NERC

NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

July 30, 2010

Ms. Kimberly Bose

Secretary

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

Washington, DC 20426

Re:  NERC Deficiency Notice of Penalty regarding DTE Energy Trading, Inc.,
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 DTE Energy Trading, Inc. (DTE Energy Trading)
as listed in the Disposition Document (Attachment B to the Notice of Penalty Waiver and
Settlement Agreement),* 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 violation was minor
and of low risk, as the delta in the schedule was only 22 MW from the +/- 25 MW-hours
bandwidth and would have been available to implement the schedule if dispatched (discussed
further in the Disposition Document).

The Settlement Agreement resolves all outstanding issues arising from SERC’s determination
and findings of the enforceable violation of INT-004-2 R2. According to the Settlement
Agreement, DTE Energy Trading admit to the violation, and has agreed to the assessed penalty
of zero dollars ($0) 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.

2 For purposes of this document, 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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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 assessed penalty or sanction and approved the
Settlement Agreement on July 12, 2010, including SERC’s assessment of a zero dollar ($0)
financial penalty against DTE Energy Trading and other actions to facilitate future compliance
required under the terms and conditions of the Settlement Agreement.

Pursuant to 18 C.F.R. § 39.7(e), 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 Deficiency NOP are the following documents:

a) Notice of Penalty Waiver and Settlement Agreement executed on July 26, 2010 included as
Attachment a;

a. Disposition of Violation included as Attachment B to the Notice of Penalty
Waiver and Settlement Agreement;

b) DTE Energy Trading’s Self-Report dated December 1, 2009, included as Attachment b;

c) DTE Energy Trading’s Mitigation Plan, submitted on December 1, 2009, included as
Attachment c; and

d) DTE Energy Trading’s Certification of Mitigation Plan Completion, dated December 29,
2009, included as Attachment d.

A Form of Notice Suitable for Publication®

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

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

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*

Sr. 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

Kenneth B. Keels, Jr.*

Manager of Compliance Enforcement
SERC Reliability Corporation

2815 Coliseum Centre Drive
Charlotte, NC 28217

(704) 940-8214

(704) 357-7914 — facsimile
kkeels@sercl.org

Raymond Wieszczyk, Jr. *
Director — Asset Operations
DTE Energy Trading, Inc.
414 South Main St., Suite 200
Ann Arbor, MI 48104

(734) 887-2041

(734) 887-2092 - facsimile
wieszczykr@dteenergy.com

Gregory V. Staton

General Counsel/Energy Trading
DTE Energy Trading, Inc.

414 South Main St., Suite 200
Ann Arbor, MI 48104

(734) 887-2121

(734) 887-2235 - facsimile
statong@dteenergy.com

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

R. Scott Henry*

President and CEO

SERC Reliability Corporation
2815 Coliseum Centre Drive
Charlotte, NC 28217

(704) 940-8202

(704) 357-7914 — facsimile
shenry@sercl.org

Marisa A. Sifontes*

Interim Compliance Director and Legal Counsel
Jacqueline E. Carmody™*

Contract Attorney

SERC Reliability Corporation

2815 Coliseum Centre Drive, Suite 500
Charlotte, NC 28217

(704) 494-7775

(704) 357-7914 — facsimile
msifontes@sercl.org
jcarmody@sercl.org

*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.

|
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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

Sr. 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: DTE Energy Trading, Inc.
SERC Reliability Corporation

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, DC 20005-3801

(202) 393-3998

(202) 393-3955 — facsimile

rebecca.michael@nerc.net

holly.hawkins@nerc.net







Notice of Penalty Waiver and Settlement Agreement

DTE Energy Trading, Inc. (‘DTE Energy Trading”) and SERC Reliability Corporation (“SERC”)
agree to the following:

1.

DTE Energy Trading admits the violation of INT-004-2, R2.2 and has agreed to the
proposed penalty to be assessed to DTE Energy Trading, in addition to mitigation
actions undertaken to mitigate the instant alleged violation.

Acceptance of this Settlement Agreement results in the assessment of a penalty of zero
dollars ($0) for the violation listed in Attachment A, subject to approval or modification by
the North American Electric Reliability Corporation (“NERC”) and the Federal Energy
Regulatory Commission (“FERC” or “Commission”). Payment terms, if applicable, will
be set forth in the invoice to be submitted by SERC after Commission approval of the
instant Notice of Penalty.

DTE Energy Trading has agreed to enter into this Settlement Agreement with SERC to
avoid extended litigation with respect to the matters described or referred to herein, to
avoid uncertainty, and to effectuate a complete and final resolution of the issues set forth
herein. DTE Energy Trading agrees that this Settlement Agreement is in the best
interest of the parties and in the best interest of bulk-power system reliability.

b
[DTE Energy Trading may make additional statements here if desired.] ‘ii,,

The violation listed in Attachment A will be considered a Confirmed Violation for all
purposes and may be used as an aggravating factor in accordance with the NERC
Sanction Guidelines for determining appropriate monetary penalties or sanctions for
future violations.

DTE Energy Trading has verified that the violation listed in Attachment A has been
mitigated as of December 1, 2009.

The expedited disposition agreed to herein represents a full and final disposition of the
violation listed in Attachment A, subject to approval or modification by NERC and FERC
with notice to both SERC and DTE Energy Trading in accordance with the NERC Rules
of Procedure. DTE Energy Trading waives its right to further hearings and appeal,
unless and only to the extent that DTE Energy Trading contends that any NERC or
Commission action on this Settlement Agreement contains one or more material
modifications to this Settlement Agreement.



8. In the event DTE Energy Trading fails to comply with any of the stipulations, remedies,
sanctions or additional terms, as set forth in this Settlement Agreement, SERC will
initiate enforcement, penalty, or sanction actions against DTE Energy Trading to the
maximum extent allowed by the NERC Rules of Procedure, up to the maximum
statutorily allowed penalty. Except as otherwise specified in this Settlement Agreement,
DTE Energy Trading shall retain all rights to defend against such enforcement actions,
also according to the NERC Rules of Procedure.

9. Each of the undersigned warrants that he or she is an authorized representative of the
entity designated, is authorized to bind such entity and accepts the Settlement
Agreement on the entity’s behalf.

10. The undersigned representative of each party affirms that he or she has read the
Settlement Agreement, that all of the matters set forth in the Settiement Agreement are
true and correct to the best of his or her knowledge, information and belief, and that he
or she understands that the Settlement Agreement is entered into by such party in
express reliance on those representations.

Accepted: % M % /20/57

W Kevin Watler

Vice Preside Date

1 !lé [3v10

R. Scott Henry Date

President and CEO
SERC RELIABILITY CORPORATI



ATTACHMENT A

List of Violations

SERC o .

Tracking NERC Y[;olatlon Reglst_ered Standard | Requirement | Penalty
# ntity

09-171 SERC200900409 | DTE Energy INT-004-2 | R2.2 $0

Trading
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DISPOSITION OF VIOLATION?

July 26, 2010
NERC TRACKING NO. REGIONAL ENTITY TRACKING NO. NOC#
SERC200900409 09-171 576
REGISTERED ENTITY NERC REGISTRY ID.
DTE Energy Trading, Inc. (DTE Energy Trading) NCRO00760

REGIONAL ENTITY (IES)
SERC Reliability Corporation (SERC)

. REGISTRATION INFORMATION

ENTITY IS REGISTERED FOR THE FOLLOWING FUNCTIONS:?

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

5/31/07 |x @

* VIOLATION(S) APPLIES TO SHADED FUNCTIONS
DESCRIPTION OF THE REGISTERED ENTITY

DTE Energy Trading, Inc. (DTE Energy Trading) isa gasand power marketing
company and a subsidiary of DTE Energy, a utility with more than 150 year s of
energy expertise. DTE Energy Trading provides energy sourcing and management
solutionsfor investor-owned gas and electric utilities, municipalities, electric
cooper atives, independent power producersand retail energy suppliers. DTE
Energy Trading manages a significant portfolio of gastransport and storage as well
as power generation and transmission assetsin the Midwest, Northeast, and Texas
mar kets.

! At the time of this Settlement Agreement, these violations were possible violations. For purposes of this
document, the violations at issue are described as “violations” regardless of their procedural posture and
whether they were possible, alleged, or confirmed violations.

2DTE Energy Trading is also registered, under the same NERC Compliance Registry number, in the
Northeast Power Coordinating Council, ReliabilityFirst Corporation and Southwest Power Pool regions as
a Purchasing-Selling Entity.
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1. VIOLATION INFORMATION

RELIABILITY | REQUIREMENT(S) | SUB- VRF*(S) VSL**(S)
STANDARD REQUIREMENT(S)
INT-004-2 R2 R2.2 L ower L ower

*Violation Risk Factor (VRF)
**Violation Severity Level (VL)

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

The purpose statement of INT-004-2 provides. “to ensurethat Dynamic Transfers
are adequately tagged to be able to deter mine their reliability impacts.”

INT-004-2, R2 providesin pertinent part:

R2. ThePurchasing-Selling Entity responsible for tagging a
Dynamic I nterchange Schedule shall ensurethe tag isupdated for the
next available scheduling hour and future hourswhen any one of the
following occurs:

R2.2. Theaverageenergy profilein an hour islessthan or
equal to 250 MW and in that hour the actual hourly integrated
ener gy deviates from the hourly average energy profile
indicated on the tag by morethan +/-25 megawatt-hours.

VIOLATION DESCRIPTION

On December 1, 2009, DTE Energy Trading as a Purchasing-Selling Entity (PSE)
self-reported a possible violation of INT-004-2, R2.2 associated with one instance of
failing to update tags for its Dynamic I nter change Schedule from the PSE’s
generating resour ce into an adjacent Balancing Authority. DTE Energy Tradingis
the PSE for a47 MW generator. DTE Energy Trading normally tags a Dynamic

I nter change Schedule for the full output of the unit one day per month for 24 hours
per day.

The Craven County Wood Energy Generator 47 MW generating unit, for which
DTE Energy Trading isthe PSE, was offlinefor an outage on November 5, 20009.
The outage was scheduled to take place from November 5, 2009 through November
9, 2009, with the unit returning to service and resuming its Dynamic Schedule of 47
MW on November 10, 2009.% In advance of thisoutage, DTE Energy Trading
submitted atag adjusted to zero for the period of November 5, 2009 through
November 9, 2009, to cover the period the unit was expected to be out of service, and

% The self-report incorrectly states that the unit returned to service and resumed its Dynamic Schedule of 47
MW on November 11, 2009.
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then resumed the 47 MW schedule on November 10, 2009, after the outage was
scheduled to be completed.

The generating unit began and ended its outage early on November 5, 2009 and
returned to economic dispatch status, available to be called upon to resume a
Scheduled Inter change, but the unit was not scheduled and remained offline until
November 30, 2009 because the marginal pricefor thefacility’s output was below
the unit’sincremental dispatch cost. On November 30, 2009, the generation unit
decided to self-schedule and it was discover ed that the tag was not adjusted to zero
when the unit was offline.

From its assessment, SERC staff found that DTE Energy Trading did not update
thetag for the next available scheduling hour beginning on November 9, 2009 when
the actual hourly integrated energy (0 MW) deviated from the hourly average
energy profileindicated on the tag (47 MW) by more than 25 megawatt-hours, as
required by INT-004-2, R2.2. Thefailureto re-adjust the Dynamic Interchange
Scheduletag to zero occurred while the unit was offline during the period from
November 10, 2009 until November 30, 2009 and was not discovered until DTE
Energy Trading observed that the marginal pricefor thefacility’s output fell below
the unit’sincremental dispatch cost and the generation unit decided to self-schedule
into the day ahead mar ket on November 30, 2009.

INT-004-2, R2.2 requiresthat atag for a Dynamic I nter change Schedule of lessthan
250 MW be updated if the actual hourly-integrated energy deviates from the hourly
aver age energy profileindicated on the tag by morethan +/-25 megawatt-hours.
SERC staff findsthat DTE Energy Trading violated INT-004-2, R2.2 because it
failed to update its Dynamic Inter change Schedule tag for the next available
scheduling hour and future hourswhen the actual hourly integrated energy (0 MW)
deviated from the hourly average energy profileindicated on the tag submitted to
the Balancing Authority (47 MW) by mor e than 25 megawatt-hoursfor an

I nter change Transaction with an aver age ener gy profile of lessthan 250 MW, as
required by INT-004-2, R2.2.

DTE Energy Trading' s Dynamic I nter change Schedule associated with its47 MW
gener ating resour ce should have been updated to zero MW for the period beginning
November 10, 2009 until November 30, 2009. Instead, thetag remained at 47 MW
during such period while the generating unit remained in economic dispatch status.
Asaresult, SERC staff found that DTE Energy Trading wasin violation of INT-
004-2, R2.2.

RELIABILITY IMPACT STATEMENT- POTENTIAL AND ACTUAL
SERC determined that the violation of INT-004-2 R2.2 did not pose a serious or

substantial risk to thereliability of the bulk power system (BPS), becausethe
generation was made available for dispatch following its outage and thus would
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(8) ANY OTHER EXTENUATING CIRCUMSTANCES

YES [] NO [X
IF YES, EXPLAIN

EXHIBITS:

SOURCE DOCUMENT
DTE Energy Trading Self Report, dated December 1, 2009

MITIGATION PLAN
DTE Energy Trading Mitigation Plan, submitted on December 1, 2009

CERTIFICATION BY REGISTERED ENTITY
DTE Energy Trading Certification of Completion, dated December 29, 2009

OTHER RELEVANT INFORMATION:

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

NOTICE OF CONFIRMED VIOLATION ISSUED
DATE: ORN/A X

SUPPLEMENTAL RECORD INFORMATION
DATE(S): ORN/A[X

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

HEARING REQUESTED
YES[ ] NO X
DATE

OUTCOME
APPEAL REQUESTED
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ISSUANCE HISTORY
(Current version to be retained at each issuance)

REASON DATE

NAVAPS
SETTLEMENT
NOCV

FERC FILING
OTHER (Explain)

BCC Submittal April 27, 2010
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DTE Energy Trading's Self-Report dated
December 1, 2009



C Non-Public and CONFIDENTIAL
ERC (until filed with FERC)

SERC Raliakility Cergaratian

Self-Reporting Form

Date Submitted by Registered Entity: 12/01/2009 Region: SERC

NERC Registry ID: NCR00760 Joint Registration Organization (JRO) ID:

Registered Entity: DTE Energy Trading, Inc.
Registered Entity Contact Name: Raymond Wieszczyk, Jr.
Registered Entity Contact Email: wieszczykr@dteenergy.com

Registered Entity Contact Telephone: 734-887-2041

Function(s) Applicable to Self-Report: PSE
Standard: INT-004-2 Requirement: R2.2

Has this possible alleged violation previously been reported or discovered: [ | Yes X No
If Yes selected: Provide NERC Violation ID (if known):

Date violation occurred: 11/10/2009
Date violation discovered: 11/30/2009
Is the violation still occurring? [] Yes [X] No

Detailed explanation and cause of violation: The Craven County Wood Energy Generator (47
MW from Progress Energy CA), which is dynamically scheduled into PJM, was offline for an
outage on 11/5/2009. The etag was adjusted to zero through 11/09/2009. The tag adjustment
was done by a person at the time of the outage in expectation that the unit would be back online
by 11/11/2009. Craven 1 ended it's outage on 11/5/2009 and went on economic status. The
economic status did not lead to dispatch by PJM and the unit remained offline. The etag should
have been adjusted to zero for the rest of November and then readjusted, if the unit came back
on line. The etag was not adjusted to zero after 11/09/2009 and showed a generation value of
47 MW. The unit remained on economic status and offline. Craven 1 decided to self schedule
on 11/30/2009 and this is when it was discovered that the etag was not adjusted to zero, as we
normally do at all other times, when the unit is offline.

Reliability Impact: Minimal

Reliability Impact Description: Craven 1 unit was offline due to economics. With unit offline,
dynamic schedule was not in place. However, tag was indicating 47 MW unit output from
11/10/2009 to 11/30/20009.

Page 1
Self-Reporting Record
Dated: May 27, 2009, Version 2



C Non-Public and CONFIDENTIAL
ERC (until filed with FERC)

SERC Raliakility Cergaratian

Additional Comments: Tag was adjusted to zero back to 11/24/2009 on 11/30/2009.

NOTE: While submittal of a mitigation plan is not required until after a determination of a
violation is confirmed, early submittal of a mitigation plan to address and remedy an identified
deficiency is encouraged. Submittal of a mitigation plan shall not be deemed an admission of a
violation. (See NERC Rules of Procedure, Appendix 4C, Section 6.4.)

SERC Staff will contact the person providing the report as soon as possible.
If you do not receive a response from SERC Staff within 2 business days please contact
the SERC office (704-357-7372).

Please complete the form as completely as possible and email to serccomply@serc1.org.

Page 2
Self-Reporting Record
Dated: May 27, 2009, Version 2
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Attachment ¢

DTE Energy Trading s Mitigation Plan,
submitted on December 1, 2009
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