Exhibit E — Funding

1. Scope of activities funded through the ERO funding mechanism

The Texas Regional Entity Division of Electric Reliability Council of Texas, Inc. (“Texas RE") shall
include in its annual budget submission to the North American Electric Reliability Corporation
(“NERC”) amounts for costs it will incur in support of delegated activities and activities that are in
furtherance of NERC's responsibilities as the ERO under the Act, as specified in the NERC Rules
. These activities shall include:

¢ Reliability Standard Development (Section 300)

o Compliance Enforcement (Section 400)

¢ Organization Registration and Certification (Section 500)

¢ Reliability Readiness Evaluation and Improvement (Section 700)

¢ Reliability Assessment and Performance Analysis (Section 800) (including necessary
data gathering activities)

e Training and Education (Section 900)
e Situational Awareness and Infrastructure Security (Section 1000)
2. Allocation of Costs

Texas RE shall allocate its dues, fees, and other charges for its activities pursuant to the
delegation agreement among all load-serving entities on the basis of net-energy-for load, unless a
different method or methods of allocating and calculating such dues, fees, or charges has been
submitted to and approved by NERC and the Commission, in accordance with Section 8(b) of the
delegation agreement. Texas RE shall submit to NERC annually at the same time it submits its
budget request a list of the load-serving entities within its geographic boundaries and their
proportionate net-energy-for load or such other data or information as is necessary to allocate and
calculate Texas RE’s dues, fees, or charges under any other method of allocation or calculation
that is to be used.

3. Collection of Funding

(8) NERC, Texas RE, and Electric Reliability Council of Texas, Inc. (“ERCOT") have agreed that
ERCOT shall act as the billing agent on behalf of NERC to bill and collect assessments for the
costs of activities under the Act from load-serving entities, ERCOT Qualified Scheduling Entities
(“QSEs”), or such other entities as agreed by NERC, Texas RE, and ERCOT. ERCOT and Texas
RE agree that ERCOT shall: (i) issue all invoices to load-serving entities, QSEs, or other agreed
entities in a prompt and timely manner after receipt from NERC of the information needed to issue
the invoice; (ii) exercise commercially reasonable efforts to collect invoices that are not paid as of
the due date(s); and (iii) transfer all funds collected to NERC quatrterly, in a timely manner. Texas
RE shall confirm that ERCOT complies with these obligations, and shall notify NERC promptly of
any compliance failures.

NERC shall submit invoices on a quarterly basis to ERCOT covering the NERC and Texas RE
budgets approved for collection for the ERCOT region. Within ten (10) business days after
receiving this quarterly invoice, ERCOT will electronically transfer to NERC the amount reflected in
the invoice, in immediately available funds, unless ERCOT has been unable to collect and does
not reasonably believe it can collect such amount from load-serving entities, QSEs, or other
agreed entities, after exercise of commercially reasonable efforts. On the same day as ERCOT
makes each electronic transfer of funds to NERC, ERCOT or Texas RE will send an e-mail to the
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Chief Financial Officer of NERC either (i) confirming that the full invoiced amount has been
electronically transmitted to NERC or (ii) stating that ERCOT is unable to collect the full amount of
the NERC invoice and reasonably believes that it will not be able to collect the full amount of the
NERC invoice from load-serving entities, QSESs, or other agreed entities after exercise of
commercially reasonable efforts and confirming the amount that has been transmitted to NERC.

In the event ERCOT is unable to transfer to NERC the full invoiced amount, ERCOT shall also
send to NERC and Texas RE a listing of any load-serving entity, QSE or other agreed entity that
has not fully paid its load ratio share and an itemization of the collections that ERCOT received, by
entity and amount. ERCOT will maintain a detailed list of the entities from which payments were
collected and the amount collected from each entity.

ERCOT and Texas RE agree that they shall not in any way use their position as billing or
collection agent for NERC to attempt to influence NERC's policies or decisions on matters relating
to adoption of reliability standards (including regional standards and differences), administration of
the compliance monitoring and enforcement matters, determination and imposition of penalties
and sanctions, budgeting matters including review and approval of Texas RE’s budgets and
business plans, or any other NERC decisions, including by issuing invoices, engaging in collection
activities or transferring funds collected to NERC in an untimely manner or other than in
accordance with this agreement. ERCOT'’s confirmation of its agreements as set forth in this
Paragraph 3 is attached hereto as Attachment 1.

NERC shall pursue any non-payments and shall request assistance from applicable governmental
authorities as necessary to secure collection.

(b) Upon approval of the annual funding requirements by applicable governmental authorities,
NERC shall fund Texas RE’s costs identified in Section 1 of this Exhibit E in four equal quarterly
payments, within ten (10) business days after receiving the remittance from ERCOT.

4. Application of Penalties

All penalty monies received by Texas RE, other than penalty monies it receives from its affiliated
operational entity, ERCOT, shall be applied as a general offset to the entity’s budget
requirements for U.S.-related activities under this Agreement for the subsequent fiscal year.
Funds from financial penalties shall not be directly applied to any program maintained by the
investigating entity. Any penalty monies received by Texas RE from its affiliated operational
entity, ERCOT, shall be transmitted to or retained by NERC and shall be used by NERC as a
general offset to NERC'’s budget for its activities as the ERO under the Act for the following year.

5. Description of Non-Statutory Activities

In addition to its delegated activities and activities that are in furtherance of NERC's
responsibilities as the ERO under the Act, as specified in Section 1 of this Exhibit E (such
functions and activities referred to in this Section 5 as “statutory activities”), Texas RE shall also
perform the following other functions and activities (referred to in this Section 5 as “non-statutory
activities”):

¢ Investigation of market participants’ compliance with the ERCOT Protocols and Operating
Guides which contain the Regional criteria for planning and operating reliable
interconnected bulk electrical systems in the ERCOT region, and assistance or
cooperation in enforcement of violations (“ERCOT Compliance Activities”), so long as the
ERCOT Compliance Activities do not conflict with the statutory activities, including: (i)
maintaining a record of all material occurrences of non-compliance with ERCOT
procedures and tracking recurrence of such material occurrences of non-compliance; (ii)
promptly providing information to and responding to questions from market participants to
allow the market participant to understand and respond to alleged material occurrences of
non-compliance with ERCOT procedures; (iii) maintaining a record of the resolutions of
such material occurrences of non-compliance and of corrective actions taken by the

EXHIBIT E — FUNDING PAGE 2 oF 4
TEXAS REGIONAL ENTITY REGIONAL DELEGATION AGREEMENT AMENDED AND RESTATED FOR JULY 21, 2008 COMPLIANCE FILING



market participants in each instance; and (iv) informing the Public Utility Commission of
Texas Staff immediately if the material occurrence of non-compliance is not resolved.

o Development of policies, processes, standards, and procedures to implement the ERCOT
Compliance Activities.

ERCOT, of which Texas RE is an independent division, operates as an independent system
operator under the jurisdiction of the Public Utility Commission of Texas.

Texas RE shall employ the following methods and procedures to (i) keep its funding mechanisms
for its statutory activities separate from its funding mechanisms for its non-statutory activities, and
(i) record the costs and expense it incurs in the performance of its non-statutory functions
separately from the costs and expense it incurs in the performance of its statutory functions:

A. Texas RE segregates the funding for its statutory activities and non-statutory activities
by recording the funding transactions in separate and distinct general ledger accounts,
in accordance with Generally Accepted Accounting Principles.

B. Texas RE utilizes and must maintain a time recording and expense management
system under which employee time and expenses incurred in the conduct of non-
statutory activities will be tracked to ensure that they are not funded by NERC
remittances intended for the funding of statutory activities.

C. Texas RE has adopted a detailed system of Account Codes, Department Codes and
Activity Codes which are used in recording expenses. The Activity Codes are specific
to statutory activities and non-statutory activities. The Texas RE Activity Codes are
modeled on the NERC Functional Categories. Texas RE shall use Department Codes
that are unique to Texas RE to record all costs and expenses incurred by Texas RE
for statutory activities and non-statutory activities.

D. Texas RE shall use Activity Codes to appropriately track its costs for statutory activities
separately from its costs for non-statutory activities.

E. Where employee time or an expense affects multiple activities, Texas RE will use an
accurate basis of allocation of the time or expense between the activities being
performed based on specific metrics, such as time tracking, data observations or total
cost input. Total cost input relates the portion of the expense to the total expense to
establish an appropriate method to allocate.

Texas RE shall provide its budget for such non-statutory activities to NERC at the same time that
Texas RE submits its annual budget request to NERC pursuant to Section 1. Texas RE’s budget for
non-statutory activities that is provided to NERC shall contain a detailed list of Texas RE 's non-
statutory activities Texas RE agrees that no costs of non-statutory activities are to be included in the
calculation of Texas RE dues, fees, and other charges for its statutory activities pursuant to this
Agreement.
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Attachment 1 to Exhibit E

Confirmation of Electric Reliability Council of Texas, Inc. (ERCOT)

ERCOT has agreed to act as the billing agent on behalf of NERC to bill and collect assessments for
the costs of activities under Section 215(c) of the Federal Power Act from load-serving entities,
Qualified Scheduling Entities (QSESs), or such other entities as agreed by North American Electric
Reliability Corporation (NERC), Texas Regional Entity (Texas RE), and ERCOT. ERCOT agrees that
ERCOT shall: (i) issue all invoices to load-serving entities, QSES, or other agreed entities in a prompt
and timely manner after receipt from NERC of the information needed to issue the invoice; (ii)
exercise commercially reasonable efforts to collect invoices that are not paid as of the due date(s);
and (iii) transfer all funds collected to NERC on a quarterly basis, in a timely manner.

On a quarterly basis, NERC will send ERCOT an invoice covering the NERC and Texas RE budgets
approved for collection for the ERCOT region. Within ten (10) business days after receiving this
invoice, ERCOT will electronically transfer to NERC, in immediately available funds, the amount
reflected in the NERC invoice, unless ERCOT has been unable to collect and does not reasonably
believe it will be able to collect this amount from load-serving entities, QSEs, or other agreed entities
after exercise of commercially reasonable efforts. On the same day as ERCOT makes its electronic
transfer of funds to NERC, ERCOT will send an e-mail to the Chief Financial Officer of NERC, copying
the Texas RE Chief Compliance Officer and the Texas RE financial analyst, either (i) confirming that
the full invoiced amount has been electronically transmitted to NERC; or, (ii) stating that ERCOT is
unable to collect the full amount of the NERC invoice and reasonably believes that it will not be able
to collect the full amount of the NERC invoice from load-serving entities, QSEs, or other agreed
entities after exercising commercially reasonable efforts and confirming the amount that has been
transmitted to NERC. In the event ERCOT is unable to transfer to NERC the full invoice amount,
ERCOT shall also send to NERC and Texas RE a listing of any load-serving entity, QSE, or other
agreed entity that has not paid its load ratio share and an itemization of the collections that ERCOT
received by entity and amount. ERCOT shall maintain a detailed list of the entities from which
payments are collected and the amount collected from each entity.

ERCOT agrees that it shall not in any way use its position as billing or collection agent for NERC to
attempt to influence NERC'’s policies or decisions on matters relating to adoption of reliability
standards (including regional standards and differences), administration of the compliance monitoring
and enforcement matters, determination and imposition of penalties and sanctions, budgeting matters
including review and approval of Texas RE’s budgets and business plans, or any other NERC
decisions, including by issuing invoices, engaging in collection activities or transferring funds collected
to NERC in an untimely manner or other than in accordance with this agreement.

Electric Reliability Council of Texas, Inc.
By:

Name:
Title:
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