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Board Approved Policies — Log of Changes — September 2012

RECORDS AVAILABILITY POLICY

Section

Original

Change

Justification

Title

Information Availability Policy

Records Availability Policy

For consistency with the scope of the
policy — the policy applies to ISO
records, not all ISO information

General Change

Title change for Records Coordinator

Records Request Coordinator

“Records Coordinator” may be confused
with our Records Manager

General Change

Reformat into new policy template

Various grammatical edits for improved
flow and consistency with ISO Writing
and Style Guide

General Change

Not included in original policy

Addition of sections:

2.0 Scope

4.0 Roles & Responsibilities
9.0 Communications

10.0 Compliance

11.0 Resources

12.0 Contacts

13.0 Approval

Added for consistency with new
template

3.0 Definitions

Definition for the term “writing”

Removed from policy

Covered by our definition of a record

6.3 Third Party
Records in the
ISO'’s custody

In event of a reasonable doubt as to
whether the 1SO should make a third
party’s records available to the public,
the 1ISO will refer the request directly to

the third party for appropriate resolution.

The I1SO will not take further action
unless and until the third party
authorizes the I1SO in writing to release
the records.

If the scope of a records request
includes a third party’s records, the 1ISO
will refer the request directly to the third
party for appropriate resolution.

Clarified and strengthened language to
be definitive.

6.5 Inspection

Added term, “or by mutual agreement”
to timing for copies to be delivered

Added a process common to civil
litigation to provide a reasonable time to
produce records.
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Section

Original

Change

Justification

7.1 Copies

For more than thirty (30) pages, the
photocopying fee is twenty (20) cents
per page for all pages, including the first
(30). Computer printout pages are 10
cents per page.

There will be no fee for processing a
request for fewer than thirty (30) pages
of documents. For thirty (30) or more
pages, the direct cost of scanning,
photocopying or printing will be charged
to the requestor. Fees will be calculated
based on the cumulative page count, to
include records requested in follow up
requests by the same requestor. The
ISO may require advance payment
before the request is processed.
Postage also will be charged if it
exceeds a nominal amount. The ISO
will deliver copies in electronic format by
email at no additional charge. In the
event of a conflict between this section
and any applicable legal or regulatory
requirement, the latter shall apply.

Consistent with state law, the ISO may
charge direct costs for scanning,
photocopying or printing, and may
charge for postage that is more than a
nominal amount.

7.2 Search Time

Staff time will not be charged for
searching and duplicating existing
identifiable documents

The intent of this policy is to assist the
public in locating existing identifiable
publicly available records created by the
ISO in its normal course of business.
Staff time will not be charged for this
service.

This policy is not intended to cover
requests for analysis or summary of ISO
records not already publicly provided in
board presentations or otherwise posted
to the ISO website.

Revised language to clarify what staff
time is considered appropriate to satisfy
this policy and what is not covered (i.e.
additional analysis of summary of
records)
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OPEN MEETING POLICY

Section

Original

Change

Justification

General Change

Reformat into new policy template

Various grammatical edits for improved
flow and consistency with ISO Writing
and Style Guide

General Change

Not included in original policy

Addition of sections:

1.0 Introduction

3.0 Roles & Responsibilities
14.0 Communications

15.0 Compliance

16.0 Resources

17.0 Contacts

18.0 Approval

Added for consistency with new
template

2.0 Scope

Applicability of Policy

Addition of out-of-scope items:
e Conference or similar gathering
open to the public
e Social or ceremonial occasion
e Observers at standing, advisory
or ad hoc committees of the

Taken from section 11122.5 (c) (2) of
Bagley-Keene act; paraphrased a bit to
conform to ISO status of non-state
agency.

record will be maintained for at least
thirty days following the date of the
meeting, and may be viewed by
members of the public at a location and

at a time to be designated by the ISO.

record will be made available on the 1ISO
website for at least thirty days following
the date of the meeting.

board
4.0 Meetings & | Notincluded in original Added for consistency with ISO bylaws
Quorum
7.0 Recording of | If the ISO chooses to create a taped or If the ISO chooses to create a taped or Removed reference to viewing at a
Meetings filmed record of any open meeting, that | filmed record of any open meeting, that | public location at a time designated by

the 1SO since the materials are available
on the internet.
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Section Original Change Justification
8.0 Availability At least three copies of such materials At least one copy of such materials will Changed reference to public copies
of Meeting will be available for inspection at the be available for inspection at the from three to one to save resources that
Materials meeting meeting

have historically been unused.

10.1 Litigation

For purposes of this provision,
“litigation” includes any adjudicatory
proceeding, including eminent domain,
before a court, administrative body
exercising its adjudicatory authority,
hearing officer, or arbitrator.

Removed reference to “eminent domain”

"Eminent domain" is directly from the
Bagley-Keene Act, but is not relevant to
the ISO business.

10.4 Executive
Session
Participants

When meeting in executive session,
only the Board, up to two advisors for
each member of the Board, and certain
officers and employees of the ISO (as
designated by the Board) may be
present...

Removed from policy

No longer applicable with current board
structure.
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BOARD SELECTION POLICY

Section

Original

Change

Justification

General Change

Reformat into new policy template

Various grammatical edits for improved
flow and consistency with ISO Writing and
Style Guide

General Change

Not included in original policy

Addition of sections:

1.0 Introduction

2.0 Scope

3.0 Roles & Responsibilities
5.0 Communications

6.0 Compliance

7.0 Resources

8.0 Contacts

9.0 Approval

Added for consistency with new template

4.3 Board
Appointees

Gubernatorial appointees will begin
serving upon the expiration of the terms
of the members whom they are
replacing, or, if any position is vacant,
immediately upon appointment.

Gubernatorial appointees will begin
serving upon the term expiration of the
seat coming open, or, if any position is
vacant, immediately upon appointment
and only after executing the oath of
office.

Clarification of language and change to
reflect practice of requiring oath of office
before appointee can begin serving
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CORPORATE GOVERNANCE PRINCIPLES

Section

Original

Change

Justification

General Change

Reformat into new policy template

Various grammatical edits for improved
flow and consistency with ISO Writing and
Style Guide

General Change

Not included in original policy

Addition of sections:

2.0 Scope

3.2 Accountability and Ownership
8.0 Communications

9.0 Compliance

10.0 Resources

11.0 Contacts

12.0 Approval

Added for consistency with new template

1.0 Introduction

The Board recognizes that good
corporate governance is an ongoing
process and will review these
principles and other aspects of the
ISO’s governance from time to time.

The Board recognizes that good
corporate governance is an ongoing
process, and in partnership with
management, will ensure that these
principles reflect best practices.

Change to reflect actual reliance on
management to help conform governance
to best practices.

3.1.5 Assessing
Compliance with
Policies,
Standards and
Regulatory
Requirements

Setting and Monitoring Compliance
with Policies and Procedures

Revised to “Assessing Compliance
with Policies, Standards and
Regulatory Requirements”

The Board has not typically had a role in
setting procedure and does not have a role
in ongoing monitoring of compliance, rather
they “assess” our compliance in these
areas

3.1.6 Selection
and Review of
Management

The President and Chief Executive
Officer will prepare an annual report to
the Board regarding succession
planning for key executive
management employees.

The President and Chief Executive
Officer shall engage with the Board
annually regarding succession
planning for key executive
management employees.

Change to reflect best practice.
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effectiveness in fulfilling Board and
Board committee responsibilities, and
identifying and addressing
requirements with respect to skill,
abilities and succession.

committee in fulfilling designated
responsibilities, and identifying and
addressing requirements with respect
to skill, abilities and succession.

Section Original Change Justification
3.1.9 Annually assessing the Board’s, each Annually assessing its effectiveness, Change to reflect best practice
Governance committee’s and individual Governor’'s | as well as that of each Board

5.1 Integrity and
Accountability

Advise the Board of any actual or
perceived conflicts...

Regularly review and confirm their
compliance with the Governors’ Code
of Conduct and Ethical Principles
through a certification process.

Advise the Board and the Corporate
Secretary of any actual or perceived
conflicts...

Regularly review and confirm their
compliance with the Code of Conduct
and Ethical Principles, including
submission of all appropriate
disclosure forms.

Added Corporate Secretary to the
notification of conflicts

Removed reference to “Governors’ Code”
because we are consolidating to one Code
of Conduct

5.5 Board
Interaction

Establish an effective, independent
and respected presence and a collegial
relationship with other Governors, and
management

Establish an effective, independent
and respected presence and a collegial
relationship with other Governors,
management and ISO stakeholders.

Board interaction with stakeholders is
becoming common and should be
recognized as legitimate and important.

6.3 Agenda and
Minutes

Agendas will take into consideration
time for questions and answers.

Agendas will take into consideration
time for questions and answers and
deliberation by the Governors.

Change to reflect best practice
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COMPLIANCE AND ETHICS PROGRAM POLICY

Section Original Change

Justification

General Change

Reformat into new policy template

For consistency, changed all references
to principles, policies, standards,
procedures or any combination of to
“policies and standards”

Various grammatical edits for improved
flow and consistency with ISO Writing
and Style Guide

General Change | Not included in original policy Addition of sections:

1.0 Introduction

2.0 Scope

3.0 Roles and Responsibilities
8.0 Communications and Training
9.0 Compliance

10.0 Resources

11.0 Contacts

12.0 Approval

Added for consistency with new
template

adopted a Governors’ Code of Conduct | Code of Conduct
for members of the Board, which will be
reviewed and revised periodically.

4.2 Policies and | The Code has been approved by the The Code has been approved by the
Standards Board of Governors and any changes to | Board of Governors and any substantive
the code must be approved by the changes to the code must be approved
Board by the Board
The Board of Governors also has Removed reference to the Governors

Added “substantive” changes to this so
the Board would not be required to
approve minor edits — such as spelling
or grammar corrections.

Effort underway to combine the code,
removing reference to separate
“Governors’ Code” since the one code
would apply to both Governors and
Employees
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periodically to participate in training
programs or receive publications that
explain in a practical manner what is
required with respect to compliance. In
addition, executive management will
periodically provide the Board with
Compliance and Ethics Program related
training.

practical manner what is required of
them with respect to compliance. In
addition, executive management will
periodically provide the Board with
Compliance and Ethics Program related
training.

Section Original Change Justification
4.5 Effective methods for communication All employees will periodically Removed extraneous language.
Communication | with respect to the applicable policies participate in training programs or
and Training and standards will require all employees | receive publications that explain in a

7.1 Disciplinary
Guidelines

The disciplinary guidelines for violation
of a particular policy or standard may be
established in that specific document,
and, in every instance, will describe the
types of disciplinary action that may be
imposed, as well as the procedures for
handling disciplinary issues.

The disciplinary guidelines provide that
employees may be subject to
disciplinary action, up to and including
termination for violating 1ISO policies.
The disciplinary guidelines for violation
of a particular ISO policy or standard
may be established in that specific
document and should describe the
procedures for handling disciplinary
issues and the persons within the 1ISO
responsible for taking action in such
cases.

Existing policies have not been
consistent in how they address
disciplinary guidelines. The new
template has standard language for
disciplinary guidelines which requires
managers to consult with HR and legal
and that the action is consistent with our
approved disciplinary guidelines.
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INVESTMENT POLICY

Summary of changes:

In addition to formatting the Investment Policy to the new corporate template, a number of modifications to the policy have been proposed. In
general, these proposed changes can largely be described as style changes as many areas of language have been modified to more current
terms, clearer or concise language, or conformity with best practices. None of the changes will substantially change the way the 1SO’s assets are
being invested, although, will allow for greater flexibility in the future while remaining consistent with our principal preservation priority.

A large number of resources were relied upon in crafting the proposed policy changes including general sources such as:
e California Government Code Section 53601 and 53635,

¢ ‘“Investment Policy Reporting Practices: an informational guide”, California Debt and Investment Advisory Commission,
e “Sample Investment Policy”, Government Finance Officers Association; and,
o “Elements of an Investment Policy Statement for Institutional Investors”, CFA Institute.

Additionally, a review of the specific investment policies of other ISOs and most major municipalities in California was conducted.

Section Change Justification
3.0 Scope All references to the investment of funds related to the ISO Management is preparing to propose significant changes to
Medical Retiree Plan Trust (VEBA Trust) removed from this | the investment of the assets in the VEBA Trust.
policy

The new proposed investment policy for the VEBA Trust will
be presented to the Board at future date, and therefore, the
VEBA Trust will continue to be invested under the existing
policy until such time.
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by the Securities Exchange Commission and the CFA
Institute.

The detailed list has been removed from the policy and in its
place general language that comes directly from the CFA
Institute’s, “Elements of an Investment Policy Statement
from Institutional Investors”.

Section Change Justification
9.0 External The current policy allows Management to hire external The new proposed language does not change the spirit of
Investment investment managers that meet a prescriptive list of the section, but instead, gives the CFO the authority to hire
Managers qualifications that the policy indicates are recommendations | external managers and report on their status quarterly to the

Corporate Management Committee and annually to the
Board.

11.0 Custody and
Safekeeping

The proposed changes to this section are for the same
reasons as the changes to Section 9.0 above.

The current policy requires a custodian to be used that
meets a prescriptive list of qualifications. However, that
forces policy amendments as conditions change and could
force a custodian transfer for the wrong reasons.

In today'’s credit environment, many financial institutions are
struggling to maintain their credit ratings, including the
handful of banks that can provide corporate custody
services. Management believes this is not a reason to be
forced to change custodians, especially in this case, in
which long-term credit ratings have no correlation to the risk
of our custodied assets at the bank. Assets held in custody
are not commingled with the bank’s assets and would
quickly be assumed by another custody bank if insolvency
arose.

15.0 Third Party
Portfolio Review

Remove the detailed criteria required of an acceptable firm.

This detail limits the choices of firms that can provide these
services and increases the costs to comply with no added
benefit.
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Section

Change

Justification

16.0 Exceptions

Modifications to the paragraph describing the application of
portfolio percentage limitations has been proposed to clear
up the intended direction of this provision. Consistent with
guidance from all of the policy sources described above, the
percentage limitations that the investment policy sets should
be viewed at the date of purchase of an individual security.
Those percentages will vary after purchase due to changes
in the overall size of the ISO portfolio, market value changes
of individual positions, and sales of securities.

It is not prudent or best practice to force a rebalancing of the
portfolio for these types of variations in the percentages.
The current percentages will affect the purchase of any new
securities and rebalancing may occur in a prudent way.

17.0 Authorized

Removed references to the ISO Medical Retiree Plan Trust.

securities prior to
maturity

Investments
In general, each of the sub-sections was revised to follow a
similar format. Each paragraph now includes the maximum
percentage limitations, the minimum credit ratings, and
percentage limitations per issuer.

Revised references to international agencies to
supranationals.

17.6 Commercial paper has been separated from the corporate The separation of commercial paper from corporate debt,
debt obligations section to allow for short-term investments which is more commonly defined as medium-term notes, is
in these types of obligations. consistent with all of the general investment policy resources

we reviewed.

17.7 The distinction between FDIC-insured and non-FDIC insured | The unlimited FDIC insurance was a temporary offering and
deposits has been removed scheduled to end this year.

The maximum allocation to bank obligations has been This change allows the ISO in periods of market turmoil or

increased to 100%, up from 50% for non-FDIC insured perhaps great liquidity needs to maintain all excess cash in

deposits. bank deposits. While this is not a likely scenario, the old
policy limit would have forced the 1SO to maintain at least
50% of the assets in investment products versus cash at the
bank.

20.0 Sale of The last sentence of this paragraph has been modified to be

consistent with actual procedures. All realized gains and
losses are reported to the Corporate Management
Committee and are recorded in the financial statements.

Appendix D

Removed

The VEBA trust will soon have its own investment policy

GC/Corp/M. Roberts

Page 12 of 12




