, and be fully implemented January 1, 2018.



FURTHER RESOLVED, that the Board hereby directs the CGHRC to develop a proposed policy that would include (i) the philosophy and process for considering future reviews of Board compensation based on the process and principles utilized in the two most recent Board compensation evaluations, including utilization of market comparisons and appropriate benchmarks, (ii) guidance on the use of independent compensation consultants and timing of such studies, and (iii) possible implementation options.   



Mr. Schori noted the review of the ERO Effectiveness survey and policy input on analytics. She also noted the draft Board and committee surveys, which will be approved at the November meeting, inviting stakeholder review and comment. 



Compliance Committee 

Ms. Case, Committee Chair, summarized the recent closed and executive sessions of the Committee, noting some of the transition work on which the Committee is focused, including updates to its mandate and revisions to meeting structure.  She also referenced the presentations made at the open Committee meeting.  



Finance and Audit Committee

Mr. Thilly, Committee Chair, requested Board acceptance of the second quarter statement of activities. Upon motion duly made and seconded, the following resolution was approved:



RESOLVED, that the Board, upon recommendation of the Finance and Audit Committee, hereby accepts the NERC Second Quarter 2015 Unaudited Statement of Activities, as presented to the Board at this meeting.



Mr. Thilly summarized the proposed amendment to the Working Capital and Operating Reserve Policy, noting it responded to the FERC directive. Upon motion duly made and seconded, the following resolutions were approved:



RESOLVED, that the Board, upon recommendation of the Finance and Audit Committee, hereby approves the revised Working Capital and Operating Reserve Policy, as presented to the Board at the meeting.



FURTHER RESOLVED, that NERC management is hereby authorized to make the appropriate filings with ERO governmental authorities and take such further actions and make such further filings as are necessary and appropriate to effectuate the intent of the foregoing resolution.



Mr. Thilly summarized proposed banking resolutions that would designate a new authorized signatory and provide flexibility to change authorized signatories and adopt standard bank resolutions. Upon motion duly made and seconded, the following resolutions were approved:



WHEREAS, NERC has established bank accounts and credit facilities with PNC Bank, National Association (“PNC”); 



WHEREAS, PNC requires that the Board approve resolutions designating the authorized signatories on such accounts and credit facilities; and 



WHEREAS, the Board intends to designate such required signatories and to authorize management to approve on behalf of the Board such forms of resolutions as are required by PNC from time to time to designate such signatories and to otherwise evidence the corporate approval of the bank accounts and credit facilities with PNC; 



NOW, THEREFORE, BE IT RESOLVED, that the Board hereby designates the following authorized signatories for each banking or similar account NERC has with PNC:



Gerald W. Cauley
Michael Walker
Scott Jones
Susan Turpen



FURTHER RESOLVED, that the Board hereby designates the following authorized individuals to approve the advance of any funds under any credit facility with PNC:



Gerald W. Cauley
Michael Walker



FURTHER RESOLVED, that the each of NERC’s president and chief executive officer, chief financial officer and general counsel are hereby authorized to approve such forms of resolutions as are requested by PNC in connection with each bank account and credit facility to evidence the foregoing designations and such other matters as are necessary and appropriate to maintain the bank accounts and existing credit facilities with PNC, and upon such approval, such resolutions shall be included with the records of the actions of the Board and be deemed as approved by the Board.  



FURTHER RESOLVED, that each of NERC’s president and chief executive officer, chief financial officer and general counsel are authorized to take such other actions and execute such other documents as they deem necessary or appropriate to effectuate the foregoing resolutions. 



Enterprise-wide Risk Committee

Mr. Goulding, Committee Chair, reported that the Committee had met in closed meeting and received updates on the current year audit plan, activities related to prior audits, risk management activities and the work of the Compliance and Certification Committee. He noted that, in response to stakeholder input, the Committee is now posting its meeting agendas, audit work plans and the results of CCC sponsored audits of NERC. 



Standards Oversight and Technology Committee 

Mr. Peterson, Committee Chair, reported that the Committee continues to monitor the overall Information Technology plan, which is being well managed by staff.  Mr. Hawkins will replace Mr. Jaeger on the IT oversight group.  Mr. Peterson noted that the draft Reliability Standards Drafting Plan had been posted for stakeholder comment, and that the quarterly report received by the Committee at its recent meeting showed excellent progress against meeting FERC directives. 



Nominating Committee

Mr. Barber, Committee Chair, referenced his report at the MRC meeting. 



Closing Remarks

In his closing remarked, Mr. Gorbet noted the positive nature of these quarterly meetings, thanked the stakeholders for their policy input and thanked the MRC leadership for working with the Board to create useful forums for discussion and engagement during the meetings.   



Adjournment

There being no further business, and upon motion duly made and seconded, the meeting was adjourned. 



Submitted by,



Charles A. Berardesco

Corporate Secretary
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