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Nicholas Brown
Senior Vice President & Corporate Secretary

July 3, 2002

Mr. Gene Argo Ms. Trudy Harper Mr. Richard Spring
Ms. Kim Casey Mr. Quentin Jackson Mr. Al Strecker
Mr. David Christiano Mr. John Marschewski Mr. Larry Sur

Mr. Roland “Harry” Dawson Mr. Tom McDaniel Mr. Richard Verret
Mr. Michael A. Deihl Mr. Stephen Parr Mr. Gary Voigt

Mr. Dick Dixon Mr. J. M. Shafer

Mr. Jim Eckelberger Mr. Harry Skilton

Hello!

Enclosed is an agenda and background materials for our upcoming SPP Board of Directors
Meeting Tuesday, July 16, 2002, at the Dallas/Ft. Worth Airport Hyatt. The meeting will be
in Nova Room from 9:30 a.m. until 3:00 p.m.

As always, please call with any questions or comments. | look forward to seeing you all
again!

Take Care,

NAB:cr

Enclosure
cc: SPP Membership (via email)



Southwest Power Pool
BOARD OF DIRECTORS MEETING
Tuesday, July 16, 2002
Dallas/Ft. Worth Airport Hyatt Hotel - NOVA Room

-AGENDA-

8:30 a.m. — Continental Breakfast

9:30 a.m. — 3:00 p.m. — Meeting
1. ADMINISTrative [TEMS ... Mr. Al Strecker
2. FINaNnCial REPOI........ooeiiiii e e Mr. Tom Dunn
3. Employee Benefits Working Group Recommendation ................ccceeeeee.. Mr. J. M. Shafer
4. SPP/MAPP Reliability Task FOrce RepOrt........cccccvvvviiieiiiiiiiiiiiiiiins Mr. Ricky Bittle
5. SPP Tariff REPOIM ... Mr. Nick Brown
6. SPP/MISO Integration REPOIt........ccooiiiiiiiiiiiiei s Mr. Nick Brown
7. Operations REPOI ......ccuviuuiiiii it e e Mr. Carl Monroe
8. Joint and Common Market REPOIt ...........coooeiiiiiiiii e Mr. Carl Monroe
9. NERC REPOIM....eieiii e Mr. John Marschewski

10. Executive Session (If needed)

12, AQJOUINIMENT ... Mr. Al Strecker



Southwest Power Pool
BOARD OF DIRECTORS MEETING
Embassy Suites KCI, Kansas City, MO

May 7, 2002

- Summary of Action Items -
1. Approved minutes of the February 19, 2002 Board of Directors meeting as presented

and minutes of the March 1, 2002 teleconference meeting as presented.

2. Approved Engineering and Operating Committee recommendations to modify SPP
Criteria changes: Criteria 4, 5, 9, 10, and Appendix 3.

3. Approved proposed amendments to SPP bylaws and membership agreement for SPP

as a Regional Reliability Organization (RRO) following closing of the MISO/SPP
merger.



MINUTES NO. 80
Southwest Power Pool
BOARD OF DIRECTORS MEETING
Embassy Suites KCI, Kansas City, MO
May 7, 2002

Agenda Iltem 1 — Administrative ltems
SPP Chair Mr. Al Strecker called the meeting to order at 8:05 a.m. The following directors
were in attendance or represented by proxy:
Mr. Gene Argo, Midwest Energy, Inc.;
Mr. Greg Pakela, proxy for Ms. Kim Casey, Dynegy Marketing and Trade;
Mr. David Christiano, City Utilities of Springfield, MO;
Mr. Harry Dawson, OK Municipal Power Authority;
Mr. Gene Reeves, proxy for Mr. Michael Deihl, Southwestern Power Administration;
Mr. Dick Dixon, Westar Energy;
Mr. Jim Eckelberger, non-stakeholder director;
Ms. Trudy Harper, Tenaska Power Services;
Mr. Quentin Jackson, non-stakeholder director;
Mr. John Marschewski, Southwest Power Pool, Inc.;
Mr. Larry Sur, non-stakeholder director;
Mr. Stephen Parr, KS Electric Power Cooperative;
Mr. Ken Anderson, proxy for Mr. J. M. Shafer, Western Farmers Electric Cooperative;
Mr. Harry Skilton, non-stakeholder director;
Mr. Gerry Burrows, proxy for Mr. Richard Spring, Kansas City Power & Light;
Mr. Al Strecker, OG+E;
Mr. Richard Verret, American Electric Power; and
Mr. Ricky Bittle, proxy for Mr. Gary Voigt, Arkansas Electric Cooperative Corp.

There were 34 persons in attendance representing 17 members; no guests and no regulatory
agencies were present (Attendance List — Attachment 1). The Secretary received 5 proxy
statements (Proxies — Attachment 2). Mr. Strecker referred to the agenda (Agenda —
Attachment 3) and asked for any modifications to draft minutes of the February 19, 2002,
meeting or a motion for approval (02/19/02 Meeting Minutes — Attachment 4). Mr. Dawson
moved that the minutes be approved as presented. Mr. Reeves seconded this motion, which
passed unopposed. Mr. Strecker asked for modifications to draft minutes for the March 1,
2002, teleconference meeting or a motion for approval (3/1/02 teleconference minutes —
Attachment 5). Mr. Skilton moved that the minutes be approved as presented. Mr. Sur
seconded the motion, which passed unopposed.

Agenda Iltem 2 — Audit Report

Mr. Tom Dunn presented the SPP 2001 Audit Report (Audit Report — Attachment 6). Mr.
Dunn stated that SPP financial statements received unqualified opinion and pointed out
restated funds and highlights for 2001. Mr. Dunn confirmed that SPP had changed from
cash to accrual based accounting as reflected in the reversed revenue accrual figure. Mr.
Jackson moved to accept this report. Mr. Eckelberger seconded the motion, which passed
unopposed.




SPP Board of Directors
February 19, 2002

Agenda Item 3 — Engineering and Operating Report

Mr. Dick Dixon presented the Engineering and Operating Report (EOC Criteria 9
Recommendation — Attachment 7). Mr. Dixon requested Board of Director approval of
modifications to Criteria 9 incorporating the following language:

SPP shall develop and maintain a Regional Black Start Plan in accordance with NERC
Standards. The Regional Black Start Plan will be reviewed on an annual basis to
ensure the plan maintains its effectiveness and accuracy. It is the responsibility of
SPP Staff to review and update the plan as required and to bring such proposed
updates to the Security Working Group (SWG) for their review and approval. Any
proposed updates are to be submitted to the SWG no later than April 1.

Mr. Dixon moved to approve these changes. Mr. Christiano seconded this motion, which
passed unopposed. Mr. Dixon then presented SPP inadvertent balance adjustments
suggested to be in sync with NERC (Inadvertent Balance Adjustments — Attachment 8). This
imbalance was tracked back as far as 3% years and has been carried over from year to year.
Different accounting has been put into place to keep this imbalance from happening in the
future. Mr. Verret suggested this imbalance be reconciled before market based settlement
starts in May 2003 to avoid cash payment instead of payment in kind. It was decided no
Board action was necessary. Mr. Dixon stated that since September 11 the word “security”
is used referring to physical security. It is the recommendation of EOC to approve name
changes as accepted by NERC using “reliability” in place of “security” (EOC Criteria 4,5,9,10,
and Appendix 3 recommendations — Attachment 9). The Security Working Group is now the
Operating Reliability Working Group and Security Coordinator the Reliability Authority. Mr.
Dixon moved to approve these changes. Mr. Reeves seconded this motion, which passed
unopposed. Mr. Jim Eckelberger suggested more specificity for black start criteria and better
testing on a continuous basis.

Agenda Iltem 4 — Operations Report

Mr. Carl Monroe presented the Operations Report (Operations Report — Attachment 10).

Mr. Monroe touched on scheduling activities, TLR activity, transmission service, and the April
19, 2002 reserve sharing event.

Agenda Iltem 5 — Reliability Task Force Report

Mr. David Christiano presented the Reliability Task Force Report (RTF Report — Attachment
11). Mr. Christiano recognized and thanked Ms. Stacy Duckett for her help with documents
for Southwest Power Pool as a Regional Reliability Organization (RRO). The Bylaws and
Membership Agreement were distributed to the EOC, CPC, and membership for comment.
Draft copies were distributed in background material prior to the Board meeting. Mr.
Christiano presented the following amendments of the Bylaws for approval:

Section 8: Except for modifications to Sections 2.5, WITHDRAWAL, and 4.0,
BOARD OF DIRECTORS, these Bylaws may be amended, repealed, or added to in
the same manner as any other business before the SPP organizational structure,
culminating with approval of the Board of Directors. Sections 2.5 and 4.0 of these
Bylaws and the Articles of Incorporation may be amended, repealed, or added to only
by approval of the Membership.




SPP Board of Directors
May 7, 2002

Amended language for Sections 3.9 and 4.2.1: Generic change from “investor-
owned utility” to “transmission owning or operating utility”

Mr. Gerry Burrows noted a change for Section 3.1 from “Code of Conduct” to “Confidentiality
Agreement”. Mr. Christiano moved for the Board of Directors to approve the following
recommendation:

Move that the Board adopt the membership agreement and bylaws as printed in the
agenda subject to the proposed changes as presented (amendments in section 3.9,
4.2.1, & 8.0) and 3.1 change from “Code of Conduct” to “Confidentiality Agreement”.
The Board encourages the Reliability Task Force to pursue a consolidation with MAPP
RRO.

Mr. Burrows seconded the motion. Mr. Anderson moved to amend by striking the words “and
a regional transmission organization (RTO)” from Sections 3.1 and 3.2 in the membership
agreement. Mr. Parr seconded this motion, which passed with Mr. Verret in opposition. The
guestion was called for the original motion, which passed unopposed.

Agenda ltem 6 — SPP/MISO Integration Report

Mr. Brown presented the SPP/MISO Integration Report (Merger Update — Attachment 12).
Mr. Brown provided statistics of the scale of operation of NewCo, a vision statement, and
information on the current status. A FERC filing was made on March 29, 2002 and the
process of merger integration and staffing decisions are underway. Mr. Brown stated the
merger integration process included: functionality and systems, tariff, and team building.
Organization charts with locations will be distributed on May 8 and the complete staffing will
be completed by June 4.

Adjournment
With no further business, Mr. Strecker adjourned the meeting at 10: 50 a.m. and thanked
everyone for their participation.

Nicholas A. Brown, Corporate Secretary
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Employee Benefits Working Group
2002 Annual Expenses for
SPP Retirement Plan and Retiree Medical Benefit
Recommendation to the Board of Directors

BACKGROUND

The SPP Employee Benefits Working Group (EBWG) is charged to review and
recommend to the SPP Board of Directors the annual SPP Retirement Plan and
Retiree Medical Coverage expense.

In the 2002 approved budget, SPP budgeted to contribute $600,000 to the SPP
Retirement Fund, based on
adding 35 employees to the Funding History
staff in 2001 for a year-end

total of 113. The SPP g 1000

actuary computed the 2002 5 o] OMinimum Funding
minimum and  maximum ® 3 400 B Annual Contribution
contribution requirements at = 200 ] # Maximum Funding

$637,022 and $918,840
respectively. The
contribution  levels have
increased since last year for two reasons; (1) the investment return for 2001 was
—7.1% when level contributions assumed the assets earn 7.0% per year; (2) The
size of the group increased and as a percentage of covered salary, the
maximum contribution level has gone down since last year. The actuary is
recommending a 2002 plan contribution of as much as possible up to the
maximum to the SPP Retirement Plan for 2002.

1996
1998
2000
2002

The total liability, if the plan were terminated on January 1, 2002, is estimated to
be $2,157,000, which compares to assets of $1,808,000 on Dec 31, 2001.
During the year 2002 the employees are estimated to accrue additional benefits
of $600,000, therefore estimating the total liability of $2,757,000 at the end of
2002.

These numbers do not include the value of the subsidized early retirement
feature, which applies when an active employee retires after age 55. It does not
apply when an employee terminates before age 55. The current value of this
subsidy, assuming that it would apply to everyone who currently has ten or more
years of service, is about $1,000,000.

In 2001, the Board approved a contribution of $500,000 to the Plan. In two of
the previous five years, SPP contributed at the maximum tax-deductible limit.



In 1995, the Board of Directors approved

retiree medical coverage for the SPP Retiree Medical Coverage
employees who retire at their Normal Funding History
Retirement Date as defined in the SPP

Retirement Plan. The Board also 400,000

approved those employees of record on 300,000

January 1, 1996 (14 employees) could $ 200,000
retire early after the age of 55 with 100,000

medical benefits. Funding in previous 0§ 2 g g

years covered all SPP employees who - - =

retired at their normal retirement age.
The early retirement medical coverage was not specifically funded.

It is anticipated with the pending merger of SPP and the Midwest ISO this benefit
will be reduced to providing retiree medical coverage for just those fourteen
employees, when they retire, whether it be between the ages of 55 and 65 or at
their normal retirement age.

The SPP actuary computed the present value of medical benefits paid for those
fourteen employees before age 65 and after age 65 to total $1,518,503. This
computation is based on a 7% discount rate, and a 7% investment return on plan
assets, and retirement at age 65. The health care cost trend was assumed to
increase an average of 8% for 5 years and 5% thereafter.

In the 2002 approved budget, $396,000 is budgeted for retiree medical
coverage.

RECOMMENDATION

Approve the 2002 funding of $900,000 for the SPP Retirement Plan and
$300,000 for the retiree medical benefit for fourteen SPP employees.

Approved: Employee Benefits Working Group 07/15/2002

Action Requested: Approve Recommendation



To: SPP Board of Directors
From: Dave Christiano
Subject: RTF Progress report on SPP/MAPP Regional Reliability Organization

The SPP Reliability Task Force was established to insure continuity of the regional
reliability functions (RRO) of SPP following the MISO merger. Since all of the SPP’s
assets and liabilities are to be assumed by MISO there will be nothing left of SPP but a
paper corporation and no mandate for anyone to perform the traditional RRO functions.

The RTF’s charge was to develop a new set of By-Laws and a Membership Agreement
for a reconstituted SPP as an RRO; it's sole purpose of ten years ago. The Basic
Principles as adopted by SPP Board were:

= Ultimate goal is to re-merge RRO and RTO functions

= Stakeholder Board

= Contract with Resulting Company for services/no employees

= Ease of membership entry/exit

= Funded by an assessment

And the corresponding key functions were:

= Development and maintenance of regional reliability standards

= Fulfillment of regional responsibilities as delegated from NERC

* NERC and SPP standards compliance monitoring and enforcement
= Data gathering and reporting

» Reliability assessment

Some time before the SPP Board adopted the above, some SPP members were approached by
MAPP members with an interest to explore a possible consolidation of the two remaining
reliability organizations. The SPP Board approved the RTF's new By-Laws and Membership
agreement (as amended) at its May 7 meeting with the proviso that the RTF continue to work
with its MAPP counterparts to reach a mutually beneficial merger of the two RROs if possible.

Although the end goal was the same for both organizations, because of differences in the way
the MISO consolidations occurred (or were yet to occur for SPP) the joint group decided to put
aside things like people and location until at least a framework document could be developed.

For maximum efficiency, following several teleconferences and one face-to-face meeting, two
representatives (one from each organization) were selected to draft new By-Laws. They are
Ricky Bittle of Arkansas Electric Cooperative (for Gary Voigt) and Audrey Zibelman of
Excel/TRANSLInk. Although either organization’s documents were usable the group decided to
use the MAPP format of By-Laws and a simple membership application as a starting point.

The joint task force adopted the following guiding principles:
» The essential purpose of the new RRO is participating in the development North

Monday, July 1, 2002



To: SPP Board of Directors
From: Dave Christiano
Subject: RTF Progress report on SPP/MAPP Regional Reliability Organization

American reliability standards through the NAERO process, the establishment of
reliability standards that take account for regional differences, and implementing and
enforcing compliance with the North American and regional reliability standards.

* Balanced and inclusive stakeholder board

» Maximize participation by ease of membership and equitable funding

* Not-for-profit entity

* Flexibility in formation and dissolution of committees, subcommittees, and working
groups that provide advice to the governing stakeholder board

» Efficient and cost-effective transition from existing regional reliability council(s) to the
new reliability organization

* Organization portability, agility to evolve and change easily

» Belief that in the “end-state” the new RRO should cover “at least” the footprint of the
MISO/SPP RTO.

Due to expected differences, the joint task force agreed in principle to several ideas that

are not entirely consistent with those approved by the SPP Board prior to the joint effort.

These are summarized below:

1) Initial committees will include only a Reliability Committee and Compliance Working Group.
The Finance Working Group’s appointment will be left to the Board of Directors.

2) Membership will be broken into six sectors:

i) Transmission System Operators (three directors)

i) Generators and Power Marketers (two directors)

iii) Investor Owned Utility (five directors, two of which must be from small utilities)
iv) Cooperative and Public Utility District (two directors)

V) Municipal and Joint Action Agency (two directors)

vi) Federal Power Marketing Agencies/Canadian Crown Corporations (one director)

3) Voting (non-Board) will be by weighted sectors. Each sector has the same number of votes
as directors but cast together (winner take all) by a majority vote of the sector members.

4) Sectors may be added in the future if statutorily mandated. Sector changes require the by-
laws to be changed.

5) Alternates (rather than a proxy) are elected by sector.

6) State regulators may be members and participate fully but will be non-voting.

7) The Board will set the budget but the membership will have the ability to modify it with a 2/3
vote.

8) The Board will be given the power to hire staff or outsource any or all functions.

9) The RRO will remain at arms-length with the RTO with which it shares a footprint. Note: this
is a desire of the MAPP members and is at-odds with principles adopted by the SPP Board.
Certain MAPP members feel strongly that MISO (NewCo) will have more than enough to do
and it is important to separate function especially Compliance Monitoring.

10) Following final drafting and agreement of structure, an independent attorney will be retained

2

Monday, July 1, 2002



To: SPP Board of Directors
From: Dave Christiano
Subject: RTF Progress report on SPP/MAPP Regional Reliability Organization

to draft a consistent, legal document.

11) Funding of the RRO will be charged by a 20% fixed component and 80% variable
component based on “net energy for load.”

12) Members will pay all their own costs except for travel expenses:

i) For Directors to Board meetings;

i) For members representing the RRO;

iii) For members of the Compliance Working Group; and
iv) For other activities pre-approved by the Board.

13) Separate dispute resolution procedures for standards compliance issues. Standard
compliance issues will go through the Compliance Working Group and then to the Board.
All other disputes will use the NERC procedures.
14) The new RRO will be a Delaware Corporation.
15) Per John M. there will not be a naming contest for the new RRO %)
16) Organizational Standards will address adequacy.
17) There remains a question of filing with the FERC because of the authority to levy penalties.
18) Specific powers of the Members:
a. Election and removal of Board Members by votes of specific sectors.
b. Adopt, amend or repeal of the by-laws.
c. Termination of the corporation.
d. Modify the budget with a 2/3 vote

A rough draft of the By-Laws was distributed on June 26 and is currently being reviewed by the
joint Task Force.

The joint task force will hold a conference call on July 15" and has set a next meeting
date of August 6" in St. Louis.

Monday, July 1, 2002
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Ongoing proceedings currently before FERC:

Dkt. No. Docket Title Proceeding Type Status - Issues
ER02-1420 |SPP - MISO Merger Request for Approval to Merge Initial compliance filing made
July 1, 2002
ER02-1705 |Duke - Leavenworth Unexecuted Three-Party Generation | Additional information required
Interconnection Agreement not by FERC on purpose and
executed by SPP, WRI and Duke. nature of facilities modifications.
To be filed July 10. Generic
Rulemaking underway in Dkt.
No. RM02-1.
EL02-58 Public Service New 2.2 Renewal Complaint Motion to Intervene Out of Time
Mexico v. Arizona and Request for Rehearing
Public Service filed.
EL02-86 Exelon v. SPP 2.2 Renewal Complaint Order issued May 31, 2002 and
Rehearing Request filed.
EL02-89 Tenaska v. SPP 2.2 Renewal Complaint Order issued June 26, 2002
Request for Rehearing will be
filed.
EL02-95 Constellation v. AEP 2.2 Renewal Complaint SPP Answer to Complaint filed.
and SPP
ER02-709 |Tenaska - Coral - Service Agreement Dispute Settlement Discussions in

Kiowa Plant

Process.
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MI1SO-SPP MERGER
Weekly Update

May 10, 2002

These weekly updates are provided to the employees of MISO and SPP to keep you informed of the status
of the merger between the two companies. If there are specific questions or topics you would like to see
addressed, please email Stacy Duckett, sduckett@spp.org.

Merger Integration Project Continues

An organization chart (job titles and locations only) for NewCo was presented on Wednesday, May 8.
This chart is available on intranet sites at each location as are position descriptions. As announced, all
positions areto befilled by June 4.

NewCo Staffing Process Announced

The staffing process for NewCo was communicated via email on Wednesday, May 1. Note that if you
areinterested in adirector or manager position, you should indicate your interest by sending an e
mail to your HR department by midnight on May 12. The manager and director positionsto befilled
are those on the NewCo organization chart that was presented to employees on May 8. Please direct any
guestions you have about the process to any HR department representative or to an officer.

Common Calendar Now Available

The calendars on our respective web sites now include meeting dates and events for MISO and SPP.
Please check the calendar when planning meetings to avoid conflicts. We have members and customers
attempting to participate in many projects and meetings and need to schedule accordingly. Internal
calendars are also being updated to reflect NewCo events such as team building workshops. Asyou have
events to add to the calendar, please provide them to Susan Brown at SPP (sdbrown@spp.org) or Kelli
Williams at M1SO-Carmel (kwilliams@midwestiso.org).

Naming Contest M oves to Next Step
We're getting closer....

Team Building Sessions Continue
Team building sessionsfor all staff are in development and details will be announced soon. Thiswill be a
great opportunity to see the other |ocations and meet your new colleagues!

Working Together

Many departments have already been working together on various projects and integrating processes.
Several have been highlighted here-- if departments are already working together, other than the merger
integration project, please let us know!
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MI1SO-SPP MERGER
Weekly Update

May 17, 2002

These weekly updates are provided to the employees of M1SO and SPP to keep you informed of the
status of the merger between the two companies. If there are specific questions or topics you would
like to see addressed, please email Stacy Duckett, sduckett@spp.org.

Merger Integration and Staffing Continue

An organization chart for NewCo was presented on Wednesday, May 8. Thischart isavailable on
intranet sites at each location as are position descriptions. The staffing process for NewCo was
communicated viaemail on Wednesday, May 1. Director and Manager positions are to be filled by
May 20. All positions are to be filled by June 4. Please direct any questions you have about the process
to any HR department representative or to an officer.

Common Calendar Now Available

The calendars on our respective web sites now include meeting dates and events for MISO and SPP.
Please check the calendar when planning meetings to avoid conflicts. We have members and
customers attempting to participate in many projects and meetings and need to schedule accordingly.
Internal calendars are also being updated to reflect NewCo events such as team building workshops.
As you have events to add to the calendar, please provide them to Susan Brown at SPP
(sdbrown@spp.org) or Kelli Williams at MISO-Carmel (kwilliams@midwestiso.org).

Naming Contest Movesto Next Step
We're getting closer... redly...

Team Building Sessions Continue
Team building sessions for all staff are in development and details will be announced soon. Thiswill
be a great opportunity to see the other locations and meet your colleagues!

Working Together

Under the Network modeling group, staff from Little Rock, Carmel and St. Paul are working to
produce aviable state estimator model that will be used to run the new market operations system and
the Carmel Reliability Authority functions. This effort involves several staff members from each
location.

Many departments have already been working together on various projects and integrating processes.
Severa have been highlighted here-- if departments are already working together, other than the
merger integration project, please let us know!
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MI1SO-SPP MERGER
Weekly Update

May 24, 2002

These weekly updates are provided to the employees of M1SO and SPP to keep you informed of the
status of the merger between the two companies. If there are specific questions or topics you would
like to see addressed, please email Stacy Duckett, sduckett@spp.org.

Merger Integration and Staffing Continue

Director and Manager positions were announced on May 20. Position descriptions for all staff
positions are posted on internal web sites for review and consideration. All remaining positions are to
be filled by June 4. Please direct any questions you have about the process to any HR department
representative or to an officer.

Common Calendar Now Available

The calendars on our respective web sites now include meeting dates and events for MISO and SPP.
Please check the calendar when planning meetings to avoid conflicts. We have members and
customers attempting to participate in many projects and meetings and need to schedule accordingly.
Internal calendars are also being updated to reflect NewCo events such as team building workshops.
As you have events to add to the calendar, please provide them to Susan Brown at SPP
(sdbrown@spp.org) or Kelli Williams at MISO-Carmel (kwilliams@midwestiso.org).

Naming Contest Movesto Next Step
We're getting closer... redly...

Team Building Sessions Continue

Details regarding the team-building program were published May 17. Thistraining is designed to
strengthen our culture around the areas of integration and teamwork. Y our challengeisto do your part
to create a stronger organization. Thisis a great opportunity to see the other locations and meet your
colleagues. Visit the web site and register today! www.spp.org/NewCoWings

Working Together

Many departments have already been working together on various projects and integrating processes.
Severa have been highlighted here-- if departments are aready working together, other than the
merger integration project, please let us know!
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MI1SO-SPP MERGER
Weekly Update

May 31, 2002

These weekly updates are provided to the employees of M1SO and SPP to keep you informed of the
status of the merger between the two companies. If there are specific questions or topics you would
like to see addressed, please email Stacy Duckett, sduckett@spp.org.

FERC’sOrder on our Merger

On Thursday the Federal Energy Regulatory Commission (FERC) acted on arequest by the Midwest 1SO and
SPP to consolidate their tariffs. The Commission accepted the consolidation of the two tariffs when the merger
closes (on target for the end of the third quarter of thisyear). This order isthefirst in a series of federal and state
level regulatory requirements necessary for the merger to move forward.

Merger Integration and Staffing Continue

Position descriptions for all staff positions are posted on internal web sites for review and consideration. All
remaining positions areto be filled by June 4. Please direct any questions you have about the process to any HR
department representative or to an officer.

Common Calendar

Don't forget to check the common calendars on our respective web sites when planning meetings to avoid
conflicts. We have members and customers attempting to participate in many projects and meetings and need to
schedule accordingly. Asyou have eventsto add to the calendar, please provide them to Susan Brown at SPP
(sdbrown@spp.org) or Kelli Williams at M1SO-Carmel (kwilliams@midwestiso.org).

Naming Contest M oves to Next Step
We're getting closer... redly...

Team Building Sessons Commence

Details regarding the team-building program were published May 17. Thistraining is designed to strengthen our
culture around the areas of integration and teamwork. Y our challenge isto do your part to create a stronger
organization. Thisis a great opportunity to see the other locations and meet your colleagues. Visit the web site
and register today! www.spp.org/NewCoWings

Working Together

Many departments have already been working together on various projects and integrating processes. Severa
have been highlighted here-- if departments are already working together, other than the merger integration
project, please et us know!

Initial work has begun on the overal strategic plan for NewCo. The officer team is developing a strategic plan
that incorporates all phases of the business. Once the details have been analyzed, a summary will be rolled out
to staff. This plan will serve as everyone' s guide as we pursue the business objectives and growth opportunities
for NewCo.
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MI1SO-SPP MERGER
Weekly Update

June 7, 2002

These weekly updates are provided to the employees of M1SO and SPP to keep you informed of the
status of the merger between the two companies. If there are specific questions or topics you would
like to see addressed, please email Stacy Duckett, sduckett@spp.org.

Merger Integration and Staffing Continue
All positions were announced this week. We all have an important role in moving NewCo forward.
Congratulations to everyone!

Team Building Sessions Commence
Details regarding the team-building program have been published. New dates have been added. This
isagreat opportunity to see the other locations and meet your colleagues.

Visit the web site and register today! www.spp.org/NewCoWings

Common Calendar

Don't forget to check the common calendars on our respective web sites when planning meetings to
avoid conflicts. We have members and customers attempting to participate in many projects and
meetings and need to schedule accordingly. As you have eventsto add to the calendar, please provide
them to Susan Brown at SPP (sdbrown@spp.org) or Kelli Williams at MI1SO-Carmel
(kwilliams@midwestiso.org).

Naming Contest
We're getting closer... realy...

Working Together

Many departments have already been working together on various projects and integrating processes.
Severa have been highlighted here-- if departments are already working together, other than the
merger integration project, please let us know!
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MI1SO-SPP MERGER
Weekly Update

June 14, 2002

These weekly updates are provided to the employees of M1SO and SPP to keep you informed of the
status of the merger between the two companies. If there are specific questions or topics you would
like to see addressed, please email Stacy Duckett, sduckett@spp.org.

Merger Documents Distributed

SPP Members received the necessary documents this week to move forward with the merger. These
included awithdrawal agreement from SPP and the NewCo membership agreement. They have been
asked to execute the documents by early July.

Team Building Sessions Commence
Sign up for Wings classes! The deadlineto sign up isJune 18th! New dates have been added. This
isagreat opportunity to see the other locations and meet your colleagues.

Visit the web site and register today! www.spp.org/NewCoWings

Common Calendar

Don't forget to check the common calendars on our respective web sites when planning meetings to
avoid conflicts. We have members and customers attempting to participate in many projects and
meetings and need to schedule accordingly. As you have events to add to the calendar, please provide
them to Susan Brown at SPP (sdbrown@spp.org) or Kelli Williams at MI1SO-Carmel
(kwilliams@midwestiso.org).

Working Together

SPP Customer Service began training this week to assume responsibility for MISO Customer
Registration. The transition will occur over the coming weeks and is expected to expedite the
registration process greatly for new M1SO customers.

Many departments have already been working together on various projects and integrating processes.
Severa have been highlighted here-- if departments are already working together, other than the
merger integration project, please let us know!
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MI1SO-SPP MERGER
Weekly Update

June 21, 2002

These weekly updates are provided to the employees of M1SO and SPP to keep you informed of the
status of the merger between the two companies. If there are specific questions or topics you would
like to see addressed, please email Stacy Duckett, sduckett@spp.org.

Merger Integration Movesto Next Phase

The merger integration project is moving to the next phase. Mark Griffin (Carmel office) has been
charged with coordinating this effort. The first phase, conducted by Accenture, developed the
opportunities we have for consolidating the responsibilities of the functional areas of the company.
Mark will oversee the transition to full integration.

Reqister for Team Building Sessions
Sign up for Wings classes! The deadlineto sign up isJune 18th! Thisisagreat opportunity to see
the other locations and meet your colleagues.

Visit the web site and register today! www.spp.org/NewCoWings

Common Calendar

Don't forget to check the common calendars on our respective web sites when planning meetings to
avoid conflicts. We have members and customers attempting to participate in many projects and
meetings and need to schedule accordingly. As you have eventsto add to the calendar, please provide
them to Susan Brown at SPP (sdbrown@spp.org) or Kelli Williams at MI1SO-Carmel
(kwilliams@midwestiso.org).

Working Together

Many departments have already been working together on various projects and integrating processes.
Severa have been highlighted here-- if departments are aready working together, other than the
merger integration project, please let us know!
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MI1SO-SPP MERGER
Weekly Update

June 28, 2002

These weekly updates are provided to the employees of M1SO and SPP to keep you informed of the
status of the merger between the two companies. If there are specific questions or topics you would
like to see addressed, please email Stacy Duckett, sduckett@spp.org.

Merger Integration Movesto Next Phase

Mark Griffin (Carmel office) has been charged with coordinating the merger integration effort. The
first phase, conducted by Accenture, developed the opportunities we have for consolidating the
responsibilities of the functional areas of the company. Mark will oversee the transition to full
integration. Please respond to and assist Mark as requested to facilitate a smooth transition.

Reqgister for Team Building Sessions
Sign up for Wings classes! Thisis agreat opportunity to see the other locations and meet your
colleagues.

Visit the web site and register today! www.spp.org/NewCoWings

Common Calendar

Don't forget to check the common calendars on our respective web sites when planning meetings to
avoid conflicts. We have members and customers attempting to participate in many projects and
meetings and need to schedule accordingly. As you have eventsto add to the calendar, please provide
them to Susan Brown at SPP (sdbrown@spp.org) or Kelli Williams at MI1SO-Carmel
(kwilliams@midwestiso.org).

Working Together

Many departments have already been working together on various projects and integrating processes.
Severa have been highlighted here-- if departments are aready working together, other than the
merger integration project, please let us know!

A Market Operations Implementation Team has been devel oped for purposes of determining the plan
for this project, aswell as the migration to the Joint and Common Market with PIM. Several meetings
have been held to date with many more to come!

Duethe July 4 holiday therewill be no Update on July 5.
The next Update will be July 12.
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MISO PIM SPP

Achieving the Vision:
A Joint and Common Wholesale Energy Market

About the
Jointand Common Wholesale Energy Market

The Objective

The Midwest Independent Transmission System Operator, Inc. (MISO), PIM Interconnection, and
Southwest Power Pooal, Inc. (SPP) intend to move toward effective implementation of arobust,
non-discriminatory single energy market covering their collective regions. The goal isto create acommon
wholesale market with a* one-stop shop” that meets the needs of al customers and stakeholders using the
electric power grid in the 26 states, District of Columbia and the Canadian province of Manitoba. The
market will be developed through an open stakeholder process and will be designed to serve residents
regardless of whether they reside in states with bundled or unbundled retail rates.

Critical design features will include:

* Maintenance and improvement of system reliability

» Customer-oriented focus

» Clarity of market rules and operations

* Pricetransparency

* One-stop shopping for transmission service and energy products

* Simplicity for the user

*  Open network architecture that provides for growth, redundancy, security and flexibility for the future

* SAS 70 auditability and accountability to the customers

e Consistent and well-understood models that are aligned with the Federal Energy Regulatory
Commission's (FERC) vision for large, standardized markets

» Vauefrom geographic, resource and weather diversity

The actual administration of the market will be undertaken by M1SO and PIM (SPP is currently merging
with MISO) and will be designed to accommodate various business models including ITCs, public power,
municipal utilities and joint action agencies. The scope of the proposed combined markets include:

e 184,350 Megawatts peak load

o 203,508 Megawatts generating capacity

* 137,500 miles of transmission lines

* More than 300 members

* Morethan 30 million customers

The Process

Through the Single Market Design Forum stakeholders will develop and design * one-stop shopping.”
MISO, PIM and SPP embrace this stakeholder involvement and consider it a critical component in
achieving a comprehensive integration plan, aswell as valuable input for the FERC as it proceeds with its
Notice of Proposed Rulemaking on Standardized Market Design.

The process will begin with an initial Single Market Design Forum and continue through Forum and
working group meetings.

WWW.Miso-pjm-spp.com



NORTH AMERICAN ELECTRIC RELIABILITY COUNCIL

Princeton Forrestal Village, 116-390 Village Boulevard, Princeton, New Jersey 08540-5731

BOARD OF TRUSTEES MEETING HIGHLIGHTS

June 14, 2002
Chicago, lllinois

Organization Standards ¥ Approved the revised Organization Standards Process Manua (Version
2, dated May 16, 2002) for use by NERC and directed that approval of new Organization Standards will
commence using the we ghted-segment voting method defined in the revised Manual as soon as at least
seven segments have at least five registered entities each, and those segments have designated their two
representatives to the Standards Authorization Committee (SAC). Also directed NERC staff to actively
solicit regigration in the Registered Ballot Body of dl entities with a direct and materid interest in the
religbility of the bulk eectric systems of North Americathat meet the digibility criteria of one or more
defined segments; and to work with al segments to expedite the designation of their SAC representatives.

Transitional Process for Revising Existing NERC Operating Policies and Planning
Standards % Received areport on the proposed trangtional process for revisng existing NERC
Operating Policies and Planning Standards, which the Board will be asked to approve in writing, without a
meeting, after the proposed transtiond processis gpproved in July by the standing committees. The Board
encouraged the standing committees to move forward as quickly as possible with the development of new
Organization Standards using the new Organization Standards devel opment process.

NERC-NAESB Coordination ¥ Approved a Letter of Intent regarding communication and
coordination protocols between the North American Energy Standards Board and NERC and authorized
the NERC Chairman to findlize and co-sgn the Letter of Intent with the Chairman of NAESB.

FERC Standardization of Generator Interconnection Agreements and Procedures
NOPR %, Approved aresolution authorizing NERC to file commentsin response to the FERC notice
of proposed rulemaking on a pro forma generator interconnection agreement and interconnection
procedures. The Board directed the Planning Committee to take the lead in completing areliability
review of the proposed interconnection agreement and procedures, to file supplementa NERC
comments, and to work with FERC to resolve any substantive conflicts and incons stencies between
existing NERC rdiability standards and the proposed interconnection agreement and procedures.

Phone 609-452-8060 m Fax 609-452-9550 m URL www.nerc.com



Assisting FERC With Security Standards % Directed the Critical Infrastructure Protection
Advisory Group to assst the Federa Energy Regulatory Commission in drafting an initid set of practica
security standards for possible incluson in aNotice of Proposed Rulemaking expected & the end of July. In
giving this direction to the CIPAG, the Board noted its concern with the development of such standards
outside the NERC consensus standards devel opment process, but acknowledged its desire to cooperate
with FERC.

Security Guidelines for the Electricity Sector % Approved “ Security Guidelines for the Electricity
Sector” that are intended to assist the dectricity sector in responding effectively to a spectrum of threats.

Plan to Implement Public Key Infrastructure % Approved the project plan for the desgn and
implementation of a Public Key Infrastructure (PKI) for use in the dectricity industry contingent on favorable
discussion at the July Operating Committee meeting and approva by ERCOT and WECC of the recommended
Regiond cogt alocation.

ISN Conversion to IP & NERCNet Redesign Project % Approved the implementation and funding
for both the ISN Conversion to |P and the NERCNet Redesign Project.

Review of the Role of NERC Standing Committees % Approved aresolution directing the three
sanding committees to devel op recommendations on the scope, functions, organization, and representation
modd of the standing committees, cong stent with the Organization Standards Process and other industry
changes, and present these recommendations and an associated transition plan to the Board in October
2002 for further action. The Board aso asked for an opportunity to provide its input to this process as it
goes forward.

Operating Policies % Received areport on the status of severa proposed Operating Policy revisons that
were baloted by the standing committees since the last Board meeting, and which the Board will be asked to
gpprove in writing, without a meeting, once al comments have been addressed and the proposed revisions have
been reballoted.

Status on Development of ATC, TTC, CBM, and TRM Methodologies for Use by the
Midwest ISO % Received areport onthe ECAR, MAIN, MAPP and SPP review of the Midwest ISO’'s
single methodology for tota transfer cgpability (TTC) and available transfer cgpability (ATC) that appears to
meet the intent of the Regiond requirements for TTC and ATC determination. Progress has aso been made
toward the development of single methodologies for capacity benefit margin (CBM) and transmission reserve
margin (TRM), which will be reported to the Board by its October 2002 meeting.

Planning Standards % Approved the revised definitions for three of the four outstanding terms as used in
the Planning Standards: Radial Customer; Regiona Process; and User of the Interconnected Transmisson
Systems.

Antitrust Compliance Guidelines 3. Approved aresolution to adopt Antitrust Compliance
Guiddines and ingructed that these Guiddines be included in the agenda package for each meeting of every
NERC committee, subgroup, and other NERC-sponsored activity.



Bylaws Change to Reflect New Name for Western Systems Coordinating Council %
Approved aresolution to revise Article |, Section 1 of the NERC Bylaws to recognize the change in name of
the Western Systems Coordinating Council to the Western Electricity Coordinating Council and to
acknowledge the Western Electricity Coordinating Council’ s continuing responsbilities and obligations as a
Member of NERC.

Board of Trustees Committee Reports % The Finance and Audit Committee will work onan
investment policy for NERC. At the request of the Human Resources and Compensation Committee, the Board
approved the creation of a Benefits Plan Task Force to study NERC' s current plans and make
recommendations to the Board in February. The Corporate Governance and Nominating Committee will sart
the nomination process for Board of Trustees members whose terms expire in February 2003. It will dso
prepare an annua self-effectiveness questionnaire of the Board and report the results to the Stakeholders
Committee in February 2003. The Committee will aso develop a code of conduct for NERC.

Consent Agenda ¥ The Board approved:

= extending to June 30, 2003 the terms of those Standing Committee members whose terms are
scheduled to end on June 30, 2002;

= revised recommended membership dates for the Standing Committees;

» new members of the Stakeholders Committee;

= Druker, Rahl & Fein as recommended auditors for the Council’ s 2002 accounts,

=  minutes of the February 20, 2002 Board of Trustees meeting as submitted; and

= June 9-10, 2003 (M-T) in St. Louis, Missouri and October 9-10, 2003 (Th-F) in Washington, D.C.
as future meeting dates and locations.
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