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the same bus voltage schedule parameters. Plants that do not have DCS
indications currently available are able to view EMS output continuously.

iv. E.ON U.S’s improved capability and accuracy in monitoring and alarming of
generator voltages will enable E.ON U.S to prevent future deviations from its
voltage and reactive power schedules.

SERC’s Monitoring of Registered E.ON U.S.’s Mitigation Plan Progress:

SERC Reliability Corporation Compliance Staff (“SERC Staff”) monitors the Registered Entity’s
progress towards completion of its Mitigation Plans in accordance with Section 6.0 of the
uniform Compliance Monitoring and Enforcement Program, (“CMEP”). Pursuant to the CMEP,
Registered Entities are required to establish implementation milestones no more than three (3)
months apart. SERC Staff solicits quarterly reports from all Registered Entities with open
mitigation plans to monitor the progress on completion of milestones. SERC Staff also
produces and reviews daily Mitigation Plan status reports highlighting Mitigation Plans that are
nearing the scheduled completion date. If the Registered E.ON U.S. fails to complete its
Mitigation Plan according to schedule, appropriate additional enforcement action is initiated to
assure compliance is attained.

Mitigation Plan Completion Review Process:

E.ON U.S. certified on June 30, 2009 that the subject Mitigation Plan was completed on June
24,2009. A SERC compliance staff member reviewed the evidence submitted in a manner
similar to a compliance audit. That action was followed by another compliance staff member’'s
peer review of the initial conclusion.

Evidence Reviewed:

E.ON U.S. submitted and SERC Staff reviewed the following evidence in support of its
certification that its Mitigation Plan was completed in accordance with its terms:

i. E.ON U.S validated the EMS output to DCS indications and implemented technical
solutions for monitoring, alarming, and archiving bus voltage at all plants, including
developing and implementing a process to archive all plant voltage schedule
parameters into a common database. (VARO002 Milestone 4 Evidence from EMS
and GVR.xls —[ Spreadsheet indicating EMS archived database results (Integrated
hourly results) for all locations for a few random days - vs. the Generator Voltage
Regulation (GVR) logs ])

ii. E.ON U.S identified a standard methodology to measure kV for all sites. Plants that
have DCS indications with alarms will primarily use EMS information to regulate
their units to operate inside the voltage schedule tolerance band. (Methodology for
Measuring Switching Station Bus Voltage (01-07-09).pdf - Written methodology or
measuring the switching station bus voltages (kV) for all generator sites
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iii. E.ON U.S. installed hardware at each plant location to create a serial interface
between the EMS and the plant's DCS such, that both locations read and display
the same bus voltage schedule parameters. Plants that did not have DCS
indications currently available are able to view EMS output continuously. Screen
Shots.pdf & Screen Shots - for Alarms at PR & TY.pdf) -Screen shots of control
boards for each location showing the readings and where alarm indication is made
at each site based on the voltage readings as they come from EMS-

iv. EEON U.S’s improved capability and accuracy in monitoring and alarming of
generator voltages will enable E.ON U.S to prevent future deviations from its
voltage and reactive power schedules (Various Plant signed training and review
sheets as evidence operators have been trained on the new hardware installed on
their control boards)

Conclusion:

On June 7, 2009, SERC Reliability Corporation Compliance Staff (“SERC Staff”) completed its
review of the evidence submitted by E.ON U.S. in support of its Certification of Completion of
the subject Mitigation Plan. Based on its review of the evidence submitted, SERC Staff verifies
that, in its professional judgment, all required actions in the Mitigation Plan have been
completed and E.ON U.S. is in compliance with the subject Reliability Standard Requirement.

This Statement, along with the subject Mitigation Plan, may become part of a public record upon
final disposition of the possible violation.

Respectfully submitted,

Mickey Bellard, SERC Compliance Engineer
Mike Bartlett, SERC Auditor
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DISPOSITION OF VIOLATION?
INFORMATION COMMON TO INSTANT VIOLATIONS

REGISTERED ENTITY NERC REGISTRY ID NOC#
E.ON U.S. Services Inc. NCRO01223 NOC-112
(E.ON U.S)

REGIONAL ENTITY

SERC Reliability Corporation (SERC)

l. REGISTRATION INFORMATION

ENTITY IS REGISTERED FOR THE FOLLOWING FUNCTIONS:
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X

5/31/07 |X<
5/31/07 |X
5/31/07 |X
5/31/07 |X
3/20/08 |Xx|>
5/31/07 |X
5/31/07 |X |2
5/31/07
5/31/07 |X|&
5/31/07 [X|3
5/31/07 [X|2
5/31/07 |X|3
5/31/07 ||

DESCRIPTION OF THE REGISTERED ENTITY

E.ON U.S. is a diversified energy services company headquartered in
Louisville, Kentucky. E.ON U.S. owns and acts as agent for Louisville Gas
and Electric Company (LG&E), a regulated utility that serves approximately
318,000 natural gas and approximately 391,000 electric customers in
Louisville and 16 surrounding counties, and Kentucky Utilities Company
(KU), a regulated electric utility in Lexington, Kentucky, that serves
approximately 542,000 customers in 77 Kentucky counties and five counties
in Virginia. E.ON U.S. is a subsidiary of E.ON U.S. LLC and performs
service company functions for the subsidiaries of E.ON U.S. LLC.

IS THERE A SETTLEMENT AGREEMENT YES X NO []
WITH RESPECT TO THE VIOLATION(S), REGISTERED ENTITY
NEITHER ADMITS NOR DENIES IT (SETTLEMENT ONLY) YES [X

ADMITS TO IT YES []
DOES NOT CONTEST IT (INCLUDING WITHIN 30 DAYS) YES [ ]

' For purposes of this document and attachments hereto, each violation at issue is described as a
“violation,” regardless of its procedural posture and whether it was a possible, alleged or confirmed
violation.
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WITH RESPECT TO THE PROPOSED PENALTY OR SANCTION, REGISTERED
ENTITY

ACCEPTS IT/ DOES NOT CONTEST IT YES [X

I11.  PENALTY INFORMATION

TOTAL PROPOSED PENALTY OR SANCTION OF $115,000 FOR FOUR
VIOLATIONS.
(1) REGISTERED ENTITY’S COMPLIANCE HISTORY
PRIOR VIOLATIONS OF ANY OF THE INSTANT RELIABILITY
STANDARD(S) OR REQUIREMENT(S) THEREUNDER
YES [] NO

LIST ANY CONFIRMED OR SETTLED VIOLATIONS AND STATUS

ADDITIONAL COMMENTS

PRIOR VIOLATIONS OF OTHER RELIABILITY STANDARD(S) OR
REQUIREMENTS THEREUNDER

YES X NO []
LIST ANY PRIOR CONFIRMED OR SETTLED VIOLATIONS AND
STATUS

NOC-091 (NP09-2-000) was filed on December 12, 2008. FERC issued
an order on January 9, 2009 indicating that the Commission will not
further review, on its own motion, the subject Notice of Penalty which
covered violations of the following Standards:

EOP-008-0 R1, Filed
FAC-001-0 R1, Filed
FAC-001-0 R2, Filed
FAC-001-0 R3, Filed

ADDITIONAL COMMENTS
(2) THE DEGREE AND QUALITY OF COOPERATION BY THE REGISTERED

ENTITY (IF THE RESPONSE TO FULL COOPERATION IS “NO,” THE
ABBREVIATED NOP FORM MAY NOT BE USED.)
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FULL COOPERATION YES [X NO []
IF NO, EXPLAIN

(3) THE PRESENCE AND QUALITY OF THE REGISTERED ENTITY’S
COMPLIANCE PROGRAM

IS THERE A DOCUMENTED COMPLIANCE PROGRAM

YES X NO []

EXPLAIN

E.ON U.S. maintains an internal compliance program (ICP) that
covers all Reliability Standards applicable to E.ON U.S. The program
includes a Steering Committee staffed by a group including officers,
senior managers, and managers who have roles in the Companies’
compliance with the reliability standards. Departments included are
the Transmission Department, the Generation Services Department,
the Energy Marketing Department, the Market Valuation and
Analysis Department, the Information Technology Department, the
Compliance Department, the Federal Rates and Regulation
Department, and the Audit Services Department. The Steering
Committee sets the overall strategy and policy for the Companies’
reliability standards compliance activities. The Steering Committee
then organized working teams based on NERC functional roles and
divided compliance work activities among those working teams as
appropriate. The Compliance Department, through the Director,
Compliance and Ethics, serves as the Chair of the Steering
Committee. The Companies’ new compliance program does take a
slightly different approach. A Steering Committee is still maintained,
but with a slightly different membership that includes more officer
members and key senior managers. The Director, Compliance and
Ethics, will continue to serve as the chair of the Steering Committee.

DOES SENIOR MANAGEMENT TAKE ACTIONS THAT SUPPORT
THE COMPLIANCE PROGRAM, SUCH AS TRAINING,
COMPLIANCE AS A FACTOR IN EMPLOYEE EVALUATIONS, OR
OTHERWISE

YES X NO []

EXPLAIN

E.ON U.S.’s ICP has the support and participation of senior
management. In addition to the existing program's membership,
which includes officers. The Director, Compliance and Ethics reports
on a regular basis to an executive officer regarding the status of, and
developments in, the E.ON U.S. reliability standards program. In a
number of settings, E.ON U.S. executive officers have stressed the
importance of compliance with the reliability standards to key
employees. Under the new program that is expected to be
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implemented soon, the Companies will enhance their executive
participation in a few ways. First, more officers will be members of
the Steering Committee. Second, the Director, Compliance and Ethics
will make regular written reports to the CEO regarding activities in
the compliance program.

EXPLAIN SENIOR MANAGEMENT’S ROLE AND INVOLVEMENT
WITH RESPECT TO THE REGISTERED ENTITY’S COMPLIANCE
PROGRAM

See above.

(4) ANY ATTEMPT BY THE REGISTERED ENTITY TO CONCEAL THE
VIOLATION(S) OR INFORMATION NEEDED TO REVIEW, EVALUATE OR
INVESTIGATE THE VIOLATION.

YES [] NoO [X
IF YES, EXPLAIN

(5) ANY EVIDENCE THE VIOLATION(S) WERE INTENTIONAL (IF THE
RESPONSE IS “YES,” THE ABBREVIATED NOP FORM MAY NOT BE USED.)

YES [] NO [
IF YES, EXPLAIN

(6) ANY OTHER MITIGATING FACTORS FOR CONSIDERATION

YES [] NO [X
IF YES, EXPLAIN

(7) ANY OTHER AGGRAVATING FACTORS FOR CONSIDERATION (IF THE
RESPONSE IS “YES,” THE ABBREVIATED NOP FORM MAY NOT BE USED.)

YES [] NO [X
IF YES, EXPLAIN

(8) ANY OTHER EXTENUATING CIRCUMSTANCES
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YES [] NoO [X
IF YES, EXPLAIN

(9) ADDITIONAL SUPPORT FOR PROPOSED PENALTY OR SANCTION

OTHER RELEVANT INFORMATION:

NOTICE OF ALLEGED VIOLATION AND PROPOSED PENALTY OR
SANCTION ISSUED
DATE: OR N/A [X]

SETTLEMENT DISCUSSIONS COMMENCED
DATE: 9/17/2008° OR N/A [ ]

NOTICE OF CONFIRMED VIOLATION ISSUED
DATE: OR N/A [X]

SUPPLEMENTAL RECORD INFORMATION
DATE(S) OR N/A [X

REGISTERED ENTITY RESPONSE CONTESTED
FINDINGS [ | PENALTY [ ] BOTH [ ] NOCONTEST [X

HEARING REQUESTED
YES [ ] NO [X
DATE

OUTCOME

APPEAL REQUESTED

’E.ON U.S. formally requested settlement discussions for the resolution of the VAR-002-1 R2 violation on
April 8, 2009.
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DISPOSITION OF VIOLATION

NERC TRACKING REGIONAL ENTITY TRACKING
NO. NO.
SERC200800132 08-046

l. VIOLATION INFORMATION

RELIABILITY | REQUIREMENT(S) | SUB- VRE(S) VSL(S)
STANDARD REQUIREMENT(S)
FAC-008-1 1 Medium® | Severe

VIOLATION APPLIES TO THE FOLLOWING FUNCTIONS:

BA | DP | GO | GOP |IA |LSE | PA|PSE | RC|RP | RSG | TO | TOP | TP | TSP

X

PURPOSE OF THE RELIABILITY STANDARD AND TEXT OF RELIABILITY
STANDARD AND REQUIREMENT(S)/SUB-REQUIREMENT(S)

Purpose: To ensurethat Facility Ratings used in the reliable planning and operation
of the bulk power system (BPS) are deter mined based on an established
methodology or methodologies.

FAC-008-1 R1 requires:

The Transmission Owner and Generator Owner shall each document its
current methodology used for developing Facility Ratings (Facility Ratings
Methodology) of its solely and jointly owned Facilities. The methodology
shall include all of the following:

R1.1. A statement that a Facility Rating shall equal the most limiting
applicable Equipment Rating of theindividual equipment that
comprisesthat Facility.

R1.2. The method by which the Rating (of major BPS equipment that
comprises a Facility) is deter mined.

R1.2.1. The scope of equipment addressed shall include, but
not be limited to, generators, transmission conductors,

' When NERC filed VRFs for FAC-008-1, NERC originally assigned a “Lower” VRF to FAC-008-1 R1.1.
In the Commission’s November 16, 2007 Order on Violation Risk Factors, the Commission directed
modifications. On December 19, 2007, NERC filed the modified “Medium” VRF for FAC-008-1 R1.1 for
approval. On February 6, 2008, the Commission issued an Order approving the modified VRF. Therefore,
the “Lower” VRF was in effect from June 18, 2007 until February 6, 2008 and the “Medium” VRF has
been in effect since February 6, 2008.
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transformers, relay protective devices, terminal equipment,
and series and shunt compensation devices.

R1.2.2. The scope of Ratings addressed shall include, asa
minimum, both Normal and Emer gency Ratings.

R1.3. Consideration of the following:
R1.3.1. Ratings provided by equipment manufacturers.

R1.3.2. Design criteria (e.g., including applicablereferencesto
industry Rating practices such as manufacturer’swarranty,
|EEE, ANSI or other standards).

R1.3.3. Ambient conditions.
R1.3.4. Operating limitations.
R1.3.5. Other assumptions.

VIOLATION DESCRIPTION

On June 3, 2008, E.ON U.S. self-reported a violation FAC-008-1, R1 for its
failureto consider theratings of its associated equipment in deter mining its
Facility Ratings Methodology. SERC reviewed the self-report and E.ON
U.S’sexisting Facility Ratings M ethodology and determined that (1) the
existing methodology did not consider any associated equipment asrequired
by the subject Standard; (2) did not contain the statement that a Facility
Rating shall equal the most limiting applicable Equipment Rating of the
individual equipment that comprisesthat Facility, asrequired in
Requirement (R) 1.1; (3) the scope of equipment addressed in the methods
referenced did not include the following elements set forth in R1.2.1:
transmission conductors, transformers, relay protective devices, ter minal
equipment, or seriesand shunt compensation devices;, and (4) E.ON U.S.’s
Facility Ratings M ethodology used an assumption that the generator wasthe
most limiting equipment and did not analyze theratingsincor porating the
full range of considerations as set forth in requirement 1.3.

RELIABILITY IMPACT STATEMENT- POTENTIAL AND ACTUAL

SERC Staff concluded that therewas no serious or substantial risk to the
reliability of the Bulk Power System because E.ON U.S. had an existing
Facility Ratings M ethodology using the capacity of its generatorsasthe
limiting element, even though it did not meet the requirements of the
Reliability Standard.
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[1. DISCOVERY INFORMATION

METHOD OF DISCOVERY
SELF-REPORT
SELF-CERTIFICATION
COMPLIANCE AUDIT
COMPLIANCE VIOLATION INVESTIGATION
SPOT CHECK
COMPLAINT
PERIODIC DATA SUBMITTAL
EXCEPTION REPORTING

N

DURATION DATE(S)
6/18/2007 (the date the Standar d became mandatory) through 12/11/08
(Mitigation Plan completion).

DATE DISCOVERED BY OR REPORTED TO REGIONAL ENTITY 6/3/2008
IS THE VIOLATION STILL OCCURRING

YES [] NO [X
IF YES, EXPLAIN

REMEDIAL ACTION DIRECTIVE ISSUED YES [] NO [X
PRE TO POST JUNE 18, 2007 VIOLATION YES [] NO [X

V. MITIGATION INFORMATION

MITIGATION PLAN NO. MIT-07-0961

DATE SUBMITTED TO REGIONAL ENTITY  7/29/2008°
DATE ACCEPTED BY REGIONAL ENTITY 8/21/2008
DATE APPROVED BY NERC 9/23/2008

DATE PROVIDED TO FERC 9/23/2008

IDENTIFY AND EXPLAIN VERSIONS THAT WERE REJECTED, IF
APPLICABLE

MITIGATION PLAN COMPLETED YES [X NO []
EXPECTED COMPLETION DATE 12/31/2008

EXTENSIONS GRANTED N/A
ACTUAL COMPLETION DATE  12/11/2008

? Mitigation Plan MIT-07-0961 was originally submitted on June 3, 2008 but was revised to include
appropriate milestone information and other nonsubstantive revisions and resubmitted on June 29, 2008.
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DATE OF CERTIFICATION LETTER 12/30/2008°
CERTIFIED COMPLETE BY REGISTERED ENTITY AS OF 12/11/2008

DATE OF VERIFICATION LETTER 1/2/2009
VERIFIED COMPLETE BY REGIONAL ENTITY AS OF 12/11/2008

ACTIONS TAKEN TO MITIGATE THE ISSUE AND PREVENT
RECURRENCE

E.ON U.S. (1) revised itsdocumented Facility Ratings M ethodology used for
developing Facility Ratings; (2) developed Facility Ratings by obtaining
design, operating data and criteria for the scope of the equipment including
but not limited to, generators, transmission conductors, transformers, relay
protective devices, ter minal equipment, and series and shunt compensation
devicesasrequired by FAC-008-1; (3) developed a methodology for
calculating Facility Ratings; (4) performed an analysis and developed a
Facility Ratings M ethodology; (5) documented analytical methodlogy and
resultsthat were provided asinformation to show compliance; (6) developed
aprocessfor reporting and notifying the applicable entities of changes or
replacements of equipment which could result in the change of Facility
Ratings; and (7) integrated its Facility Ratings M ethodology procedureinto
its compliance program.

LIST OF EVIDENCE REVIEWED BY REGIONAL ENTITY TO EVALUATE
COMPLETION OF MITIGATION PLAN OR MILESTONES (FOR CASES IN
WHICH MITIGATION IS NOT YET COMPLETED)

1. TheFacility Rating M ethodology, titled FAC-008-1 Procedures (10-23-
08).pdf

2. ThePlant Equipment Change Management procedure, titled Plant
Equipment Change Management Procedure v 11-19-08.pdf

V. PENALTY INFORMATION

(1) DOCUMENTATION [ ] PERFORMANCE [X] BOTH[]

EXPLAIN (FOR DOCUMENTATION-TYPE VIOLATIONS, INCLUDE A
DESCRIPTION OF HOW THE REGIONAL ENTITY VERIFIED THAT THE
REGISTERED ENTITY HAD PERFORMED IN ACCORDANCE WITH THE
RELIABILITY STANDARD(S)/REQUIREMENT(S))

3 E.ON U.S.’s Certification of Completion was signed on December 11, 2008.
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EXHIBITS:

SOURCE DOCUMENT
E.ON U.S.'s Self-Report dated June 3, 2008

MITIGATION PLAN
E.ON U.S’sMitigation Plan dated July 29, 2008

CERTIFICATION BY REGISTERED ENTITY
E.ON U.S.'sCertification of Completion dated December 30, 2008

VERIFICATION BY REGIONAL ENTITY
SERC’s Verification of Completion dated January 2, 2009
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DISPOSITION OF VIOLATION

NERC TRACKING REGIONAL ENTITY TRACKING
NO. NO.

SERC200800134 08-048

SERC200800135 08-049

[. VIOLATIONINFORMATION

RELIABILITY | REQUIREMENT(S) | SUB- VRE(S) VSL(S)
STANDARD REQUIREMENT(S)

PRC-005-1 1 High* High
PRC-005-1 2 High? M oder ate

VIOLATION APPLIES TO THE FOLLOWING FUNCTIONS:

BA | DP | GO | GOP |IA |LSE | PA|PSE|RC|RP|RSG|TO | TOP | TP | TSP

X X

PURPOSE OF THE RELIABILITY STANDARD AND TEXT OF RELIABILITY
STANDARD AND REQUIREMENT(S)/SUB-REQUIREMENT(S)

Purpose: To ensureall transmission and generation Protection Systems
affecting thereliability of the Bulk Electric System (BES) are maintained and
tested.

PRC-005-1 R1 requires:

Each Transmission Owner and any Distribution Provider that ownsa
transmission Protection System and each Generator Owner that owns
a generation Protection System shall have a Protection System
maintenance and testing program for Protection Systemsthat affect
thereliability of the BES. The program shall include:

R1.1. Maintenance and testing intervals and their basis.

' When NERC filed Violation Risk Factors (VRFs) for PRC-005-1, NERC originally assigned a “Medium”
VREF to PRC-005-1 Requirement R1. In the Commission’s May 18, 2007 Order on Violation Risk Factors,
the Commission approved the VRF as filed but directed modifications. On June 1, 2007, NERC filed the
modified “High” VRF for PRC-005 Requirement R1 for approval. On August 9, 2007, the Commission
issued an Order approving the modified VRF. Therefore, the “Medium” VRF was in effect from June 18,
2007 until August 9, 2007 and the “High” VRF has been in effect since August 9, 2007

> PRC-005-1 R2 has a “Lower” VRF; R2.1 and R2.2 each have a “High” VRF. During a final review of
the standards, subsequent to the March 23, 2007 filing of the Version 1 VRFs, NERC identified that some
standards requirements were missing VRFs, including PRC-005-1 R2.1. On May 4, 2007, NERC assigned
PRC-005 R2.1 a “High” VRF. In the Commission’s June 26, 2007 Order on Violation Risk Factors, the
Commission approved the PRC-005-1 R2.1 “High” VREF as filed. Therefore, the “High” VRF was in effect
from June 26, 2007.
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R1.2. Summary of maintenance and testing procedures.
PRC-005-1 R2 requires:

Each Transmission Owner and any Distribution Provider that ownsa
transmission Protection System and each Generator Owner that owns
a generation Protection System shall provide documentation of its
Protection System maintenance and testing program and the
implementation of that program to its[Regional Entity] on request
(within 30 calendar days). Thedocumentation of the program
implementation shall include:

R2.1. Evidence Protection System devices were maintained and
tested within the defined intervals.

R2.2. Date each Protection System device was last
tested/maintained.

VIOLATION DESCRIPTION

On June 3, 2008, E.ON U.S. submitted separate self-reports, one each for its
Generator Owner and Transmission Owner functions, for violations of PRC-005-1
R1 and R2.

Regarding PRC-005-1 R1, E.ON U.S’s generation Protection System maintenance
and testing program (1) did not requirethe performance of periodic tests and did
not include documentation of theintervals and summary of testing procedure; (2)
did not include battery maintenance and testing intervals;® (3) lacked
documentation of the basisfor the intervals of functional checkson the DC control
circuitry; (4) did not includetheintervals and basisfor the testing and maintenance
of E.ON U.S.’sgenerator protection relaysfor its coal-fired plants and non-coal
fired combustion turbines; and (5) did not have documentation of theintervalsand
their basisfor testing and maintenance of its voltage and current sensing devices,
nor asummary of itstesting proceduresfor these devices.

Also regarding PRC-005-1 R1, E.ON U.S.’stransmission Protection System
maintenance and testing program (1) did not include proceduresrequiring ongoing
maintenance and testing of its associated communications systems, voltage and
current sensing devices, and DC control circuitry; (2) did not establish periodic
testing of its associated communications systems, voltage and current sensing
devices, and DC control circuitry asit did not requiretesting of these devices
beyond installation; (3) did not specify testing intervalsor their basis; and (4) did
not include a summary of testing proceduresasrequired by the standard.

? As a Generator Owner, E.ON U.S. does not use applicable associated communication systems in
conjunction with the Generator Owner’s generation protective relay systems. While not stated in its
maintenance and testing program, E.ON U.S. attested that the maintenance and testing of any associated
communications system was addressed under its registration as a Transmission Owner.
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With regard to PRC-005-1 R2, the documentation® associated with E.ON U.S.’s
generation Protection System maintenance and testing program showed that (1)
only 241 of its 701 voltage and current sensing devices were maintained and tested;
(2) instrument transformers wer e tested on an as needed bases as opposed to being
tested in periodic documented intervals; (3) maintenance and testing performed on
79 D.C. circuitry generation operation sets was not documented as an existing subset
of components; (4) the functional tests were performed on the DC circuitry setsas
part of the protective relaying maintenance program but E.ON U.S. did not
document these as an existing subset of components; (5) 399 of 427 protectiverelays
wer e tested; (6) some of the dates associated with maintenance and testing
conducted on the generator protection relays of the coal-fired plants and non-coal
fired combustion turbines were not documented; and (7) 660 of 777 battery sets
weretested aspart of the program.

The documentation associated with E.ON U.S.’stransmission Protection System
maintenance and testing program, indicated that (1) maintenance and testing was
being performed on many of E.ON U.S.’s Protection System components but had
not been properly documented to show compliance with the subject Standard; (2)
1,446 of 3,366 voltage and current sensing devices, 490 of 4,840 D.C circuitry sets
and 116 of 317 associated communications devices had been maintained and tested
asrequired; and (3) 100% of E.ON U.S.’sbatteries and protectiverelayswere
maintained and tested in accordance with the subject Standard.

RELIABILITY IMPACT STATEMENT- POTENTIAL AND ACTUAL

SERC Staff determined that the violationsdid not create a serious or substantial
risk tothereliability of the bulk power system (BPS), but concluded that therewasa
moder aterisk dueto theincomplete maintenance and testing program and the
number of total applicable devicesthat did not have documented testing, as
discussed above. It should be noted, however, that E.ON U.S. had evidence that
93% of the protectiverelays and 85% of the batteries associated with its generation
Protection System had been tested and the maj ority of the undocumented testing
wasrelated to peaking unitsat E.ON U.S.’s generating stations. Additionally, E.ON
U.S. had evidencethat 100% of the protectiverelaysand batteries associated with
itstransmission Protection System had been tested and maintained.

1. DISCOVERY INFORMATION

METHOD OF DISCOVERY
SELF-REPORT X
SELF-CERTIFICATION []
COMPLIANCE AUDIT ]

* The gaps associated with E.ON U.S. LLC’s generation Protection System maintenance and testing
program were associated with E.ON U.S. LLC’s peaking combustion turbines which is the smaller portion
of E.ON U.S.’s generating facilities. Additionally, a subset of the generation Protection System
components were not recorded for the peaking combustion turbines.
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COMPLIANCE VIOLATION INVESTIGATION [ ]
SPOT CHECK []
COMPLAINT ]
PERIODIC DATA SUBMITTAL []
EXCEPTION REPORTING []

DURATION DATE(S) 6/18/2007 (when the Standard became enfor ceable) through

6/24/2009 (when E.ON U.S. completed its Mitigation Plan).
DATE DISCOVERED BY OR REPORTED TO REGIONAL ENTITY 6/3/2008
IS THE VIOLATION STILL OCCURRING

YES [] NO [X

IF YES, EXPLAIN

REMEDIAL ACTION DIRECTIVE ISSUED YES [] NO
PRE TO POST JUNE 18, 2007 VIOLATION YES [] NO

IV.MITIGATION INFORMATION

MITIGATION PLAN NO. MIT-07-0963

DATE SUBMITTED TO REGIONAL ENTITY  7/30/2008
DATE ACCEPTED BY REGIONAL ENTITY 8/21/2008
DATE APPROVED BY NERC 9/23/2008

DATE PROVIDED TO FERC 9/23/2008
IDENTIFY AND EXPLAIN VERSIONS THAT WERE REJECTED, IF
APPLICABLE

MITIGATION PLAN COMPLETED YES X NO []

EXPECTED COMPLETION DATE 12/31/2008
EXTENSIONS GRANTED 1
ACTUAL COMPLETION DATE  6/24/2009

DATE OF CERTIFICATION LETTER 6/30/2009
CERTIFIED COMPLETE BY REGISTERED ENTITY AS OF 6/24/2009

DATE OF VERIFICATION LETTER 7/31/2009
VERIFIED COMPLETE BY REGIONAL ENTITY AS OF 6/24/2009

ACTIONS TAKEN TO MITIGATE THE ISSUE AND PREVENT
RECURRENCE

XX
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DISPOSITION OF VIOLATION

NERC TRACKING REGIONAL ENTITY TRACKING
NO. NO.
SERC200800209 08-125

[. VIOLATIONINFORMATION

RELIABILITY | REQUIREMENT(S) | SUB- VRE(S) VSL(S)
STANDARD REQUIREMENT(S)
VAR-002-11 |2 Medium | High

VIOLATION APPLIES TO THE FOLLOWING FUNCTIONS:

BA | DP | GO | GOP |IA |LSE | PA|PSE|RC|RP|RSG|TO | TOP | TP | TSP

X X

PURPOSE OF THE RELIABILITY STANDARD AND TEXT OF RELIABILITY
STANDARD AND REQUIREMENT(S)/SUB-REQUIREMENT(S)

Purpose: To ensuregenerators provide reactive and voltage control necessary to
ensure voltage levels, reactive flows, and reactive resour ces are maintained within
applicable Facility Ratingsto protect equipment and thereliable operation of the
I nter connection.

VAR-002-1 R2 requires:

Unless exempted by the Transmission Operator, each Generator Oper ator
shall maintain the generator voltage or Reactive Power output (within
applicable Facility Ratings?) as directed by the Transmission Operator.

R2.1. When a generator’s automatic voltage regulator is out of
service, the Generator Operator shall use an alter native method to
control the generator voltage and reactive output to meet the voltage
or Reactive Power schedule directed by the Transmission Oper ator.

R2.2. When directed to modify voltage, the Generator Operator shall
comply or provide an explanation of why the schedule cannot be met.

' VAR-002-1 was enforceable from August 2, 2007, through August 27, 2008. VAR-002-1a was approved
by the Commission and became enforceable on August 28, 2008. VAR-002-1.1a is the current enforceable
Standard as of May 13, 2009. The subsequent interpretations provide clarity regarding the responsibilities
of a registered entity and do not change the meaning or language of the original NERC Reliability Standard
and its requirements. For consistency in this filing, the original NERC Reliability Standard, VAR-002-1, is
used throughout.

% When a Generator is operating in manual control, reactive power capability may change based on stability
considerations and this will lead to a change in the associated Facility Ratings.
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