NERC
B

NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

July 6, 2010

Ms. Kimberly Bose

Secretary

Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426

Re:  Deficiency Notice of Penalty
Reedy Creek Improvement District, FERC Docket No. NP10-__-000

Dear Ms. Bose:

The North American Electric Reliability Corporation (NERC) hereby provides this Deficiency
Notice of Penalty (Deficiency NOP) regarding Reedy Creek Improvement District (RCI),* in
accordance with the Federal Energy Regulatory Commission’s (Commission or FERC) rules,
regulations and orders, as well as NERC Rules of Procedure including Appendix 4C (NERC
Compliance Monitoring and Enforcement Program (CMEP)). Violations addressed within a
Deficiency NOP are administrative, minor or documentation in nature. Deficiency NOP
treatment is appropriate in this case because the actions leading to this minor violation related to
RCI’s use of instantaneous megawatt metered values provided from RCI’s internal relay
equipment because it considered it more accurate, current and reliable, rather than values from
the agreed-upon common primary metering source for the calculation of its Area Control Error
(ACE). Ultimately, it was determined that configuration issues were resulting in delayed update
rates of the values from the agreed-upon common primary metering source.

The Settlement Agreement resolves all outstanding issues arising from a preliminary and non-
public assessment resulting in Florida Reliability Coordinating Council’s (FRCC) determination
and findings of the enforceable violation of BAL-005-0 Requirement (R) 12.1. According to the
Settlement Agreement, RCI neither admits nor denies the violation, but has agreed to the
proposed penalty of zero dollars ($0) to be assessed to RCI, in addition to other remedies and
actions to mitigate the instant violation and facilitate future compliance under the terms and
conditions of the Settlement Agreement.

! The Disposition Document addresses: (1) all relevant facts, in sufficient detail, to indicate the nature of the
violation cited and its duration; (2) sufficient information on whether an entity did not perform the action required
by the relevant Reliability Standard or failed to document that the action had been performed; (3) a linkage between
specific facts and the penalty factors listed as relevant to the penalty determination; (4) specific information in a
Mitigation Plan how a registered entity will comply with the requirements it has violated; and (5) specific
information on how a Regional Entity verified that a registered entity timely completed a Mitigation Plan.

116-390 Village Blvd.
Princeton, NJ 08540

. 609.452.8060 | www.nerc.com



NERC Deficiency Notice of Penalty .

Reedy Creek Improvement District
July 6, 2010
Page 2

Taking into consideration the Commission’s direction in Order No. 693, the NERC Sanction
Guidelines and the Commission’s July 3, 2008 and October 26, 2009 Guidance Orders,? the
NERC BOTCC reviewed the findings and proposed penalty or sanction and approved this
Deficiency NOP and the attachments hereto on May 14, 2010, for filing with the Commission.
Pursuant to Order No. 693, the penalty will be effective upon expiration of the 30 day period
following the filing of this Deficiency NOP with the Commission, or, if the Commission decides
to review the penalty, upon final determination by the Commission.

Attachments to be included as Part of this Notice of Penalty

The attachments to be included as part of this Notice of Penalty are the following documents:

a) RCI’s Self-Report for BAL-005-0 R12.1 submitted August 22, 2008, included as Attachment
a,

b) Settlement Agreement between FRCC and RCI executed June 11, 2010, included as
Attachment b;

c) RCI’s Mitigation Plan for BAL-005-0 R12.1 dated August 22, 2008 and submitted August
25, 2008, included as Attachment c;*

d) RCI’s Certification of Completion of the Mitigation Plan for BAL-005-0 R12.1 dated August
22, 2008 and submitted August 25, 2008, included as Attachment d;

e) FRCC’s Verification of Completion of the Mitigation Plan dated January 29, 2009, included
as Attachment e; and

f) Disposition Document included as Attachment f.

A Form of Notice Suitable for Publication®

A copy of a notice suitable for publication is included in Attachment g.

2 North American Electric Reliability Corporation, “Guidance Order on Reliability Notices of Penalty,” 124 FERC
161,015 (2008); North American Electric Reliability Corporation, “Further Guidance Order on Reliability Notices
of Penalty,” 129 FERC { 61,069 (2009).

® The Settlement Agreement incorrectly states the Mitigation Plan was submitted on August 25, 2008.

I “See 18 C.F.R § 39.7(d)(6).
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Notices and Communications

-y

Notices and communications with respect to this filing may be addressed to the following:

Gerald W. Cauley*

President and Chief Executive Officer
David N. Cook*

Vice President and General Counsel
North American Electric Reliability Corporation
116-390 Village Boulevard

Princeton, NJ 08540-5721

(609) 452-8060

(609) 452-9550 — facsimile
gerry.cauley@nerc.net
david.cook@nerc.net

Bob Kindle*

Compliance Administrator
Reedy Creek Energy Services
P.O. Box 10000

Lake Buena Vista, FL 32830
(407) 824-4184

(407) 824-6280 — facsimile
bob.kindle@disney.com

Richard Gilbert*

Manager of Compliance Enforcement
Florida Reliability Coordinating Council, Inc.
3000 Bayport Dr., Suite 690

Tampa, Florida 33607-8402

(813) 207-7991

(813) 289-5648 — facsimile
rgilbert@frcc.com

*Persons to be included on the Commission’s
service list are indicated with an asterisk.
NERC requests waiver of the Commission’s
rules and regulations to permit the inclusion of
more than two people on the service list.

Rebecca J. Michael*
Assistant General Counsel
Holly A. Hawkins*

Attorney

North American Electric Reliability Corporation
1120 G Street, N.W.

Suite 990

Washington, DC 20005-3801
(202) 393-3998

(202) 393-3955 — facsimile
rebecca.michael@nerc.net
holly.hawkins@nerc.net

Sarah Rogers*

President and Chief Executive Officer
Florida Reliability Coordinating Council, Inc.
1408 N. Westshore Blvd., Suite 1002

Tampa, FL 33607-4512

(813) 289-5644

(813) 289-5646 — facsimile
srogers@frcc.com

Linda Campbell*

VP and Executive Director Standards &
Compliance

Florida Reliability Coordinating Council, Inc.
1408 N. Westshore Blvd., Suite 1002

Tampa, FL 33607-4512

(813) 289-5644

(813) 289-5646 — facsimile
Icampbell@frcc.com

Barry Pagel*

Director of Compliance

Florida Reliability Coordinating Council, Inc.
3000 Bayport Dr., Suite 690

Tampa, Florida 33607-8402

(813) 207-7968

(813) 289-5648 — facsimile

bpagel@frcc.com

|
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Conclusion

-y

Accordingly, NERC respectfully requests that the Commission accept this Deficiency NOP as

compliant with its rules, regulations and orders.

Gerald W. Cauley

President and Chief Executive Officer
David N. Cook

Vice President and General Counsel
North American Electric Reliability Corporation
116-390 Village Boulevard

Princeton, NJ 08540-5721

(609) 452-8060

(609) 452-9550 — facsimile
gerry.cauley@nerc.net
david.cook@nerc.net

cc: Reedy Creek Improvement District
Florida Reliability Coordinating Council, Inc.

Attachments

'V

Respectfully submitted,

/s/ Rebecca J. Michael

Rebecca J. Michael

Assistant General Counsel

Holly A. Hawkins

Attorney

North American Electric Reliability
Corporation

1120 G Street, N.W.

Suite 990

Washington, D.C. 20005-3801

(202) 393-3998

(202) 393-3955 — facsimile

rebecca.michael@nerc.net

holly.hawkins@nerc.net
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FRCC'’s Verification of Completion of the
Mitigation Plan dated January 29, 2009



‘ FLoriDA ReLIABILITY CooRrpINATING CouNclL, INC.

1408 N. WEsTsHore BLvp., Suite 1002
F R C C Tampa, FLorRIDA 33607-4512
PHonE 813.289.5644 « Fax 813.289.5646

. Florida Re“Obl'lfy Coordinoﬂng Council, Inc. WWWFRCCCOM

VIA E-MAIL
January 29, 2009

Mr. Bernie Budnik

Manager, Energy Plants

Reedy Creek Improvement District
P.O. Box 10000

Lake Buena Vista, FL 32830

Re: Reedy Creek Improvement District
Mitigation Plan — Self-Reported Violation
of NERC Standard BAL-005-0, R12.1

FRCC200800132, RCI_2008 02
Dear Mr. Budnik,

The mitigation plan completion form and evidence submitted by Reedy Creek
Improvement District for the above referenced self-reported violation has been received by the
Florida Reliability Coordinating Council, Inc. (FRCC). After review, the FRCC finds this
mitigation plan for BAL-005-0, R12.1 is completed. The FRCC will notify the North American
Electric Reliability Corporation (NERC) for its information.

If you have any questions, feel free to contact me at 813-207-7968.

Respectfully,

iy st

Barry Pagel
Manager of Compliance
bpagel@frcc.com

CC: FRCC NERC Mailbox
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l. VIOLATION INFORMATION

RELIABILITY | REQUIREMENT(S) | SUB- VRF(S) VSL(S)
STANDARD REQUIREMENT(S)
BAL -005-02 12 12.1 Lower® Severe

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

Purpose: Thisstandard establishesrequirementsfor Balancing Authority
Automatic Generation Control (AGC) necessary to calculate Area Control Error
(ACE) and toroutinely deploy the Regulating Reserve. The standard also ensures
that all facilitiesand load electrically synchronized to the Interconnection are
included within the metered boundary of a Balancing Area so that balancing of
resour ces and demand can be achieved.

R12. Each Balancing Authority shall include all TieLineflowswith Adjacent
Balancing Authority Areasin the ACE calculation.
R12.1. Balancing Authoritiesthat shareatieshall ensure TieLineMW
metering istelemetered to both control centers, and emanatesfrom a
common, agreed-upon sour ce using common primary metering equipment.
Balancing Authorities shall ensurethat megawatt-hour dataistelemetered or
reported at the end of each hour.

VIOLATION DESCRIPTION

On August 22, 2008, RCI self-reported non-compliance with BAL-005-0 R12.1to
FRCC. RCI stated it received Tie Line MW metering from a common, agreed-upon
sour ce using common primary metering equipment with its Balancing Authority,
Progress Energy Florida (PEF). However, based on RCI’s deter mination of data
reliability and update rates, RCI opted to utilize instantaneous megawatt meter ed
values provided from RCI’sinternal relay equipment becauseit considered it more
accurate, current and reliable, rather than values from the agreed-upon common
primary metering sour ce for the calculation of ACE. RCI did not believethe update
rateoriginally received from the common equipment was adequate and chose to
utilizeamorereliable source of data, itsinternal relays, to calculate ACE.*

2 BAL-005-0 was enforceable from June 18, 2007 through August 27, 2008. BAL-005-0b was approved by
the Commission and became enforceable on August 28, 2008. BAL-005-0.1b is the current enforceable
Standard as of May 13, 2009. The subsequent interpretation and errata 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, BAL-005-0, is used throughout.

® BAL-005-0 R12, R12.2 and R12.3 have been assigned a “Medium” Violation Risk Factor (VRF) and
R12.1 has been assigned a “Lower” VRF.

* BAL-005 R8 requires data acquisition for and calculation of ACE occurs at least every six seconds. It is
surmised the update rate was more than six seconds.
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Whilethereceived data was not used in the ACE calculation, RCID continued to
telemeter and ar chive the instantaneous megawatt reading from the common sour ce
into the RCI energy management system (EM S)/Supervisory Control and Data
Acquisition (SCADA) system. RCI verified the accuracy and consistency of data
from itsinternal relays by comparing it to the data received from the common

meter pointson an hourly basis and no significant inaccuracies wer e identified
between thetwo sources. In ajoint trouble shooting effort, RCl and PEF identified
configuration issues causing the delayed update rateto RCI and have implemented
modifications to improve data performance.

RELIABILITY IMPACT STATEMENT- POTENTIAL AND ACTUAL

FRCC determined that the violation did not pose a serious or substantial risk to the
reliability of the bulk power system (BPS) because the common megawatt data was
being compared to the morereliable RCI’sinternal relay which wer e capable of
producing data at arate equal to or lessthan therequired rate of 6 seconds. FRCC
also evaluated the potential effectsto MW data reporting to other Resour ce and
Demand Balancing (BAL) and Interchange Scheduling and Coordination (INT)
Reliability Standards (primarily thoserelating to ACE calculations and interchange
values) and deter mined that RCI’s calculations wer e correct even though the
metering source RCI was utilizing was not agreed upon.

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

WITH RESPECT TO THE PROPOSED PENALTY OR SANCTION, REGISTERED
ENTITY

ACCEPTS IT/ DOES NOT CONTEST IT YES [X

[1. DISCOVERY INFORMATION

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

OO0
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EXCEPTION REPORTING []

DURATION DATE(S) 6/18/2007 (enfor ceable date) through 8/6/2008 (Mitigation

Plan completion)

DATE DISCOVERED BY OR REPORTED TO REGIONAL ENTITY 8/22/2008

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

V. MITIGATION INFORMATION

MITIGATION PLAN NO. MIT-07-1401

DATE SUBMITTED TO REGIONAL ENTITY  8/22/2008
DATE ACCEPTED BY REGIONAL ENTITY 9/22/2008°
DATE APPROVED BY NERC 3/3/2009
DATE PROVIDED TO FERC 3/9/2009

IDENTIFY AND EXPLAIN VERSIONS THAT WERE REJECTED, IF

APPLICABLE

MITIGATION PLAN COMPLETED YES [X NO [
EXPECTED COMPLETION DATE 8/6/2008
EXTENSIONS GRANTED N/A
ACTUAL COMPLETION DATE  8/6/2008

DATE OF CERTIFICATION LETTER 8/22/2008

XX

CERTIFIED COMPLETE BY REGISTERED ENTITY AS OF 8/6/2008

DATE OF VERIFICATION LETTER 1/29/2009
VERIFIED COMPLETE BY REGIONAL ENTITY AS OF 8/6/2008

ACTIONS TAKEN TO MITIGATE THE ISSUE AND PREVENT
RECURRENCE

® The Settlement Agreement incorrectly states that FRCC accepted the Mitigation Plan on September 25,

2008.
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RCI submitted a Mitigation Plan committing to using the agreed upon sour ce
of TieLineMW metering. RCI completed the Mitigation Plan on August 6,
2008, beforeits submission, when RCI and PEF agreed upon the common
primary metering source. In order to prevent futurerisk to the BPS, RCI
hasidentified NERC Reliability Standard requirements applicabletoits

ener gy management SCADA/EM S system and established owner ship
responsibility for each requirement. These requirements applicableto
system configuration and operation have been documented and ar chived so
that they must bereferred to prior to implementing modifications or updates
to the system.

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

RCI submitted several e-mail communications between RCI and PEF
personnel relating to identifying and agreeing upon the common primary
metering sour ce that should be used. The-emailswere dated between
August 1, 2008 and August 8, 2008.

V. PENALTY INFORMATION

TOTAL PROPOSED PENALTY OR SANCTION OF zero dollars ($0) FOR 1

VIOLATION.

(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))

(2) 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
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PRIOR VIOLATIONS OF OTHER RELIABILITY STANDARD(S) OR
REQUIREMENTS THEREUNDER

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

ADDITIONAL COMMENTS

(3) 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.)

FULL COOPERATION YES [X NO []
IF NO, EXPLAIN

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

IS THERE A DOCUMENTED COMPLIANCE PROGRAM

YES [] NO [X

EXPLAIN

RCI did not have a sufficient Internal Compliance Program (1CP) at

thetime of theviolations and therefor e, as above and beyond

settlement actions, RCI agreed to implement the following
improvements:

(2) fully document the I CP, and haveit reviewed and approved by an
Authorized Entity Officer or equivalent;

(2) disseminatethe ICP to all of itsemployees specified in the | CP;

(3) havethe I CP oversight position be supervised at a high level
within the organization;

(4) makethel CP oversight position have independent accessto its
Chief Executive Officer and/or its Board of Directors;

(5) havethe | CP be managed and operated fully independent of the
work groupsthat areresponsible for complying with Reliability
Standardsto the extent possible;

(6) includeinternal self auditing for compliance on an annual basis
for full compliance with all Reliability Standards applicableto the
entity; and

(7) includedisciplinary actionsfor employeesinvolved in Reliability
Standardsviolations.
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