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BEFORE THE PUBLIC UTILITIES COMMISSION OF NEVADA

Sierra Pacific Power Company d/b/a NV Energy (Electric)
Docket No. 24-03
2024 Deferred Energy Proceeding
Prepared Direct Testimony of

Vernon Taylor

1. Q. PLEASE STATE YOUR NAME, OCCUPATION, BUSINESS ADDRESS

AND PARTY FOR WHOM YOU ARE FILING TESTIMONY.

A. My name is Vernon Taylor. My current position is Director of Trading Operations
for Nevada Power Company d/b/a NV Energy (“Nevada Power”) and Sierra Pacific
Power Company d/b/a NV Energy (“Sierra” or the “Company” and, together with
Nevada Power, the “Companies”). My business address is 6226 West Sahara

Avenue in Las Vegas, Nevada. [ am filing testimony on behalf of Sierra.

2. Q. PLEASE DESCRIBE YOUR BACKGROUND AND EXPERIENCE IN THE

UTILITY INDUSTRY.

A. I have been employed by the Companies since 1991. My experience includes work
in Generation, Engineering and Construction, Resource Planning, Business and
Economic Development, Resource Optimization and Risk Control. From 2001 to
2010, I was the Manager of Short-term Analysis in the Resource Optimization
department where I led the development of short-term energy supply plans, trading
analytics and portfolio optimization activities in support of day-ahead and forward
transactions. From October 2010 through December 2017, 1 served as the
Company’s Director of Risk Control with responsibility for all aspects of the Risk
Control function as detailed in the Companies’ risk policies and procedures. In

December 2017, I returned to the Resource Optimization business unit in the role
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of Director of Market Analytics. In June 2023, I accepted the position as the
Director of Trading Operations in the Companies’ Resource Optimization
department. A Statement of Qualifications providing further detail on my education

and professional background is attached as Exhibit Taylor-Direct-1.

3. Q. PLEASE DESCRIBE YOUR RESPONSIBILITIES AS DIRECTOR OF

TRADING OPERATIONS.

A. As Director of Trading Operations, my responsibilities include the economic
scheduling of generating facilities, the optimization of power supply resources
pursuant to a Joint Dispatch Agreement (“JDA”), real-time power trading, and the
portfolio optimization of Participating Resources stemming from the Companies’
active participation in the Western Energy Imbalance Market (“WEIM”) that is

operated by the California Independent System Operator (“CAISO”).

4. Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC

UTILITIES COMMISSION OF NEVADA (“COMMISSION”)?
A. Yes. I have previously testified in proceedings before the Commission, most

recently in Docket Nos. 23-03005 and 23-03006.

5. Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A. I describe and support the Company’s portfolio optimization of Participating
Resources through active participation in the WEIM for the 12-month period
ending December 31, 2023 (the “Deferral Period”). I also describe and support the
Company’s optimization of energy supply resources under the JDA for the Deferral
Period. I describe and support the Company’s calculation of benefits from WEIM

transactions for the Deferral Period. I also support the Company’s forward sales of
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wholesale electricity. Additionally, I describe and support the economic dispatch
of the Company’s generating assets during the Deferral Period. Finally, I describe
and support activities performed as part of the Company’s compliance with
Commission orders from previous dockets related to wear and tear costs associated

with joint dispatch, WEIM, and heat rate call options.

6. Q. ARE YOU SPONSORING ANY EXHIBITS?
A. Yes. [ am sponsoring the following Exhibits:
Exhibit Taylor-Direct-1 Statement of Qualifications
Exhibit Taylor-Direct-2 CAISO EIM Benefit Methodology (Q1 2021)
The Resource Optimization Organization
7. Q. WHAT IS THE ROLE OF THE RESOURCE OPTIMIZATION
DEPARTMENT?
A. The Resource Optimization department is responsible for the short-term (less than
three years) purchase and sale of electric power, fuel, and financial products for the
Companies, as well as the appropriate and efficient scheduling and optimization of
the Companies’ supply portfolio. Products are purchased and sold in accordance
with the Commission approved Energy Supply Plans (“ESP”) or ESP updates, and
other governing documents (e.g., Commission stipulations and orders, and
corporate policies and manuals). Resources are adjusted continuously based on
many factors, including changes in expected load, system and market conditions,
and system reliability needs. The Companies layer in purchases and sales over time,

beginning a year or more prior to the delivery period and continuing until the hour

of delivery.

Taylor-DIRECT 3

Page 5 of 238




Nevada Power Company

and Sierra Pacific Power Company

d/b/a NV Energy

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

10.

HOW DO RELIABILITY CONSIDERATIONS AFFECT THE
COMPANY’S ACTIVITIES?

As Kim Whetzel explains in her testimony, short-term energy transactions or
adjustments to planned transactions may be made in order to maintain the reliability
of the system. Moreover, system conditions may require the Company to dispatch

generating units in a specific manner, regardless of economics.

WHY IS IT NECESSARY TO OPTIMIZE RESOURCES
CONTINUOUSLY?

The Company must continuously match supply and demand on its electric system,
and the Company strives to do so in the most cost-effective manner. The
Company’s optimization procedures recognize the uncertainty not only in system
conditions (e.g., planned or unplanned outages of generating plants or transmission
facilities) but also in regional energy markets organized across different
commodities, locations, and trading timeframes. As conditions change and new
information becomes available, the Company takes appropriate steps to balance
supply and demand - buying and selling resources as appropriate, to account for
changes in load, cost, volatility, reliability, and other commercial or technical

factors.

HOW DOES THE COMPANY BEGIN TO OPTIMIZE ITS RESOURCES
MONTHS BEFORE DELIVERY?

The Company evaluates its capacity and energy positions for future months by
taking into account planned unit outages, available resources, forecasted system
loads, and forecasted reserve requirements. As approved in the Company’s ESP

and ESP updates, Docket Nos. 21-06001, 22-09002, and 23-09003 respectively, the
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11.

Company employs a power procurement laddering strategy to address capacity or
energy short positions. If the evaluation shows that the Company is expected to be
long in capacity in a specific period - for up to three future gas seasons - the
Company may issue a Reverse Request for Proposal (“RRFP”) to sell energy
products or heat rate call options for capacity that is not expected to be needed to

serve load.

Similarly, the Company acquires physical gas for future delivery months through
laddered transactions across months or seasons when permitted by a Commission-
approved ESP or ESP updates. As forecasts are updated, procurement targets are
adjusted. In addition to the laddering strategy, on a monthly basis the Company
evaluates its physical and financial gas portfolio for the current season and beyond;
it then adjusts the portfolio as appropriate, depending on the difference between
procurements and forecasted requirements as well as the number of transaction

opportunities remaining.

HOW DOES THE COMPANY OPTIMIZE ITS RESOURCES DAYS
BEFORE DELIVERY?

On a daily basis, the Company forecasts the energy position and owned generation
costs for the scheduling day. Owned generation costs are compared to energy
market prices to identify and capture opportunities for mitigating the cost of
providing electric service to the Company’s customers. The Company’s power
traders determine energy market prices in real time by communicating with other
power traders and by monitoring trading platforms. If the power market price is
below the cost of owned generation, the Company’s power traders purchase energy

to reduce the cost to serve customers. If the market price is above the cost of owned
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generation not needed to serve load, the Company’s power traders may make sales
for the benefit of customers. The execution of a purchase or sale depends on
economic and reliability considerations, such as transmission cost or availability;
fuel cost or availability; owned generation unit flexibility for ramping up or down;

or other commercial or technical factors.

12. Q. HOW DOES THE COMPANY OPTIMIZE ITS RESOURCES HOURS
BEFORE DELIVERY?

A. On the day of delivery, the Company continues to compare owned-generation cost
to energy market prices in order to identify and capture opportunities to reduce the
cost of providing electric service to customers. The Company also optimizes fuel
resources not needed to serve load by making sales, when possible, to reduce the

overall cost of providing electric service.

Economic Utilization of Company Generation

13. Q. DID THE COMPANY APPROPRIATELY AND EFFICIENTLY UTILIZE
ITS GENERATION RESOURCES TO REDUCE THE OVERALL COST OF
PROVIDING ELECTRIC SERVICE TO ITS CUSTOMERS DURING THE
DEFERRAL PERIOD?

A. Yes. The Company deployed its generation resources appropriately and efficiently,
supplementing such internal resources as appropriate to serve customers, meet
obligations, and mitigate costs to our customers when market power costs were
more favorable than the costs to run the Company’s owned generation. Ryan
Atkins’ prepared direct testimony includes the power and gas transactions that were

entered into either immediately before or during the Deferral Period, and which
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14.

15.

16.

also flowed during the Deferral Period. These transactions were entered into by the

Company during the current and subsequent or “prompt” month.

DID THE COMPANY ENGAGE IN ANY CONTINUOUS PERFORMANCE
IMPROVEMENT ACTIVITY AS PART OF ITS RESOURCE
OPTIMIZATION EFFORTS?

Yes. The Company continued to implement a post-analytics process to review its
market operations and trading activities in order to identify opportunities for

process improvement related to resource optimization activities.

PLEASE EXPLAIN WHY THE COMPANY ENGAGES IN POST-
ANALYSIS.

The Company believes that performing an after-the-fact review of its market
operations and trading activities provides learning opportunities for its personnel
engaged in those resource optimization activities, potentially leads to process
improvement opportunities, and may be useful in establishing future performance
targets. The Company believes that opportunities for process improvements to its

resource optimization activities are also opportunities to save money for customers.

PLEASE DESCRIBE THE TYPES OF POST-ANALYSES THAT THE
COMPANY PERFORMS AS PART OF ITS CONTINUOUS
PERFORMANCE IMPROVEMENTS.

The Company makes an after-the-fact determination on the economic benefits of
sales and purchases, load forecasts, natural gas actuals versus natural gas windows,
solar forecasts, and WEIM resource sufficiency tests. These results are reviewed

with our real-time operating personnel. For example, we analyze WEIM resource

Taylor-DIRECT 7

Page 9 of 238




Nevada Power Company

and Sierra Pacific Power Company

d/b/a NV Energy

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

17. Q.

sufficiency test failures and provide feedback to the GenDesk on how best to ensure
passing the tests in the future. This analysis has led to progressive improvements in
our passing rate. The inability to pass the tests, freezes our WEIM transfers at the
previous hours’ level for the intervals that were failed, preventing us from
participating in the market. While a higher pass rate allows us to maximize our
potential WEIM benefits. It is important to emphasize that these after-the-fact

comparisons and determinations are not assessments of prudence.

PLEASE EXPLAIN WHY THESE ANALYSES ARE NOT APPROPRIATE
FOR ASSESSING PRUDENCY.

As Eugene T. Meehan and Kurt Strunk explain in their respective prefiled direct
testimonies, the standard for what constitutes prudency is determined from an
analysis of the range of options available at the time the decision was made, judged
in light of the circumstances, information and options available at the time, without
the benefit of hindsight. Post-analysis necessarily relies on information and options
that were not available at the time the Company made its optimization decision.
Because post-analysis relies on hindsight, one cannot use post-analysis to assess

the prudence of the Company’s optimization and dispatch activities.

Joint Dispatch Agreement

18. Q. WHAT IS THE PRIMARY PURPOSE OF THE JDA?

A. The primary purpose of the JDA is to provide a contractual basis for the joint
dispatch of the power supply resources of both Nevada Power and Sierra to
efficiently and effectively serve the customers of both Companies. The JDA
provides a mechanism to leverage the diverse portfolio of power supply resources
of both Companies for the benefit of all customers.
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19.

20.

PLEASE DESCRIBE HOW THE COMPANY PERFORMS JOINT
DISPATCH OPTIMIZATION.

The Company forecasts the native load requirements for both Nevada Power and
Sierra. These native load requirements are inputs into a short-term optimization
production cost model along with commercial and technical factors such as fuel
price, generation availability, contractual obligations, and transmission availability
over the One Nevada Transmission Line (“ON Line”). The Company then uses the
production model to forecast its energy position and owned generation costs of the
combined resource portfolio for the relevant upcoming period (e.g., the next day).
These costs are then compared to market alternatives. If the market price is below
the cost of the owned combined generation portfolio, the Company purchases
energy to reduce the cost to serve the combined native load. Similarly, if the market
price is above the cost of the owned combined generation portfolio, the Company
seeks opportunities to make economic sales to benefit the native load customers of

both Nevada Power and Sierra.

PLEASE EXPLAIN HOW VARIABLE OPERATIONS AND
MAINTENANCE (“VOM”) COSTS ARE RECOVERED FROM THE
RESPECTIVE UTILITY (E.G.,, NEVADA POWER RECOVERS VOM
FROM SIERRA AND VICE-VERSA) THROUGH THE JOINT
DISPATCHING COST ALLOCATION.

The JDA provides for transfer payments between Nevada Power and Sierra to
compensate each company for its respective VOM costs attributable to the energy
transferred between the Companies. The transfer payment captures the production
cost difference between what each company would have incurred through

standalone dispatch as compared to what each company incurred through joint
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21. Q.

dispatch. This production cost difference includes VOM expenses either company
incurred from operating its generating units to serve the other company. Stated
differently, if Nevada Power’s generating units increased its production to serve
Sierra, then the increased production costs incurred by Nevada Power would be
captured in the production cost difference and resultant transfer payment between
Sierra and Nevada Power. The transfer payment is the mechanism that allows each

company to recover its respective VOM costs.

PLEASE EXPLAIN TO WHAT EXTENT THE CAPITALIZED COSTS
ASSOCIATED WITH GENERATION MAINTENANCE ARE USED IN
DETERMINING JOINT DISPATCH OPTIMIZATION AND COST
ALLOCATION.

As further explained below in Q&A 33, capitalized maintenance costs are not

utilized in the joint dispatch optimization and cost allocation.

Energy Imbalance Market

2. Q.
A.

BRIEFLY DESCRIBE THE WEIM.

The WEIM is an expansion of the CAISO’s real-time market enabling economic
dispatch of inter-regional resources throughout the WEIM footprint to efficiently
manage imbalances caused by variations between forecast and actual energy (both
load demand and generation production) within the operating delivery hour. The
WEIM leverages geographic diversity of regional supply and demand portfolios to
manage imbalances more efficiently, which each Balancing Authority (“BA”)
previously managed through stand-alone dispatch of resources owned or controlled
within each individual Balancing Authority Area (“BAA”). The WEIM also

facilitates economically efficient transactions between BAAs.
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23.

24.

PLEASE DESCRIBE RESOURCE OPTIMIZATION’S ROLE IN THE
COMPANIES’ WEIM PARTICIPATION.

Resource Optimization serves as the Companies’ Participating Resource
Scheduling Coordinator (“PRSC”). As such, Resource Optimization performs a
myriad of WEIM related workflows including, but not limited to reporting
generation outages or changes in availability from the Companies’ WEIM
Participating Resources; submitting economic bids for WEIM purchase and sale
transactions; providing forecast and operating data such as native load obligations
and interchange schedules; and submitting resource plans (or “base schedules™) of

how the Companies plan to economically serve native load obligations.

PLEASE DESCRIBE THE DAILY MARKET OPERATIONS FUNCTIONS
THAT RESOURCE OPTIMIZATION PERFORMS AS A PRSC.

First, it is important to note functions within Resource Optimization that were not
affected by the WEIM. The WEIM does not affect portfolio optimization activities
beyond the real-time market operating horizon, such as day-ahead and forward
operational planning and forward purchase and sales transactions. Resource
Optimization continues to execute those functions independent of the WEIM with
some modifications to communication protocols related to outage notification and
communication of forecast data. Additionally, the WEIM does not alter or
otherwise conflict with the Companies’ BA functions of ensuring resource
adequacy, reserve obligations, reliable dispatch of generation, or compliance with
reliability standards to meet the Companies’ native load and other non-WEIM
obligations. Resource Optimization continues to develop operational plans that

factor in these reliability constraints as further described below.
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25.

The real-time market functions associated with a PRSC begin with the development
of a balanced schedule. The balanced schedule represents Resource Optimization’s
economic resource plan for the optimization of the Companies’ power supply
resources to meet native load requirements, operating reserve requirements, and
any pre-existing obligations (e.g., wholesale bilateral transactions with third
parties). Resource Optimization submits this balanced schedule to the Transmission
Organization (i.e., the WEIM Entity) up to 57 minutes prior to the operating
delivery hour (“T-57"). These balanced schedules serve to advise the WEIM Entity
(also the BA) of the PRSC’s economic resource plan for the operating delivery
hour. The BA, in its capacity as the WEIM Entity, makes necessary modifications
to these advisory schedules between T-57 and up to 40 minutes prior to the
operating delivery hour (“T-40") to ensure the reliable and safe operations within
the Companies’ BAA. At T-40, these advisory schedules, as modified by the WEIM
Entity, become financially-binding “base schedules” from which the CAISO will

assess imbalance charges or payments for any deviations.

ISIT REASONABLE TO ASSUME THAT THERE WILL BE DEVIATIONS
FROM THE BASE SCHEDULE IN EVERY HOUR?

Yes. It is inherent to all operating circumstances for there to be continuous
variations between forecasted and actual operating conditions, which the WEIM
refers to as deviations from the base schedule. This operating phenomenon,
imbalance, existed prior to the Companies’ participation in the WEIM and was
recognized as a service that the Companies provided their customers (both retail
and Federal Energy Regulatory Commission jurisdictional) to account for
deviations between scheduled and actual energy (both load demand and generation

production). For certain non-native load customers, the Companies’ Transmission
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26.

Organization issues bills for the provision of imbalance service under its federally-
approved Open Access Transmission Tariff (commonly referred to as the
“OATT”). The Companies’ participation in the WEIM does not alleviate the BA’s
obligation to provide this service to customers. Instead, the Companies’
participation in the WEIM merely adds transparency to the provision of this service
to customers through market invoices and settlement statements. Lastly, the
Companies’ participation in the WEIM does not change the underlying factors
which lead to deviations from forecast and actual operating conditions. Rather, it is
the existence of this inherent characteristic of operating an electric system that is
the foundation of the WEIM market design and the portfolio optimization
opportunities realized through Resource Optimization’s submittal of economic bids

and resulting WEIM transactions.

PLEASE DESCRIBE RESOURCE OPTIMIZATION’S PROCESSES
RELATED TO THE SUBMITTAL OF ECONOMIC BIDS AND WEIM
TRANSACTIONS.

As described above, Resource Optimization continues its prior practice of
developing a balanced schedule representing the economic optimization of the
Companies’ power supply resources to serve native load requirements, operating
reserve requirements, and other pre-existing obligations (e.g., bilateral transactions
with third parties). This balanced schedule reflects the outcome of other portfolio
optimization activities that have not changed as a result of WEIM operations. These
activities involve the forecasting of native load requirements, the production cost
modeling of commercial and technical factors such as fuel price, generation
availability, contractual obligations, and transmission availability over the ON

Line, the market comparison of owned generation costs and the capturing of market
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opportunities through bilateral transactions, and the joint dispatch of the combined

resource portfolios of both Companies.

This balanced schedule is the basis for Resource Optimization’s economic bid
submittal for potential transactions. Meaning, the Companies’ balanced schedule
also serves to identify both utility resources that are eligible to be dispatched by the
WEIM and at what bid ranges Resource Optimization will utilize to submit

economic bids for those Participating Resources.

Based on the anticipated utilization of resources to serve native load and other non-
WEIM obligations, Resource Optimization’s real-time power traders submit
economic bid ranges. The bid ranges primarily reflect an incremental or
decremental change in resource production levels that the Companies voluntarily
provide as resources that will respond to a market dispatch instruction by the
CAISO. The CAISO refers to such market dispatch as instructed imbalance energy
awards, which are awards to sell into or remove from the market offered megawatts

and are considered to be sales and purchases in the WEIM.

27. DID THE COMPANY PERFORM THESE WEIM FUNCTIONS IN A
REASONABLE MANNER?
Yes, Resource Optimization’s implementation of market operational workflows
associated with outage management, submissions of forecast data (e.g., base
schedules), and submission of economic bids enabled the Company to perform
WEIM functions in a reasonable manner.
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28.

PLEASE DESCRIBE THE COMPANY’S METHODOLOGY FOR
ASSESSING BENEFITS ATTRIBUTED TO THOSE TRANSACTIONS.

It is important to note and as stated above that these transactions occurred sub-
hourly (in both five and 15-minute trading intervals). Due to the heavy
computational burden associated with this granular level of data, it is not technically
feasible to execute production cost model studies from which comparison cases
could be made between an actual and a counterfactual case. Rather, the Companies’
production cost software has been configured to enable after-the-fact
determinations of economic benefits derived from purchase and sale transactions
by comparing the sub-hourly costs of WEIM participating resources to sub-hourly
transactions (five and 15-minute market awards). This provides a direct comparison
of the affected resource’s cost to the affected resource’s market awards with

comparable granularity.

Through this assessment, a transaction provides an economic benefit if it results in
either an avoided costs savings or a positive sales margin. For example, if the five-
minute decremental price of a given resource was $30/MWh and the WEIM
purchase transaction during that same transaction interval was $25/MWh, then the
transaction saves the Companies’ customers $5/MWh by avoiding the production
costs associated with producing energy of an equivalent amount to the WEIM
transaction (avoided costs savings). Likewise, if the incremental cost of a given
resource was $30/MWh and the WEIM sales transaction was $37/MWh, then the
transaction provides the Companies’ customers with economic benefits of $7/MWh
by capturing the marginal price difference between the Companies’ production
costs and the WEIM sales transaction of an equivalent amount of energy (positive

sales margin).
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29.

30.

The Companies performed this analysis for all WEIM transactions in the Deferral
Period to determine economic benefits realized on behalf of its customers through

active participation in the WEIM.

WHAT WERE THE OUTCOMES OF THIS TRANSACTIONAL BENEFIT
ANALYSIS?

The analysis indicates that the Companies’ customers have realized $279.1 million
of transactional benefits from participating in the WEIM since entering the market
in December 2015, of which $73.7 million was realized by Sierra’s customers.
During the Deferral Period, the Companies’ benefits were approximately $75.7

million, of which approximately $20.9 million was realized by Sierra’s customers.

It is important to note that the Companies’ calculation of transactional benefits
utilizes market data from the CAISO that is subject to change. Such changes are
consistent with the CAISO market settlement timelines and not controllable by the
Companies. As such, the transactional benefits contained in this testimony may
differ from benefits previously reported to the Commission and may again differ in

future benefit estimates that the Company reports to the Commission.

IS IT REASONABLE TO ASSUME THAT ALL WEIM TRANSACTIONS
WILL HAVE POSITIVE BENEFITS?

No. Like non-WEIM transactions, a WEIM transaction always has the potential to
have negative economic results when assessed after-the-fact. Such instances are
attributed to inherent changes between forecast and actual operating conditions
which occurred during the operating hour such as variances in load and resource

production.
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31.

32.

SHOULD AN AFTER-THE-FACT ECONOMIC DETERMINATION OF
TRANSACTIONAL BENEFITS WEIGH IN THE ASSESSMENT OF
PRUDENCY FOR WEIM TRANSACTIONS?

No. For the reasons previously described in Q&As 16 and 17, it is again important
to emphasize that after-the-fact comparisons and determinations are not
assessments of prudence. As Mr. Meehan and Mr. Strunk explain in their respective
testimonies, the standard for what constitutes prudency is determined from an
analysis of the range of options available at the time the decision was made, judged
in light of the circumstances, information and options available at the time, without
the benefit of hindsight. As with similar post analysis efforts, after-the-fact
assessments of economic benefits stemming from WEIM transactions necessarily
rely on information and options that were not available at the time the Company
made its optimization decision. Because it relies on hindsight, one cannot use it to
assess the prudence of the Company’s optimization and dispatch activities in the

WEIM.

DOES THE CAISO PERFORM AN INDEPENDENT ANALYSIS OF THE
COMPANIES’ BENEFITS ATTRIBUTED TO THEIR WEIM
PARTICIPATION?

Yes. At the writing of this testimony, the CAISO published reports indicate that
customers within the Companies’ Balancing Authority Area (“BAA”) realized
$455.3 million of benefits since December 2015. For the Deferral Period, the
CAISO reports that customers within the Companies’ BAA realized $176.1 million
of benefits. The CAISO benefit report does not include a breakdown of benefits

specific to Sierra.
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33.

WHAT ARE UNDERLYING CAUSES FOR THE DIFFERENCES
BETWEEN THE COMPANIES’ BENEFIT RESULTS AND THE RESULTS
REPORTED BY THE CAISO?

Differences between the CAISO and the Companies’ benefit results are attributed
to varied approaches for measuring economic benefits. As described above, the
Companies’ benefit analysis measures economic benefits of transactions due to
avoided cost savings (WEIM purchases) and marginal production cost differences
(WEIM sales). Further, the Companies’ transactional benefit analysis focuses
solely on benefits attributed to the Companies’ native load customers from their

participating WEIM resources.

The CAISO’s analysis is intended (in part) to capture economic benefits of actual
versus counterfactual dispatch and net interchange transfers. In doing so, the
CAISO’s analysis includes additional benefits that are not currently included in the
Companies’ transactional benefit analysis. More specifically, the CAISO’s analysis
captures benefits from addressing load imbalances and from the optimization of
base schedules by the Market Operator. Additionally, the CAISO’s benefit analysis
is representative of all customers within the Companies’ BAA not just native load.
Together, the CAISO’s methodology provides a more inclusive approach of
measuring benefits with potential for higher magnitudes than the Companies’
transactional benefit analysis. A more detailed description of the methodology that
the CAISO utilizes to calculate WEIM benefits is provided in Exhibit Taylor-
Direct-2, which describes the methodology that the CAISO utilized for reporting
the WEIM benefits for the 2023 Deferral Period.
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34.

IN COMPLIANCE WITH THE COMMISSION’S ORDERS FROM
DOCKET NOS. 16-03003 AND 17-03001, PLEASE DESCRIBE THE
COMPANY’S CONSIDERATION OF COSTS ASSOCIATED WITH WEAR
AND TEAR OF GENERATING UNITS IN THE PRICING OF ALL
WHOLESALE TRANSACTIONS INCLUDING BUT NOT LIMITED TO
TRANSACTIONS ASSOCIATED WITH JOINT DISPATCH, WEIM AND
HEAT RATE OPTIONS.

The answer to the above question will be addressed in three parts. First, in reference
to joint dispatch, the Company has not identified any circumstances in which a
generating unit owned by Sierra was committed and used solely for the purpose of
serving Nevada Power’s customers. As such, the Company’s actual operating
experience did not indicate that a change was warranted to add capital operating
and maintenance costs for wear and tear of generating units related to unit start-ups.
The Company, therefore, continues to utilize non-capital variable generation
operation and maintenance costs in its wholesale transactions associated with joint

dispatch.

Second, for WEIM transactions, the Company’s bid price utilized for WEIM
transactions includes capital operating and maintenance costs associated with
generation unit starts. In doing so, the Company receives payments from the
CAISO that are intended to reimburse the Company for circumstances in which the
Companies’ generating units are committed and used solely for the purpose of
completing WEIM transactions. The Company’s actual operating experience
indicates that its current pricing of wholesale transactions in the WEIM provides
an appropriate mechanism for recovering costs associated with wear and tear of

generating units from unit start-ups. The Company intends to continue utilizing the
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capital operating and maintenance costs associated with generation units starts by

the WEIM Market Operator.

Third, with regard to heat rate options, the Company has not identified any
circumstances in which a generating unit owned by Nevada Power was committed
and used solely for the purpose of serving a heat rate option sale transaction. As
such, the Company’s actual operating experience did not indicate that a change was
warranted to add capital operating and maintenance costs for wear and tear of
generating units related to unit start-ups. The Company, therefore, continues to
utilize non-capital variable generation operation and maintenance costs in its

wholesale transactions associable with heat rate call options.

Forward Sales of Wholesale Electricity

DID THE COMPANY SEEK TO MAKE FORWARD SALES DURING THE
DEFERRAL PERIOD?

No. The Company did not seek to make forward sales during the Deferral Period.
There are several reasons the Company did not seek forward sales through the
RRFP process. Over the last several years, the Company was not seeing a strong
response from its forward sales trading activity. Feedback from counterparties was
that the amount of solicitations was simply becoming overwhelming and the RRFP
was not a priority. In addition, with the growth of the WEIM, western
counterparties are primarily focused on maximizing their profits in the WEIM and
not in the forward market where risks are higher. As evidenced by the WEIM
benefits, the Company has been able to provide significant benefits to customers

by maximizing participation in the WEIM.
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36. Q.

A. Yes.

Taylor-DIRECT
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QUALIFICATIONS OF WITNESS

Vernon W. Taylor
Director, Trading Operations
6226 West Sahara Ave.
Las Vegas, NV 89151-001
(702) 402-5864

Employment History

NV Energy, Las Vegas, NV
Director, Trading Operations — Resource Optimization
June 2023 — Present

Lead the functions related to the hourly economic unit commitment and economic
dispatch planning used to serve the Companies’ native load requirements.
Oversee the functions related to the Companies’ real-time participation in the
California Independent System Operator’s Energy Imbalance Market.

Oversee the real-time power trading function.

NV Energy, Las Vegas, NV
Manager, Portfolio Analytics — Resource Optimization
April 2021 — May 2023

Oversaw functions related to the optimization of energy supply resources from
month-ahead planning to forward optimization, forward purchases, and forward sales
transactions.

Managed the development and execution of strategies to optimally dispatch the power
portfolio and sell surplus capacity and energy.

Oversaw the development of trading analytics and commercial operations trading
support for energy marketing and origination.

NV Energy, Las Vegas, NV
Director, Market Analytics — Resource Optimization
January 2018 — March 2021

Directed the development and execution of trading strategies to maximize the value
of the Company’s energy supply portfolio.

Evaluated proposed market rules and market design changes that impact Resource
Optimization’s commercial operations including but not limited to the evolving
energy imbalance market and potential organized market expansion.

Evaluated proposed changes to tariffs, business practices, market policy and strategy
that impact Resource Optimization’s commercial operations.

Coordinated with the Company’s state and regulatory teams and legal counsel to
develop and execute strategies.

Developed comments and proactively participated in tariff, stakeholder, and other
regulatory proceedings to advance market rules and market design changes.
Represented Resource Optimization in public forums and regulatory proceedings to
support justifications for energy transactions.
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NV Energy, Las Vegas, NV
Director, Risk Control
November 2010 — December 2017
e Led the development, implementation, and periodic review of energy risk
management policies and procedures.
e Establishing uniform standards within the corporation for risk assessment and
measurement, including reporting requirements and evaluation techniques.
e Monitored compliance with policies and guidelines and communicated any deviations
and exceptions to the appropriate authority.
e Presented and reported on the status of risk management initiatives to the Chief Risk
Officer/Senior Leadership on a monthly basis and as developments occurred.
e Supported Nevada Power Company’s and Sierra Pacific Power Company’s Deferred
Energy Accounting Adjustment Filings.

NV Energy, Las Vegas, NV
Manager, Short-Term Analysis - Resource Procurement
August 2001 — October 2010
e Led a team responsible for the development of strategies to optimally dispatch
Nevada Power Company’s and Sierra Pacific Power Company’s power portfolio and
sell surplus capacity and energy.
e Led a team responsible for the unit commitment and economic dispatch modeling of
Nevada Power Company and Sierra Pacific Power Company’s resource portfolio.
e Supported development of the Energy Supply Plan section of the Company’s 20-year
Integrated Resource Plan fillings.
e Supported Nevada Power Company’s and Sierra Pacific Power Company’s Deferred
Energy Accounting Adjustment Filings.

Nevada Power Company, Las Vegas, NV
Senior Engineer - Resource Planning
July 2001 — August 2001
e Supported development of the Supply Side section of Nevada Power Company’s and
Sierra Pacific Power Company’s 20-year Integrated Resource Plan filings.
e Conducted technical and economic evaluations of supply alternatives using supply-
side planning methods and computer models.
e Updated and documented inputs to supply-side production costing and integrated
corporate planning computed models.
e Contributed to NPC’s and SPPC’s annual team effort to purchase resources for the
summer seasons by analyzing and evaluating purchase power proposals.

Nevada Power Company, Las Vegas, Nevada
Consultant - Business Planning and Growth
March 2000 — July 2001
e Senior analytical member of a new department created during corporate merger to
align economic development with tactical planning and business analysis.
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e Responsible for presenting the company’s rate structure, corporate vision, and
corporate goals to senior leadership of companies who were considering relocating
their commercial businesses to southern Nevada.

e Coordinated commercial customer’s plans to connect to Nevada Power Company’s
distribution system by working with the Distribution Planning Department all in an
effort to reduce the customer’s connection costs.

Sierra Pacific Energy Company, Las Vegas, NV
Structuring Analyst
September 1999 — March 2000
e Part of a small start-up group tasked with persuading eligible customers to switch
energy providers under Nevada law (AB 661) which allowed eligible customers to
purchase their energy and ancillary service requirements from an alternative provider.
e Made presentations to eligible customers explaining the provisions of the new law
and how we could serve their needs.
e Analyzed customer load profiles and analyzed energy, capacity, and ancillary service
requirements necessary to serve the potential customers.

Nevada Power Company, Las Vegas, NV
Supply-Side Planning Engineer — System Planning
June 1995 — September 1999
e Performed daily unit commitment analysis for the purpose of providing NPC fuels
department day gas nominations and assessment of resource needs.
e Updated and documented inputs to supply-side production costing and integrated
corporate planning computer models.
e Contributed to NPC’s team effort to purchase resources on a monthly basis by
analyzing, evaluating, and recommending system resource needs.
e Responsible for developing economic recommendations related to supply-side
resource alternatives using PROMOD and other computer models.
e Responsible for the analysis, evaluation, recommendation, and documentation of
Nevada Power Company’s Summer Season Purchase Power RFP.
e Supported the development of the supply-side section of Nevada Power Company’s
Integrated Resource Plan filings.

Nevada Power Company, Las Vegas, NV
Engineer I, I1, and III — Generation, Engineering, and Construction
November 1991 — June 1995
e Responsible for the activities related to the design, construction, and modification of
Company power generating facilities.
e Supervised project installations, troubleshooting, and project startups.
e Designed the electrical system and controls system for the addition of the Seal Water
Booster Pumps to the Reid Gardner 1-3 Ash Water System.
e Accountable for the design, bid preparations, bid evaluation and supervision of field
installation of new construction and maintenance projects.
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General Dynamics Corp., Pomona California
Test Requirements Engineer
June 1989 - March 1991

e Developed and implemented test requirements for the Phalanx Close-In Weapons
System.

e Provided systems engineering support to enhance reliability, maintainability and
performance of the Phalanx Close-in Weapons System and performed engineering
analyses to determine the cause of fleet and factory test problems.

e Analyzed factory test data to identify potential mavericks and improve tolerance
allocations.

e Wrote an instruction manual for the Phalanx Parameters Document Database Program

and interfaced with Navy personnel by assisting the Phalanx Program Management
Office.

Urban Chamber of Commerce — Board Member
January 2020 - Present

EDUCATION

e University of Nevada Las Vegas, Las Vegas, Nevada
Master of Business Administration, May 1999

e Arizona State University
Bachelor of Science, Electronic Engineering Technology, August 1988

CERTIFICATES

e Willamette University, Atkinson Graduate School of Management
Utility Management Certificate Program, November 2006

e University of Idaho, Utility Executive Course, June 2013
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EIM Quarterly Benefit Report Methodology
Effective with Q1 2021 EIM benefits report

Prior to the creation of this document, the methodology for the benefits calculation was posted
in a technical bulletin and in the benefit report itself. This document consolidates these prior
materials into a concise paper for easier understanding of how the EIM benefits are calculated.

The total EIM benefit is the cost saving of the EIM dispatch compared with a counterfactual (CF)
without EIM dispatch. The counterfactual dispatch meets the same amount of real-time load
imbalance in each BAA without EIM transfers between neighboring EIM BAAs. For an EIM BAA,
the benefit can take the form of cost savings or profit or their combination. A BAA will be likely to
have energy cost savings when the BAA is importing energy economically, or its base
schedules are being optimized by the EIM. To the extent an entity base schedule is optimized
prior its submission into the EIM, the benefits may be lessened when compared to an entity that
has not submitted optimized base schedules into the EIM. A BAA will be likely to have an
energy profit when the BAA is exporting energy economically to other BAAs and being paid a
price higher than the bid cost. A BAA other than the ISO may also have a GHG profit when the
resource is allocated GHG MWs and is receiving GHG revenue based on marginal GHG cost
that is likely higher than its own GHG bid cost.

For each 5-minute interval, the EIM benefit for a BAA = counterfactual dispatch cost — (EIM
dispatch cost + transfer cost + flex ramp transfer cost) + GHG revenue — GHG cost. The
5-minute level EIM benefits are then aggregated each month with a multiplier 1/12 to convert
(%/5 min) to a dollar amount.

EIM Benefit Calculation Components

EIM Dispatch Cost
The total dispatch cost for a BAA for an interval is the sum of all the unit level EIM dispatch
costs for that BAA for that interval.

For all BAAs other than CAISO, the dispatch cost only includes variable dispatch cost, i.e. the
bids submitted by the corresponding Scheduling Coordinator.

For the ISO’s long start units, we only consider variable dispatch cost. For the ISO’s short start
units, we use a generic cost formula, which includes variable dispatch cost, no load cost, and
startup cost. Specifically, the three-part cost for short start units includes:

e The variable dispatch cost of RTD, which is equal to the bid cost associated with the
delta instruction above or below the base schedule for each interval,

o the no load cost associated with the incremental dispatch, which is equal to the no load
cost divided by Pmax, then multiplied by the delta instruction from the base schedule,

e The startup cost associated with the incremental dispatch, which is equal to the startup
cost divided by the minimum online hours, then multiplied by the delta instruction from
base schedule divided by the Pmax.

www.westernEIM.com
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The purpose of this generic cost formula is to evaluate cost differences between EIM dispatches
and counterfactual dispatches without performing sophisticated unit commitment simulations.
Prior to Q1 2016, only variable dispatch cost was considered in the EIM benefit calculation. With
NV Energy joining EIM and improving the transfer capabilities from and to the 1SO, we observed
a significantly increased transfer volume in EIM. The higher transfer volume cannot be
sufficiently replaced by resources online in EIM without committing or de-committing resources,
and hence the ISO adopted a three-part cost formula as of Q1 2016 to allow for unit
commitment decisions to better evaluate the production difference between EIM and the
counterfactual dispatch of the ISO. The unit commitment decisions were made only for short
start units that were not combined cycle units. The combined cycle units have complicated
models in EIM, so their counterfactual commitment status is fixed at the EIM commitment status
to avoid oversimplification.

We approximate the 1ISO’s commitment costs by converting the startup cost and no load cost
into variable dispatch cost, assuming a committed short start resource will be fully loaded for
minimum online hours. For each supply segment, the corresponding three-part variable cost is
equal to

bid_price + no_load_cost/Pmax + startup_cost/min_up_hour/Pmax

Note the formula above converts startup cost (in unit $) and no load cost (in unit $/h) into
variable dispatch cost (in unit $MWh). By doing this, the commitment for the ISO’s short start
units can be determined based on the economic metric order of the three-part variable cost.

Transfer Cost

As a convention, select the importing direction as the default direction for a transfer, so the
importing transfer is positive and the exporting transfer is negative. The transfer cost is equal to
the transfer MW times the transfer price. For transfers involving the ISO in either the importing
direction or the exporting direction, the transfer price is the other BAA’s LMP plus the shadow
price of the transfer. In doing this, the congestion rent on the transfer will be fully attributed to
the other BAA. For transfers involving two BAAs that are not the 1SO, the transfer price will split
the congestion shadow price on the transfer in half. For an importing BAA, the transfer price is
the LMP of the BAA minus half of the absolute value of the transfer shadow price. For an
exporting BAA, the transfer price is the LMP of the BAA plus half of the absolute value of the
transfer shadow price. The transfer could occur in both the 15-minute market and the 5-minute
market. In this case, the transfer cost is 15-minute transfer * 15-minute transfer price + (5-
minute transfer — 15-minute transfer) * 5-minute transfer price for each 5-minute interval.

For the prices (LMPs) used in the EIM benefits, the calculation uses the corresponding ELAP
prices of each EIM area. For CAISO prices, the calculation uses the prices associated at the
corresponding scheduling points at the Malin, Palo Verde, El Dorado or Rancho Seco interties.
The specific scheduling price to be used among these intertie locations is in relationship to the
benefit calculated to a specific EIM area. For instance, when calculating the benefits between
PAC West and CAISO, the calculation will use Malin scheduling point price (CAISO side).

www.westernEIM.com
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Flex Ramp Transfer Cost

In 2016, the ISO implemented the flexible ramping products to replace flexible ramping
constraints. The flexible ramping products are available capacities to handle future load and
generation uncertainties, and include both the upward ramping capacity and downward ramping
capacity. They may be put aside in RTD to enhance dispatch flexibility. One BAA’s flexible
ramping capacities in RTD may be helping other BAAs. In this case, the BAA that exports
flexible ramping products should receive payment from other BAAs to compensate the dispatch
cost of keeping flexible ramping capacities, and the BAA that imports flexible ramping products
should pay other BAAs to reflect its dispatch cost to handle future uncertainties. This is similar
to how energy transfer is treated in the EIM benefit calculation. Energy transfer is explicitly
modeled in EIM, while flexible ramping transfer is not. We need to calculate a BAA'’s flexible
ramping transfer. First, we allocate the system flex ramp award to each BAA in proportion to its
individual BAA requirement. Then we calculate the flex ramp transfer as the BAA’s RTD flexible
ramping award minus its allocated share. The flex ramp transfer cost is equal to the flex ramp
transfer multiplied by the EIM whole footprint flex ramp shadow price.

Counterfactual Dispatch Cost

The counterfactual dispatch for an EIM BAA mimics the market operations without importing or
exporting through the EIM transfers. The counterfactual dispatch moves units inside the BAA to
meet the same real-time load imbalance as the EIM dispatch based on economic merit order
without considering transmission constraints. For PacifiCorp, the transfer limit between PACE
and PACW is enforced in the counterfactual dispatch.

Neglecting transmission constraints in a BAA tends to underestimate the EIM benefit. The
magnitude depends on how significant the congestion is. Severe congestion impacting EIM
benefits was not observed until October 2017, where transmission congestion happened
between the generation in Wyoming and PACE’s load in PacifiCorp. The impact of this
congestion to the EIM benefit calculation can be demonstrated with the following example.

Assume in PACE, load increased 10 MW from the base schedule, generation decreased 100
MW from the base schedule, and PACE imported 110 MW in EIM. Note that energy is balanced
in PACE with 110 MW of transfer import replacing 100 MW of generation and serving 10 MW of
load above the base schedule. Assume the decremented generation cost is $20/MWh, and the
import cost is $120/MWh. From an economic standpoint, the EIM dispatched the resources out-
of-merit with high cost supply being incremented and low cost supply being decremented. If we
were to calculate the EIM benefit ignoring the congestion effect, the benefit will be negative. The
calculation is as follows:

EIM dispatch cost = -100 MW * $20 = —$2,000.
EIM transfer cost = 110 MW * $120 = $13,200.
Counterfactual dispatch cost = 10 MW * $20 = $200.

For simplicity, ignore flex ramp and GHG. The EIM benefit is calculated as $200 — (—
$2,000 + $13,200) = -$11,000.
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To better understand the root cause of the negative benefit, we break the calculated benefit into
two components: infeasible base schedule and infeasible counterfactual.

1. Infeasible base schedule: In the EIM, the imported $120 transfer replaced 100 MW of $20
internal generation, and produced a negative benefit equal to 100*($20-$120) = -$10,000. The
extra dispatch cost in EIM is not due to economics, but due to infeasible base schedules for
certain constraints, which forces the EIM to mitigate congestion, and incurs additional cost. For
this reason, we need to add the congestion management cost to the counterfactual dispatch
cost to reflect the need to perform the same congestion management dispatch as in the EIM. In
the example, we add $10,000 to the counterfactual dispatch cost.

2. Infeasible counterfactual: In the counterfactual, the merit order dispatch did not know that
dispatching up the $20 generation would overload the transmission, and produced a negative
benefit equal to 10*($20-$120) = -$1,000. The counterfactual should recognize the economic
$20 supply is subject to transmission congestion, and cannot be dispatched. Therefore, in the
counterfactual dispatch, for increased net load, we dispatch only supply offers with a bid price
>= the transfer LMP. For decreased net load, we dispatch down only supply offers with a bid
price <= the transfer LMP. In the example, the net load is 10 MW, so we only dispatch
resources that bid above $120, assume these supplies cost $125/MWh.

With these two enhancements, we revise the benefit calculation as follows:
EIM dispatch cost = -100 MW * $20 = —$2,000.
EIM transfer cost = 110 MW * $120 = $13,200.
Counterfactual dispatch cost = 10 MW * $125 + $10,000 = $11,250.
The new EIM benefit is calculated to be $11,250 — (-$2,000 + $13,200) = $50.

These enhancements only apply when we detect significant congestion indicated by the LMP
difference between the BA’s ELAP and DGAP greater than a tolerance setting. Currently, the
tolerance is set to $5/MWh.

The counterfactual dispatch makes unit commitment decisions only for the ISO’s short start
units. The unit commitment decisions are based on the generic three-part variable cost formula,
which has converted startup cost and no load cost into variable dispatch cost, so unit
commitment can be determined by the economic metric order of the three-part cost.

Prior to the 2016 Q4 report, we used the resources’ RTD dispatching limits from the EIM in the
counterfactual. The EIM dispatching limits are 10-minute ramp limited in RTD, and they may be
overly constraining for the counterfactual theoretically. The counterfactual will replace the
transfers with internal dispatches, but it does not need to do it within 10-minute timeframe.
When EIM transfer volumes are moderate relative to the EIM dispatching range, this limitation
may not be a real problem, because the EIM dispatch range is mostly sufficient to replace the
transfers. As the EIM footprint increases, the transfer volume between BAAs also increases. We
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observed that some EIM transfers exceeded 1,000 MW frequently. The EIM dispatching range
started to show its limitation. In Q4 of 2016, we expanded the resources’ dispatching range to
base schedule and FMM dispatching limits. From Q2 of 2017, we decided not to use EIM
calculated limits. Instead, the dispatching range is constructed based on the resource’s
economic bid range in the following way:

a) Start with the resource’s bid range [bid_MW_min, bid_MW_max]

b) Block the ancillary service provisions, so the new range is [bid_MW_min+reg_down,
bid_MW_max — reg_up — spin — nonspin]

c) If the resource is a wind or solar resource, limit its upper limit by the forecasted output,
so the new range is [bid_MW_min+reg_down, min(bid_MW_max — reg_up — spin —
nonspin, wind or solar forecast)]

In cases where a counterfactual dispatch does not have sufficient supply offers to meet net load
imbalance, we assign a penalty cost for procuring more energy. If the BA does not import from
EIM, we extend its last economic bid segment. If the BA imports from EIM, we compare its last
economic segment against the EIM LMP, and set the penalty price to the higher of the two. In
summary, the penalty price per MWh is

e The highest offer price from the BA if the BA does not import from EIM,
e Max (the highest offer price from the BA, the transfer LMP) if the BA imports from EIM.

An EIM BAA may restrict the pool of dispatchable units in the counterfactual dispatch if that the
BAA’s practice prior to joining EIM was to balance real-time load from a limited pool.

ISO Counterfactual Dispatch
The 1SO would need to meet load without EIM transfers in the counterfactual dispatch. The
counterfactual dispatch is constructed in the following way:

1. Calculate the ISO’s net EIM transfer;
2. Economically dispatch resources from the ISO to replace the transfer
A. If the ISO is importing from the EIM,

a. Find the ISO’s undispatched supply with the variable cost (bid and three-part
converted) greater than or equal to the reference transfer price;

b. Sort and stack the supply by the variable cost from low cost to high cost; and
c. Clear the supply stack from low cost to high cost up to the transfer megawatts
B. If the ISO is exporting to the EIM,

a. Find the ISO’s dispatched supply with the variable cost (bid and three-part
converted) less than or equal to the reference FMM transfer price;

b. Sort and stack them by the variable cost from high cost to low cost; and
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c. Clear the supply stack from high cost to low cost up to the transfer megawatts

The reference transfer price for the ISO is the maximum price of the incoming transfer points if
the ISO is a net transfer importer, and the minimum price of the outgoing transfer points if the
ISO is a net transfer exporter in RTD. Undispatched supply at lower bid cost than the reference
price is dispatched out of merit when the 1SO is importing transfer at the reference price.
Dispatched supply at higher bid cost than the reference price is also dispatched out of merit
when the ISO is exporting transfer at the reference price. The ISO has complex networks and
constraints that are modeled in the EIM but not in the counterfactual. For example, supplies can
be locally transmission constrained and undispatched in the EIM, which have available supply at
lower bid cost than the LMP of the rest of the ISO. They should remain undispatched in the
counterfactual even they have lower supply cost, because they are constrained by transmission.
In the ISO’s counterfactual dispatch, we only consider supplies above the reference transfer
price to replace incoming transfer into the ISO, and thus preventing the transmission
constrained lower cost supply being dispatched. Vice versa for the supplies below the reference
transfer price to replace outgoing transfer. The counter factual dispatch (applies for whole EIM,
not just the ISO) was based on 5-minute dispatch capability, and the reference price is the RTD
price.

Counterfactual Dispatch
All EIM entities, with the exception of Pacificorp, have their counterfactual dispatch constructed
in the following way. We will use NVE as an example.

Calculate the real-time net load imbalance for NVE;

2. Economically dispatch resources from NVE on top of the base schedules to meet NVE’s
net load imbalance

A. If the net load imbalance is positive,
a. Dispatch NV Energy’s bid-in supply above base schedules;
b. Sort and stack them by the variable cost from low cost to high cost; and

c. Clear the supply stack from low cost to high cost up to the net load
imbalance.

B. If the net load imbalance is negative,
a. Dispatch NV Energy’s bid-in supply below base schedules;
b. Sort and stack them by the variable cost from high cost to low cost; and
c. Clear the supply stack from high cost to low cost up to the net load
imbalance.

PacifiCorp Counterfactual Dispatch

PacifiCorp East BAA and PacifiCorp West BAA would need to meet demand without intra-hour
transfers between PacifiCorp and the 1SO, but transfers could occur between PACE and PACW
in the counterfactual dispatch. The PacifiCorp counter factual dispatch will be constructed in the
following way:
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1. Calculate the real-time net load imbalance for each BAA;

2. Economically dispatch resources from PacifiCorp on top of the base schedules to meet
net PacifiCorp load imbalance without violating the transfer limitations between PACE
and PACW.

A. If the net load imbalance is positive,
a. Find PacifiCorp’s bid-in supply above base schedules;
b. Sort and stack them by the variable cost from low cost to high cost; and

c. Clear the supply stack from low cost to high cost up to the net load imbalance
subject to the transfer limit between PACE and PACW

B. If the net load imbalance is negative,
a. Find PacifiCorp’s bid-in supply below base schedules;
b. Sort and stack them by the variable cost from high cost to low cost; and

c. Clear the supply stack from high cost to low cost up to the net load imbalance
subject to the transfer limit between PACE and PACW

GHG Revenue
Greenhouse gas (GHG) revenue for a resource is equal to its GHG allocation MW times the
GHG price.

GHG Cost

GHG cost for a resource is equal to its GHG allocation MW times its GHG bid.

Example
This example illustrates how the EIM benefit is calculated.

The transfers out of the EIM optimization are listed in Table 1. Base scheduled transfers have
been excluded in the FMM transfers and RTD transfers.

PACE NEV 140 $26 10 $25 $3,890
P

NEVP | CISO 160 $26 20 $30 $4,760

PACE PAC 190 $26 10 $25 $5,190
w

www.westernElIM.com
7

Page 36 of 238


www.westernEIM.com

Exhibit Taylor-Direct-2
Page 8 of 11

PACW | CISO 110 $26 -10 $30 $2,560

Table 1. An example of BAA to BAA transfers and prices

Assume the EIM energy imbalance and prices are as follows. Every BAA is balanced with Gen
+ Transfer — Load = 0. Assume the EIM optimization results in $1 GHG price, which means the
ISO’s LMP is $1 higher than the neighboring BAA (NEVP and PACW), because there is no
congestion going into the 1SO in the example. In the table below, positive transfer MW means
the BAA is importing and negative transfer MW means it is exporting. Also, transfers in the table
are sum of the transfers occur in both the FMM and the RTD with base scheduled transfer being

excluded.

CISO 0 280 280 $31
NEVP 50 20 -30 $30
$1
PACE 150 -200 -350 $20
PACW 100 200 100 $30

Table 2. EIM energy imbalance and prices by BAA for one 5-minute interval

Transfer Cost

The transfers occur in both FMM and RTD, and their volume and prices are listed in Table 3.
They are calculated from applying the convention that importing is positive and exporting is
negative the BAA to BAA transfers, and summing them over all the neighboring BAAs.

CISO $7,320 = $4,760+%$2,560

NEVP ($870) = $3,890-$4,760

PACE  ($9,080) = -$3,890-$5,190

PACW $2,630 = $5,190-$2,560

Table 3. EIM transfer cost by BAA

For flex ramp, we calculate its transfer and transfer cost in Table 4.

www.westernElIM.com
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CISO upward 150 100 75 -25 $1 -$25
NEVP | upward 10 0 5 5 $1 $5
PACE  upward 20 0 10 10 $1 $10
PACW | upward 20 0 10 10 $1 $10
CISO  downward 0 0 0 0 $2 $0
NEVP  downward 10 10 2 -8 $2 -$16
PACE downward 20 0 4 4 $2 $8
PACW | downward = 20 0 4 4 $2 $8

Table 4. Flex ramp transfer example

EIM Dispatch Cost
Now calculate the total bid cost associated with the EIM dispatches (delta from base
schedules). The EIM dispatch costs are listed in Table 5.

CISO 0 $0

NEVP 50 $1,450
PACE 150 $2,700
PACW 100 $2,800

Table 5. EIM dispatch cost by BAA

Counterfactual Dispatch Cost
Then construct the counterfactual dispatches as described in the previous section, and sum up
the counter factual dispatch cost for each BAA as shown in Table 6.

CISO 280 $9,240
NEVP 20 $640
PACE  -200 ($3,800)

www.westernElIM.com
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PACW 200 $6,200

Table 6. Counterfactual dispatch cost by BAA

GHG Cost and Revenue
The GHG costs associated with the 280 MW of importing transfer into CISO, and the revenues
received by the GHG allocated MWs in both FMM and RTD are listed in Table 7.

CISO 270 280 $0 -$280
NEVP 0 0 $0 $0
PACE 200 200 $20 $200
PACW 70 80 $75 $80
Table 7. GHG cost and revenue by BAA
EIM Benefit

With all the cost and revenue for each BAA available, we can use the formula EIM benefit for a
BAA = counterfactual dispatch cost — (EIM dispatch cost + transfer cost + flex ramp transfer
cost) + GHG revenue — GHG cost to calculate EIM benefit for each BAA. The results are shown
in Table 8.

CISO $9,240 $0 $7,320 ($25) $0 ($280) $1,665
NEV $640 $1,450 ($870) ($11) $0 $0 $71
P

PAC ($3,800) $2,700 ($9,080) $18 $20 $200 $2,742
E

PAC $6,200 $2,800 $2,630 $18 $75 $80 $757
W

Table 8. EIM benefit for one 5-minute interval

This calculation is performed for each 5-minute interval with unit $/hr. We convert the $/hr
benefit into the dollar benefit by multiplying 1/12. Then the 5-minute interval benefits in dollar

www.westernElIM.com
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amount can be aggregated into the monthly benefit by summing all the 5-minute intervals in the
month.

www.westernEIM.com
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AFFIRMATION

Pursuant to the requirements of NRS 53.045 and NAC 703.710, VERNON W.
TAYLOR, states that he is the person identified in the foregoing prepared testimony and/or
exhibits; that such testimony and/or exhibits were prepared by or under the direction of said
person; that the answers and/or information appearing therein are true to the best of his
knowledge and belief; and that if asked the questions appearing therein, his answers thereto

would, under oath, be the same.

I declare under penalty of perjury that the foregoing is true and correct.

e STode

Date: March 1, 2024 ’
VERNON W. TAYLOR
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BEFORE THE PUBLIC UTILITIES COMMISSION OF NEVADA

Sierra Pacific Power Company d/b/a NV Energy (Electric)
Docket No. 24-03
2024 Deferred Energy Proceeding
Prepared Direct Testimony of

Vincent Vitiello

1. Q. PLEASE STATE YOUR NAME, JOB TITLE, EMPLOYER, BUSINESS
ADDRESS AND PARTY FOR WHOM YOU ARE FILING TESTIMONY.

A. My name is Vincent Vitiello. I am the Gas Supply Planning Lead for Nevada Power

Company d/b/a NV Energy (“Nevada Power”) and Sierra Pacific Power Company

d/b/a NV Energy (“Sierra” or the “Company” and together with Nevada Power, the

“Companies” or “NV Energy”’). My business address is 6226 West Sahara Avenue,

Las Vegas, Nevada. I am filing testimony on behalf of Sierra.

2. Q. PLEASE DESCRIBE YOUR PROFESSIONAL BACKGROUND AND
EXPERIENCE.

A. My professional experience includes more than 30 years in the utility and power

generation industries. I have a Bachelor of Engineering degree with a concentration

in mechanical engineering and have worked for the Companies since 2006.

Prior to joining the Companies, I was employed for six years by Chevron
Corporation (“Chevron”) as the Assistant Executive Director at Nevada
Cogeneration Associates #1 and Nevada Cogeneration Associates #2. Prior to that,
I worked at Southwest Gas Corporation (“SWG”) for 14 years, in the major
accounts and engineering departments. Prior to that, my first career position was

as an engineer at Exxon Company, U.S.A. in the refining and oil and natural gas

Vitiello-DIRECT 1
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production areas. More details regarding my background and experience are

provided in Exhibit Vitiello-Direct-1.

3. Q. WHAT ARE YOUR RESPONSIBILITIES AS GAS SUPPLY PLANNING

LEAD?

A. As the Gas Supply Planning Lead, I am primarily responsible for the short and long-
term planning of the Companies’ natural gas transportation and storage assets
necessary to ensure the adequate supply of natural gas to the Companies’ generation
plants and to Sierra’s gas distribution system. I am also responsible for reviewing
and monitoring pipeline filings, negotiating rate case settlements, and supporting
related efforts before the Federal Energy Regulatory Commission (“FERC”) and

state regulatory commissions.

4. Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A. In my testimony, I support the Company’s portfolio of gas transportation assets for

the period of January 1, 2023, through December 31, 2023 (the “Deferral Period”).

5. Q. ARE YOU SPONSORING ANY EXHIBITS?
A. Yes. [ am sponsoring the following Exhibits:
Exhibit Vitiello-Direct-1 Statement of Qualifications

Exhibit Vitiello-Direct-2 Gas Transportation Contract Summary

6. Q. DID THE COMPANY HAVE ADEQUATE GAS TRANSPORTATION
ASSETS FOR THE DEFERRAL PERIOD?
A. Yes, a list of the Company’s gas transportation agreements is provided in Exhibit

Vitiello-Direct-2. The Company’s primary points of delivery for gas supplies were

Vitiello-DIRECT 2
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from Great Basin Gas Transmission Company (“Great Basin”), formerly Paiute
Pipeline Company, and TC Energy-Tuscarora Pipeline (“Tuscarora”). Great Basin
interconnects upstream to Williams Gas Pipelines-Northwest (“Northwest”) for gas
supplies. Northwest derives its gas supplies from the San Juan and Rocky Mountain
gas supply basins in New Mexico, Wyoming, Utah and Colorado, as well as
Canadian gas supplies sourced from British Columbia, Canada. Tuscarora receives
gas supplies from TC Energy-Gas Transmission Northwest Pipeline (“GTN”),
which is connected to the gas-producing regions of Alberta, Canada. The TC
Energy-Alberta System (“Alberta”) carries supplies from the producing areas to the
Alberta/British Columbia border. From there, the Alberta System interconnects
with the TC Energy- Foothills System (“Foothills”), and then to GTN at the U.S.-
Canada border near Kingsgate, Idaho. Sierra also has natural gas storage capacity
at the Jackson Prairie Storage Facility and gas transportation assets in and around
the Jackson Prairie Storage Facility. The Jackson Prairie Storage is on the

Northwest Pipeline.

The Company’s gas transportation and storage agreements ensure reliability and
adequate access to a diverse mix of gas supply basins while gas storage allows the
Company to respond quickly to real time weather-related load conditions in a
reliable manner. The Company used these transportation and storage assets in an
efficient and appropriate manner to provide service to its customers during the

Deferral Period.

Vitiello-DIRECT 3
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10.

DID THE COMPANY EXTEND ANY OF ITS GAS TRANSPORTATION
AGREEMENTS FOR A PERIOD OF MORE THAN ONE YEAR?

Yes, the Company renewed its evergreen natural gas transportation agreements
with Northwest Pipeline which require yearly renewal. Evergreen is a contract
provision that automatically renews the agreement for a predetermined period,

unless notice for terminations is given.

DID THE COMPANY ADD ANY GAS TRANSPORTATION
AGREEMENTS DURING THE DEFERRAL PERIOD?

No.

DID ANY OF THE PIPELINES SIERRA HAS GAS TRANSPORTATION
AGREEMENTS WITH CONCLUDE A RATE CASE DURING THE
DEFERRAL PERIOD?

Yes, Tuscarora Pipeline filed a rate case at FERC on July 29, 2022. A settlement
agreement in principle was reached between Tuscarora, the Company and other
stakeholders on March 1, 2023. The settlement decreased Tuscarora’s existing base
firm transportation rate by 6 percent with the lower rate effective February 1, 2023.
The settlement also establishes a rate moratorium through December 1, 2028 and a

comeback requirement date of November 1, 2030.

DOES THIS CONCLUDE YOUR PREPARED DIRECT TESTIMONY?

Yes.

Vitiello-DIRECT 4
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Page 1 of 2

Vincent J. Vitiello
6226 West Sahara Avenue
Las Vegas, Nevada 89146

(702) 402-2991

Employment History

NV ENERGY

GAS SUPPLY PLANNING LEAD — RESOURCE OPTIMIZATION — LAS VEGAS, NV

2019 — Present

* Responsible for short and long-term planning of the Company’s natural gas transportation and
storage assets necessary to ensuring adequate gas supply to the Company’s generation plants and
to Sierra’s gas distribution system.

* Responsible for reviewing and monitoring pipeline filings, negotiating rate case settlements, and
supporting related efforts before the Federal Energy Regulatory Commission (FERC) and state
regulatory commissions.

STAFF ANALYST/ ENGINEER — RESOURCE PLANNING DEPARTMENT — LAS VEGAS, NV

2007 - 2019

* Perform technical analysis and evaluation of the capital cost, production cost, and reliability of
various transmission, generation, purchase power, and demand side alternatives being considered
by the Company.

* Project management of regulatory filings submitted to the Public Utilities Commission of
Nevada. Assist in the preparation of testimony and exhibits and respond to data requests.

SENIOR COMPLIANCE CONSULTANT - COMPLIANCE DEPARTMENT — LAS VEGAS, NV

2006 — 2007

* Assisted in the establishment, implementation and monitoring of an effective compliance
program.

* Audited several departments to insure Sarbanes-Oxley compliance.

CHEVRON CORPORATION

ASSISTANT EXECUTIVE DIRECTOR - NEVADA COGENERATION ASSOCIATES #1 AND #2

LAS VEGAS, NEVADA

2000 — 2006

* Responsible for the engineering activities of two 85 MW cogeneration facilities which provided
electricity to Nevada Power Company under long-term contracts.

* Coordinated all environmental compliance, including Title V air permits.

* Assisted in the operations and maintenance of the facilities to insure safe operations and
optimized plant performance.
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SOUTHWEST GAS CORPORATION

SUPERVISOR — MAJOR ACCOUNTS DEPARTMENT — LAS VEGAS, NV

1993 — 2000

* Supervised the activities of Industrial Gas Engineers in Nevada, Arizona and California.

* Coordinated and administered natural gas supplies and interstate transportation service to power
generation, large industrial and commercial customers.

* Developed programs to maintain or increase the corporate margin from power generation, large
industrial and commercial customers.

INDUSTRIAL GAS ENGINEER — MAJOR ACCOUNTS DEPARTMENT — PHOENIX, AZ

1989 — 1993

* Maintained contact and provided technical assistance for power generation, large industrial and
commercial gas customers.

* Negotiated contracts for customers served under transportation and optional fuel rate schedules.

* Promoted natural gas technology including cogeneration, natural gas air-conditioning and
compressed natural gas vehicles.

ENGINEER - ENGINEERING DEPARTMENT — PHOENIX, AZ

1986 — 1989

* Designed gas distribution facilities including high pressure and distribution gas piping, regulating
stations, meter sets and telemetry.

* Provided work direction and conducted the performance reviews for several Engineering
Technicians and Drafters.

¢ Special projects included an emergency valve isolation plan and over-pressure protection review.

EXXON COMPANY, U.S.A.

SENIOR PROJECT ENGINEER — PRODUCTION DEPARTMENT — CORPUS CHRISTI, TX

1982 — 1986

* Designed oil and gas production facilities including gathering lines, oil storage sites and
separation and metering stations. Responsible for the design, material specification, cost
estimating and project management necessary during construction.

MECHANICAL CONTACT ENGINEER — REFINING DEPARTMENT — BAYTOWN, TX

1980 — 1982

* Responsible for maintaining the operation of several refinery process units. Duties included
solving daily maintenance problems as well as designing and implementing quality and
production improvements. This assignment provided extensive experience with heat exchangers,
furnaces, pumps and compressors.

EDUCATION

STEVENS INSTITUTE OF TECHNOLOGY - HOBOKEN, NEW JERSEY
* Bachelor of Engineering — with Honor, awarded May 1980
* Major: Mechanical Engineering
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Sierra Pacific Power Company d/b/a NV Energy
Gas Transportation and Storage Agreements
Contract Termination Date Maximum Daily Quantity
Type Counterparty Contract # (as of 12/31/2023) Units Annual Winter Summer
TSA
TC Energy - Alberta System
2010-447962 10/31/2025 GlJ/Day 18,583
2010-447963 10/31/2025 GlJ/Day 92,918
2010-447964 10/31/2025 GlJ/Day 25,993
137,494
TC Energy - Foothills System
SPP-F1 10/31/2025 GlJ/Day 32,444
SPP-F2 10/31/2025 GlJ/Day 2,143
SPP-F3 10/31/2025 GJ/Day 5,572
SPP-F4 10/31/2025 GlJ/Day 16,220
SPP-F5 10/31/2025 GJ/Day 10,920
SPP-F6 10/31/2025 GlJ/Day 866
SPP-F7 10/31/2025 GlJ/Day 26,233
SPP-F8 10/31/2025 GlJ/Day 10,000
SPP-F9 10/31/2025 GlJ/Day 15,826
SPP-F10 10/31/2025 GlJ/Day 15,807
136,031
TC Energy - GTN
F-02842 10/31/2029 MMBTU/Day 60,000 30,000
F-02843 10/31/2029 MMBTU/Day 20,270 10,000
F-07027 4/30/2031 MMBTU/Day 20,000
F-07328 10/31/2029 MMBTU/Day 14,000
F-07370 10/31/2035 MMBTU/Day 15,000
F-07371 10/31/2035 MMBTU/Day 10,099
F-07567 10/31/2035 MMBTU/Day 800
39,899 100,270 40,000
Northwest Pipeline
10046 6/30/2024 MMBTU/Day 59,696
10061 3/31/2024 MMBTU/Day 9,000
68,696
Great Basin Gas Transmission
F-29 11/30/2024 MMBTU/Day 68,696 61,044
F-32 3/31/2025 MMBTU/Day 23,000
91,696 61,044
TC Energy - Tuscarora
FOO1 12/31/2032 MMBTU/Day 105,750
FO19 12/31/2032 MMBTU/Day 10,000
F024 12/31/2032 MMBTU/Day 5,661
F025 12/31/2032 MMBTU/Day 5,690
F030 12/31/2032 MMBTU/Day 5,722
F097 9/30/2030 MMBTU/Day 40,000
369 9/30/2030 MMBTU/Day 760
173,583
Storage
Northwest Pipeline
126544 Storage Capacity 3/31/2046 MMBTU 281,242
126544 Storage Withdraw 3/31/2046 MMBTU/Day 12,687
Great Basin Gas Transmission
S-6 LNG Stor Cap 3/31/2025 MMBTU 303,604
S-6 LNG Daily Del Cap 3/31/2025 MMBTU/Day 23,000
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AFFIRMATION

Pursuant to the requirements of NRS 53.045 and NAC 703.710, VINCENT
VITIELLO, states that he is the person identified in the foregoing prepared testimony and/or
exhibits; that such testimony and/or exhibits were prepared by or under the direction of said
person; that the answers and/or information appearing therein are true to the best of his
knowledge and belief; and that if asked the questions appearing therein, his answers thereto

would, under oath, be the same.

I declare under penalty of perjury that the foregoing is true and correct.

Date: March 1, 2024
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BEFORE THE PUBLIC UTILITIES COMMISSION OF NEVADA

Sierra Pacific Power Company d/b/a NV Energy (Electric)
Docket No. 24-03
2024 Deferred Energy Proceeding
Prepared Direct Testimony of

Kim Whetzel

I. INTRODUCTION AND PURPOSE OF TESTIMONY

1. Q.

PLEASE STATE YOUR NAME, OCCUPATION, BUSINESS ADDRESS
AND PARTY FOR WHOM YOU ARE FILING TESTIMONY.

My name is Kim Whetzel. My current position is Director, Grid Operations and
Reliability, for Nevada Power Company d/b/a NV Energy (“Nevada Power”) and
Sierra Pacific Power Company (“Sierra” or the “Company” and, together with
Nevada Power, the “Companies”). My business address is 6100 Neil Road, Reno,

Nevada. I am filing testimony on behalf of Sierra.

PLEASE DESCRIBE YOUR BACKGROUND AND EXPERIENCE IN THE
UTILITY INDUSTRY.

I have been employed by the Companies for 24 years. I received my Bachelor of
Applied Science degree in Energy Management in 2015 from Bismarck State
College, North Dakota. I began my career at the Companies as a Clerical Specialist
in 1999 in Land Operations. Since then I have worked as an Accounts Payable
Representative, Utility Material Specialist, Transmission/Distribution System
Operator, and Manager of Transmission & Distribution Operations. | am currently
working as the Director of Grid Operations and Reliability. A copy of my statement

of qualifications is provided as Exhibit Whetzel-Direct-1.

Whetzel-DIRECT 1
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3. Q. PLEASE DESCRIBE YOUR RESPONSIBILITIES AS DIRECTOR, GRID

OPERATIONS AND RELIABILITY.

A. As the Director of Grid Operations and Reliability, my responsibilities include
administration of the Companies’ Balancing, Transmission, Distribution,
Scheduling and Trouble Operations. This includes safe, reliable, and compliant
operation of the Companies’ electric transmission and distribution systems
conducted through electric system control centers, balancing authority operations,
operations engineering, network engineering and outage management. I am also
responsible for some of the Companies’ California Independent System Operator
(“CAISO”) Energy Imbalance Market (“EIM”) activities. Specifically, I am
responsible for the Companies’ EIM Entity functions. The EIM Entity is
responsible for facilitating EIM participation while managing the Companies’

safety, reliability, and mandatory compliance.

4. Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC

UTILITIES COMMISSION OF NEVADA (“COMMISSION”)?
A. Yes. I previously testified in the Companies’ deferred energy proceedings in 2023,

in Docket Nos. 23-03005 and 23-03006.

5. Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?
A. I explain the procedures that the Company has in place to balance loads and
resources, and I support the prudence of those procedures and activities completed
pursuant to those procedures. I also discuss the Company’s participation in the

EIM. Finally, I discuss operational changes as a result of the EIM operations.

Whetzel-DIRECT 2
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6. Q. ARE YOU SPONSORING ANY EXHIBITS?
A. Yes, [ am sponsoring the following exhibits:
Exhibit Whetzel-Direct-1 Statement of Qualifications
Exhibit Whetzel-Direct-2 NV Energy NERC Reliability Compliance Plan'

Exhibit Whetzel-Direct-3 NERC CMEP Implementation Plan?

II. SHORT-TERM TRADES MADE TO SUPPORT SYSTEM RELIABILITY

7. Q. PLEASE EXPLAIN THE SEPARATION BETWEEN THE COMPANY’S
RESOURCE OPTIMIZATION DIVISION AND ITS TRANSMISSION
DIVISION.

A. The separation dates back to 1996 when the Federal Energy Regulatory
Commission (“FERC”) issued Order Nos. 888 and 889. FERC Order No. 888
required all public utilities that own transmission facilities used for the transmission
of electric energy in interstate commerce to file an Open Access Transmission
Tariff (“OATT”) for the provision of non-discriminatory transmission service. The
order did not require corporate restructuring but did require the functional
unbundling of wholesale power marketing from transmission. Order No. 889
required public utilities to create an Open Access Same-Time Information System
(“OASIS”) and to implement Standards of Conduct. FERC explained that open
access transmission service requires that information about the transmission system

be made available to all transmission customers at the same time.

In accordance with these FERC orders, the Resource Optimization organization is

functionally separated from the Transmission function. Resource Optimization

! NERC refers to the North American Electric Reliability Corporation, which is an institution that oversees and
regulates the reliability of the North American electrical grids.
2 CMERP refers to NERC’s compliance monitoring and enforcement program.

Whetzel-DIRECT 3
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reports to the Vice President, Resource Optimization, while Transmission reports
to the Vice President, Transmission. Resource Optimization schedules its
wholesale transactions through OASIS and obtains transmission information in the
same manner as other transmission customers. Resource Optimization also
participates in the EIM as a Participating Resource Scheduling Coordinator for
Company-owned and operated generation resources, and bids those resources into
the EIM independent of EIM Entity activities performed by the Transmission

business unit.

PLEASE GENERALLY DESCRIBE THE FERC STANDARDS OF
CONDUCT.

The FERC Standards of Conduct established by Order No. 889 were designed to
ensure that a public utility’s employees, engaged in transmission system operations,
function independently from the public utility’s employees engaged in wholesale
purchases and sales of electric energy. The Standards of Conduct prohibit the
Transmission function from disclosing non-public information about the
transmission system to its wholesale power marketing group through non-public
communications conducted off the OASIS. There was litigation surrounding FERC
Order 889, and questions were raised as to whether the Standards of Conduct would
interfere with system reliability. FERC stated that it was not the purpose of these
rules to compromise reliability and that, in emergency circumstances affecting
system reliability, transmission system operators would be permitted to take
whatever steps were necessary to keep the system in operation, even if these steps

would otherwise constitute a violation of the Standards of Conduct.

Whetzel-DIRECT 4

Page 57 of 238




Nevada Power Company

and Sierra Pacific Power Company

d/b/a NV Energy

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

10.

WHO IS RESPONSIBLE FOR SYSTEM RELIABILITY?

As a Balancing Authority (“BA”) and Transmission Operator (“TOP”),® the
Company’s Transmission function is responsible for reliable system operation. The
Energy Policy Act of 2005 gave FERC new responsibilities regarding the
establishment of mandatory reliability standards. In response, in Order No. 672
FERC certified the North American Electric Reliability Corporation (“NERC”) as
the Electric Reliability Organization responsible for developing and enforcing
mandatory reliability standards. NERC developed (and FERC accepted in Order
No. 693) various mandatory reliability standards as well as NERC’s Glossary of
Terms used in Reliability Standards. The BA is the responsible entity that integrates
resource plans ahead of time, maintains load-interchange-generation balance within
a specific metered area (known as the Balancing Authority Area or BAA) and
supports interconnection frequency in real time. The BAA is the collection of
generation, transmission and loads within specific metered boundaries over which

the BA has responsibility.

PLEASE EXPLAIN THE “SYSTEM RELIABILITY” CRITERIA WITH
WHICH THE COMPANY MUST COMPLY IN OPERATING ITS
TRANSMISSION SYSTEM AND BA AREA.

The Company is recognized by NERC and the Western Electricity Coordinating
Council (“WECC”) as performing numerous functions defined in the NERC
Functional Model pertaining to the operation of the North American Bulk Electric
System. Accordingly, the Company is legally required to comply with all NERC
and WECC Reliability Standards applicable to the functions for which the

3 A Transmission Operator refers to the entity that is responsible for the reliability of its “local” transmission system
and the entity that operates or directs the operations of transmission facilities.
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11.

Company is registered. In the context of this discussion, the most pertinent among

these functions are TOP and BA functions.

Within the TOP and BA functional areas, the Company complies with the

Reliability Standards, which require, among other things, the following:

1) Continuous balancing of BAA load and resources;
2) Maintenance of a minimum amount of operating reserves;
3) Re-establishment of balance within 15-minutes following a sudden loss of

generating resources;
4) Operation of transmission facilities within established operating limits; and
5) Operation such that grid instability, uncontrolled separation or cascading

outages shall not result from the most severe single contingency.

PLEASE DESCRIBE THE CIRCUMSTANCES UNDER WHICH IT MAY
BECOME NECESSARY FOR THE COMPANY TO EXECUTE SHORT-
TERM TRADES TO SUPPORT SYSTEM RELIABILITY.

From a transmission system reliability standpoint, a number of circumstances may
necessitate the execution of short-term energy transactions or adjustments to
planned transactions. These circumstances include unexpected loss of generation
due to forced outages or capacity constraints, actual loads being higher than
forecasted and transmission constraints due to forced outages or other unanticipated
contingencies concerning transmission facilities inside or outside the Company’s
transmission network. Additionally, due to larger concentrations of renewable
generation, primarily solar, occasional seasonal oversupply can occur during low

load conditions.
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12.

In any of these circumstances, the transmission system may enter a condition
where, absent an adjustment to short-term transactions, one or more of the
requirements of the NERC Reliability Standards will be violated. Operation in
violation of the NERC Reliability Standards poses undue risk to the reliable and
secure operation of the Bulk Electric System, and also can result in monetary
sanctions for non-compliance. When there is a negative imbalance between load
and resources, and generating unit output cannot be increased, the Company
procures additional resources to regain such balance and restore the required
reserve margins. On the other hand, when resources exceed actual load, and
generating unit output cannot be lowered, the Company may curtail the delivery of
purchased energy to restore balance, or the Company may have to sell surplus
resources to regain balance. When such imbalances occur within the hour, the
Company may restore balance through its participation in the EIM when established

resource sufficiency tests have been met.

PLEASE PROVIDE EXAMPLES OF SHORT-TERM TRANSACTIONS OR
ADJUSTMENTS THAT WOULD HAVE BEEN TYPICAL FOR THE
COMPANY TO EXECUTE FOR RELIABILITY REASONS DURING THE
DEFERRAL PERIOD.

Listed below are several typical examples of situations where system reliability

1ssues have necessitated the execution of short term transactions:

Shortage of Operating Reserve: Occurring during real-time system operation, the
generation and purchased power resources currently in use are insufficient to
uphold the amount of Operating Reserve required by the NERC (“BAL”)

Standards. The Company’s transmission system can enter this state for a variety of
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reasons including: higher actual load compared to forecast, generating units not
being available as planned or pre-scheduled, unexpected generating unit outages,
unexpected deviations from forecasted production of renewable resources, or
energy transaction curtailments. In order to promptly restore the required Operating
Reserve, the Company typically secures additional hourly energy, which allows
other generating resources to reduce their output, thereby regaining a corresponding
amount of reserve capacity to satisfy the BAL requirements. Alternatively, the
Company may dispatch additional generation resources, for instance, a combustion

turbine generator, to restore Operating Reserve.

Transmission Constraints: The pre-scheduled transactions necessary for load
service have been curtailed due to unforeseen transmission conditions either within
or external to the Company’s transmission system. Re-supply of the curtailed
transaction takes the form of a replacement short-term transaction on an alternate

transmission path or re-dispatch of generation if available.

Physical Limits of Generating Unit Load Ramp: Hourly net area interchange
schedules are planned such that system generating resources can be ramped upward
and downward as necessary to maintain continuous balance within the BAA. There
are practical limits impacting how quickly generating resources can ramp up and
down, and hence, there are limits to the hourly change of the aggregate net system
interchange. At times, the ramp capability of the available generating resources is
insufficient to maintain the required balance, and short-term purchases must be
made to reduce the amount of hourly change in the output of the generation fleet.

This is also known as “smoothing the ramp.”
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13. Q. PLEASE DESCRIBE THE POLICIES AND PROCEDURES THAT
GOVERN DECISIONS TO EXECUTE SHORT-TERM TRADES TO
SUPPORT SYSTEM RELIABILITY.

A. The Company’s Transmission and Balancing Operators adhere to all applicable
NERC and WECC standards and operating practices. The Company has established
a FERC Compliance Plan, which includes an appendix specific to compliance with
the NERC Reliability Standards provided in Exhibit Whetzel-Direct-2. Further,
the Company is subject to the WECC Compliance Monitoring and Enforcement
Program, which includes self-certification, spot-check audits and formal
compliance audits to ensure that full compliance is continuously demonstrated, see
Exhibit Whetzel-Direct-3. In keeping with the Company’s obligation to comply
with these standards, short-term transactions may be directed by system operators

as necessary to maintain compliance.

III. NEVADA POWER BALANCING AUTHORITY JOINING THE CAISO EIM

14. Q. WHAT WAS THE PRIMARY REASON FOR THE BA TO JOIN THE
CAISO EIM OPERATIONS?

A. The Commission approved the Companies’ participation in the CAISO in Docket

No. 14-04024. The decision to participate in the EIM was primarily based on direct

financial benefits to the Companies’ customers, improved electric system

reliability, promotion of renewable energy integration and enhanced system

visibility. The Companies began participation in the CAISO EIM in December

2015, and Nevada Power was designated as the BA and TOP for the Companies.
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15.

16.

17.

DID THE EIM OPERATIONS CHANGE THE COMPANY’S
RELIABILITY AND COMPLIANCE OBLIGATIONS?

No. The Company, as a BA and TOP, maintains its authority and responsibility as
a reliability entity. As such, the Company remains responsible for mandatory
compliance with NERC and WECC Reliability Standards, and is responsible for its
reliability related services and meeting compliance obligations. In addition, the BA
may manually dispatch units when necessary for reliability purposes even if

contrary to the dispatch signals from CAISO EIM operations.

HOW DOES THE CAISO EIM AID IN IMPROVING ELECTRIC SERVICE
RELIABILITY FOR THE COMPANY?

As a participant in the CAISO, the Company has access to a wider pool of energy
resources to manage natural intra-hour load deviations caused by changes in
forecast and changes in the output of variable energy resources, such as solar,
geothermal and wind based renewable generation. The Company also provides the
EIM with a detailed model of its transmission system, allowing for redundant
monitoring of potential congestion across its transmission system (through the

Company’s and CAISO models running congestion analysis, simultaneously).

HOW DOES THE EIM OPERATE?

The CAISO EIM is a combination of two market models. The 15-Minute Market
(“FMM”) commits and dispatches the resources available to the market to balance
against the BAA load forecast for every 15-minute period. A more granular Real
Time Dispatch (“RTD”) dispatches the available resources to the EIM to balance
against the BAA’s load forecast for each five-minute period within the FMM. The

EIM-based dispatch of resources takes into account the regional transmission
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18.

19.

20.

system availability to provide congestion relief, and dynamically transfers energy
between participating BAAs based on market economics and transmissions system

availability.

HOW ARE RENEWABLE ENERGY RESOURCES MANAGED WITHIN
THE EIM?

The BA provides a five-minute forecast for all variable energy resources, including
all solar, geothermal and wind generation within the Company’s BAA, to the EIM.
The forecast is updated every five minutes, providing an accurate account for any
changes in the renewable energy output. This allows the EIM to manage any
resulting imbalances through RTD of resources available to the EIM. The Company
uses an independent service provider for forecasting of variable energy resources
for the EIM, and the variable energy resource forecast is provided directly to the

CAISO.

WHAT IS AN EIM ENTITY AND WHO PERFORMS THE FUNCTIONS
OF EIM ENTITY ON BEHALF OF NV ENERGY?

The EIM Entity is the BA responsible for facilitating the EIM operations for
participating resources within its BAA. The EIM Entity is also responsible for
facilitating the operation of non-participating resources, as well as managing
settlements associated with EIM charges and credits. For the Company, the

Transmission organization is the EIM Entity.

EXPLAIN EIM TIMELINE FOR OPERATIONS.
The FMM divides each operating hour into four segments. Each 15-minute segment

is treated as an independent resource commitment and balancing opportunity. With
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21.

the first 15-minute segment starting at the top of the operating hour (T), the EIM
optimization run is initiated 37.5 minutes prior to the start of the operating hour (T-
37.5 minutes) based on the EIM Entity’s submission of balanced schedules for the
hour. The EIM tariff requires that the BA, acting as the EIM Entity, submit balanced
schedules for the operating hour to the Market Operator (the CAISO) at least 40
minutes prior to the start of the operating hour (T-40 minutes). This ensures that
each EIM Entity comes into the market fully balanced, and the EIM Operator is
only responsible for natural intra-hour deviations in load and resources. Each FMM
is further divided into three five-minute segments for RTD. Market instructions are
provided for participating resources for each five-minute period, to ensure optimal

balance of resources and load every five minutes.

HOW DOES THE COMPANY ENSURE THAT THE RELIABILITY
NEEDS OF ITS BAA ARE MET IN THE EIM?

Based on the EIM requirement to have the balanced schedules available to the
market no later than 40 minutes prior to the start of the operating hour (T-40
minutes), all Participating Resource Scheduling Coordinators (“PRSCs”) and Non-
Participating Base Scheduling Coordinators (“NP BSCs”) are required to have the
resource schedules available to the EIM Entity no later than 57 minutes prior to the
operating hour (T-57 minutes). For the Nevada Power BA, this means that the
Resource Optimization team (the Company’s PRSC) must submit a schedule to the
Transmission organization by T-57. All Load Serving Entities (“LSE”) within the
Company’s BAA must also provide a balanced schedule of resources against the
LSE forecasted load. Based on the available schedules, the EIM Operator conducts
balancing tests to verify the Nevada BAA’s reliability balance at 55 minutes prior

to the operating hour (T-55 minutes). The EIM Operator then provides the results
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22.

23.

of these reliability tests to the EIM Entity. Only the BA (that is, the Transmission
organization) acting as the EIM Entity, has the ability to make any changes to the
resource schedules from 55 minutes prior to the start of the operating hour to 40
minutes prior to the start of the operating hour. The EIM Entity (i.e., the
Transmission organization) uses the period from T-55 minutes to T-40 minutes to
ensure that all reliability standards are met, and the resources are balanced against

the most current load forecast.

WHAT TYPE OF CHANGES ARE MADE BY THE EIM ENTITY TO THE
OPTIMIZED BASE SCHEDULES AFTER T-55?

The EIM Entity is ultimately responsible for safety, reliability, and compliance of
BA operations. As such, the EIM Entity only makes changes to the economically
optimized base schedules to ensure safety, reliability and compliance. Such
practices allow for maximizing economic opportunities offered through the EIM

while maintaining safe, reliable, and compliant operation of the BAA.

HOW ARE THE COMPANY’S RELIABILITY NEEDS MET AFTER THE
EIM TIMELINES?

The EIM Entity has the ability to make changes that may be required for reliability
purposes to its resource portfolio at any time, including after T-40 submission of
the balanced schedules for the T-37.5 EIM-area optimization. The EIM Entity
retains the ability to make any needed reliability-based changes in real-time to load

forecasts, resource schedules and transmission system availability as needed.
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24.

25.

WHAT IS AN EIM BALANCING TEST AND WHAT WAS THE
COMPANY’S PERFORMANCE IN THE BALANCING TESTS?

The Market Operator assesses the scheduled resources against the most current load
forecast 40 minutes prior to the start of the operating hour for each BAA
participating in the EIM. The test is considered successful if the scheduled
resources are within 1 percent of the BAA’s load forecast. In 2023, the Company
successfully passed 99.9 percent of the hourly balancing tests. For comparison, the
Market Operator’s FERC approved readiness criteria established a performance

target of 90 percent.

WHAT TYPE OF TESTS ARE CONDUCTED BY THE EIM OPERATOR
AND WHAT ARE THE CONSEQUENCES OF NOT PASSING ONE OR
MORE TESTS?

Each hour, the EIM Operator conducts four tests to ensure that the EIM Entity is
properly scheduled and will not be burdensome on other EIM participants during
the operating hour. The feasibility test calculates estimated transmission system
flows to ensure that the entity’s resource schedule will not violate any transmission
facility limits. The balancing test measures the resources scheduled by the EIM
Entity against the load forecast. A balancing test is considered passed if the sum of
scheduled resources is within one percent of the load forecast. If a balancing test is
failed, then the EIM Entity may face load forecasting charges if the actual load is
not within 5 percent of the sum of scheduled resources. Bid range capacity tests are
performed to ensure that each entity has provided bids that will allow its internal
resources to move up or down to meet the imbalance between load, interchange,
and generation. Additional flexible ramp tests are conducted for each 15-minute

period to ensure the EIM Entity’s ability to ramp up or down to meet the normal

Whetzel-DIRECT 14

Page 67 of 238




Nevada Power Company

and Sierra Pacific Power Company

d/b/a NV Energy

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

26.

27.

28.

variations in the forecasted load and the renewable energy generation (wind and
solar). Failure to pass the bid range capacity or flexible ramp tests may result in
restriction on the EIM Entity to import or export incremental energy for the
associated 15- minute period that the test(s) failed. Preliminary tests are conducted
twice, and the results allow the EIM Operator to adjust resource schedules and bids

ahead of the third and final (binding) test.

WAS THE COMPANY RESTRICTED FROM PARTICIPATING INTO
THE EIM FOR ANY PERIOD WITHIN 2023?

No.

WHO PROVIDES THE EIM LOAD FORECAST FOR THE COMPANY
BALANCING AUTHORITY?

The CAISO provides the load forecast for the Nevada BAA. By using the CAISO
provided load forecast rather than an alternative forecast, the Company mitigates
exposure to additional costs imposed by the CAISO for large discrepancies between
the forecast and actual load. CAISO has dedicated resources for load forecasting.
CAISO’s load forecasting accuracy was tested in several months prior to the start
of parallel operations in the EIM, and was found to be accurate for the purposes of

load and resource balancing.

HOW CAN THE COMPANY MAKE ADJUSTMENTS TO THE CAISO
PROVIDED LOAD FORECAST?

If the Company BAA has a reasonable confidence in a CAISO forecasting
inaccuracy, the EIM Entity can contact the CAISO load forecasting team and

provide any additional information needed for an improved and accurate forecast.
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29.

30.

The Company may use its own forecast if it ultimately determines, using its own
experience and judgement, that the CAISO-provided forecast has an untenable
degree of inaccuracy. Any anomalies in the CAISO forecast are identified through
trending of several similar days of the Company’s historical, actual balancing area

load against the real-time forecast provided by the CAISO.

HOW DOES THE EIM ENTITY COMMUNICATE WITH THE EIM
OPERATOR IN REAL TIME?

The EIM Entity uses a number of EIM operational tools to communicate
electronically with the EIM Operator. These tools include, but are not limited to,
Base Schedule Aggregate Portal, Balancing Authority Area Operations Portal, and
Outage Management System. Electronically telemetered information is also
provided directly to the EIM Operator. In addition, the EIM Entity is able to
verbally communicate with the Real Time Market Operator at CAISO to resolve

any issues that may come up during operations.

HOW HAS THE COMPANY BALANCING AUTHORITY FUNCTION
CHANGED FROM PRE-EIM TO POST-EIM?

Prior to joining the EIM, the Transmission organization, as the BA, dispatched its
own operationally-controlled resources, based on an internal optimization, to
account for natural deviations between scheduled and actual energy and load. In the
EIM, the CAISO provides dispatch instructions to all resources available to the
EIM (including resources from other EIM participating balancing authorities) to
account for the natural deviations between scheduled and actual energy and load in

the entire EIM footprint. The Company’s Transmission organization retains the
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ability to change the Market Operator’s resource dispatch instructions based on its

safety, reliability, and compliance requirements.

Moreover, prior to joining EIM, the Company had a BA obligation to provide this
imbalance service to its customers (both retail and FERC jurisdiction). For certain
non-native load customers, the Transmission organization issued bills for the
provision of imbalance service to account for deviations between scheduled and
actual energy (both load demand and generation production). Whereas for native
load customers, there was no separate identification and tracking of imbalance
service. The Company’s participation in the EIM did not alleviate the Company’s
obligation to continue providing this imbalance service. Instead, the EIM merely
added transparency to the provision of this service through market invoices and
settlement statements. Both prior to and after joining the EIM, the Transmission
organization issues bills to non-native load customers for the provision of

imbalance service under its federally approved OATT.

IV. CONCLUSION

31. Q. DOES THIS CONCLUDE YOUR PREPARED DIRECT TESTIMONY?
A. Yes.
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Kim Whetzel
Director, Grid Operations & Reliability
NV Energy, Inc.
6100 Neil Road
Reno, NV 89511
(775) 834-3776

Kim Whetzel has been the Director, Grid Operations and Reliability for NV Energy, Inc. (“NVE”), since
July 2022. She has extensive knowledge of the application of North American Electric Reliability
Corporation (NERC), Western Electricity Coordinating Council (WECC), and Federal Energy Regulatory
Commission (FERC) reliability and compliance standards. The Grid Operations business group includes
balancing, transmission, and distribution system operations for Sierra Pacific Power Company and
Nevada Power Company.

Employment History

NV Energy, Inc.
July 1999 to present

July 2022 to present
Director, Grid Operations and Reliability

Responsible for balancing, transmission, and distribution system operations. Serves as the
primary compliance contact for all compliance activities related to NERC and WECC Reliability
Standards including reliability enforcement activities such as audits and investigations.

May 2016 to July 2022
Manager, Transmission and Distribution Operations

August 2008 to May 2016
Transmission/Distribution System Operator

May 2003 to August 2008
Utility Material Specialist

July 1999 to May 2003
Clerical Specialist

Education

Western Governors University, Salt Lake City, UT
Masters in Business Administration, 2022

Bismarck State College, Bismarck, ND
Bachelor of Applied Science in Energy Management, 2015
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Bismarck State College, Bismarck, ND
Associate of Applied Science in Electrical Transmission System Technologies, 2013

University of Nevada, Reno, NV
Bachelor of Science in Biology, 2005

Truckee Meadows Community College, Reno, NV
Associate of Science in Biology, 2003

Certification

NERC RC Certification RC201001006, issued 2010, active status
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Are you putting the pieces together?

W NVEnergy e LY N

NERC Reliability
Compliance Plan

Compliance and Standards

The Companies are committed to the safe, efficient, and reliable operation of the electric distribution,
transmission and generation facilities that support reliability and security of the Bulk Electric System.
To that end, the Company commits to act in compliance with all NERC Reliability Standards applicable
to the Company’s electric utility operations. EVERY employee is responsible for ensuring that their
actions, and the actions of the entire business unit in which they work, comply with all applicable NERC
Reliability Standards.
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BACKGROUND

The Bulk Electric System (“BES”) has operated under the guidance of a set of North American
Electric Reliability Corporation (“NERC”) Policies — replaced by NERC Standards — since the
early 1960s. Adherence to these Policies and Standards, until 2007, was technically a matter of
voluntary compliance, with one notable exception in the West. Following the 1996 Disturbance
events in the Western United States (“Region”), the Western Electricity Coordinating Council
(“WECC”) established a program of mandatory compliance with more than a dozen Reliability
Standards deemed by the WECC members as being key to the preservation of BES reliability.
This program, known as the Reliability Management System (“RMS”), was established through
the voluntary participation of the largest electric utilities within the WECC Region. These
utilities contracted with WECC to comply with the provisions in the RMS and submitted to
sanctions and penalties for non-compliance with those provisions.

Historically, the industry was largely successful in monitoring itself and holding participants
accountable for the provisions of the standards. However, in August of 2003 a major disruption
of the electric grid in the northeastern United States and Canada caused loss of service to tens
of millions of electric customers. Investigation of the root causes of this blackout event found
that numerous of the then-established NERC Policies had been violated and that this not only
was the cause, but it also contributed to the severity of the event and its duration.

In 2005, Congress acted to pass legislation known as the Energy Policy Act of 2005 (“EPAct
2005) which for the first time made BES reliability a legal requirement and called for a
comprehensive set of mandatory Reliability Standards that must be followed by all entities that

own, operate or use the BES. The EPAct 2005 designated the Federal Energy Regulatory
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Commission (“FERC”) as the federal agency responsible for administration and enforcement of
the law’s provisions. FERC subsequently designated NERC as the Electric Reliability
Organization (“ERO”) whose responsibilities include development, monitoring and
enforcement of the Mandatory Reliability Standards (“Standards”) under which the BES is to
operate.

NERC, as the ERO, has undertaken an industry-wide effort to register BES owners, operators
and users across North America, so that these entities may become fully accountable for the
applicable Reliability Standards Requirements (“Requirements”). FERC initially approved 83
of the body of NERC Reliability Standards for implementation and compliance enforcement
beginning June 18, 2007. Each Standard contains numerous Requirements and associated
measures, which are metrics indicating the degree of compliance (“Measures”). The number of
Standards and Requirements continues to fluctuate as a result of new versions of existing
Standards, creation of new Standards and retirement of Standards.

NV Energy, Inc., its subsidiaries and affiliates (“NVE”) and its operating companies, Nevada
Power Company and Sierra Pacific Power Company doing business as NV Energy (“the
Companies”), have had a proud history of cooperation and compliance with the NERC Policies,
Standards and WECC Regional requirements since their inception and continually improve in
the formality for which compliance with the applicable Reliability Standards is achieved.

In 2015, NERC deployed a risk-based approach to compliance monitoring and enforcement
through a Reliability Assurance Initiative (RAI). This effort transformed the program into one

that is forward-looking, focuses on areas that represent a high risk to BES reliability, and reduces
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the administrative burden on Registered Entities. NV Energy has utilized these concepts to align
with the Risk-based Compliance Oversight Framework (Framework).

Prior to July 2020, the Companies were registered as separate NERC Registered Entities, with
the Companies each serving in the “Registered Functions” of Transmission Operator (TOP),
Transmission Owner (TO), Transmission Planner (TP), Transmission Service Provider (TSP),
Resource Planner (RP), Planning Authority (PA), Generator Operator (GOP), Generator Owner
(GO) and Distribution Provider (DP). In addition to these aforementioned functions, Nevada
Power Company serves in the “Registered Function” of Balancing Authority (BA).

In June 2020, the Companies were consolidated into a single NERC Registered Entity, under
the Nevada Power Company Registered Entity (with company name change to NV Energy), so
that all current Registered Functions are held by the same Registered Entity. Sierra Pacific Power
Company was deregistered as a NERC Registered Entity.

The applicable Reliability Standards for NV Energy based on these Registered Functions are

documented in Appendix B.
PROMOTING A CULTURE OF COMPLIANCE

For purposes of this NERC Reliability Compliance Plan, “Senior Management” refers to NV
Energy employees that are at the level of Director and above, including “Senior Officers.”
Senior Officers are identified as NV Energy employees that are at the level of Vice President
and above.

Senior Officers are committed to promoting a culture of compliance in all aspects of the
Company’s electric utility operations. Senior Officers have established a robust compliance

atmosphere, through a "tone at the top” approach, and is committed to promoting NVE's
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continued compliance efforts. To this purpose, NV Energy maintains a Risk Committee
composed of senior officers which review and assess risks including NERC related compliance
activities and initiatives. The committee meets on a monthly basis.

Senior Management is committed to providing the appropriate level of resources, both
financial and personnel, taking into account, reliability and other operating requirements and
economic conditions to maintain NVE's compliance program and culture of compliance.

This NERC Reliability Compliance Plan (“Plan”) is to help ensure that all employees of NVE
comply with all applicable provisions of the Energy Policy Act of 2005 (“EPAct2005”), with
respect to the mandatory Reliability Standards. Our purpose is to promote a culture of
compliance and security -- where compliance and ethical behavior are well understood,

proactively addressed at all levels, and treated as an essential part of our business.

A. Purpose
1.FERC’s Policy Statements on Enforcement and FERC’s Policy Statements on Penalty
Guidelines! provide that among the factors FERC will evaluate when determining remedies

for violations — including application of the enhanced civil penalty authority provided by

1

Policy Statement on Enforcement, 113 FERC { 61,068 (2005) and Revised Policy Statement on Enforcement,
123 FERC 1 61,156 (2008), Policy Statement on Penalty Guidelines, 130 FERC { 61,220 (2010) and Revised
Policy Statement on Penalty Guidelines, 132 FERC { 61,216 (2010).
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the EPAct 2005 — is a company’s “culture of compliance” and the steps a company has

taken “to create a strong atmosphere of compliance in their organizations.”*

2.FERC’s Policy Statements on Enforcement and FERC’s Policy Statements on Penalty
Guidelines were explicitly influenced by the U.S. Justice Department’s Federal Sentencing
Guidelines, specifically the 2004 and 2008 amendments which included a detailed
discussion of effective compliance and ethics programs and the impact that such programs
can have on the calculation of the culpability score used to determine the sentence to be
imposed after conviction of a corporation or other business entity. In particular, the Federal
Sentencing Guidelines laid out seven principles for an “Effective Compliance and Ethics
Program,”* which can be summarized as follows:

a. establish standards and procedures to prevent and deter unlawful conduct;

b.ensure knowledge and oversight of the compliance program by Senior Management,
with specific individuals delegated day-to-day operational authority;

C. use reasonable efforts to exclude from “substantial authority personnel” individuals
whom the organization knew, or should have known, have engaged in unlawful or non-
compliant activities;

d.provide reasonable steps to periodically communicate compliance standards and
procedures to Senior Officers, employees, and agents though training;

e. perform internal monitoring and periodic evaluation of the compliance program’s
effectiveness and create a publicized confidential mechanism to allow employees to
report or seek guidance about potential unlawful or non-compliant conduct;

2

3

4

Id. atP 2.
Id. at P 22.

Effective Compliance and Ethics Programs, Federal Sentencing Guidelines, Chapter 8, Part B, Section 2 (2004).
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f. promote the compliance and ethics program through (i) appropriate employee
incentives and (ii) appropriate disciplinary measures; and

g.take reasonable steps to respond to conduct and to prevent future occurrences after
unlawful conduct is detected.

3. The basic purpose of this NERC Reliability Compliance Plan is to aid in creating the culture
of compliance that FERC has outlined, through a robust and effective compliance program
that satisfies the principles of the Justice Department Guidelines as well as FERC’s Policy
Statements on Enforcement.

4.This NERC Reliability Compliance Plan represents one component of NV Energy’s NERC
Compliance Program which is designed to work in concert with other measures, policies,
documents and procedures that also are designed to promote and maintain a culture of
compliance.

5.To promote a culture of NERC compliance, NVE shall designate a Chief Compliance
Officer, who oversees this NERC Reliability Compliance Plan. The NERC Compliance
department, specifically the Director of FERC/NERC Compliance, has overall
responsibility to implement and maintain this NERC Reliability Compliance Plan.

6. While the Director, FERC/NERC Compliance is charged with these overall responsibilities,
all NVE employees remain responsible for ensuring that their actions, and the actions of the
entire business unit in which they work, comply with all applicable NERC Requirements.
Accordingly, all employees are required to be familiar with the NERC Reliability Standards

relevant to their business, know Reliability Standards applicable to his/her specific job and
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comply with such requirements in executing their duties. Failure to meet these obligations
may result in disciplinary action, up to and including possible termination of employment.
7.To further foster a culture of compliance, the compensation of every employee in all
relevant business units responsible for NVE’s electric utility operations will include a
component for compliance, e.g., Scorecard KPIs, Performance Appraisals, Individual

Performance Objectives, or a Short-Term Incentive Plan Corporate goal.

III. POLICY STATEMENT

NV Energy is committed to the secure and reliable operation of the electric distribution,
transmission and generation facilities that support reliability of the Bulk Electric System. To
that end, NV Energy commits to act in compliance with all NERC Reliability Standards
applicable to NV Energy’s electric utility operations. EVERY employee is responsible for
ensuring that their actions, and the actions of the entire business unit in which they work, comply

with all applicable NERC Reliability Standards.

IV. NERC COMPLIANCE ROLES and RESPONSIBILITIES

The Chief Compliance Officer, the Director of FERC/NERC Compliance and members of the
Compliance Support Team are designated and identified in Appendix C, attached hereto. No
NVE employee shall have the ability to take any adverse or retaliatory action against another

NVE employee for actions with respect to their Compliance responsibilities.

A. Chief Compliance Officer

The Chief Compliance Officer, among other responsibilities, shall oversee this NERC

Reliability Compliance Plan. The Company will have a Chief Compliance Officer or an Acting
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Chief Compliance Officer in place at all times. The Chief Compliance Officer reports to the

Chief Executive Officer/President.

B. Director, FERC/NERC Compliance

The Director of FERC/NERC Compliance is responsible for implementing this NERC
Reliability Compliance Plan and addressing NERC compliance issues and policies. He/She
reports to the Chief Compliance Officer and shall have access to all Senior Officers at his/her
independent discretion.

The Director of FERC/NERC Compliance shall have sufficient resources to administer his/her
responsibilities and shall submit recommendations as warranted to the Chief Compliance Officer
regarding staffing, budgeting, and other resources (e.g., training, travel, etc.).

The Director of FERC/NERC Compliance, along with the Chief Compliance Officer, shall
oversee the business units and employee compliance efforts related to NERC requirements.
These responsibilities shall include, but are not limited to:

a. overseeing the NV Energy Standards development program;

b. overseeing the NV Energy Standards implementation program;

c. overseeing the NV Energy compliance monitoring and controls program;

d. remaining continuously informed of NERC compliance policies and requirements;

e.communication of compliance/enforcement policies, requirements and other NERC
related information to NVE employees as appropriate;

f. overseeing NERC compliance business processes and other BES Reliability related
initiatives;

g. reporting compliance performance, issues, or concerns to the Chief Compliance Officer;

REVISED December 19, 2019 9

Page 84 of 238



Exhibit Whetzel-Direct-2
Page 11 of 30
NERC Reliability Compliance Plan

h. providing compliance updates to Senior Officers and the Risk Committee;

i. ensuring that compliance-required training takes place for NVE employees engaged in
electric utility operations, and responding to their questions on an ongoing basis;

J. with respect to audits and investigations instituted by NERC and WECC, coordination of
NVE companies’ responses and interactions with NERC and WECC staff;

k. participating, as appropriate, in any technical conferences, rulemakings, or other
proceedings involving any of the subject matters for which he/she has responsibility; and

|. working in coordination with the Company’s Legal Department (“Legal”) to coordinate

audits and compliance reviews with NVE’s internal or external auditors and may also

provide guidance to the internal auditing organization when it conducts formal audits that
involve NERC requirements.

The Director of FERC/NERC Compliance will coordinate with NVE Internal Audit to ensure

that NERC compliance issues are effectively considered in the Company’s overall audit

program. He/She will serve as a resource for Internal Audit in terms of providing background

information, developing audit protocols, and assisting in the audit process as requested by

Internal Audit.

C. Compliance Support Team
The Compliance Support Team is made up of several specialists that, among many
responsibilities, play key roles in the implementation and effectiveness of the NERC Reliability
Compliance Plan. Note, the legal counsel and other subject matter experts described, may exist
outside of the NERC Compliance and Standards department. The Compliance Support Team
can be classified into four categories:
e NERC Compliance Engineering

e NERC Compliance Implementation

REVISED December 19, 2019 10

Page 85 of 238



hereto.

Exhibit Whetzel-Direct-2
Page 12 of 30
NERC Reliability Compliance Plan

e NERC Compliance Monitoring
e Legal Counsel

The Compliance Support Team is designated and identified by name, in Appendix C, attached

1. NERC Compliance Engineering

to:

The roles and responsibilities of NERC Compliance Engineering include, but are not limited

. implementing the NV Energy “NERC Standards Development Procedure”;

.implementing the “Procedure for NERC Compliance Technical Assessments” to support

the effectiveness of the NERC Compliance Monitoring Program;

. supporting business units on technical aspects of standards by reviewing and providing

feedback to internal policy, procedure, studies, assessments, and interpretations;

.supporting compliance monitoring and conducting technical engineering studies and

investigations to increase the effectiveness of the monitoring program;

. supporting compliance projects to implement changes for new or revised standards or to

implement enhanced detection, correction or prevention of compliance risks;

. supporting the involvement of the department in external and internal industry forums

and activities; and

.supporting all related WECC and NERC audit activities.

NERC Compliance Engineering personnel will report to the Director of FERC/NERC

Compliance and shall have access to the Chief Compliance Officer at his/her independent

discretion.

REVISED December 19, 2019 11

Page 86 of 238



Exhibit Whetzel-Direct-2
Page 13 of 30
NERC Reliability Compliance Plan

2. NERC Compliance Implementation
Compliance Implementation is led by the Project Manager of NERC Compliance and its
responsibilities in the Compliance Support Team include, but are not limited to:
a. implementing the NV Energy “NERC Standards Implementation Procedure”.

b. supporting business units in management of new requirements and obligations, especially
those that span multiple departments;

c. supporting compliance projects to implement changes for new or revised standards or
to implement enhanced detection, correction or prevention of compliance risks;

d. supporting Compliance and Standards on reliability related initiatives and major projects;
and

e. supporting all related WECC and NERC audit activities.
The Project Manager of NERC Compliance reports to the Director of FERC/NERC
Compliance and shall have access to the Chief Compliance Officer at his/her independent

discretion.

3. NERC Compliance Monitoring
NERC Compliance Monitoring is led by the Manager of NERC Compliance and its
responsibilities in the Compliance Support Team include, but are not limited to:

a. instituting and maintaining an effective compliance monitoring and enforcement program
for the NERC Reliability Standards and their related policies and procedures, from an
independent perspective;

b. conducting periodic independent assessments of NERC Reliability Standards compliance
and disseminating results of such assessments to the Director of FERC/NERC

Compliance;

c. overseeing the administration and tracking of periodic certifications related to NERC
Compliance through the Compliance Data Management System (webCDMS) and
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d. ensuring that annual self-reviews/self-certifications are conducted by Compliance Leads;

e. assisting the business functions in designing and executing compliance controls that will
facilitate compliance with NERC Reliability Standards;

f. maintaining and administering the SharePoint database and tracking tools for the NERC
Reliability Standards; and

g.supporting all related WECC and NERC audit activities.
The implementation of the NERC Compliance Monitoring Program ensures independence
from the operating areas of NV Energy to which the Requirements apply. The Manager of NERC
Compliance has direct and independent access to Senior Officers, including the Chief

Compliance Officer and CEO/President.

4.Legal Counsel
The roles and responsibilities of NERC Legal Counsel include, but are not limited to:

a. supporting Compliance and Standards as necessary.

D. Compliance Lead

Due to the technical nature and wide variety of applicability of the NERC Reliability Standards
to electric utilities, it is necessary to distribute the responsibility for compliance with the
Requirements to key individuals imbedded in the various operating units of NV Energy. These
individuals are referred to as Compliance Leads. One or more subject matter expert(s) within the
relevant business units will be identified as Compliance Leads. Compliance Leads are responsible
for knowing and understanding Reliability Standards applicable to their specific job and ensuring
their business unit implements and maintains processes and procedures that demonstrate

compliance with the Requirements identified in the NERC Reliability Standards. In the event that
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there are multiple Compliance Leads assigned to a single Requirement, collaboration on all aspects
of compliance is necessary. The criterion for the Compliance Lead is that he/she has a strong
working technical knowledge of the assigned NERC Reliability Standard(s), be at a level to make
decisions and enforce change, and be able to collaboratively work across business units. The
monitoring and control process allows NERC Compliance to evaluate the effectiveness of the
Compliance Leads in ensuring compliance. The Compliance Leads are designated and identified
in Appendix B, attached hereto. The process for selecting Compliance Leads is further defined in
the “Procedure for Designating a Compliance Lead”.

The roles and responsibilities of each Compliance Lead include, but is not limited to, the

following:

a. thoroughly research and understand the specific Reliability Standards, Requirements and
Measures that have been assigned to their responsibility area;

b.evaluate performance within their responsibility area and compare this to the assigned
Requirements;

c. prepare action plans as necessary to maintain full, auditable compliance with assigned
Requirements;

d.document internal controls to support the reliability and security of the bulk power system
for assigned Requirements

e. identify weaknesses or gaps in compliance with assigned Requirements and orchestrate
necessary corrective action;

f. through the performance of self-reviews and self-certifications, attest on an annual basis
to the status of compliance with assigned Requirements. These self-reviews include
written attestations. The self-certifications are done via WECC’s webCDMS online
submission portal,

g.immediately disclose any incidents or occurrences of non-compliance with assigned
Requirements to NERC Compliance and ensure that appropriate facts and data are made
available for reporting to WECC or NERC;
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h.implement changes to procedures and policies or create new procedures and
documentation to ensure compliance with evolving Requirements or new Requirements
that emerge from NERC,;

I. to the extent that additional statutes, orders, rules, or regulations change the application
of NERC requirements or create new NERC requirements, the Compliance Leads and
Business Unit Leaders shall be primarily responsible for ensuring compliance with these
changes; and

J. complete and provide documents (e.g. RSAW and evidence) as requested for internal
monitoring and auditing.

E. Meetings
It is essential that Business Unit Leaders keep abreast of NERC Reliability Standards and
Requirements and ensure their compliance efforts track such developments. Compliance Leads,
or their designee(s), in all relevant business units, shall meet semi-annually, or more frequently
as necessary, at “Compliance Lead Roundtable” meetings with NERC Compliance to discuss

NERC compliance developments, efforts, issues, and questions.
V. STANDARDS DEVELOPMENT

As NERC Standards or Regional Standards and Criterion are revised or added, it is important
that these Standards effectively support the reliability of the North American BES, and that NV
Energy is well positioned to meet or exceed expectations of the Standard. NERC Compliance
Engineering will participate in all stages of the development process to ensure that the new or
changing Standards are meeting these expectations. During the commenting and balloting period
for new or revised Standards, NERC Compliance Engineering will take steps to ensure the

appropriate Compliance Leads and Subject Matter Experts are advised of new or proposed
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changes to the Standards, as well as, incorporate their input into the comments and balloting
position for NV Energy. It is critical that Compliance Leads and Subject Matter Experts are
engaged during these early stages of Standards development, in order to aid the Standard
Development process.

At the completion of the Standards Development phase, the NERC Compliance Engineer will
transition all information from the Standard drafting project to the Project Manager of NERC
Compliance to begin the Standards Implementation phase. NV Energy’s NERC Standards

Development process is identified in detail in the “NERC Standards Development Procedure”.
STANDARDS IMPLEMENTATION

The Standards Implementation phase includes aspects of change management. With the focus
on results, NV Energy implements the plan-execute-measure-correct method to guide execution
of new and revised controls and documentation to ensure compliance requirements will be met
and exceeded by the Effective Date of the Reliability Standard.

It is the responsibility of the Project Manager of NERC Compliance to help manage the
implementation of new Reliability Standards, as well as versioning changes to existing
Reliability Standards, and direct other compliance significant initiatives. This includes working
with the necessary business units to meet or exceed implementation schedules of required
controls and documentation to ensure compliance with the new or revised Reliability Standard.
Additionally, providing oversight to Compliance Leads in achieving appropriate controls,
necessary training and/or education, and providing the tools required to demonstrate compliance.

Tools such as the “Interpretation and Implementation Assessment” or other documentation will
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be utilized to educate and promote successful execution of changes. This document includes,
but is not limited to;
¢ Reliability Standards summary,
e revisions and additions to NERC Glossary Terms,
* mapping,
e application examples, and
e analysis of requirements through the use of the Standard’s RSAW
To provide additional support through the implementation phase, meetings will be regularly
scheduled with Compliance Leads to disseminate the aforementioned information on the
modified Reliability Standards. Through this collaborative implementation phase, it is still the
responsibility of each Compliance Lead to take the necessary actions within their responsibility
areas to ensure continued compliance.
At the completion of the Standards Implementation phase, conceptually, the Project Manager
of NERC Compliance will then transition all relevant implementation information to the
Manager of NERC Compliance to begin the Monitoring phase. NV Energy’s NERC Standards

implementation process is identified in detail in the “NERC Standards Implementation Plan”.
VII. RISK ASSESSMENT

The Compliance and Standards department builds its procedures to develop a robust culture
of compliance and ethical behavior (e.g., compliance plans, training schedules, monitoring
schedules, documentation reviews, procedures and protocol development, risk assessments,

etc.) that focuses on ensuring the reliability of the Bulk Electric System. NV Energy leverages
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Risk Assessments performed by both NERC and WECC as noted in NERC’s Annual
Compliance Monitoring and Enforcement Program Implementation Plan.

NERC and WECC use a risk-based approach to identify, assess and prioritize risks to the
Bulk Electric System and to determine an appropriate compliance monitoring approach, which
enables the Compliance Enforcement Authority (CEA) to assign resources where they are most
needed and likely to be the most effective.

NERC’s Risk Assessment involves a review of system-wide risks and considerations that
include Reliability Standard and Requirement Violation Risk Factors, events and disturbances,
system trends, grid operating data, input from FERC and NERC standing committees, and
input from NERC program areas and departments. Western Electricity Coordinating Council’s
Risk Assessment identified specific risks unique to its Regional footprint and assessed
Registered Entities to identify the reliability risk that a specific entity may pose to the Bulk
Electric System.

NV Energy implements a Risk Assessment and Control Evaluation similar to those that are
a part of the Reliability Assurance Initiative (RAI) that the CEAs apply to the Registered
Entities. Additional criteria considered by NV Energy’s Compliance and Standards
department, identified in the “Procedure for NERC Compliance Risk Assessment”, includes
but is not limited to: violation risk factors, NERC’s most violated, review frequency, number
of parties involved, history, amount of human involvement, and the potential impact to the

BES.
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COMPLIANCE MONITORING AND CONTROLS

The NERC Compliance Monitoring Assessment Process aligns with NERC’s risk-based
approach and strategic direction. The NERC Compliance Monitoring Schedule is created based
upon the annual NERC Compliance Monitoring and Enforcement Program (CMEP)
Implementation Plan, which is designed to monitor, assess, and enforce compliance with all
“enforceable” Reliability Standards, focusing first on those standards and their associated
controls that pose a greater risk to the Bulk Electric System.

Enforceable Reliability Standards include all requirements of the Reliability Standards that
have been approved by the Federal Energy Regulatory Commission and are “effective.” NERC
Compliance Monitoring methodology ensures that all enforceable standards will be reviewed
within WECC’s 3-year audit cycle with requirements identified as presenting a higher risk
having an annual monitoring period. Those requirements that are more technical in nature will
also receive a technical assessment with the NERC Compliance Monitoring review to help
ensure that the requirements are being applied correctly. Furthermore, a control monitoring
process is in place in which requirements identified in the “Procedure for NERC Compliance
Risk Assessment” to have weak controls are assigned to the appropriate Compliance Leads to be
amended. The updated controls are then tested and reviewed by the NERC Compliance
Monitoring team.

The following items may require modifications to the schedule:

e nNew requirements,

¢ modifications to existing requirements become effective,
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e shifts in regulatory direction,
e changes to NERC’s Annual Implementation Plan,
e changes in WECC’s compliance monitoring and enforcement approach

The monitoring assessment process is implemented by the NERC Compliance Monitoring
team which reviews the completed Reliability Standards Audit Worksheet (RSAW) packages
and compliance supporting evidence submitted by the Compliance Leads for the related NERC
Reliability Standards and Requirements (based on a specified schedule taking into account a
number of factors).

The technical assessment process is implemented by NERC Compliance Engineering, and
includes reviewing Requirements that require technical studies, analyses, or calculations. Upon
completion of the technical assessment, NERC Compliance Engineering will provide both
suggestions and help to identify possible gaps that could reduce the reliability to the Bulk
Electric System.

NV Energy’s NERC Compliance monitoring review methodology and compliance monitoring
process are identified in detail in the documents “NERC Reliability Monitoring Schedule
Implementation Plan”, “Procedure for NERC Compliance Monitoring Assessments”,
“Procedure for NERC Compliance Risk Assessment” and the “Procedure for NERC
Compliance Technical Monitoring Assessments”.

The primary compliance monitoring tool for the NERC Reliability Standards is Microsoft
Office SharePoint. SharePoint serves as the central repository for NERC Compliance evidence.
Within this application, each and every applicable Requirement is individually listed and, via a

workflow task, assigned to a Compliance Lead within NV Energy for demonstration of
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compliance for his/her specific Requirement. Additionally, there are means to attach pertinent
supporting documentation or attach hyperlinks to such documentation.

Compliance Leads must periodically review and attest to the status of compliance with each
assigned Requirement as a part of the self-certification process, periodic data submittal process
and/or certain NERC Requirements. The period of this review is dependent upon the nature and

identified risk of each assigned Requirement.
DISCLOSURE OF VIOLATIONS / SELF-REPORTING

Instances of actual or suspected violations of the NERC Reliability Standards are to be
immediately reported by the employee who recognizes the issue. Such reporting should begin
with the employee’s immediate leader, or to the Compliance Lead who has the responsibility for
the particular area in which the violation occurred. Immediate communication is necessary due
to certain Requirements carrying time sensitive reporting criterion, which is noted in a separate
field in the SharePoint tool, for each Requirement. The actual disclosure communication of the
non-compliance to WECC and NERC will be coordinated between the business unit in which
the non-compliance was found, NERC Compliance and the appropriate Senior Officers. The
“Procedure for Self-Reporting " outlines the specific actions to be taken in instances where self-
reporting is necessary.

The Director of FERC/NERC Compliance will inform the appropriate Senior Officers of
actual and potential compliance violations and address potential compliance self-reports with
the appropriate members of Senior Management.

It is the intent of this NERC Reliability Compliance Plan to encourage an environment where

employees are expected to disclose actual or suspected violations of the NERC Reliability
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Standards without concern for personal consequence. We reserve the right to investigate all
violations, willful or not, and to determine disciplinary action in accordance with NV Energy
established disciplinary practices up to and including termination.

During the mitigation plan or corrective action process, NERC Compliance will assess if there
are necessary changes to the NERC Reliability Compliance Plan or other processes or procedural
documents to prevent the likelihood of recurrence of the identified violation. NV Energy’s Root
Cause Analysis (RCA) tools and Human Performance Improvement (HPI) tools are available to
help identify and correct weaknesses. For possible violations, self-reports, near misses and other
exposures to non-compliance the Compliance and Standards department will utilize these tools

to identify and correct potential gaps.
X. TRAINING

Training is an integral part of the process when it comes to maintaining a reliable system.
Business units such as, but not limited to, Transmission, Electric Delivery, and Energy Supply
employ trainers and compliance personnel to ensure that training is effectively and consistently
delivered.

In addition to business unit specific programs, Compliance and Standards implements
compliance training practices. These practices include, but are not limited to, the following;

e new Compliance Lead and Subject Matter Expert training,
o face-to-face biannual training and awareness for Compliance Leads and Subject Matter
Experts,

e centrally stored compliance training material available to all employees,

REVISED December 19, 2019 22

Page 97 of 238



Exhibit Whetzel-Direct-2
Page 24 of 30
NERC Reliability Compliance Plan

standards implementation and interpretation guidance,

internal and third-party department training for the Compliance Support Team and

leadership, and

additional training and guidance as needed

monthly delivery of the NV Energy NERC Compliance Newsletter includes information
about upcoming events.

Senior Officers, Senior Management, the Compliance Support Team, Compliance Leads and
Subject Matter Experts are encouraged to participate in and attend electric reliability and
compliance related webinars, conferences, and trainings.

XI. COMPLIANCE COMMUNICATIONS

NERC Compliance utilizes various methods to communicate compliance related matters

including but not limited to the following:

1. The NV Energy NERC Compliance Newsletter. A monthly electric reliability compliance
newsletter is distributed to Senior Management, the Compliance Support Team,
Compliance Leads, Subject Matter Experts and other interested parties. The purpose of the
newsletter is to deliver relevant information in a summarized fashion to key individuals at
NV Energy.

2.During meetings with the Compliance Leads, like the Compliance Lead Roundtables,
Compliance and Standards will communicate material changes in the NERC and WECC
Reliability Standards/Requirements and the NERC Reliability Compliance Plan to the

Compliance Leads. While this is a way to make sure that Compliance Leads receive updates
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regarding major changes in compliance requirements, Compliance Leads are still charged
with remaining informed of changes in NERC Requirements that impact their business.

3.The most up-to-date version of the NERC Reliability Compliance Plan shall be made
available to all employees via NVE’s intranet.

4.Other compliance communications (e.g., Compliance Awareness, Security Awareness,
Hotline Reporting, etc.), as deemed necessary, shall be communicated periodically
throughout the year utilizing an appropriate methodology (e.g., Intranet, email, physical
postings, etc.).

XII. MEASUREABLE COMPLIANCE PERFORMANCE TARGETS

NVE utilizes a number of different compliance performance targets and goals to stress the
importance of and achieve compliance with the NERC Reliability Standards. These goals vary
from corporate level performance to specific individual performance. NV Energy operates by
six core principles, two of which are regulatory integrity and operational excellence. Business
units and individual performance goals are established to align with the corporate goals and core

principles as appropriate.
XIII. ANNUAL REVIEW

The NERC Reliability Compliance Plan shall be reviewed at least once per year and modified
as necessary to update changes to the NERC Reliability Standards and ensure that the overall
compliance program remains effective and addresses the evolving requirements of the operation
of the Bulk Electric System. The appropriate Senior Officers shall approve material changes to

this NERC Reliability Compliance Plan before they become effective. Revisions to the NERC
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Reliability Compliance Plan shall be timely conveyed to employees with compliance

responsibilities.

A. Revision History
The following table represents a summary of the NERC Reliability Compliance Plan

revisions:

Revision Date | Custodian | Modification Description

May 29, 2007 | Ruth Initial Release
Urbantke

October 17, Ruth Various

2007 Urbantke

April 14, 2008 | Brian Revised Compliance Leads on Compliance Lead Table
Pauling

April 29, 2008 | Brian BOD Approved April 14 modifications*
Pauling

May 8, 2008 Brian Revised Compliance Leads on Compliance Lead Table
Pauling

August 14, Brian Revised to reflect NV Energy name change, Back

2009 Pauling ground, Policy Statement, Compliance Leads on

Compliance Table, Paul Kaleta’s title change, Annual
Review reference

November 18, | Brian Add compensation clause from overall FERC

2009 Pauling Compliance Plan to the NERC Compliance Plan
(Appendix A)

March 12, Brian Revised Background to include SPPC’s Audit/Spot

2010 Pauling Check and Compliance Leads on Compliance Lead
Table

February 7, Brian Revised Background to include Standard count

2011 Pauling fluctuation language and include NPC’s Spot Check.
Updated Compliance Leads on Compliance Lead Table

March 1, 2012 | Brian Significant updates including, but not limited to; remove

Pauling NERC Compliance Plan as an Appendix to the FERC

Compliance Plan and add information to become a
standalone document, update roles and responsibilities
section, meetings, measureable performance targets, and
compliance communication section

September 26, | Brain Non-substantial changes; update titles and appendices.
2012 Pauling
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June 13, 2013 | Brian Review. Updated appendices.
Pauling
December 19, | Brian Update responsibility section for FERC Compliance,
2013 Pauling and the evolving standards/evolving standards section to
ensure coordination. Updated appendices.
November 25, | Brian Review, non-substantial changes. Updated appendices.
2014 Pauling
January 12, Tammie Updated appendices.
2015 Henderson
July 31, 2015 | Eric Significant updates including, but not limited to; cover
Schwarzrock | page, table of contents, roles and responsibilities and the
compliance support team, compliance engineering,
compliance implementation, reference to RAI, Risk
Committee, risk assessment, mention to company’s
RCA and HPI tools, the NVE NERC Newsletter, update
associated policy/procedures, and added this revision
history to the annual review section.
August 23, Eric Split New/Evolving Standards section to Development
2016 Schwarzrock | and Implementation sections. Rearranged Development,
Implementation, Risk and Monitoring section to align
with NVE compliance framework. Updated titles.
Updated training section. Added clarification for the
Manager of Compliance Implementation and NERC
Compliance Engineer.
April 26, 2017 | Tammie Formatting changes in Section IV and updated
Henderson | Appendices B and C.
July 24,2017 | Leilani Added clarity to Compliance Lead, Section 1V-D.
Hinyard Revised Compliance Leads — Roles and
Responsibilities, Section IV-E.
January 31, Kevin Grammatical revisions; Document structure; Corrected
2018 Salsbury position titles to match company designations and other
Plan documentation references
December 20, | Kevin Annual Review; Grammatical revisions and position
2018 Salsbury title revisions
December 19, | Kevin Annual Review
2019 Salsbury
February 10, Kevin Updated titles in Plan and Appendices; Added FERC
2020 Salsbury attorney
February 12, Kevin Revised title of Director of FERC/NERC Compliance;
2021 Salsbury Included language on consolidation of Registered Entities;

Removed reference “the Companies”; Updated Appendix C
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APPENDIX A

NV Energy employees participate in a significant number of Regional and Sub-Regional

forums to help shape the regulations and to stay abreast of the changes. Some of these include:

WECC Region
Member Representatives Market Interface Committee
Operating Committee Planning/Coordination Committee

Operating Practices and Event Analysis

NAESB Work Group Subcommittee

EMSDM Work Group Relay Work Group

Critical Infrastructure and Information Chief Dispatcher Forum
Management

Interchange Scheduling & Accounting Remedial Action Scheme Reliability
Subcommittee (past Chair) Subcommittee (Chair)

Joint Synchrophasor Information

Unscheduled Flow Admin Subcommittee :
Subcommittee

Compliance User Group CIP User Group

Northwest Power Pool Sharing Group

Operating Committee Frequency Reserve Sharing Group

Reserve Sharing Subcommittee

Other

Joint Engineering/Operating Committees
(Eldorado, Navajo, McCullough)

North American Transmission Forum

Standards Drafting Teams

NERC Registered Ballot Body - Segment 5

(NATF)
National Energy Compliance Forum Western Interconnection Compliance Forum
(WICF)
Electricity Information Sharing and Analysis EnergySec
Center
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Appendix B can be found by clicking on the following link.
REVISED December 19, 2019 28

Page 103 of 238



Exhibit Whetzel-Direct-2
Page 30 of 30

NERC Reliability Compliance Plan

APPENDIX C

The following employees are designated as the Compliance Support Team:

Role

Name

Title

NV Energy, Chief Compliance
Officer

Brandon Barkhuff

Vice President, General Counsel,
Corporate Secretary

NV Energy FERC and NERC

Kevin Salsbury

Director, FERC/NERC

Compliance Leader Compliance
NV Energy Compliance Dwanique Spiller Project Manager, NERC
Implementation Compliance

NV Energy NERC Compliance
Monitoring

Tammie Henderson

Manager, NERC Compliance

NV Energy NERC Compliance
Monitoring

Leilani Hinyard

Senior NERC Compliance Analyst

NV Energy NERC Compliance
Monitoring

Ramiro Garza

Associate NERC Compliance
Analyst

NV Energy CIP Compliance
Support

Casey Jones

Senior NERC CIP Specialist

NV Energy FERC Compliance

Bridget Metzger

Manager, FERC Compliance

NV Energy FERC Compliance

Jason Barney

Senior FERC Compliance Analyst

NV Energy Legal Counsel

Michael Knox

Senior Attorney

NV Energy Legal Counsel

David Rubin

Federal Energy Policy Director
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Preface

Electricity is a key component of the fabric of modern society and the Electric Reliability Organization (ERO) Enterprise
serves to strengthen that fabric. The vision for the ERO Enterprise, which is comprised of NERC and the six Regional
Entities, is a highly reliable, resilient, and secure North American bulk power system (BPS). Our mission is to assure
the effective and efficient reduction of risks to the reliability and security of the grid.

Reliability | Resilience | Security
Because nearly 400 million citizensin North America are counting on us

The North American BPS is made up of six Regional Entity boundaries as shown in the map and corresponding table
below. The multicolored area denotes overlap as some load-serving entities participate in one Regional Entity while
associated Transmission Owners/Operators participate in another.

MRO Midwest Reliability Organization
NPCC Northeast Power Coordinating Council
RF ReliabilityFirst

SERC SERC Reliability Corporation

Texas RE | Texas Reliability Entity
WECC WECC

NERC | 2023 ERO Enterprise CMEP Implementation Plan | October 2022
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Introduction

Purpose

The Electric Reliability Organization (ERO) Enterprise! Compliance Monitoring and Enforcement Program (CMEP)
Implementation Plan (IP) is the annual operating plan used by the ERO Enterprise in performing CMEP responsibilities
and duties. The ERO Enterprise executes CMEP activities in accordance with the NERC Rules of Procedure (ROP)
(including Appendix 4C), their respective Regional Delegation Agreements, and other agreements with regulatory
authorities in Canada and Mexico. The ROP requires development of an annual CMEP IP.?2

The ERO Enterprise is pleased to release the 2023 CMEP IP describing the risks that will be priorities for the ERO
Enterprise’s CMEP activities in 2023. Collectively, NERC and each Regional Entity have worked collaboratively
throughout this CMEP IP’s development to evaluate reports of NERC committees (especially the Reliability Issues
Steering Committee [RISC]), ERO Enterprise analysis of events, and NERC reliability assessments to identify the
existing and emerging risks to reliable and secure operations.

This strategic CMEP IP highlights the focus of our monitoring and enforcement efforts in 2023 on the risk elements
identified within. The CMEP IP gives guidance to the employees of the ERO Enterprise involved with monitoring and
enforcement, and through public posting informs the ongoing conversations with industry about the risks we all seek
to mitigate. The risk elements described herein are all developed with the four risks designated “manage” and the
four risk profiles, all identified in the 2021 RISC ERO Reliability Risk Priorities Report.3 The risks designated “manage”
are: 1) Changing Resource Mix, 2) Cybersecurity Vulnerabilities, 3) Resource Adequacy and Performance, and 4)
Critical Infrastructure Interdependencies. In addition, the report focuses on four risk profiles: 1) Grid Transformation,
2) Security Risks, 3) Extreme Events, and 4) Critical Infrastructure Interdependencies. While compliance with
Reliability Standards is evaluated as part of continuous monitoring, the main focus of a mature CMEP is on how the
ERO Enterprise and industry proactively identify and mitigate risks to the BPS.

The CMEP IP represents the ERO Enterprise’s high-level priorities for its CMEP activities. While the ERO Enterprise
will decide how to monitor each registered entity based on its unique characteristics, registered entities should
consider the risk elements and their associated areas of focus as they evaluate opportunities and priorities to
enhance their internal controls and compliance operations to mitigate risks to reliability and security. There is not
an expectation that every Risk Element or every Requirement mapped to a Risk Element should be contained within
every possible engagement. Risk Elementsserve as aninput in determining the appropriate monitoring of risks and
related Reliability Standards and requirements in the Compliance Oversight Plan (COP) for eachregistered entity.

1 The ERO Enterprise is comprised of NERC and the six Regional Entities, which collectively bring together their leadership, experience,
judgment, skills, and supporting technologies to fulfillthe ERO’s statutory obligations to assure the reliability of the North American BPS.

2 NERC ROP, Appendix 4C Section3.0 (Annuallmplementation Plans).

3 RISC ERO Priorities Report; August 2021
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Introduction

Periodic Data Submittals

The Compliance Enforcement Authorities (CEAs) require Periodic Data Submittals (PDS) in accordance with the
schedule stated in the applicable Reliability Standards, as established by the CEA, or as needed, in accordance with
the NERC ROP, Appendix 4C Section 4.6. The ERO Enterprise’s data format requirements and specifications, data
review processes, potential noncompliance determination processes, as well as Preliminary Screening and
Enforcement actions, are managed by the ERO Enterprise. Submittal forms within Align for applicable Standard
requirements are maintained by ERO Collaboration groups or are provided with the Standard.

NERC posts an annual and ERO-wide PDS schedule for awarenessacross Regional boundaries. The CEAs use the PDS
schedule posted by NERC on the NERC Compliance One-Stop Shop, located under “Compliance” at this link: NERC
Compliance One-Stop Shop.

One-Stop-Shop (CMEP, Compliance, and Enforcement) - Active

Documents ‘Year Category Date

=l Compliance (36)
@ CIP ERT & User Guide (3)
@ CIP FAQs (1)

& Compliance (10)
2022 ERO Enterprise Periodic Data Submittal Schedule 2022 Compliance 12/16/2021
2023 ERO Enterprise Periodic Data Submittal Schedule 2023 Compliance 10/14/2022

NERC | 2023 ERO Enterprise CMEP Implementation Plan | October 2022
vi

Page 111 of 238



Exhibit Whetzel-Direct-3
Page 7 of 15

2023 ERO Enterprise Risk Elements

Process for Risk Elements and Associated Areas of Focus

The ERO Enterprise uses the ERO Enterprise Risk-based Compliance Monitoring Framework (Framework) to identify
both ERO Enterprise-wide risks to the reliability of the BPS and mitigating factors that may reduce or eliminate the
impactsfrom a given reliability risk. The ERO Enterprise accomplishes this by using the risk element development
process.* As such, the ERO Enterprise identifies risk elements using data including, but not limited to: compliance
findings; event analysis experience; data analysis; and the expert judgment of ERO Enterprise staff, committees,
and subcommittees (e.g., the RISC). Reviewed publications include the RISC's biennial report,> the State of Reliability
Report,® the Long-Term Reliability Assessment, publications from the RISC, special assessments, the ERO Enterprise
Strategic Plan, ERO Event Analysis Processinsights, and applicable Regional Risk Assessments. The ERO Enterprise uses
these risk elements to identify and prioritize Interconnection- and continent-wide risks to the reliability of the BPS.
The ERO Enterprise uses these identified risks to focus compliance monitoring and enforcement activities.

The ERO Enterprise reviewed and reassessed the 2022 risk elements to determine applicability for 2023. The CMEP
IP identifies NERC Reliability Standards and Requirements to be considered for focused CMEP activities. The ERO
Enterprise recognizes, however, that by using the Framework and other risk-based processes, the CEAs will develop an
informed list of NERC Reliability Standards and Requirements for any monitoring activities specific to a registered
entity’s risks. Notably, the CMEP IP is not intended to be a representation of just “important” Reliability Standard
requirements; rather, it is intended to reflect the ERO Enterprise’s prioritization within its CMEP based on its inputs
and to communicate toregistered entitiesto bring collective focus within their operations to address each prioritized
risk.

Impactof Risk Elements

The CEAs evaluate the relevance of the risk elements to the registered entity’s facts and circumstances as they plan
CMEP activities throughout the year. For a given registered entity, requirementsother than those in the CMEP |P may
be more relevant to mitigate the risk, or the risk may not apply to the entity at all. Thus, depending on regional
distinctions or registered entity differences, focus will be tailored as needed.

The 2023 riskelementsincluded in Table 2 reflect the continued maturation of the risk-based approach to compliance
monitoring. The names of the Risk Elements have been changed from previous years, and the content of them made
more direct, more specifically reflecting the discrete risks that may receive increased focus from CMEP staff. Even
though there are more risk elements, theyare targeted. The discrete risks identified within the risk elements provide
focus for measuring current state and validating registered entity progress. By tracking improvements, industry and
the ERO Enterprise can justify focusing on different risks in the future.

The resulting risk elementsare shown in Table 1. The 2022 risk element “models impacting long-term and operational
planning” was refocused on specific concerns, namely into the new risk elements named “stability studies” and
“inverter-based resources”. The 2022 risk element “gaps in program execution” was retired as being too broad of a
topic, and “protection system coordination” was merged into “inverter-based resources”. Meanwhile, the 2022 risk
element “extreme events” hasbeen focused into “cold weather response” and “incident response”. The risk elements
“remote connectivity” and “supply chain” remainlargely the same as they were already focused on particular risks.

4 Appendix C, ERO Enterprise Guide for Compliance Monitoring; October 2016
5 RISC ERO Priorities Report; August 2021
6 NERC State of Reliability 2022
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Compliance monitoring is not the only tool available to address the risks identified. CMEP staff may assist in various
forms of outreach with industry to understand how effectively certain obligations are being implemented and to
encourage best practicesto achieve the common goal of mitigating risk to the BPS. Enforcement may consider these
risks when assessing risk from possible noncompliance, assisting with mitigation plans, or assessing penalties. In Q4
2022, the ERO Enterprise released the ERO Enterprise Themes and Best Practices for Sustaining Accurate Facility
Ratings report 7 intended to aid stakeholders in strengthening the accuracy and sustainability of their facility ratings
programs, resulting in the lessening of facility ratings challenges and ensuring a more reliable and secure bulk power
system. To support our stakeholders, the ERO Enterprise actively engaged in mitigating activities associated with
facility ratings and identified four common themesthat pose challengesto the sustainability of accurate facility ratings:

e Lackof awareness

* Inadequate asset and data management

¢ Inadequate change management

e Inconsistent development and application of facility ratings methodologies

Table 1: 2022 Risk Elements

Remote Connectivity

Supply Chain

Models Impacting Long-term and Operational Planning

Gaps in Program Execution

Protection System Coordination

Extreme Events

Table 2: 2023 Risk Elements

Remote Connectivity

Supply Chain

Incident Response

Stability Studies

Inverter-Based Resources

Facility Ratings

Cold Weather Response

7 ERO Enterprise Themes and Best Practices for Sustaining Accurate FR - Final - Oct-20-22.pdf (nerc.com)
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Remote Connectivity

The protection of critical infrastructure remains an area of elevated significance. This risk element focuses on the
human element of security, one of the descriptors of cybersecurity vulnerabilities identified in the 2018 RISC report.8
The 2021 RISC report? continues to emphasize the need to control poor cyber hygiene. The 2022 State of Reliability
report10 highlights supply chain compromise, geopolitical events, ransomware, and physical security threats as the
primary cybersecurity threats to the BPS. A lesson learned from the coronavirus pandemic across all industries has
been changes to the designed interaction between employees, vendors, and their workspaces which could have
unintended effects on controls and protections of a remote workforce.

Regardless of the sophistication of a security system, there is potential for human error. Compliance monitoring
should seek to understand how entities manage the risk of remote connectivity and the complexity of the tasks
the individuals perform. If security has increased the difficulty in performing personnel’s normal tasks, personnel
may look for ways to circumvent the security to make it easier to performtheir job. On the other hand, when an entity
replaces complex tasks with automation, focus should be on: 1) whether the automation was correctly configured; 2)
controls to ensure the automationis operating asintended; and 3) access controls to manage the granting and use of
access.

Harvesting credentials and exploiting physical and logical access of authorized users of BES facilities and Cyber Systems
(BCSs) pose a major risk to systems that monitor and control the BES. With the target being users, privileged or non-
privileged, who have authorized unescorted physical accessand/or various levels of access to critical elementsof the
BES, the risk becomes elevated. By actively and covertly employing social engineering techniques and phishing emails,
attackers may deceive authorized users to harvest credentialsand gain unauthorized access. 1!

Areas of Focus
Table 3: Remote Connectivity
Rationale Standard | Req Entities for Asset Types
Remote accessto Critical CP-005-7 | R2 B:.:\Iar.mln.g Authorhlty Backup Control Centers
Distribution Provider Control Centers
Infrastructure Cyber Assets
. L Generator Operator Data Centers
introducing increased attack . I
: Generator Owner Generation Facilities
surface, as well as possible s . . i
. Reliability Coordinator Transmission Facilities
increased exposure. . .
Transmission Operator Substations
Transmission Owner
Malware detectionand CIP-007-6 R3 Balancing Authority Backup Control Centers

prevention tools deployed at
multiple layers (e.g., Cyber
Asset, intra-Electronic Security
Perimeter, and at the
Electronic Access Point) are
criticalin maintaining a secure
infrastructure.

Distribution Provider
Generator Operator
Generator Owner
Reliability Coordinator
Transmission Operator
Transmission Owner

Control Centers

Data Centers
Generation Facilities
Transmission Facilities
Substations

8 ERO Reliability Risk Priorities; February 2018

9 RISC ERO Priorities Report; November 2021

10 2022 state of Reliability report
11 US-CERT TA18-074A
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Supply Chain

Supply Chain risks are growing and continue to be a focal point. FERC and NERC released a Joint Staff white paper on
Supply Chain vendor identification that provided non-invasive techniques that registered entities may use to identify
a vendor of network interfaces deployed on their network.12 Further, the Presidential Executive Order!3 banning
specific foreign manufacturers’ equipment addresses supply chain risk from international espionage that is only
increasing. In addition, NERC has published several NERC Alerts on Supply Chain risks.1* Various publications have
highlighted several vendors, services, and products widely used by industry, underscoring the importance of
awarenessas it relatesto the supply chain risks. 1> Additionally, it has been reported that security components of BES
Cyber Systems may have been compromised within their respective supply chains. 16

FERC and NERC E-ISAC published a NERC Alert!? regarding the SolarWinds Orion platform and Microsoft Azure/365
Cloud compromises, highlighting large and recent supply chain attacks that had widespread implications. The
SolarWinds Orion attack mainly affected key suppliers, resulting in industry being impacted downstream even though
the registered entity may not have purchased and/or installed the infected software. Underscoring the severity of
these supply chain attacks, the U.S. Department of Homeland Security (DHS) Cybersecurity and Infrastructure Security
Agency (CISA) required federal agencies to take action in an Emergency Directive 21-01.18 Due to both supply chain
attacks, DHS CISA developed various tools'® to help identify compromises. Additionally, the supply chain attacks on
meat processing giant JBS and Colonial Pipeline have lessons learnedthat can be applied to the electric sector. While
these risks may create registered entity reliability issues, collectively the risks could cause BPS cascading disruptions.
Additionally, President Biden’s National Security Memorandum of July 28, 20212° mandated CISA to publish cross-
sector cybersecurity goals and objectives for critical infrastructure control systems. The initial draft2! covers nine
common baseline controls, including supply chain.

12 J5int Staff Whitepaper on Supply Chain

13 Executive Order on Securing the Information and Communications Technology and Services Supply Chain
14 NERC Alerts

15 EPRI, Supply Chain Risk Assessment Report, July 2018; Office of the Director of National Intelligence, Supply Chain Risk Management;

Reducing Threats to Key U.S. Supply Chains, September 2020; Microsoft, Defending the power grid against supply chain attacks, February 2020;
Department of Energy, America's Strategy to Secure the Supply Chain for a Robust CleanEnergy Transition, February 2022

16 NATF, CyberSecuritySupplyChainRiskManagementGuidance,June 2018; DepartmentofHomeland Securityand DepartmentofCommerce,

Assessment of the Critical Supply Chains Supporting the U.S. Information and Communications Technology Industry, February 2022; American
Public Power Association, Shortage Changed: How Utilities Are Adaptingto Supply Chain Issues, February 2022

17 NERC, SolarWinds and Related Supply Chain Alert

18 CISAED 21-01

19 CISA Sparrow and Aviary

20 National Security Memorandum on Improving Cybersecurity for Critical Infrastructure Control Systems
21 Cross-Sector Cybersecurity Performance Goals (CPGs) Common Baseline: Controls List

NERC | 2023 ERO Enterprise CMEP Implementation Plan | October 2022
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Area of Focus

Table 4: Supply Chain

Rationale Standard | Req Entities for Asset Types
Unverified software sources CIP-010-4 | R1 Balancing Authority Backup Control Centers
and the integrity of their Distribution Provider Control Centers
software mayintroduce Generator Operator Data Centers
malware or counterfeit Generator Owner Generation Facilities
software. Reliability Coordinator Transmission Facilities

Transmission Operator Substations

Transmission Owner

Mitigate risks to the reliable CIP-013-2 | R1 Balancing Authority Backup Control Centers

operation of the BES by R2 Distribution Provider Control Centers

implementing sound Supply Generator Operator Data Centers

Chain policies and procedures. Generator Owner Generation Facilities
Reliability Coordinator Transmission Facilities
Transmission Operator Substations

Transmission Owner

IncidentResponse

Incident response has increasingly emerged asa risk tothe BPS. Dragos has published a white paper2? onthe malware
developed by threat group Chernovite named Pipedream. This particular piece of malware is targeting industrial
control systems, including the electric sector. One of the long-term readiness best practices within this white paper is
to have an updated industrial control system-focused incident response plan with accompanying Standard Operating
Procedures and Emergency Operating Procedures for operating with a hampered or degraded control system.
Additionally, the CISA Cross-Sector CPGs Common Baseline includes the need to develop, maintain, and practice
incident response plans to ensure effective response to threat actions against all assets, along with reporting
cybersecurity incidents across IT and OT assets to CISA and any other mandatory reporting stakeholders.

Area of Focus

Table 5: Incident Response

Focused Risk Standard | Req Entities for Asset Types
Mitigate risks to the reliable CIP-008-6 | R1 Balancing Authority Backup Control Centers
operation of the BES as the R2 Distribution Provider Control Centers
result of a Cyber Security Generator Operator Data Centers
Incident. Generator Owner Generation Facilities

Reliability Coordinator Transmission Facilities
Transmission Operator Substations
Transmission Owner

22 pipedream: Chernovite's Emerging Malware Targeting Industrial Control Systems

NERC | 2023 ERO Enterprise CMEP Implementation Plan | October 2022
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Stability Studies

The ERO Enterprise continues to make steady progress in evaluating operational and transmission planning impacts
resulting from the changing resource mix. The NERC 2021 Long-term Reliability Assessment highlights BPS risks
associated with inverter-based resources (IBRs). 23 In particular, events with tripping of IBRs during disturbances are
increasing in both frequency and severity. Unexpected tripping of IBRsindicates issues with dynamic model accuracy
as well as issues with the robustness and thoroughness of stability studies. The ERO Enterprise has released new
guidance documents pertaining to modeling verification practices that should be incorporatedto, sufficiently address
grid transformation impacts. 24 Industry adaptation to recent guidance will also require incrementalimprovements in
stability studies performed for both long-term and operational planning to provide assurance adverse system
conditions are being effectively identified and corrected.

CMEP reviews of transmission planning studies have traditionally focused more heavily on the development of
Contingency lists as well as steady-state studies. Building off that knowledge, CMEP staff may further seek to
understand how entities are effectively studying within the time-domain in order to preemptively identify system
performance issues following simulated system disturbances. The selection of cases, Contingencies, and monitored
elements should be evaluated for robustness. The selection of criteria and thresholds should be evaluated for
appropriateness, thoroughness, and alignment between neighboring entities. Thisrisk may be also be associated with
incorrect protection system settings and modeling inaccuracies. These other areas should be considered, as additional
areasto investigate to gain assurance stability studies are effective.

Areas of Focus

Rationale Standard Requirements Entities for Attention

Planning TPL-001-4, R4, R6 Transmission Planner
studies are TPL-001-5.1 Planning Coordinator
effectivein
identifying
system
performanc
e issues
following
both minor CIP-014-3 R1
and major
system
disturbances

Transmission Owner

23 https://www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/NERC LTRA 2021.pdf
24 https://www.nerc.com/comm/RSTC/Pages/default.aspx
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Inverter-Based Resources

Studies have shown a need to understand and more accurately model IBR characteristics. NERC hasidentified adverse
characteristicsof IBRsintwo separate Alerts. 2526 NERC has also released detailed reports about disturbances in Texas?’
and California?® which strongly recommend that industry take timely action toimplement all of the recommendations
set forth within the disturbance reports and related NERC reliability guidelines. With the recent and expected increases
of both utility-scale solar resourcesand distributed generation, the causes of a sudden reduction in power output from
utility-scale power inverters need to be widely communicated and addressed by the industry. Entities with increasing
IBRsshould be aware and address this within their models. 2°

The Texas3% and California3reports identify that solar PV plants lack sufficient ride-through capability to support the
BPS for normal BPS fault events. This reliability concern is persistent, growing in the number of resources prone to

this issue, not being mitigated appropriately, and warrants mitigating actions.

CMEP staff are expected to review and consider the guidance for auditing relevant requirements using the ERO
Enterprise CMEP Practice Guide: Informationto be Considered by CMEP Staff Regarding Inverter-Based Resources. 32

For transparency, NERC's Inverter-Based Resource Strategy was released in September 202233,

Area of Focus

Table 7: Inverter Based Resources

Rationale Standard Requirements Entities for Attention
Clearand FAC-001-3 R1,R2 Generator Owner
consistent Transmission Owner

interconnection
requirements for

IBRs

IBRs being FAC-002-3 R1, R2 Generator Owner
adequately Transmission Planner
studied Planning Coordinator
IBRs staying PRC-024-3 R1,R2 Generator Owner
online when

needed

25 |ndustry Recommendation: Loss of Solar Resources during Transmission Disturbances due to Inverter Settings - 1I; May 2018
26 NERC Modeling Notification: Recommended Practices for Modeling Momentary Cessation Distribution; February 2018

27 odessa Disturbance Texas Events: May 9, 2021 and June 26, 2021 Joint NERC and Texas RE Staff Report; September 2021
28 Multiple Solar PV Disturbancesin CAISO Disturbances betweenJune and August 2021; April 2022

29 considerations for Power Plant and Transmission System Protection Coordination, July 2015
30 pdessa Disturbance Texas Events: May 9, 2021 and June 26, 2021 Joint NERC and Texas RE Staff Report; September 2021
31 Multiple Solar PV Disturbancesin CAISO Disturbances betweenJune and August 2021; April 2022

32https://www.nerc.com/pa/comp/guidance/CMEPPracticeGuides DL/ERO%20Enterprise%20CMEP%20Practice%20Guide%20Regarding%20In
verter-Based%20Resources.pdf

33 https://www.nerc.com/comm/Documents/NERC IBR Strategy.pdf
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Facility Ratings

The accuracy of Facility Ratingsis a cornerstone of being able to use and protect the BES. Inaccurate Facility Ratings
undermine the usefulness of Stability Studies, which is another risk element identified earlier in this CMEP IP.
Operators depend on Facility Ratings to provide reliable System Operating Limits (SOLs) and Interconnection Reliability
Operating Limits (IROLs) that inform operating decisions. Protection engineers rely on Facility Ratings to protect
equipment from damage while also allowing equipment to stay online when it is both safe and most needed. Some
registered entities have Facility Ratings based on inaccurate equipment inventories, or ratingsare not being updated
during projects or following severe weather.

Given its importance, CMEP staff is urged to understand an entity’s controls that it has put in place to track Facility

Ratings, which can be a large amount of data. Knowing how an entity has established an accurate baseline for its data,
and how it handles any changes going forward from that baseline, can give a good indication of if an entity is struggling.

Table 8: Facility Ratings

Rationale Standard Requirements Entities for Attention
Ensuring entities | FAC-008-5 R6 Generator Owner
maintainaccurate Transmission Owner
Facility Ratings

NERC | 2023 ERO Enterprise CMEP Implementation Plan | October 2022
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Cold WeatherResponse

Cold weather events encompass a wide range of situations that can cause major BPS impacts. As identified in the
2021 RISC report, 34 recent cold weather events (e.g., in ERCOT, MISO, and SPP) show that not only do cold weather
events pose challenges due to the nature and frequency of the events themselves, but also that gridtransformation
heightens the effects and complicates mitigation of the event. Cold weather events can stress the BPS and expose
weaknesses such as poor coordination between neighboring entities in planning or operations.

This risk element needs to be understood in light of: the recently expedited FERC approval3® of the Cold Weather
Reliability Standards, 3¢ the November 2021 release of the FERC - NERC - Regional Entity Staff Report: The February
2021 Cold Weather Outagesin Texas and the South Central United States,3Z and the Cold Weather Preparations for
Extreme Weather38 Events Alert.3° The updated Reliability Standards changed to focus on cold weather preparedness
are not enforceable until April 1, 2023. Therefore, ERO Enterprise CMEP staff may find that an entity has yet to
develop and implement the relevant processes and procedures. However, it is important to understand entity plans
for, and progress toward, mitigating risk for the upcoming winter and going forward. The ERO Enterprise has
developed a Practice Guide“° to support understanding of this risk.

Areas of Focus
‘ Table 9: Cold Weather Response

Rationale Standard Requirements Entities for Attention
Ensure plans are EOP-011-2 R1, R2,R3,R6,R7 Balancing Authority
developed and Generator Owner
implementedto Reliability Coordinator
mitigate operating Transmission Operator
Emergencies

34 RISC ERO Priorities Report; August 2021

35 eLibrary | File List (ferc.gov)
36 project 2019-06 Cold Weather (nerc.com)
37 FERC - NERC - Regional Entity Staff Report: The February 2021 Cold Weather Outagesin Texas and the South Central United States

3 Extreme Cold Weather as defined in the Polar Vortex Review dated September 2014; Extreme Cold Weather conditions occurred in lower latitudes than normal,
resulting in temperatures 20 to 30° F below average.

39 https://www. nerc.com/pa/rrm/bpsa/Alerts%20DL/NERC%20Alert%20 R-2021-08-18-01 %20Ext reme%20C old%20Weather%20Events. pdf

40 kro Enterprise CMEP Practice Guide - Cold Weather Preparedness

NERC | 2023 ERO Enterprise CMEP Implementation Plan | October 2022
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Nevada Power Company
and Sierra Pacific Power Company

d/b/a NV Energy
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AFFIRMATION

Pursuant to the requirements of NRS 53.045 and NAC 703.710, KIM WHETZEL,
states that she is the person identified in the foregoing prepared testimony and/or exhibits;
that such testimony and/or exhibits were prepared by or under the direction of said person;
that the answers and/or information appearing therein are true to the best of her knowledge
and belief; and that if asked the questions appearing therein, her answers thereto would, under

oath, be the same.

I declare under penalty of perjury that the foregoing is true and correct.

Toort o ZZE

KIMWHETZEL

Date: March 1, 2024
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NV Energy, Risk Management and Control Policy

NV Energy, Inc.

Risk Management and Control Policy

Risk Committee Approval

November 15, 2023

This policy should only be distributed to the employees of NV Energy (and its subsidiaries)
who need access to the document during the performance of their assigned duties. This
policy should not be provided to anyone outside the Company without the prior approval of
the Risk Control Department.

1

Revisions Approved by the Risk Committee on November 15, 2023
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. Background

NV Energy, Inc. (the Company) has two wholly owned utility subsidiaries, Nevada
Power Company (d/b/a NV Energy) and Sierra Pacific Power Company (d/b/a NV
Energy) (and together with NV Energy, the ‘Companies’) who are engaged in the
generation, transmission and distribution of electric energy and in the distribution
of natural gas in Nevada. The Companies are exposed to a variety of risks inherent
in their commercial operations. Those risks include accidental loss risk, credit risk,
energy supply risk, environmental risk, facilities risk, financial risk, information
and control systems risk, and other operating risk. In aggregate, these risks
constitute the Companies’ enterprise risk.

The Companies manage risk in a variety of ways. For example, commitments to
generation and transmission and to longer-term energy supply contracts are
managed through the resource planning process (including distributed energy
resource plans) and culminating with Public Utilities Commission of Nevada
(PUCN) approval of the resource plans. Other multiyear risks are managed, in part,
through the Companies’ strategic planning exercises. Shorter-term risks are
managed through annual Energy Supply Plans, budgets, key performance
indicators and prioritized objectives by departments or functional area’.

1. Objectives

This policy establishes standards for monitoring and managing enterprise risk.

The primary objectives of the Companies’ risk management and control efforts will
be:

The identification of risks;

The qualitative or quantitative assessment of risks;

The evaluation of the costs and merits of risk mitigation options;

The identification of risks to be retained by the Companies; and,

The identification of risks to be shifted to other entities and the means to do
SO.

Continuous oversight of the Companies’ risk management programs is essential for
effective risk control. The Risk Committee will be responsible for the overall policy
direction and administration of the Companies’ risk control efforts.

1 Because organizations change names, responsibilities, and reporting relationships, references in
this policy to ‘department’ or ‘departments’ is effectively referencing the executive or senior vice
president responsible for that department or functional area,

Page 3 of 13

Revisions Approved by the Risk Committee on November 15, 2023 RMCP11152023

Page 181 of 238



NV Energy, Risk Management and Control Policy

The Treasurer will assist the Risk Committee in monitoring the operations of the
Companies to ensure compliance with risk related policies and procedures. All
material omissions and exceptions will be promptly reported to the Risk
Committee. The Treasurer will also be responsible for assisting with modifications
to those policies and procedures dictated by changing conditions, new technologies
and other factors affecting the risks faced by the Companies. The executive leader
of each functional area will be responsible for maintaining an inventory of the three
biggest risks faced by their organization. Appraisals of those risks will be reported
to the Risk Committee on a semi-annual basis along with mitigation
plans/tracking/variances.

I11.  Enterprise Risk Types

The Companies encounter several types of risk in their day-to-day operations. For
the purposes of this policy, such risks have been categorized as:

Accidental loss risk

Credit risk

Energy supply risk

Environmental risk

Facilities risk

Financial risk

Information and control systems risk

Other risk (e.g., regulatory, reputational, legal, etc.)

ITOMmMOOw>

A. Accidental Loss Risk

Accidental loss risk is defined as the possibility that the Companies will experience
financial losses or detrimental operating effects because of accidents and other
unanticipated occurrences for which insurance may be acquired. Financial losses
can result from damage to the Companies’ property, increased operating costs,
liability for injury to employees and others, and liability for damage to the property
of others.

B. Credit Risk

The Companies contract with numerous entities in the normal course of business.
Credit risk is defined as the possibility that a counterparty to one or more contracts
will be unwilling or unable to fulfill its financial or physical obligations to the
Companies because of the counterparty’s financial condition.

C. Energy Supply Risk

The Companies buy and sell coal, natural gas, oil, wholesale power, carbon
allowances, and other products (e.g. Renewable Energy Credit’s or Portfolio
Energy Credit’s) to meet the energy requirements of their customers. They also
operate generating plants that produce electric energy for their customers. Those

Page 4 of 13
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activities expose the Companies to energy risk which causes uncertainty as to the
Companies’ cash flow requirements for fuel and wholesale power, the expense the
Companies incur as a result of their energy procurement efforts, and the
Companies’ recovery of these costs in customer rates. Energy risk also
encompasses reliability risk which is the prospect that energy supplies will not be
sufficient to fulfill customer requirements.

D. Facilities Risk

The Companies lease or own numerous facilities that are used to provide services
to their customers. Facilities risk is defined as the uncertainty introduced by the
threat of vandalism, sabotage and other willful acts that could result in injury or
death to the Companies’ personnel and the general public while they are at the
Companies facilities and damage to those facilities. Facilities risk will also include
the prospective loss of revenue through theft of service and misappropriation of the
Companies’ assets through burglaries and other wrongful acts.

E. Environmental Risk

The Companies operate generating facilities, electric transmission and distribution
lines and substations, gas pipelines and other facilities with the potential to
adversely affect the environment. Environmental risk is defined as the possibility
that the Companies will experience financial losses or adverse operating conditions
because of an emission or release to the environment in excess of that which is
currently allowed by law.

F. Financial Risk

The primary constituents of financial risk are earnings and liquidity risk. Earnings
risk constitutes the uncertainty inherent in the Companies’ efforts to earn acceptable
levels of revenue. Liquidity risk addresses the uncertainty inherent in the
Companies’ efforts to have sufficient cash and credit facilities to cover their needs.

G. Information and Control Systems Risk

The Companies operate and maintain electronic systems for the accumulation and
dissemination of data, the preparation of documents, the distribution of information
and the monitoring and control of facilities used in the provision of service to their
customers. Information and control systems risk is defined as the uncertainty
introduced by the threat of disruption to business activities and to the services
provided that could be caused by the wrongful infiltration or manipulation of those
information and control systems.

H. Other Operating Risk

The preceding description of certain types of operating risk is not intended to be
exhaustive. The Companies are currently exposed to other risks and will continue
to be exposed to new risks because of the changing business environments in which
they operate. This policy will be modified to address any areas of significant risk
that have not been specifically cited.

Page 5 of 13
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IV. Risk Management and Control Framework

The Companies will systematically manage and control each of the types of risk
identified above through three primary vehicles.

A. Organization and Governance

This policy defines certain risk parameters and exposure management techniques
that the departments and employees are expected to use in managing the risk faced
by the Companies. The Risk Committee will be responsible for the risk policies of
the Company. Each department will be responsible for administration of the
Companies’ risk management and risk mitigation programs and will be accountable
to the Risk Committee.

B. Risk Management Programs

The Companies’ personnel, who are responsible for managing each type of risk,
will maintain risk management programs that provide for the assessment and
quantification of the magnitude of each type of risk on an ongoing basis by the
development of risk policies; the creation and maintenance of risk mitigation plans;
and the implementation of these plans and policies in a manner consistent with this

policy.

C. Risk Control Practices

The Companies personnel, who are responsible for risk control, will monitor
compliance with approved risk management policies and procedures through the
use of specific notification thresholds and processes.

V. Organization and Governance

A. Chief Executive Officer

The Chief Executive Officer will be responsible for assuring that the Risk
Committee follows its charter.

To preclude interruptions in the performance of the Risk Committee’s assigned
duties, the Chief Executive Officer may replace members of the committee who
leave the organization or are otherwise assigned within the organization with other
members.

The Chief Executive Officer will also have the authority to designate authorized
representatives for the members of the Risk Committee and its committees.
Authorized representatives will have the same rights and obligations as the
members.

Page 6 of 13
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B. Risk Committee

The Risk Committee will be responsible for the overall policy direction and
administration of the Companies’ risk control activities.

The Risk Committee will be responsible for ensuring that the Chief Executive
Officer is kept apprised of Risk Committee activities and required notifications and
approvals as stated in the Company’s Energy Risk Management and
Control Policy.

The Risk Committee will provide a forum for the discussion and evaluation of all
of the risks faced by the Companies to achieve an integrated view of overall risk.

The Risk Committee will be responsible for ensuring that adequate risk assessment
and control policies and procedures are in place and followed. The Risk Committee
will have full authority to approve risk policies and risk mitigation programs of the
Company.

The Risk Committee will pursue its objective through and as a complement to the
Companies’ existing organizational structures.

The Risk Committee is comprised of the following individuals:

e Senior Vice President, General Counsel, Corporate Secretary, Chief
Compliance Officer (Chairperson)

Vice President, Chief Financial Officer

Vice President, Electric Delivery & Natural Disaster Protection
Vice President, Regulatory

Vice President, Transmission

Vice President, Customer Operations

Vice President, Environmental Services & Land Management
Vice President, Gas Delivery

Treasurer

Vice President, Integrated Energy Services

Director, Resource Planning & Analysis

Vice President, Renewables

Vice President, Generation

Vice President, Resource Optimization

A quorum of the committee will consist of seven of the members. Any action taken

by the Risk Committee will require a majority of affirmative votes. The Risk

Committee will meet at least once each quarter, or more frequently if requested by

the Chairman of the committee. Meetings may be conducted in person, via

telephone, video conference, or email. The purpose of the meetings will be to

perform the duties set forth in this policy and any additional duties assigned to the
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committee by the Chief Executive Officer.

Minutes of the Risk Committee meetings will be kept in accordance with
Company’s Records Retention Policy. Those minutes will include, as attachments,
all of the documents presented to the committee during the associated meetings.

The Risk Committee will be responsible for:

e Monitoring the current and expected future economic conditions, assessing
their effect on the general business environment and on the Companies, and
disseminating the information obtained through such monitoring to the
management of the Companies;

e Initiating the preparation of new risk control policies when or where
appropriate and the modification of risk control polices already in place;

e Ensuring the ongoing availability of procedures required to implement those
policies or any changes to them;

e Resolving any disputes regarding the appropriate application of those policies
and procedures;

e Ensuring the availability of the systems required to monitor, record and report
on the risks inherent in the Companies’ operations;

e Reviewing and approving the Companies’ resource plans, energy supply plans
prior to Chief Executive Officer approval;

e Assuring integration of energy procurement or sale risk, credit risk, cash flow
risk and ratepayer risk;

e Reviewing and approving all transactions requiring exceptions to the
approved plans for acquiring or selling fuel and wholesale power prior to
implementation;

e Reviewing all energy procurement or sale transactions requiring the approval
of the Chief Executive Officer? prior to the presentation of such transactions
to the Chief Executive Officer; and

e Assessing the appropriateness of the Companies’ risk control activities and
modifying this policy, whenever modifications are required to ensure the
ongoing viability of the Companies’ risk management and control programs
and the continued fulfillment of the Companies’ obligations.

The Risk Committee will have the right to delegate portions of its assigned duties
to one or more committees. The Risk Committee will establish the charter of each
Committee when it is established and modify the charter if necessary. Committees
will keep minutes in the same manner as the Risk Committee. Committees will also
make periodic reports of their activities to the Risk Committee in the manner
designated by the Risk Committee.

2 The review by the Risk Committee prior to the presentation to the Chief Executive Officer is not required
if such transactions are being done in accordance with an Energy Supply Plan already approved by the Chief
Executive Officer.
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General Counsel

The officers and managers of the Companies will be responsible for enforcing the
Companies’ risk control policies and procedures applicable to the areas for which
they are responsible. The General Counsel will serve as the independent
compliance officer responsible for monitoring the operations of the Companies to
ensure compliance with policies and procedures as identified in Section VI and VII.
All material omissions and exceptions identified by any department will be
promptly reported to the General Counsel.

Risk Control

Each department will be responsible for developing policies, procedures and risk
mitigation plans dictated by changing conditions, new technologies, and other
factors affecting the risk faced by the department.

Each department will be responsible for maintaining an inventory of the risks faced
by that department and providing integrated appraisals of those risks to the Risk
Committee at least once each year. Each department will take steps to ensure that
the Risk Committee has adequate descriptions of possible future conditions as a
setting for risk analysis, evaluation and policy direction. Each department subject
to general oversight will monitor compliance with this policy and any additional
policies approved by the Risk Committee.

Risk Management Programs

Each of the previously identified types of enterprise risk will be managed through
the Companies’ risk management programs. Primary responsibility for risk
management execution will be through these programs and company management
as distinct from the risk integration and control function of the Risk Committee.

VIIl. Accidental Loss Risk

The Companies will attempt to avoid financial losses through the identification,
assessment, prevention, monitoring, and financing of insurable risks. The program
will have provisions for the timely evaluation of alternatives for minimizing the
frequency and severity of losses and for the mitigation of losses. Financing
alternatives such as self-insurance and various forms of commercially available
insurance will be routinely evaluated. The program will also have provisions for
the preparation of periodic reports to document the Companies’ efforts and to
comply with legal and regulatory requirements.

VII. Credit Risk Management
See the Credit Risk Management and Control Policy

VII. Energy Supply Risk Management Program
See the Energy Risk Management and Control Policy
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VII. Environmental Risk

The Companies will attempt to avoid financial losses through the identification,
evaluation, prevention, and monitoring of environmental risks. The program will
rely heavily upon the training of personnel to help to ensure compliance with
environmental laws and regulations. The program will also have provisions for
ongoing communication and cooperation with environmental agencies and other
groups.

E. Facilities Risk

The Companies, through a program of identification and evaluation of threats,
monitoring of facilities, and training of personnel, will attempt to preclude injury,
damage, and losses to its facilities. The program will also have provisions for the
ongoing communication and cooperation with law enforcement agencies and for
the preparation of periodic reports to document the Companies’ efforts and to
comply with legal and regulatory requirements. Additionally, the program will have
provisions to ensure adequate preparation for prompt recovery if any of the
Companies’ facilities are damaged by willful acts or natural disasters.

F. Financial Risk

The Companies have numerous processes like their budgetary processes for the
control of expenditures and the management of cash flow as well as the annual
financing plan. Financial risk will be addressed through the management processes
in place for that purpose.

G. Information and Control Systems Risk

The Companies, through a program of identification and evaluation of threats,
monitoring of systems, installation of safeguards, and training of personnel, will
attempt to preclude infiltration or manipulation of their electronic information and
electronic control systems. The program will also have provisions for the
preparation of periodic reports to document the Companies’ efforts and to comply
with legal and regulatory requirements. Additionally, the program will have
provisions to ensure adequate preparation for prompt recovery if any of the
Companies’ information and control systems are adversely affected by such
wrongful acts or natural disasters.

VII. Other Operating Risk

The Companies will address other operating risk through management processes
in place for that purpose.

VII. Risk Reporting

The Companies’ risk control policies will contain practices, which will incorporate
risk identification, reporting and risk management.
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Reporting Process

As directed by the Risk Committee, departments will report on identified risks and

the plan to mitigate such risks on a semi-annual basis.

Appendix A: Policy Revision Log

Date Revision(s)

August 28, 2014 Modified Existing Policy:

are using his highest title in the Policy
»  Change is applied throughout the document

Energy Risk Management and Control Policy

Counsel”

requires a majority vote of the committee.

Plans.
6. Added a policy revision log.

1. Replaced the title of “President” with the title of “Chief Executive Officer”.
»  Although Paul Caudill is the President and Chief Executive Officer, we

2. Added carbon allowances as instruments that the Companies buy and sell.
*  This recommended change is a result of the change made to Appendix
D (Approved financial instruments and physical products) of the

3. Replaced “Senior Officer in Charge of General Counsel” with “General

4. Changed the quorum of the Committee from six to seven members of the
twelve member committee. Thus any action to be taken by the committee

5. Modified language regarding the Risk Committee’s reviewing and
approving Energy Supply Plans and any exceptions to the Energy Supply

December 16, 2014 | Modified Existing Policy:

1. Replaced the acronyms RECs and PECs with their full wording.
2. Corrected the appendix reference in the policy revision log.

May 20, 2015 Modified Existing Policy:

Manager, Corporate Insurance.

1. Updated the members of the Risk Committee by replacing the Executive,
Ethics and Corporate Compliance and the Director, Corporate Insurance
with the Senior Officer in Charge of Compliance and Standards and the

July 27, 2016 Modified Existing Policy:

from the Risk Committee.

Committee.

a ks ow

1. Removed the Chief Executive Officer, the senior officer in charge of
Compliance and Standards and the Manager of Corporate Insurance

2. Added the senior officer in charge of Customer Operations and the
senior officer in charge of Resource Planning & Analysis to the Risk

Updated Risk Committee members’ titles where appropriate.

A quorum of the Committee will now consist of 6 of the 10 members.
Added that the Risk Committee will be responsible for ensuring that
the Chief Executive Officer is kept apprised of Risk Committee
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activities and required approvals and notifications as stated in the
Company’s Energy Risk Management and Control Policy.

Added how meetings can be conducted; in person, via telephone,
videoconference, or via email.

July 26, 2017

Modified Existing Policy:

1. Organizational changes necessitated a title change from Senior Vice-
President Renewable Energy, Origination and Strategy, to Senior Vice-
President Renewable Energy and Smart Infrastructure.

2. Organizational changes necessitated updating Jim Doubek’s title to
Vice President, Energy Delivery.

3. Added the Director, Resource Planning and Analysis as a member of
the Risk Committee.

January 24, 2018

Modified Existing Policy:

1. Removed the Vice President Energy Delivery and Senior Vice
President, Renewable Energy and Smart Infrastructure from the Risk
Committee

2. Replaced the title of “Senior Vice President, Energy Supply” with the
title of “Executive Vice President, Chief Operations Officer” and
replaced the title of “Senior Vice President, Regulation & Strategic
Planning” with “Senior Vice President, Business Planning, Regulation
& Legal Strategy”.

May 7, 2018

Modified Existing Policy:
1. Replaced Chief Executive Officer with President
2. Replaced Director, Risk Control with Treasurer
3. Updated titles

December 19, 2018

Modified Existing Policy:

1. Replaced “President” with “Chief Executive Officer”

2. Replaced the title of “Senior Vice President, Chief Financial Officer”
with the title of “Vice President, Chief Financial Officer

3. Replaced the title of “Senior Vice President, Customer Operations”
with the title of Vice President, Customer Operations”

4. Added footnote on page 3 referencing the “executive or senior vice
president”

December 4, 2019

Modified Existing Policy
1. Added Senior Vice President Renewable & Origination as voting
member to Risk Committee
2. Changed member title from Senior Vice President, Business Planning,
Regulation & Legal Strategy to Vice President, Regulatory

September 17, 2020

Modified Existing Policy

Added Assistant along side Treasurer

Added Vice President, Electric Delivery to Risk Committee
Added Vice President, Transmission to Risk Committee

Added Vice President, Generation to Risk Committee

Added Assistant Treasurer to Risk Committee

Deleted Senior Vice President, Operations from Risk Committee

. Added & Treasurer to Vice President, Chief Financial Officer title

NogkhwpdhE

November 16, 2021

Modified Existing Policy
1. Deleted Vice President, Resource Optimization

December 14, 2022

Deleted Senior Vice President, Energy Supply
Added Vice President, Renewables

Added Vice President, Generation

Added Vice President, Resource Optimization

NS S
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April 19, 2023

Modify Existing Policy
1. Change Senior Vice President, Chief Financial Officer & Treasurer to
Vice President, Chief Financial Officer
2. Change Assistant Treasurer to Treasurer

November 15, 2023

Modify Existing Policy
1. Replaced Assistant Treasurer with Treasurer
2. Removed Appendix B (Employee acknowledgement)

Page 13 of 13

Revisions Approved by the Risk Committee on November 15, 2023 RMCP11152023

Page 191 of 238



APPENDIX 2B

Page 192 of 238



NV Energy, Inc.

Energy Risk Management and Control Policy

Risk Committee Approval

November 15, 2023

This policy should only be distributed to the employees of NV Energy (and its subsidiaries) who need
access to the document during the performance of their assigned duties. This policy should not be
provided outside the Company without the prior approval of the Risk Committee Chairperson.
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Background

NV Energy, Inc. (the Company) has two wholly owned utility subsidiaries, Nevada Power
Company (d/b/a NV Energy) and Sierra Pacific Power Company (d/b/a NV Energy) (and
together with NV Energy, the ‘Companies’) who are engaged in the generation,
transmission and distribution of electric energy and in the distribution of natural gas in
Nevada.

This policy addresses energy risks of the Companies. The officers and management of the
Companies are responsible for enforcing this policy and the associated procedures in the
areas for which they are responsible. The Companies are exposed to a variety of risks
inherent in their commercial operations. Those risks include accidental loss risk, credit risk,
energy supply risk, environmental risk, facilities risk, financial risk, information and
control systems risk, and other operating risk. In aggregate, these risks constitute the
Companies’ enterprise risk.

The Companies manage risk in a variety of ways. For example, commitments to generation
and transmission and to longer-term energy supply contracts are managed through the
resource planning process (including distributed energy resource plans) and culminating
with Public Utilities Commission of Nevada (PUCN) approval of the resource plans. Other
multiyear risks are managed, in part, through the Companies’ strategic planning exercises.
Shorter-term risks are managed through annual Energy Supply Plans, budgets, key
performance indicators and prioritized objectives by departments or functional areal.

Application and Purpose

This policy will be applied to all physical and financial transactions related to energy
procurement, energy sales, and energy hedging in accordance with Energy Supply Plans or
Integrated Resource Plans approved by the PUCN as applicable. Any variances from the
approved Energy Supply Plans or Integrated Resource Plans must be approved in
accordance with Section V.D.2.

Policy Objectives

1. Provide preset notification thresholds for transactions entered into pursuant to this
policy;

2. Establish sound principles for entering into and managing such transactions; and,

1 Because organizations change names, responsibilities, and reporting relationships, references in this
policy to ‘department’ or ‘departments’ is effectively referencing the executive or vice president responsible
for that department or functional area.
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3. Define the responsibilities for managing and monitoring those risks.

Energy Risk Definition

The Companies are engaged in the generation, transmission and distribution of electricity,
and in the distribution of natural gas in Nevada. The Companies deal in the coal, natural
gas, oil and wholesale power markets (including renewable) to meet the energy
requirements of their customers. They also acquire, develop and operate generating plants
that produce electric energy for their customers. In so doing, the Companies are exposed
to a variety of risks inherent in their energy supply efforts, including among others: price,
volumetric, credit, and operational risk.

Energy Risk Management and Control Framework

The Companies will systematically manage price, volumetric and credit risks through three
primary vehicles: (i) organization and governance; (ii) energy risk management programs;
and (iii) energy risk control practices. Credit risk is addressed by a separate Credit Risk
Management and Control Policy.

Organization and Governance

1. Risk Committee: The Risk Committee will be responsible for overall policy
direction of the Companies’ energy risk management and control efforts. Specific
activities for which the Risk Committee will be responsible are set forth in
Appendix B, Section A. The Risk Committee has the right to delegate portions of
its assigned duties to one or more committees.

2. Risk Control: Risk Control, under the direction of the Vice President, Chief
Financial Officer and Treasurer, will monitor the operations of the Companies to
ensure compliance with this policy and the associated procedures. All omissions
and exceptions will be reported promptly to the Risk Committee by Risk Control.
Risk Control will be responsible for the activities set forth in Appendix C, Section
A.

3. Credit Risk Management: Credit Risk Management, under the direction of the
Vice President, Chief Financial Officer and Treasurer, will be responsible for
managing and mitigating the Companies’ credit risk exposures associated with
energy and service delivery transactions. Credit Risk Management will be
responsible for the activities set forth in Appendix C, Section B.

4. Resource Optimization: Resource Optimization, under direction from the Vice
President of Resource Optimization, will be responsible for the resource
optimization, balancing, forward trading, and contract negotiation related to fuel
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and short-term wholesale power. Specific activities for which Resource
Optimization will be responsible are set forth in Appendix C, Section C.

5. Renewables and Origination: Renewables and Origination, under the direction
of the Vice President of Renewables will be responsible for the origination
functions related to renewable energy and long-term (i.e., three year or greater term)
wholesale power. Specific activities for which Renewables and Origination will be
responsible are set forth in Appendix C, Section D.

6. Resource Planning and Analysis: Resource Planning and Analysis, under
direction from the Vice President, Resource Optimization will be responsible for
preparation of forecasts of: customer energy requirements; energy and fuel prices;
production costs; and fuel requirements. Additionally, Resource Planning and
Analysis will develop Integrated Resource Plans and Energy Supply Plans in
accordance with the Public Utilities Commission of Nevada resource planning
regulations. Specific activities for which Resource Planning and Analysis will be
responsible are set forth in Appendix C, Section E.

7. Fuel and Purchased Power Accounting: Fuel and Purchased Power Accounting,
under direction from the, Chief Financial Officer and Treasurer, will be responsible
for ensuring transactions are accurately recorded in the financial system of record.
Specific activities for which Fuel and Purchased Power Accounting will be
responsible are set forth in Appendix C, Section F.

B. Energy Risk Management Program

1. Portfolio Optimization: The Companies, through the purchase and sale of the
financial instruments and physical products set forth in Appendix D, Section A,
will manage the energy risks inherent in the Companies’ operations and prepare
periodic reports to document the Companies’ efforts and comply with legal and
regulatory requirements. The Companies’ will enter into transactions to balance
and optimize their portfolios. However, speculative transactions are not permitted.
Bookouts In Lieu of Liquidated Damages are permitted. Bookout transactions for
the sole purpose of financial gain or of transactions that were not originally intended
for physical delivery are not permitted.

2. Energy Supply Plans. The Companies will seek the PUCN approval of Energy
Supply Plans to govern the purchase and sale of fuel and wholesale power and the
associated transmission and transportation services. The process will include
assessments of projected loads and resources, assessments of expected market
prices, evaluations of relevant options available to the Companies for the purchase,
sale, or optimization of resources, and evaluations of the risk attributable to those
portfolio options. The Energy Supply Plans will include recommended courses of
action to be followed during the three-year period covered by each plan.

Any energy transactions that deviate from the PUCN approved Energy Supply
Plans may only be entered into in accordance with Section V.D.2. The Energy
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Supply Plans will be reviewed on an ongoing basis and updated at least once a year.
Changes in the data and assumptions underlying the approved Energy Supply Plans
will be promptly reported to the Risk Committee.

3. Authorized Products and Authority of Personnel. The personnel listed in
Appendix D, Section B are authorized to originate transactions for the commodities
and services indicated.

C. Documenting Transactions and Authorized Signatories

The Companies will not enter into any transaction for the purchase or sale of fuel and
wholesale power without a written contract delineating the associated terms and
conditions. The contract may be an agreement for a specific transaction, a standard
agreement, or a master agreement. Transactions entered into for Energy Supply
typically fall into two types: (i) transactions entered into for specific transactions under
standard contract practices (“Non-Standard Transactions”), and (ii) transactions
entered into orally pursuant to master agreements (“Standard Transactions”). These
two types of transactions require different execution and risk control practices.

1. Non-Standard Transactions. Non-Standard Transactions are all contracts
executed pursuant to this policy that are not Standard Transactions or Online
Exchange Transactions. Non-Standard Transactions may be executed by the
individuals identified in Appendix D, Section B and Section C in accordance with
the Signature Authority Levels in Appendix D, Section F.

2. Standard Transactions. Standard Transactions are transactions that are entered
into orally pursuant to a master trading agreement (as further discussed below) and
subsequently confirmed, in the case of term transactions (one month or more), in
writing. Gas transactions of less than one month are not required to be confirmed
in writing. Power transactions of less than seven days are not required to be
confirmed in writing. Standard transactions will be entered into or confirmed (for
transactions entered into via brokers, ICE Chat or other industry acceptable
methods) on recorded phone lines. The Companies will maintain telephone systems
capable of recording trader transactions. Notices are provided pursuant to the
Commitment Notification Thresholds for Oral Transactions as indicated in
Appendix E Section A. The individuals indicated in Appendix D, Section D are
authorized to enter into oral transactions.

3. Online Exchange Transactions.  Online  Exchange  Transactions  are
transactions that are entered into via an online commodities exchange platform,
such as the Intercontinental Exchange (“ICE”). These transactions do not require
oral confirmation over a recorded phone line. Online Exchange Transactions are
subject to the same notification limits as Oral Transactions. The individuals
identified in Appendix D; Section D are authorized to enter into oral transactions.

4. Master Agreements. Master agreements include, but are not limited to, the
International Swap and Derivatives Association (“ISDA”) Agreement for financial
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and physical gas transactions (where a physical annex exists), WSPP Inc.
Agreement for physical power, and the North America Energy Standard Board
(“NAESB”) Agreement for physical gas. Master agreements will be executed by
the Vice President of Renewables. When a master agreement is in place, a
transaction may be entered into orally in accordance with the terms of the relevant
master agreement and subsequently confirmed, in the case of gas transactions (one
month or more) and power transactions (seven days or more), in writing. Risk
Control shall notify the appropriate personnel if the Dollar Threshold is exceeded
in the Table in Appendix E, Section A. Confirmations will be executed by the
Manager, Power and Gas Trading or Power Trader.

5. Authorized Signatories. The individuals listed in Appendix D, Section E are
authorized to execute transactions and confirmations for approved financial and
physical instruments on behalf of the Companies provided that such transactions
conform to the Energy Supply Plan approved by the Public Utilities Commission
of Nevada or as otherwise approved by Risk Committee. Invoices shall be approved
in accordance with the signature authority limits of the Corporate Governance and
Approvals Policy.

D. Risk Control Practices

Risk Control Practices are established to monitor and manage the risks inherent in the
efforts to secure reliable supplies of fuel and wholesale power, and to optimize the
portfolio through sales. Risk Control Notification Thresholds have been established to
monitor and report risk metrics for transactions entered into by the Companies.

1. Notification Thresholds: The Companies will adhere to the notification
thresholds set forth in this policy. The notification thresholds fall into three
categories:  Transaction Approval Notification thresholds, Portfolio Risk
Notification thresholds, and Credit Risk Notification thresholds.

2. Transaction Notification Thresholds. The transaction notification thresholds
relate to the values of contracts to which authorized personnel of the Companies
obligate the Companies. Risk Control will report any transactions that exceed the
transaction notification thresholds (Appendix E, Section A) monthly to the voting
members of the Risk Committee.

3. Portfolio Risk Control Notification Thresholds: Value-at-Risk notification
thresholds and Mark-to-Base change notification thresholds will be applied to the
Companies’ energy procurement and sales activities. Risk Control will report any
instances where the Value-at-Risk and Mark-to-Base metrics exceed the portfolio
risk control notification thresholds (Appendix E, Sections B and C) monthly to the
members of the Risk Committee as they occur.

I. Value-at-Risk Notification Thresholds: The Value-at-Risk (also referred
to as Cash-Flow-at-Risk when used in analyzing liquidity requirements)
notification thresholds set forth in Appendix E, Section B will be the
notification threshold for the expected maximum increase in fuel and
wholesale power costs. The Companies will use methodologies, consistent
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with industry standards, for calculating the Value-at-Risk for their energy
portfolios. Those calculations will incorporate the level of confidence,
length of term and holding period set forth in Appendix E,

Section B.

ii. Mark-to-Base Notification Thresholds: Base Tariff Energy Rates
(BTER) are set at levels that anticipate the Companies’ expenditures for fuel
and wholesale power. During any period, recovery of expenditures in excess
of the revenue produced by those base rates is first offset against sales for
the same period. To the extent that expenditures for fuel and wholesale
power exceed BTER revenues and offsets for sales, the excess will be
deferred. Mark-to-Base will provide an estimate of such deferrals for the
current deferral period. It will reflect actual expenditures to date, committed
expenditures for the balance of the deferral period, and expected
expenditures for uncommitted purchases. The Mark-to-Base Notification
thresholds set forth in Appendix E, Section C will trigger notifications if
changes in Mark-to-Base Thresholds occur on both a cumulative basis and
a month-to-month basis. Mark-to-Base for each deferral period will begin
to be assessed three months before the beginning of each deferral period
and continue to be assessed until the end of each deferral period.

4. Energy Credit Risk Notification Thresholds: All Energy Credit Risk
Notifications shall be made in accordance with the Credit Risk Management and
Control Policy.

5. Exception Management Process: The Risk Committee may approve exceptions
to this policy and to the plans and procedures developed in accordance with this
policy. Transactions which are not contemplated by an Integrated Resource Plan or
Energy Supply Plan may only be entered into if approved by the Risk Committee
and the President.

6. Procedures: The Companies will maintain procedures for reporting exceptions and
notifications pursuant to this policy and the plans and procedures developed in
accordance with this policy. The procedures will have provisions for the prompt
notification of the Treasurer or Assistant Treasurer, who will, in turn, be responsible
for notifying the Companies’ personnel responsible for resolution of the exception,
and the Risk Committee. Presentations to the Risk Committee will include
descriptions of the exceptions, proposed courses of action to resolve the exceptions,
and schedules for resolving the exceptions.

Compliance

All personnel who are or may become involved in any energy procurement or sale activities

or otherwise influence the energy procurement or sale decisions covered by this policy will

be provided a copy of this policy and any associated procedures. Company personnel are
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prohibited from buying and selling any approved commodity for their own account or for
the benefit of any entity other than the Companies. Additionally, Company personnel are
required to disclose any significant direct interest? in any of the Companies’ counterparties
for transactions covered by this policy. To facilitate that disclosure, a listing of the
Companies’ counterparties and their parent organizations will be made available upon
request.

Personnel who are or may become involved in any energy procurement or sale activities
covered by this policy will be familiar with this policy and any associated procedures and
solicit clarification of any areas that they do not understand. Each such employee will be
advised of their responsibilities as set forth in the Employment Acknowledgement,
Appendix G, confirming his or her understanding of the policy requirements, and
confirming his or her agreement to fully comply with those requirements. Each such
employee also will be required to complete an Employee Acknowledgment form whenever
substantive updates are made, or at one-year intervals, whichever comes first. Consistent
with the Employee Acknowledgement form:

1. Each employee will have an affirmative duty to alert management immediately
upon learning of any potential violations of this policy.

2. Each employee also will have an affirmative duty to alert management
immediately upon learning of any risks not adequately covered by this policy and
the associated procedures, methodologies, and systems.

2 For the purposes of this policy, a direct interest will be defined as the direct ownership of shares in a publicly traded entity or an ownership interest in a privately
held entity. A significant direct interest will be one with a current value greater than one thousand dollars. The ownership of shares via a mutual fund will not be

deemed a direct interest.
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Appendix A: Definitions

Aggregate Exposure An estimate of the current cost of replacing all of the contracts with
a counterparty.

Approved Commodity Electricity, natural gas, propane, coal, oil, and portfolio energy
credits together with derivatives that are linked to those
commodities and transmission or transportation services for those
commodities. Renewable energy credits that fall outside the
definition of portfolio energy credits.

Bookouts
An agreement entered into subsequent to an agreement for the
physical delivery of a commodity to cancel an outstanding
agreement by the parties involved, through cash settlement of the
difference between the price specified in the agreement and an
acceptable reference price. A Bookout must be memorialized in a
subsequent agreement in writing between the parties involved to
comply with Dodd-Frank regulations.

Bookouts In Lieu of

Liquidated Damages An agreement entered into to cancel an outstanding delivery
obligation or portion thereof in lieu of the payment of liquidated
damages by the parties involved, through cash settlement of the
difference between the price specified in the agreement and an
acceptable reference price.

Counterparty An entity that has entered into a contract with one of the
Companies.
Energy Supply Plans Plans that the Companies will develop to govern the purchase and

sale of fuel and wholesale power and the associated transmission
and transportation services. Energy Supply Plans will cover three-
year periods.

Financial Instruments Swaps, options, futures, and options on futures entered into to
hedge risks.

Fixed Price Agreement A contract in which the price of the commaodity or service is set at
a particular level when the contract is executed.

Forwards Agreements to buy or sell a quantity of a product, at an agreed
price, for delivery at a specific location and for a future period and
traded over the counter directly with counterparties.

Indexed Agreement A contract in which the price of the commaodity or service is tied
to one or more published indices.
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Liquid Market A market characterized by narrow bid/offer spreads, easy access to
reliable price data, and small movements in prices as a result of
sizable transactions.

Mark-to-Base An estimate of costs that may be deferred through deferred energy
or purchased gas adjustment accounting.

Mark-to-Market The value of a financial or physical instrument, or an aggregation
of such instruments, at the Companies’ best estimate of current
market prices.

Options Instruments which give the holder the right, but not the obligation,
to sell or buy the underlying commodity at specified prices, times,
and locations.

Physical Instrument A contract for a commodity under which the Companies expect to
take delivery of the specified commaodity.

Portfolio Energy Credit A credit that is earned through energy produced or saved from a
renewable energy system or energy efficiency measure. These
credits are issued to any eligible renewable energy producer as
defined in Nevada Revised Statute 704.7811. These credits may be
purchased and sold to meet the Renewable Portfolio Standard.

Products Commodities with specific characteristics like electricity delivered
during predefined periods.

Renewable Energy Represents the property rights to the environmental, societal, and

Benefits other nonpower qualities of renewable electricity generation. A
Portfolio Energy Credit and its associated attributes and benefits
can be sold separately from the underlying physical electricity
associated with a renewable-based generation source.

Swaps Agreements to exchange net future cash flows or physical
positions.
Transaction A contract obligating the Companies to buy or sell physical

commodities and services. Transactions will also include monetary
obligations incurred through financial instruments.

Transmission A contract to move electricity from one point to another. Such
Agreement contracts are frequently referred to as “wheeling” agreements.
Transportation A contract to move coal, natural gas, or oil from one point to
Agreement another.
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Value-at-Risk The expected maximum increase in fuel and wholesale power costs
(also referred to as over a target horizon within a given confidence interval and
Cash-Flow-at-Risk when holding period. Value-at-Risk serves as a gauge of market
used in analyzing exposure, summarizing the total market risk in a portfolio of assets.

liquidity requirements)

Western North America  Coal mines in the States of Arizona, Colorado, New Mexico, Utah,
Coal Sources and Wyoming that produce coal that can be burned efficiently and
effectively in the Companies’ generating units.

Western North America  Locations in the western half of the United States and Canada at
Natural Gas Hubs which natural gas is traded in quantities sufficiently large to ensure
liquid markets.

WSPP Regional Power  Locations in the western half of the United States and Canada at

Markets which electricity is traded in quantities sufficiently large to ensure
liquid markets. Such electricity is often traded under the provisions
of the WSPP agreement.
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Appendix B: Areas of Responsibility - Committee

Risk Committee: The Risk Committee will be responsible for:

Assessing the appropriateness of the Companies’ energy supply risk management and
control activities and making recommendations for modifications to existing policies;
Approving changes and exceptions as designated in specific sections of this Policy and
ensuring the ongoing availability of procedures required to implement those policies or any
changes to them;

Assessing the systems required to monitor, record, and report on the risks inherent in the
Companies’ energy supply related activities and making recommendations for
improvements to existing risk policies;

Approving Energy Supply Plans;

Reviewing all transactions requiring exceptions to the applicable policies and procedures;
Reviewing and approving all energy procurement and sale transactions that are Transactions
not transacted in accordance with the Energy Supply Plan, requiring the approval of the
President;

Reviewing all violations of notification thresholds and processes established under this
policy, approving, or recommending for approval remedies of the violations, and monitoring
progress of such remedies; and

Assigning the completion of any other activities to guide the overall policy direction of the
Companies’ energy risk management and control efforts; and,

Approving any exceptions to the Energy Supply Plan.

Appendix C: Areas of Responsibility — Departments
A. Risk Control: Risk Control is responsible for:

Monitoring compliance with the Energy Risk Management and Control Policy and
reporting exceptions;

Disseminating this policy to the Companies’ personnel who will be affected by this policy;
Measuring the Companies’ energy portfolio exposures and comparing the measurements
against approved exposure notification thresholds;

Accumulating risk control information for the Companies;

Creating monthly risk control reports;

Assessing proposed modifications to risk control policies and notification thresholds based
on changing business or market conditions;

Recommending the appropriate level of risk - within approved notification thresholds - to be
accepted on behalf of the Companies;

Each business day, review sample of 1 - 5 trades by listening to phone recordings or ICE
Chat (gas/power) and verifying that transactions are in the trader log and TRM for natural
gas or Allegro and OAT]I for power; and,

Notifying Executive Management per the Energy Supply Commitment Threshold
Notification levels set forth in Appendix E, Section A.

B. Credit Risk Management: Credit Risk Management is responsible for:

Assessing the creditworthiness of counterparties;
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Approving counterparties and establishing credit ratings for them before the Companies
enter into energy-related transactions with them;

Maintaining the Companies’ lists of approved bidders;

Monitoring and reporting on the creditworthiness of wholesale fuel and power
counterparties;

Reviewing and reporting on all contractual credit terms;

Reviewing and reporting on information requested by counterparties for collateral or other
credit support;

Notifying Resource Optimization leadership when credit exposure limits have been
exceeded and assisting Risk Control in developing the strategy to mitigate risk;
Resolving credit issues with counterparties;

Calculating collateral requirements to be posted by counterparties and overseeing the
receipt of that collateral;

Maintaining records of the collateral posted by counterparties;

Calculating collateral requirements and managing collateral posted by the Companies;
and,

Managing margining requirements.

C. Resource Optimization: Resource Optimization is responsible for:

Negotiating, developing, and executing transaction plans consistent with the approved
Energy Supply Plans and the associated notification thresholds;

Identifying prospective counterparties and presenting viable entities to Credit Risk
Management for approval,

Facilitating Requests For Proposals (“RFPs”) for standard power, natural gas, coal,
propane, and oil;

Verifying the accuracy of financial/physical gas, carbon allowances, and spot power
invoices received by the Companies related to short-term power, transmission, and
California Independent System Operator market transactions;

Leading the negotiation process for certain natural gas transportation contracts and gas
storage;

Recording transactions for accounting and contract management purposes, distributing the
records, and adjusting the records as a result of actualization activities;

Reviewing confirmations for accuracy prior to approval; and,

Coordinating with Risk Control and Credit Risk Management to manage or mitigate any
risk exposure.

D. Renewables and Origination: Renewables and Origination is responsible for:

Negotiating, developing, and executing transaction plans consistent with the approved
Energy Supply Plans and the associated notification thresholds;

Leading the negotiation process of Master Agreements for power and carbon;
Facilitating Requests For Proposals (“RFPs”) for non-standard transactions, portfolio
energy credits, other renewable energy credits, and qualifying facilities;

Managing customer programs and executing associated commercial transactions;
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Performing due diligence and all associated tasks for asset acquisitions and specific asset
developments to meet customer or resource planning needs;

Coordinating with Risk Control and Credit Risk Management to manage or mitigate any
risk exposure;

Leading the negotiation process for non-standard power contract amendments;
Providing contract support to Resource Optimization, Credit Risk Management, Contract
Management, Legal, Resource Planning and Analysis, Fuel & Purchased Power
Accounting, etc.

E. Resource Planning and Analysis: Resource Planning and Analysis is responsible for:

Developing forecasts of energy and fuel prices;

Estimating the Companies fuel and the associated costs;

Developing Integrated Resource Plans;

Developing Energy Supply Plans and associated risk management strategies;

Analyzing energy resources available to the Companies to help to ensure the optimal use
of those resources; and,

Preparing or assisting with the preparation of periodic reports.

F. Fuel and Purchased Power Accounting: Fuel and Purchased Power Accounting is
responsible for:

Verifying the accuracy of financial/physical gas, carbon allowances, and spot power
invoices received by the Companies;

Resolving issues regarding financial/physical gas, carbon allowances, and spot power
invoices received by the Companies;

Submitting final invoices to authorized personnel for approval;

Preparing and issuing invoices for sales to counterparties;

Verifying the settlement amounts from financial transactions;

Accounting for all transactions;

Reconciling the accounts to confirm the accuracy of the energy accounting;

Ensuring the timely collection of receivables attributable to sales of energy and fuel;

Supervising the payment and receipt of all settlements from financial transactions; and,

Preparing designated reports.

G. Energy Supply Contract Management: Energy Supply Contract Management is
responsible for:

Managing pre-commercial and commercial energy supply contracts per their terms and
conditions, including but not limited to; certifying completion of contractually required
milestones, acceptance of commercial operation, and the invoice settlement function for
long-term power and certain natural gas contracts;

Maintaining counterparty contract and trading status information in the systems of record;
Managing the confirmation process for term physical/financial gas and power

transactions;
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e Maintaining energy supply contracts in accordance with the Corporate Records Retention

Schedule; and,
e Providing contract support to Resource Optimization, Credit Risk Management, Contract

Management, Legal, Resource Planning and Analysis, Fuel & Purchased Power
Accounting, etc.
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Appendix D : Resource Procurement and Sale Constraints
A. Approved Financial Instruments and Physical Products

Commaodity
Power Natural Coal Oil, Diesel, | SO2 Carbon
Gas Propane Allowances | Allowances
Instrument Buy [Sell |Buy [Sell |Buy |[Sell |Buy |Sell [Buy |Sell | Buy [ Sell
Financial Instruments
Forwards X X X X X X X
Options X X X X X
Swaps X X X X X
Physical Products and Instruments
Spot X X X X X X X X X X
Agreements
Fixed Price X X X X X X X X X X X X
Agreements
Indexed X X X X X X X X X X
Agreements
Ancillary X X
Services
Options X X X
(includes
capacity
contracts)
Transmission X X
Agreements
Transportation X X X X X
Agreements
Storage X X
Agreements

Underlying Markets:

All Western North America Natural Gas Hubs
The Henry Natural Gas Hub in Louisiana

All WSPP Regional Power Markets
All Western North America Coal Sources

The Risk Committee may approve changes to the Approved Financial Instruments and Physical
Products or Underlying Markets as deemed necessary.
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B. Authorization to Originate Standard and Non-Standard Transactions Under Approved

Energy Supply Plans

Power Natural Qil, Coal Financial® | SO2 | Carbon
Gas Diesel,
Propane
£18 2 &g g 5858 |8 &
S|/ E|Eg|E|e|Eels B|e| ¢
E|E|E|S|? E|"|E" o | 3 3
o Sl o ) o [e) - -
O| &l O] ¢ O O < <
= <
|_
Director, Gas X IX|IXIX|IX| X[ XX X|[x]| X | x X
Trading
Director, Power |+ | o Iy | x [ x| x | x x| x | x| x | x X
Trading
Manager, Gas X IX[XIXIXI X | X|x| xX|x] X | X X
Trading
Manager, Power |+ | o |y | x [ x| x | x x| x | x| x | x X
Trading
Power Traders X | X| X ]| X X X | X X
Gas Traders X | X| X | X X | X | X] X | X X X
Power Trader -
Gendesk X[ X| X]| X X| X X
Resource
Optimization X | X
Manager

The Risk Committee may approve additions and changes to the Authorization to Originate
Transactions prior to the origination of the transaction.

C. Authorization to Originate or Amend Renewables and Non-Standard Transactions
Under Approved Energy Supply Plans

Renewable Portfolio Energy Power
Power and | Credits/Renewable
QFs Energy Credits

Buy | Sell Buy Sell Buy | Sell
Vice President, X X X X
Renewables
Director, Renewable
Energy & Origination X X X X X X

3 Financial transactions related to energy commodities only.
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Director, Contract
Management and Special X
Programs X X
(Amendments/Settling
disputes only)

The Risk Committee may approve additions and changes to the Authorization to Originate

Transactions prior to the origination of the transaction.

D. Individuals Authorized to Enter Into Oral Transactions

e Director, Gas Trading

e Director, Power Trading
Manager, Gas Trading
Manager, Power Trading
Gas Traders

Power Traders

E. Authorized Signatories — Power and Fuel Contracts and Confirmations

Chief Executive Officer

Vice President, Chief Financial Officer
Vice President, Renewables

Vice President, Resource Optimization
Director, Gas Trading

Director, Power Trading

Manager, Gas Trading

Manager, Power Trading

Resource Optimization Manager

Personnel may not execute contracts or confirmations for transactions they originated.

Signature authority may not be delegated.

F. Authorization Approval Levels for the Execution of Fuel and Purchased Power

Transactions and Daily Trades ($ up to and including)

Title Limit — RFPs and Daily Trades*
Chief Executive Officer, Berkshire ..
Unlimited
Hathaway Energy Company
Chief Executive Officer $100,000,000
Vlcg President, Chief Financial $25.,000,000
Officer
Vice President, Resource
Optimizationt[2] $12,500,000
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Director, Trading Analytics &

Operationsl ’ ’ $7,500,000
Director, Contract Management

and Special Programs

(Amendments/Settling disputes $7,500,000
only)

Director, Gas Trading $7,500,000
Director, Power Trading $7,500,000
Manager, Gas Trading $5,000,000
Manager, Power Trading $5,000,000
Resource Optimization Manager $5,000,000
Traders $1,000,000

Approval of invoices are subject to dollar thresholds in the Corporate Governance and
Approvals Policy.

* To ensure reliability, approvals of daily trades may happen after trade execution.
I Applies to transactions longer than one month

[2 Applies to transactions pertaining to the table in Appendix D, Section C
BI Applies to transactions pertaining to the table in Appendix D, Section B

Appendix E: Risk Control Notification Thresholds

A. Commitment Threshold Notification for fuel and purchase power — Per Transaction®

Title Dollar Threshold
Chief Executive Officer $100,000,000
Vice President, Chief Financial $25,000,000
Officer

Vice President,Resoucre $12,500,000
Optimization |

The maximum total commitment attributable to a transaction at index will be based on the
Companies’ best estimate of the index at the time of the transaction.

B. Value-at-Risk Commitment:

4 Applies to transactions longer than one month
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Company Level of Length of Term Holding Amount
Confidence Period

Nevada Power 95% or higher | Rolling twelve 1 year $100 million
Months

Sierra Pacific 95% or higher | Rolling twelve 1 year $60 million

Power Months

Local 95% or higher | Rolling twelve 1 year $20 million

Distribution Months

Company

C. Mark-to-Base Commitment Threshold Notification — Cumulative/Monthly:

Company Base Cumulative Change Notify

Nevada Power BTER $80 million President

Sierra Pacific Power BTER $50 million President

Local Distribution Company BTER $10 million President

Appendix F: Policy Revision Log

Date

Revision(s)

August 28, 2014

Modified Existing Policy.

1.

2.

3.

Ea

Updated titles of personnel. Replaced “Mid-American Energy Holdings
Company” with “Berkshire Hathaway Energy Company”.

Modified language regarding the Risk Committee’s reviewing and approving
Energy Supply Plans and any exceptions to the Energy Supply Plans.

Added the definition of “Bookout” and language clarifying which types of
“Bookout” transactions are permitted. Made a distinction between standard and
non-standard transactions.

Clarified when power transactions must be confirmed in writing.

Added clarifying language that the Risk Committee is responsible for approving
any exceptions to the Energy Supply Plan.

Added the management of margining requirements as a Credit Risk Management
responsibility.

Moved the responsibility for leading the negotiation process of Master Agreements
for physical/financial gas, power and carbon from Resource Optimization to
Renewable Energy & Origination.
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8. Added the responsibility for leading the negotiation process for gas storage to
Resource Optimization.

9. Added the responsibility for facilitating Requests for Proposals for propane and oil

to Resource Optimization.

10. Modified the responsibilities of Renewable Energy & Origination as follows:

e Negotiating, developing and executing transaction plans consistent with the
approved Energy Supply Plans and the associated notification thresholds

e Leading the negotiation process of Master Agreements for physical/financial
gas, power and carbon

e Facilitating Requests For Proposals (“RFPs”) for non-standard power, and
portfolio credits

e Coordinating with Risk Control and Credit Risk Management to manage or
mitigate any risk exposure.

11. Added oil, diesel, and propane freight and commodity as transactions that gas
traders are authorized to originate.

12. Added carbon allowances invoices to Fuel and Purchase Power Accounting’s
responsibilities, added gas storage and gas transportation as origination
transactions the Manager, Market Operations and Trading is authorized to
originate (Buying and Selling).

13. Added gas storage and gas transportation as origination transactions the
Manager, Commercial and Trading Strategy is authorized to originate (Buying
only).

14. Added the Chief Executive Officer, Director of Renewable Energy and
Origination (marketing function employee designated position), Project
Manager, Power Origination (Confirms only) as authorized signatories to Power
and Fuel Contracts and confirmations.

15. Added a policy revision log.

December 16, 2014 | Modified Existing Policy:

1. Changes were made throughout the document to fix references to the appendices.

2. Replaced the acronyms, RECs, PECs, PUCN, WSPP, and CAISO with their full
wording.

3. Added Renewable Energy Credit and Portfolio Energy Credit to the terms defined
in Appendix A (Definitions).

4. Removed the Company’s Procurement function from the table indicating who is
authorized to originate transactions under the Public Utilities Commission of
Nevada approved Energy Supply Plans.

5. Removed the Chief Executive Officer of Berkshire Hathaway Energy Company
as the top level commitment threshold notification for fuel and purchase power
transactions.

6. Changed the Employee Acknowledgement section to read “A list of the
Companies counterparties for transactions covered by the policy and their parent
organizations will be provided upon request.”

June 3, 2015 Modified Existing Policy:

1. Added the position of Power Marketer, Origination to Appendix D, Section C,
(Authorization to Originate or Amend Renewables and Origination Transactions
Under Approved Energy Supply Plans).

June 17, 2015 Modified Existing Policy:
1. Updated titles of personnel.
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2. Modified the existing table in Appendix D, section B to pertain to Standard and
Non-standard transactions under approved Energy Supply Plans.
3. Modified the existing table in Appendix D, section C to pertain to Non-standard
transactions under approved Energy Supply Plans.
4. Transferred the responsibility for notifying Executive Management per the Energy
Supply Commitment Threshold notification levels (Appendix E, section A) from
Energy Supply Contract Management to Risk Control. Notification will be made
to Executive Management via Risk Committee Meetings instead of via email as
was previously done.
July 26, 2017 Modified Existing Policy:
1. Updated the Energy Risk Management and Control Policy to include
organizational changes made since the policy was last approved on June 17, 2015.
2. Added propane and portfolio energy credits to the definition of approved
commodity.
3. Modified the definition of Portfolio Energy Credit.
4. Changed Renewable Energy Credit to Renewable Energy Benefit.
5. Moved the footnotes reference (3, 4, and 5) to the appropriate page.
May 7,2018 Modified Existing Policy:

1. Updated titles of personnel
2. Replaced CEO with President

December 19, 2018 | Modified Existing Policy:

1. Added footnote on page 3 defining functional area

2. Replace “Chief Accounting Officer” with “Chief Financial Officer”

3. Removed President line item from Authorization Approval Level and Risk
Control Notification Threshold charts

4. Removed “Senior” from Senior Vice President, Chief Financial Officer title

December 4, 2019

1. Modified Appendix A — Approved Commodity; added; Renewable energy
credits that fall outside the definition of portfolio energy credits.
2. Modified Renewable and Origination responsibilities
e 3dpullet to read: Facilitating Request for Proposal (RFPs) for non-
standard transactions, portfolio energy credits, other renewable
energy credits and qualifying facilities
e 7" bullet to read; Managing pre-commercial and commercial energy
supply contracts per their terms and conditions, including but not
limited to; certifying completion of contractually required
milestones, acceptance of commercial operation, and the invoice
settlement function for long-term power and certain natural gas
contracts

Dec 17, 2020 Modified Existing Policy:

1. Deleted Senior Vice President, Operations throughout policy

2. Change page 24 to 25 on table on content

3. Added “in accordance with section V.D.2” and deleted by the Risk
Committee and President (page 3)

4. Added “PUCN and may only be entered into in accordance with Section
V.D.2”v deleted without the prior approval of Risk Committee and The
Companies will not execute) (page 6)

5. Added Transactions which are not contemplated by an Integrated
Resource Plan or Energy Supply Plan may only be entered into if
approved by the Risk and the President and added Assistant Treasurer

(pg+ 8)
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6. Removed “A” in front of Risk Committee (pg 13)

July 21, 2021 Modified Existing Policy:

1. Replaced Manager, Market Operations and Trading with Manager,
Power & Gas Trading

2. Replaced Project Manager, Forward Trading with Power Trader

3. Replaced Manager, Coal Operations and Procurement with Resource
Optimization Manager

4. Replaced Vice President, Resource Optimization with Director, Trading
Analytics & Operations

5. Added a dollar limit in Section F for Director, Trading Analytics &
Operations to $7, 500.000

6. Added Section D Power and Natural Gas Trading Limits to Appendix E

Updated the CEO and CFO dollar thresholds

8. Added Resource Optimization Manager and Traders to Section F with
$5M and $1M dollar limits respectfully

~

Novemberl7, 2021 Modified Existing Policy:

1. Updated title of Manager, Contract Management with Director, Contract
Management and updated dollar limits for RFP and daily trades

2. Revised a Risk Control responsibility to be consistent with the corresponding
SOX control

December 14, 2022 1. Updated titles
2. Moved several responsibilities from the Renewables section to Contract
Management’s section

August 1, 2023 1. Changed titles to allow for either Director or Manager of Power and/or Gas
Trading consistent with the reorganization and leadership title changes in
Resource Optimization.

November 15, 2023 1. Replaced Senior Vice President, Chief Financial Officer and Treasurer with
Vice President, Chief Financial Officer
2. Removed Appendix G — Employee acknowledgement statement
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NV Energy, Inc.

Credit Risk Management and Control Policy

Risk Committee Approval

November 15, 2023

This policy should only be distributed to the employees of NV Energy (and its subsidiaries)
who need access to the document during the performance of their assigned duties. This
policy should not be provided to anyone outside the Company without the prior approval of
the Risk Control Department.
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. Background

NV Energy, Inc. (the “Company”) has two wholly owned utility subsidiaries,
Nevada Power Company (d/b/a NV Energy) and Sierra Pacific Power Company
(d/b/a NV Energy) (and together with NV Energy, the "Companies”) who are
engaged in the generation, transmission, and distribution of electric energy and in
the distribution of natural gas in Nevada.

NV Energy’s Risk Committee approved the Risk Management and Control Policy
dated January 5, 2021. That policy outlines NV Energy’s philosophy toward the
management and control of the risk inherent in the Companies’ business operations.
That policy also created the Risk Committee and made that committee responsible
for overall policy direction of the Companies’ risk management and control efforts.
That policy further instructed the Risk Committee to oversee the development of
appropriate risk management and control policies including this Credit Risk
Management and Control Policy.

1. Application and Purpose

The Credit Risk Management and Control Policy outlines NV Energy’s philosophy
toward the management and control of the credit risk inherent in the Companies’
normal business operations.

The primary purpose of the policy is to:

e Provide guidelines for employees that are authorized to legally bind the
Companies for procurement, sales, and service delivery transactions;

e Establish sound guidelines for the management and control of risks
attributable to those transactions; and,

e Define the responsibilities for managing and monitoring those risks.

This policy will be applied to all physical and financial transactions related to the
Companies’ procurement, sales, and service delivery activities. Five principal areas
of credit risk are addressed in this policy:

e Energy supply

e Large customer accounts!
e Procurement (non-fuel)

e Transmission

e Rule9

1 Credit risk of Mid-to-Small customers is managed by Credit and Billing Department
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I1l. Credit Risk Definition

Credit risk is the possibility that because of a counterparty’s financial condition the
counterparty’s financial or physical obligations may not be timely performed.
Credit exposure is the dollar amount that would be at risk in the event that the
counterparty fails to perform. Credit loss is the actual dollar amount loss incurred
due to the default. An evaluation of credit risk should measure exposure, and the
possibility of failure to perform and recovery on defaults.

IV. Credit Risk Management and Control Framework

The Companies will systematically manage and control credit risk through three
primary vehicles - organization and governance, credit risk management program,
and credit risk control practices.

A. Organization and Governance

1. Risk Committee: The Risk Committee is responsible for overall
policy direction of the Companies’ risk management and control efforts,
including credit risk management and risk control efforts. Specific
activities for which the Risk Committee is responsible are set forth in
Section A of Appendix B. The Risk Committee has the right to delegate
portions of its assigned duties to one or more committees.

2. Vice President, Chief Financial Officer and Treasurer: The
Companies’ management is responsible for enforcing this policy and the
associated procedures in the areas for which they are responsible. The Vice
President, Chief Financial Officer and Treasurer and are responsible for
monitoring compliance with this policy and those procedures. All material
omissions and exceptions will be promptly reported to the Risk Committee.

3. Risk Control: The Risk Control organization monitors compliance
with this credit policy and the associated procedures. Risk Control, under
direction from the Vice President, Chief Financial Officer and Treasurer
are responsible for the activities set forth in Section A of Appendix C.

a) Energy Credit Risk Management: The Companies enter
into contracts with numerous counterparties while buying and
selling energy including fuel, purchased power, and coal. Credit
Risk Management, under direction from the Treasurer, is
responsible for the Companies’ credit risk management activities as
they apply to energy supply. Specific activities for which Energy
Credit Risk Management will be responsible are set forth in Section
A of Appendix D.
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b) Large Customer Credit Risk Management:  The
Companies provide power services to large customers. The credit
risk associated with these customers’ results from the possibility that
they will be unable or unwilling to remit payment to the Companies
after services have been received. Large Customer Credit Risk
Management under the direction of the Companies’ Risk Control
and Credit & Billing organizations will be responsible for the
Companies’ credit risk management activities as they relate to large
customers. Specific activities for which Large Customer Credit Risk
Management will be responsible are set forth in Section B of
Appendix D.

C) Procurement Credit Risk Management: The Companies
enter into non-fuel contracts with numerous suppliers of materials
used in the development and maintenance of the electric and gas
infrastructure. These contracts are approved per the Corporate
Governance and Approvals Policy. Contracts more than $100,000
require performance bonds. Contracts more than $1,000,000 require
a risk assessment to be performed by Risk Control. Credit risk
associated with these suppliers is the possibility that they will be
unable or unwilling to provide materials in time or fail to provide
materials altogether. Specific activities for which Procurement
Credit Risk Management will be responsible are set forth in Section
C of Appendix D.

d) Transmission Credit Risk Management: The Companies
enter into contracts with numerous counterparties and customers for
long term point-to-point transmission, large and small generator
interconnection, and short-term point-to-point transmission.
Specific activities for which Energy Credit Risk Management will
be responsible are set forth in Section D of Appendix D.

e) Rule 9 Credit Risk Management: The Companies enter
into contracts with numerous customers for a large project that the
Company has a reasonable basis for believing that circumstances
particular to an applicant’s project would subject the Company to a
substantial risk of not recovering its investment in the applicant’s
project. Abnormal Risk projects are defined as: project costs will not
be fully collected from project developers and new loads enabled by
line extensions will be reduced or terminated. Consequently, these
will not generate the required rate revenue to pay for the allowance
or refund cost of the project over its life. Specific activities for which
Energy Credit Risk Management will be responsible are set forth in
Section E of Appendix D.
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B. Credit Risk Management Program

1. Energy Credit Risk: The Companies will maintain an ongoing
energy credit risk program with the objective of avoiding material increase
in operating and capital costs attributable to failures to perform by
counterparties. The program will address these three key components: i)
counterparty credit risk mitigation through arrangements such as credit
support, netting, mark-to-market margin collateral, termination clauses,
etc.; ii) evaluation and potential use of credit risk transfer instruments such
as credit insurance, credit derivatives and clearinghouse transactions; and
iii) the implementation of appropriate procedures such as transaction credit
approval, exception management, etc. The program will have provisions for
the systematic identification, quantification, evaluation, and management of
the credit risk inherent in the Companies’ operations and for the preparation
of periodic reports to document the Companies’ efforts. All counterparties
will be pre-approved by the Credit Risk Management group of the Risk
Control department.

2. Large Customer Credit Risk: The Companies will maintain an
ongoing large customer credit risk management program that focuses both
on preventing the occurrence of adverse credit outcomes at an account level,
and on recovering any material increase in operating and capital costs
attributable to failures to pay by customers. As part of the prevention
mechanisms, the credit risk management program will implement measures
such as but not limited to an assessment of customer credit based on
payment history with the Companies, third party credit analysis, tighter
billing cycles, late fee assessment, and deposit requirements. All risk
management and risk mitigation measures used will be in compliance with
the governing legal and regulatory statutes (e.g., the Consumer Bill of
Rights, tariff filings, and other applicable regulations). As part of the
regulatory recovery mechanisms, the credit risk management program will
thoroughly document working capital charges resulting from delayed
payments and capture any write offs. The credit risk management program
will ensure appropriate regulatory recovery of all such additional costs
incurred by the Companies and will have provisions for the preparation of
periodic reports to document the Companies’ efforts.

3. Procurement Credit Risk: The Companies will maintain an
ongoing procurement credit risk program focused on avoiding material
interruption and costs attributable to failures by counterparties to perform
or pay. The program will include four key components: (i) periodic vendor
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credit evaluation, (ii) critical vendor status determination, (iii) on-going
critical vendor credit status assessment, and (iv) risk mitigation activities.
Critical material vendors will be identified by Procurement based on, but
not limited to, total contract value outstanding, estimated annual spend,
product replacement options, services provided, frequency of transactions,
and alliance partners. After a critical vendor has been identified, a credit
rating will be given based on external credit ratings services, independent
debt rating by major investment banks, or internal evaluation of vendor’s
financial condition. The credit status and credit exposure of critical material
vendors will be monitored and assessed no less than annually and prior to
the awarding of major new contracts. Risk mitigation techniques will be
utilized for all vendors when available. Such activities will include, but are
not limited to, requiring credit support, including provisions for liquidated
damages, diversifying vendor portfolio, actively seeking creditworthy
vendors, and identifying replacement vendors.

4. Transmission Credit Risk: The Companies will maintain an
ongoing transmission credit risk program with the objective of avoiding a
material increase in operating and capital costs attributable to failures to
perform by counterparties and customers. The program will address these
key components: i) counterparty and customer credit risk mitigation
through arrangements such as credit support, netting, termination clauses,
etc.; ii) The program will have provisions for the systematic identification,
quantification, evaluation, and management of the credit risk inherent in the
Companies’ operations and for the preparation of periodic reports to
document the Companies’ efforts. All counterparties and customers will be
pre-approved by the Credit Risk Management group of the Risk Control
department.

5. Rule 9 Credit Risk: The Companies will maintain an ongoing Rule
9 customer credit risk management program that focuses both on preventing
the occurrence of project costs not fully being collected from project
developers, new load enabled by line extensions will be reduced or
terminated, will not generate the required rate revenue to pay the allowance
or refund cost of the project over its life or project between 1MW or 10MW
or total project cost of $400,000 or more. The program will have provisions
for the systematic identification, quantification, evaluation, and
management of the credit risk inherent in the Companies’ operations and
for the preparation of periodic reports to document the Companies’ efforts.
All counterparties and customers will be pre-approved by the Credit Risk
Management group of the Risk Control department. The credit risk
management program will ensure appropriate regulatory recovery of all
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such additional costs incurred by the Companies and will have provisions
for the preparation of periodic reports to document the Companies’ efforts.

C. Credit Risk Control Practices

The Companies’ risk control practices will incorporate limits, metrics, and
exception management.

1. Limits: The Companies will adhere to the energy credit risk limits
set forth in this policy. The purpose of these limits is to balance the need to
secure reliable supplies of fuel and wholesale power with the need to control
the risks inherent in the process. Energy Credit Risk Limits are set forth in
Appendix F.

2. Standards for Credit and Financial Assessment of
Counterparties:

Creditworthiness assessment for rated counterparties with publicly filed
financials is to be updated every quarter with availability of new financials.

Creditworthiness assessment for unrated or privately held counterparties
without publicly filed financials is to be performed after receipt of audited
financials. The highest exposure power/gas and supply chain private
counterparties will be evaluated on an annual basis.

If a counterparty is a subsidiary of a parent company, a guarantee may be
required from the parent to support the transactions that are entered into
with the subsidiary. The credit limit assigned to this counterparty will be
limited to lesser of the amount of the parent guarantee, the unsecured limit
the parent qualifies for or the netted credit limit (buys and sells).

The scoring module uses a multi variable scorecard to establish credit limits
for counterparties. The scorecard methodology factors in agency ratings,
performance, liquidity, leverage ratios, and assigns credit limits based on a
percentage of tangible net worth. The assigned credit limits are further
adjusted downward to NV Energy defined ratings matrix set forth in Section
A of Appendix F. The components of the credit exposure calculation
include cash flow, mark-to-market nominal value and the assigned credit
limit or collateral.

Counterparties with higher exposures will be evaluated on an annual basis
and monitored daily. Qualitative risk acceptance criteria will be
incorporated into the evaluation of the highest exposure counterparties.

Under rule 9, large customers (projects >1MW or project costs > $400,000)
including mining, data centers, master plan development, renewables and
new industry type businesses that are sent to Risk Control for determination
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of ‘Abnormal Risk’ will be underwritten using the same scoring
methodology and tools that are used to evaluate counterparties.

3. Metrics: In addition to the above formal limits, Risk Control will
monitor a set of metrics on a periodic basis. The purpose of these metrics is
to provide transparency of the corporate credit portfolio to the Risk
Committee.

o Large Customer Credit Metrics: The Companies have
established the Arrears Balance Metric and the Uncollected
Deposits Metric to monitor the credit exposure attributable
to large customers. Large customers are defined by the
Companies based on rate class, total yearly summary bill, or
total yearly revenue.

i. Arrears Balance Metric: The Companies will monitor
the balance of large customers’ accounts receivable in
arrears as a percentage of total quarterly revenue due
from large customers.

ii. Uncollected Deposit Metric: The Companies will
monitor the allowable deposits uncollected as a
percentage of total allowable deposits. Total allowable
deposits based on prevailing regulations pertaining to
maximum allowable deposit assessment.

o Procurement Metrics: The Companies have established
the Supplier Credit Metric to control the credit exposure
attributable to procurement.

i.  Supplier Credit Metric: The Companies will not enter
into transactions with a material supplier for the purchase
of goods or services over the amount of $1,000,000, until
Credit Risk Management has analyzed the supplier’s
financial stability. Contracts in excess of $100,000
require performance bonds.

Exception Management Process:

i. Limits: The Risk Committee may approve waivers to this policy
and to the plans and procedures developed in accordance with this
policy. The Companies will develop and maintain procedures for
reporting material exceptions to the limits established under this
policy if those exceptions were not approved by the Risk
Committee. The procedures will have provisions for prompt
notification to the Treasurer who will, in turn, be responsible for
notifying the personnel responsible for resolution of the exception
and, if necessary, the Risk Committee. Presentations to the Risk
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Committee will include descriptions of the exceptions, proposed
courses of action to resolve the exceptions, and schedules for
resolving the exceptions.

ii. Metrics: The relevant business unit may approve exceptions to
the stated practices associated with the Large Customer Credit
Metrics and Procurement Metrics. The business function will
develop procedures and necessary documentation for deviation.
Since a formal limit is not associated with the metrics, notification
of non-compliance with standard procedures is not required
beyond the relevant business unit.

iii.  Reporting Process: The Companies will monitor credit
limits and metrics through a formal reporting process driven by
the Treasurer and Assistant Treasurer. On a monthly basis, Risk
Control, with the assistance of Energy Credit Risk Management,
Large Customer Credit Risk Management, and Procurement
Credit Risk Management, will calculate and compile the limits and
metrics outlined in this policy into a report. The report will be
disseminated monthly to each member of the Risk Committee.
Material adverse findings will be discussed at the meetings, and
exceptions will be raised to the appropriate business function.

V. Compliance

Each employee will have an affirmative duty to alert management immediately upon
learning of any apparent violations of this policy.

Each employee will also have an affirmative duty to alert management immediately upon

learning of any risks not adequately covered by this policy and the associated procedures,
methodologies, and systems.
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Appendix A: Definitions
Aggregate Exposure

Clearinghouse

Consumer Bill of Rights

Counterparty

Credit Derivatives

Credit Insurance

Critical material
suppliers

Fixed Price Agreement

Futures

Indexed Agreement

Large Customer

Mark-to-Market

Mark-to-Market Margin
Collateral

An estimate of the current cost of replacing all of the contracts with
a counterparty.

An entity that clears the total transactions (buys with sales) for the
period.

Provisions under Nevada Revised Statutes 704.210 governing
billing procedures and processes for residential and small
commercial gas and electric customers.

The entity that has entered a contract with one of the Companies.

A financial instrument whose characteristics and value depend
upon the characteristics and value of an underlying instrument or
asset, typically a commodity, bond, equity, or currency.

Insurance on the counterparty portfolio is used to mitigate the risk
of one or more of the counterparties in the portfolio defaulting on
its obligations.

As defined by the Business Unit(s)

A contract in which the price of the commodity or service is set at
a particular level when the contract is executed.

Agreements to buy or sell a quantity of a product, at an agreed
price, on a given date, traded on an exchange, and cleared by a
clearinghouse.

A contract in which the price of the commaodity or service is tied
to one or more published indices.

At Nevada Power, an LGS-2 (or larger) customer, along with any
additional meters associated with that customer. At Sierra Pacific
Power, a GS3 (or larger) customer, along with any additional
meters associated with that customer.

The value of a financial or physical instrument, or an aggregation
of such instruments, at the Companies’ best estimate of current
market prices.

Collateral posted based on the current market value of a financial
or physical instrument.
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Netting

Options

Physical Instrument

Products

Swaps

Transaction

The act of offsetting purchases with sales.

Instruments which give the holder the right, but not the obligation,
to sell or buy the underlying commodity at specified prices, times,
and locations.

A contract for a commodity under which the Companies expect to
take delivery of the specified commaodity.

Commodities with specific characteristics like electricity delivered
during predefined periods.

Agreements to exchange net future cash flows or physical
positions.

A contract obligating the Companies to buy or sell physical

commodities and services. Transactions will also include monetary
obligations incurred through financial instruments.
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Appendix B: Areas of Responsibility — Committees

Risk Committee: The Risk Committee will be responsible for:

e Monitoring the current and expected future economic conditions, assessing
their effect on the general business environment and on the Companies, and
disseminating the information obtained through such monitoring to the
management of the Companies;

e Initiating the preparation of new risk control policies when or where
appropriate and the modification of risk control policies already in place;

e Ensuring the ongoing availability of procedures required to implement those
policies or any changes to them;

e Resolving any disputes regarding the appropriate application of those policies
and procedures;

e Ensuring the availability of the systems required to monitor, record and report
on the risks inherent in the Companies’ operations;

e Reviewing and approving the Companies’ resource plans, energy supply
plans, and the financing of the plans prior to Chief Executive Officer
approval,

e Assuring integration of energy procurement or sale risk, credit risk, cash flow
risk and customers' risk;

e Reviewing and approving all transactions requiring exceptions to the
approved plans for acquiring or selling fuel and wholesale power prior to
implementation;

e Reviewing all energy procurement or sale transactions requiring the approval
of the Chief Executive Officer? prior to the presentation of such transactions
to the Chief Executive Officer; and,

e Assessing the appropriateness of the Companies’ risk control activities and
modifying this policy, whenever modifications are required to ensure the
ongoing viability of the Companies’ risk management and control programs
and the continued fulfillment of the Companies’ obligations.

The Risk Committee will have the right to delegate portions of its assigned duties
to one or more committees. The Risk Committee will establish the charter of each
Committee when it is established and modify the charter if necessary. Committees
will keep minutes in the same manner as the Risk Committee. Committees will also
make periodic reports of their activities to the Risk Committee in the manner
designated by the Risk Committee.

2 The review by the Risk Committee prior to the presentation to the Chief Executive Officer is not required
if such transactions are being done in accordance with an Energy Supply Plan already approved by the Chief
Executive Officer.
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Appendix C: Areas of Responsibility — Risk Control
Risk Control: Risk Control will be responsible for:

Disseminating this policy to the Companies’ personnel who will be affected by
this policy;

Measuring the Companies’ energy portfolio exposures and comparing the
measurements against approved exposure limits;

Accumulating risk control information for the Companies;

Creating monthly risk control reports;

Assessing proposed modifications to risk control policies and limits based on
changing business or market conditions; and,

Training employees on this policy.

Appendix D: Areas of Responsibility — Credit Risk Management
A. Energy Credit Risk Management: Credit Risk Management will be responsible for:

Assessing the financial and credit worthiness of current and potential

counterparties;

Assessing the current market and industry conditions affecting the credit of

counterparties through updates and research;

Providing a forward-looking perspective on counterparty credit, input qualitative

remarks for our major counterparties in our scoring tool;

Approving counterparties and establishing credit ratings for them before the

Companies enter into energy-related transactions with them;

Assigning internal credit rating for counterparties based on rating of parent

company when parental guarantees are utilized or the lower of credit rating

services, independent debt ratings by major investment banks, and internal

evaluations of the entities’ financial condition;

Accumulating credit risk management and control information from our system of

record,

Managing and mitigating credit risks associated with energy supply optimization;

Monitoring current credit of major counterparties on an on-going basis;

Following processes and procedures outlined by the Credit Policy;

Providing Risk Control with necessary counterparty credit information on a

periodic basis through our system of records and the monthly Credit Report;

Monitoring and reporting on the creditworthiness of current counterparties;

Monitoring credit exposures at the counterparty and portfolio level on an on-going

basis;

Evaluating credit impact on counterparty and portfolio credit of large transactions;

Reviewing and reporting on all contractual credit terms;

Ensuring credit terms in contracts are in accordance with standard business

practices;

Reviewing and reporting on information requested by counterparties for collateral

or other credit support;

Evaluating costs and benefits associated with risk transfer and reduction methods;
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e Resolving credit issues with counterparties;

e Calculating collateral requirements to be posted by counterparties and overseeing
the receipt of that collateral; all letters of credit submitted to credit are kept in the
Legal Department and tracked:;

¢ Notifying the Manager of Market Operations and Trading when credit exposure
limits have been exceeded and assist Risk Control in developing the strategy to
mitigate risk; and,

e Maintaining records and tracking collateral posted by counterparties. Calculating
collateral requirements and managing collateral posted by the Companies.

B. Large and Mid-to-Small Customer Credit Risk Management: Risk Control along
with Credit & Billing will be responsible for managing the credit risk associated with
large and mid-to-small customers, and frequently reporting on the status of such risks.
Responsibilities of Risk Control include:
e Managing and mitigating credit risks associated with the customer payment of
large non-residential customers;
e Monitoring on-going credit of large non-residential customers and disseminating
relevant credit information to Credit & Billing and Major Accounts;
Responsibilities of Credit & Billing include:
e Periodically provide Risk Control with a list of large customers;
e Managing and mitigating credit risks associated with the customer payment of
large and mid-to-small non-residential customers;
Reviewing and tracking occasions of deposits and late fees waivers;
Monitoring changes in regulations regarding large customer credit;
Monitoring current credit and payment history of the Companies of customers;
Collecting and disseminating relevant credit information to managing account
executive;
e Following processes and procedures outlined by the Credit Policy and/or
applicable regulations;
e Provide information for metrics referenced in Appendix E - Large Customer Credit
Metrics;
e Providing Risk Control with necessary customer credit information on a periodic
basis; Ensure timely posting of write-offs to accounts for regulatory recovery.
In case of disagreements on the risk assessment of and credit mitigates for customers,
Risk Control and Credit & Billing are encouraged to present their recommendations to
members of the Risk Committee for further determination.

C. Procurement Credit Risk Management: Risk Control along with Procurement will
be responsible for managing the credit risk associated with material vendors and
procurement customers.

Responsibilities of Risk Control include:

e Managing and mitigating credit risks associated with material procurement;

e Monitoring current credit of critical material procurement vendors, based on but
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not limited to, third party credit rating, and company financials;

Following processes and procedures outlined by the Credit Policy; and,
Ensuring credit terms in material contracts are in accordance with standard
business arrangements.

Responsibilities of Procurement include:

Identify critical material procurement vendors;

Identify contracts in excess of $100,000 requiring performance bonds and
contracts in excess of $1,000,000 requiring risk assessment by Risk Control; and,
Provide information for metrics referenced in Appendix E - Procurement Credit
Metrics.

D. Transmission Credit Risk Management: Credit Risk Management will be
responsible for:

Assessing the financial and credit worthiness of current and potential
counterparties and customers;

Assessing the current market and industry conditions affecting the credit of
counterparties and customers through updates and research;

Providing a forward-looking perspective on counterparty and customer credit;
Approving counterparties and customers and establishing credit ratings for them
before the Companies enter into transmission related transactions with them;
Assigning internal credit rating for counterparties and customers based on rating of
parent company when parental guarantees are utilized or the lower of credit rating
services, independent debt ratings by major investment banks, and internal
evaluations of the entities’ financial condition;

Accumulating credit risk management and control information from our system of
record,

Monitoring current credit of counterparties and customers on an on-going basis;
Monitoring and reporting on the creditworthiness of current counterparties and
customers;

Reviewing and reporting on information requested by counterparties and
customers for collateral or other credit support;

Resolving credit issues with counterparties and customers;

Reporting on accounts receivable aging information on counterparties and
customers;

Calculating collateral requirements to be posted by counterparties and customers
and overseeing the receipt of that collateral; all letters of credit submitted to credit
are kept in the Legal Department and tracked,;

Maintaining records and tracking collateral posted by counterparties and
customers.

E. Rule 9 Credit Risk Management: Credit Risk Management will be responsible

for:
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e Assessing the financial and credit worthiness of current and potential and
customers;

e Assessing the current market and industry conditions affecting the credit of
customers through updates and research;

e Providing a forward-looking perspective on customer credit;

e Approving customers and establishing credit ratings for them before the
Companies enter into transmission related transactions with them;

e Assigning internal credit rating for customers based on rating of parent company
when parental guarantees are utilized or the lower of credit rating services,
independent debt ratings by major investment banks, and internal evaluations of
the entities’ financial condition;

e Accumulating credit risk management and control information from our system of
record,

e Monitoring current credit of customers on an on-going basis;

e Monitoring and reporting on the creditworthiness of current customers;

e Reviewing and reporting on information requested by customers for collateral or
other credit support;

e Resolving credit issues with customers;

e Reporting on accounts receivable aging information on customers

e Calculating collateral requirements to be posted by customers and overseeing the
receipt of that collateral; all letters of credit submitted to credit are kept in the
Legal Department and tracked;

Maintaining records and tracking collateral posted by customers.

Appendix E: Risk Control Metrics

A. Large Customer Credit Metrics

i. Arrears Balance Metric — Monthly
Total dollar value of current accounts receivable in arrears divided by total
dollar value of accounts receivable due or received in a given month
e Arrears balances will be determined as balances outstanding for 30 days
or more past the due date
e Individual account balances under summary accounts will not be
considered in arrears until 30 days after the summary account billing
date

il Uncollected Deposit Metric — Quarterly

Sum of total allowable deposits uncollected divided by total allowable deposits
for unsatisfactory customers in a given quarter
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e Allowable deposits uncollected determined as the maximum allowable
deposit uncollected or the difference between maximum allowable
deposit and the deposit collected by the Companies

e Non-Residential
e Maximum allowable deposit based 200% of average monthly bill
e Unsatisfactory customers are defined as customers who pay after

their due date even once in a 24-month period, or are subject to
disconnect/termination of services

e Residential:

e Maximum allowable deposit based 150% of average monthly bill

e Unsatisfactory customers are defined as customers who pay after
their due date more than three times in a twelve-month period, or are
subject to disconnect/termination of services

e New customers are unsatisfactory at time of initial service agreement if
adequate credit is not available in the form of satisfactory past payment
history with a utility/municipal agency or guarantor with satisfactory
credit

B. Procurement Credit Metric

I.  Counterparty Credit Metric — Annual
Total contract value outstanding with a critical material supplier determined on
a semi-annual basis
o Total contract value is determined as the greater of maximum possible
payment for goods and services or market replace costs associated with
goods and services provided to the Companies by critical material
suppliers.

Critical material supplier’s status based on but not limited to alliance membership,
aggregate contract value with NVE and its Subsidiaries, and availability of
substitute goods or product

Appendix F: Credit Limits

A. Counterparty and Customer Credit Limits
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Counter-party Credit Notification Thresholds-All
Transactions

Counter-party Credit Notification Thresholds-
Large Transactions

Credit Rating

Maximum Aggregate
Exposure per Counter-

Credit Rating

Maximum Aggregate
Exposure per Counter-

party party
AAA+to AA- or equivalent $20,000,000 AAA+to AA- or equivalent $20,000,000
A+to A- or equivalent $15,000,000 A+to A- or equivalent $15,000,000
BBB+ to BBB- or equivalent $10,000,000 BBB+ to BBB- or equivalent $10,000,000
BB+ to BB- or equivalent $6,000,000 BB+ to BB- or equivalent $6,000,000
B+ to B- or equivalent SO B+ to B- or equivalent S0
Less than B- S0 Less than B- o)

B. Sub-investment Grade Notification Thresholds

Maximum portion of the portfolio below investment grade based on actual Mark-
to-Market exposure may not exceed 40% without prior approval from the Risk

Committee.

C. Weighted Average Portfolio Credit Notification Thresholds

Weighted average credit rating of portfolio based on actual Mark-to-Market
exposure must be ‘BBB-¢ or better.

Appendix G: Collateral Release Procedure:

The Department contacts Credit Risk to have the collateral released that is being held for a
specific contract or project. This includes but is not limited to energy credit risk, large
customer credit risk, procurement credit risk, transmission credit risk, Rule 9 credit risk,

developer credit risk.

e The email that is sent to Credit Risk will include the approval by the Director of
the Department. In the absence of a Director, the next level of management over

the Department.

o A release of collateral letter, located on MyNVE, is created by Credit Risk,
attached to the original letter of credit or bond and sent via Fed EXx to the issuing
bank or Surety for cancellation.
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e Signature of Authority for the collateral release letter:

o Business Risk Control Specialist — up to $5M
Treasurer — up to $30M
o Vice President, CFO — over $30M

O

Appendix H: Policy Revision Log

Date Revision(s)
December 17, Modified Existing Policy.
2014

1. Updated risk committee name. Replaced “Enterprise Risk Oversight Committee”
with “The Risk Committee”.
2. Reassigned responsibility by replacing “Board of Directors” by “Risk Committee”
and “Chief Risk Officer” by “Chief Financial Officer”.
3. Added language related to Rule 9 and the methodology of customer scoring and
evaluation.
. Replaced the Credit Notification Thresholds table with the new approved version.
5. Replaced Risk Committee’s area-of-responsibility description by language in Risk
Management and Control Policy for consistency.
. Removed language related to Energy Risk Committee since it was dissolved.
Added a policy revision log.

SN

~N o

December 28, Modified Existing Policy:

2016

1. Updated sub-section A.ii regarding maximum allowable deposit amounts to be
consistent with Electric Rules 1 and 13 for both North and South.

July 26, 2017 Modified Existing Policy:

1. Updated the approval date of the Risk Management and Control Policy in the
Background section.

2. Updated the approval date of the Credit Risk Management and Control Policy in
Appendix H, the Employee Acknowledgement section.

3. Made formatting changes to make the document consistent with the Risk
Management and Control Policy and the Energy Risk Management and Control
Policy.

May 7, 2018 Modified Existing Policy:

1. Replaced Chief Executive Officer with President

2. Replaced Director, Risk Control with Treasurer

3. Updated titles

December 19, Modified Existing Policy:

2018 1. Removed “Senior” from “Vice President, Chief Financial Officer”
2. Replaced “President” with Chief Executive Officer
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December 4, Modified Existing Policy

2019 1. Replaced ratepayer with customers

November 17, Modified Existing Policy

2021 1. Add Assistant Treasurer to specified locations throughout document

2. Removed “A” from Risk Committee on page 12
3. Added existing procedures for Transmission and Rule 9

November 15, Modified Existing Policy

2023 1. Replaced Assistant Treasurer with Treasurer
2. Replaced Senior Vice President, CFO & Treasurer with Vice President,
CFO

3. Removed Appendix I: Employee Acknowledgement
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