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NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

March 1, 2010

Ms. Kimberly Bose

Secretary

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

Washington, D.C. 20426

Re:  NERC Notice of Penalty regarding Nevada Power Company
FERC Docket No. NP10-_-000

Dear Ms. Bose:

The North American Electric Reliability Corporation (NERC) hereby provides this Notice of
Penalty* regarding Nevada Power Company (NEVP), NERC Registry ID# NCR05261,% 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)).*

During an on-site Compliance Audit conducted from May 12, 2008 to May 16, 2008 (Audit),
WECC identified possible violations of Reliability Standards EOP-001-0 Requirement (R) 1,
FAC-009-1 R1, MOD-010-0 R2, PRC-005-1 R2, TPL-001-0 R1, TPL-002-0 R1, TPL-003-0 R1,
TPL-004-0 R1 and TPL-004-0 R2, for reasons discussed below.* This Notice of Penalty is being
filed with the Commission because, based on information from WECC, WECC and NEVP have
entered into a Settlement Agreement to resolve all outstanding issues arising from a preliminary
and non-public assessment resulting in WECC’s determination and findings of the enforceable

! Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment,
Approval, and Enforcement of Electric Reliability Standards (Order No. 672), 111 FERC Stats. & Regs. 1 31,204
(2006); Notice of New Docket Prefix “NP”” for Notices of Penalty Filed by the North American Electric Reliability
Corporation, Docket No. RM05-30-000 (February 7, 2008). See also 18 C.F.R. Part 39 (2009). Mandatory
Reliability Standards for the Bulk-Power System, FERC Stats. & Regs. { 31,242 (2007) (Order No. 693), reh’g
denied, 120 FERC 1 61,053 (2007) (Order No. 693-A). See 18 C.F.R § 39.7(c)(2).

2 Western Electricity Coordinating Council (WECC) confirmed that NEVP was included on the NERC Compliance
Registry as a Generator Owner, Transmission Owner, Balancing Authority, Load Serving Entity, Generator
Operator, Transmission Operator, Distribution Provider, Transmission Service Provider, Purchasing-Selling Entity,
Planning Authority, Transmission Planner and Resource Planner on June 17, 2007. NEVP is subject to EOP-001-0
as a Balancing Authority, FAC-009-1 as a Transmission Owner and Generator Owner, MOD-010-0 as a
Transmission Owner, Transmission Planner, Generator Owner and Resource Planner, PRC-005-1 as a Transmission
Owner and Distribution Provider and TPL-001-0, TPL-002-0, TPL-003-0 and TPL-004-0 as a Planning Authority
and Transmission Planner. The Settlement Agreement, page 2, incorrectly states that NEVP was registered as a BA
on NERC’s Compliance Registry on April 10, 2007; the correct date is June 17, 2007.

¥ See 18 C.F.R § 39.7(c)(2).

* The Settlement Agreement also mentions an alleged violation of EOP-001-0 R5. However, after review by WECC
Enforcement Staff, it was determined that NEVP was compliant with EOP-001-0 R5 and this alleged violation was

. dismissed on November 13, 2009, as discussed in the Settlement Agreement.
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alleged violations of EOP-001-0 R1, FAC-009-1 R1, MOD-010-0 R2, PRC-005-1 R2, TPL-001-
0 R1, TPL-002-0 R1, TPL-003-0 R1, TPL-004-0 R1 and TPL-004-0 R2. According to the
Settlement Agreement, these are Confirmed Violations and NEVP has agreed to the proposed
penalty of fifty-two thousand dollars ($52,000) to be assessed to NEVP, in addition to other
remedies and actions to mitigate the instant violations and facilitate future compliance under the
terms and conditions of the Settlement Agreement. Accordingly, the alleged violations identified
as NERC Violation Tracking Identification Numbers WECC200800829, WECC200800831,
WECC200800832, WECC200800833, WECC200800834, WECC200800835,
WECC200800836, WECC200800837 and WECC200800838 are being filed in accordance with
the NERC Rules of Procedure and the CMEP.

Statement of Findings Underlying the Alleged Violations

This Notice of Penalty incorporates the findings and justifications set forth in the Settlement
Agreement entered into as of July 9, 2009, by and between WECC and NEVP, which is included
as Attachment b. The details of the findings and basis for the penalty are set forth in the
Settlement Agreement and herein. This Notice of Penalty filing contains the basis for approval
of the Settlement Agreement by the NERC Board of Trustees Compliance Committee (NERC
BOTCC). In accordance with Section 39.7 of the Commission’s regulations, 18 C.F.R. § 39.7
(2007), NERC provides the following summary table identifying each alleged violation of a
Reliability Standard resolved by the Settlement Agreement, as discussed in greater detail below.

: . | NoC - - Req. VT
Region | Registered Entity ID NERC Violation ID | Reliability Std. R) VRF Pe(n$a;lty
WECC | Nevada Power NOC- | WECC200800829 EOP-001-0 1 High 52,000

Company 222 | \WECC200800831 FAC-009-1 1 Medium
WECC200800832 MOD-010-0 2 Medium®
WECC200800833 PRC-005-1 2 High®
WECC200800834 TPL-001-0" 1 High®

®> When NERC filed VRFs it originally assigned MOD-010-0 R2 a Lower VRF. The Commission approved the
VREF as filed; however, it directed NERC to submit modifications. NERC submitted the modified Medium VRF and
on August 6, 2007, the Commission approved the modified Medium VRF. Therefore, the Lower VRF for MOD-
010-0 R2 was in effect from June 18, 2007 until August 6, 2007 when the Medium VRF became effective.

® 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. One of these was PRC-005-1 R2.1. On May 4,
2007, NERC assigned PRC-005-1 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” VRF as filed. Therefore, the “High” VRF was in
effect from June 26, 2007. PRC-005-1 R2 has a “Lower” VRF and its sub-requirements have “High” VRFs.
According to the Settlement Agreement, WECC determined that the VRF for the instant alleged violation was
“High.”

" NERC filed an errata of TPL-001-0 (TPL-001-0.1) on February 6, 2009. On May 13, 2009, the Commission
approved the errata version of the standard. Reliability Standard TPL-001-0 was in effect from June 18, 2007
through May 13, 2009, when TPL-001-0.1 was approved. Therefore the applicable NERC Reliability Standard
during the alleged violation duration is TPL-001-0. The errata does not change the meaning or language of the
NERC Reliability Standard and its requirements.

. ® TPL-001-0 R1 is designated a “High” VRF and its sub-requirements each have a “Medium” VRF.
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. . . NOC A S Req. Total
Region | Registered Entity ID NERC Violation ID | Reliability Std. R) VRF Penalty
$
WECC200800835 TPL-002-0 1 High®
WECC200800836 TPL-003-0 1 High®®
WECC200800837 TPL-004-0 1 Medium
WECC200800838 TPL-004-0 2 Lower

EOP-001-0 R1

The purpose of Reliability Standard EOP-001-0 is for each Transmission Operator and Balancing
Authority to develop, maintain and implement a set of plans to mitigate operating emergencies.
These plans need to be coordinated with other Transmission Operators and Balancing
Authorities, and the Reliability Coordinator.

EOP-001-0 R1 requires a Balancing Authority, such as NEVP, to have operating
agreements with adjacent Balancing Authorities that shall, at a minimum, contain
provisions for emergency assistance, including provisions to obtain emergency
assistance from remote Balancing Authorities. EOP-001-0 R1 has a “High”
Violation Risk Factor (VRF).

During the Audit, the WECC Audit Team (Audit Team) determined that, although NEVP was
compliant with EOP-001-0 R1 at the time of the Audit, NEVP did not have adequate operating
agreements in place to comply with EOP-001-0 R1 before April 16, 2008.

Until April 16, 2008, NEVP relied on an agreement with the Southwest Reserve Sharing Group
(SRSG) in order to comply with EOP-001-0 R1. Although the agreement included adjacent and
remote Balancing Authorities, it was limited in scope and was used only for disturbances of a
duration of 60 minutes or less. A second agreement provided by NEVP to the Audit Team,
between the California Independent System Operator and NEVP, did not include all adjacent
Balancing Authorities and did not address remote Balancing Authorities. Therefore, these
operating agreements were insufficient to illustrate NEVP’s compliance with EOP-001-0 R1.
The Audit Team forwarded its findings to the WECC Enforcement Department (WECC
Enforcement) for its review and consideration.

WECC Enforcement reviewed the results of the Audit and determined that NEVP had an alleged
violation of EOP-001-0 R1 because it did not have adequate operating agreements in place
before April 16, 2008. WECC Enforcement determined the duration of the alleged violation to
be from June 18, 2007, the date the standard became enforceable, through April 16, 2008, when
NEVP revised its operating agreements to include disturbances of longer durations and adjacent
and remote Balancing Authorities.

®TPL-002-0 R1 is designated a “High” VRF and its sub-requirements each have a “Medium” VRF. When NERC
filed VRFs it originally assigned TPL-002-0 R1 a Medium VRF. The Commission approved the VRF as filed;
however, it directed NERC to submit modifications. NERC submitted the modified High VRF and on August 6,
2007, the Commission approved the modified High VRF. Therefore, the Medium VRF for TPL-002-0 R1 was in
effect from June 18, 2007 until August 6, 2007 when the High VRF became effective.

. 19 TPL-003-0 R1 is designated a “High” VRF and its sub-requirements each have a “Medium” VRF.
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WECC determined that the alleged violation of EOP-001-0 R1 did not pose a serious or
substantial risk to the bulk power system (BPS) because NEVP had emergency agreements in
place with at least one adjacent Balancing Authority and could rely upon emergency assistance
for up to one hour through the SRSG Agreement.

FAC-009-1 R1

The purpose of Reliability Standard FAC-009-1 is to ensure that Facility Ratings used in the
reliable planning and operation of the BPS are determined based on an established methodology
or methodologies.

FAC-009-1 R1 requires a Transmission Owner and Generator Owner, such as
NEVP, to each establish Facility Ratings for its solely and jointly owned facilities
that are consistent with the associated Facility Ratings Methodology. FAC-009-1
R1 has a “Medium” VRF.

During the Audit, NEVP provided a copy of its Transmission - Equipment Rating Policy and
Generation Procedure GP-O-1 [PR-4] Generation Facility Rating Methodology. The Audit
Team found that the document did not demonstrate that NEVP had based the ratings for its lines
at 345 kV and below on the most limiting element which, in the case of line ratings, is line
terminations. Therefore, the Audit Team concluded that NEVP had failed to provide sufficient
documentation to verify that it developed its Facility Ratings consistent with its Facility Ratings
Methodology. The Audit Team forwarded its findings to WECC Enforcement for its review and
consideration.

WECC Enforcement reviewed the results of the Audit and determined that NEVP had an alleged
violation of FAC-009-1 R1 because some of its Facility Ratings were not consistent with the
associated Facility Ratings Methodology. WECC Enforcement determined the duration of the
alleged violation to be from June 18, 2007, the date the Standard became enforceable, through
December 22, 2008, when NEVP completed its Mitigation Plan.

WECC determined that the alleged violation of FAC-009-1 R1 did not pose a serious or
substantial risk to the BPS because NEVP had the appropriate ratings for its facilities, but did not
properly document them.

MOD-010-0 R2

The purpose of Reliability Standard MOD-010-0 is to establish consistent data requirements,
reporting procedures, and system models to be used in the analysis of the reliability of the
Interconnected Transmission Systems.

MOD-010-0 R2 requires a Transmission Owner, Transmission Planner, Generator
Owner and Resource Planner (specified in the data requirements and reporting
procedures of MOD-011-0 R1), such as NEVP, to provide steady-state modeling
and simulation data to the Regional Entities, NERC and those entities specified
within Reliability Standard MOD-011-0 R1. If no schedule exists, then these

|
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entities shall provide the data on request (30 calendar days). MOD-010-0 R2 has
a “Medium” VRF.

During the Audit, the Audit Team found that NEVP was late submitting modeling and
simulation data to WECC in October 2007 and was late again filing this data in September 2008.

The System Review Work Group (SRWG) and WECC Staff track late data submittals in a
document titled the Late Data Log. This Late Data Log is reviewed by the SRWG during the
year. NEVP’s first violation of MOD-010-0 R2 pertained to its filing of the 2010 Heavy
Summer Base Case comments on October 29, 2007, which was four weeks behind schedule.
NEVP’s second violation of MOD-010-0 R2 pertained to its filing of the 2013 Heavy Summer
Base Case on September 25, 2008, which was three weeks behind schedule. As a result of these
late filings, the Audit Team determined that NEVP was in possible violation of this Standard.
The Audit Team forwarded its findings to WECC Enforcement for its review and consideration.

WECC Enforcement reviewed the results of the Audit and determined that NEVP had an alleged
violation of MOD-010-0 R2 because it was late submitting modeling and simulation data on two
occasions. WECC determined the duration of the alleged violation to be from August 27, 2007,
the date the 2010 Heavy Summer Base Case was supposed to be submitted to WECC, through
March 26, 2009, when NEVP completed its Mitigation Plan.

WECC determined that the alleged violation of MOD-010-0 R2 did not pose a serious or
substantial risk to the BPS. Specifically, NEVP’s late data submittals and comments can hinder
the compilation schedule, delaying the development of WECC’s regional studies.

PRC-005-1 R2
The purpose of Reliability Standard PRC-005-1 is to ensure all transmission and generation
Protection Systems** affecting the reliability of the BPS are maintained and tested.

PRC-005-1 R2 requires each Transmission Owner and any Distribution Provider
that owns a transmission Protection System, such as NEVP, to 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). The documentation of the program implementation shall include:
(R2.1) evidence Protection System devices were maintained and tested within the
defined intervals; and (R2.2) the date each Protection System device was last
tested/maintained. PRC-005-1 R2 has a “Lower” VRF; R2.1 and R2.2 each have
a “High” VRF.

During the Audit, the Audit Team determined that NEVP had a possible violation of PRC-005-1
R2 because the documentation provided by NEVP at the Audit showed that NEVP had not
maintained and tested 155 out of 2,360 BPS protection system elements at voltages below 200
kV within defined intervals.

" The NERC Glossary of Terms Used in Reliability Standards, updated April 20, 2009, defines Protection System as “Protective
. relays, associated communication systems, voltage and current sensing devices, station batteries and DC control circuitry.”
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NEVP has two documented protection system maintenance and testing programs: one for BPS
protection system elements 200 kV and above and one for BPS protection system elements
below 200 kV. Both programs define testing intervals and include the dates NEVP last tested
and maintained each protection system device. The Audit Team found that NEVP had
maintained and tested all of its 200 kV and above protection system elements within defined
intervals. However, NEVP had not maintained and tested approximately 155 out of 2,360
protection system elements at voltages below 200 kV within defined intervals. The specific
protection system elements that NEVP had not maintained and tested within defined intervals
included bank protection, breaker failure, capacitors, and line protection. The Audit Team
forwarded its findings to WECC Enforcement for its review and consideration.

WECC Enforcement reviewed the results of the Audit and determined that NEVP had an alleged
violation of PRC-005-1 R2 because NEVP had not maintained and tested all of its BPS
protection system elements at voltages below 200 kV within defined intervals. WECC
Enforcement determined the duration of the alleged violation to be from June 18, 2007, the date
the Standard became enforceable, through August 25, 2008, when NEVP completed its
Mitigation Plan.

WECC determined that the alleged violation of PRC-005-1 R2 did not pose a serious or
substantial risk to the BPS because the protection system elements that NEVP had not
maintained and tested within defined intervals were primarily those with a lower impact on the
reliability of the BPS.

TPL-001-0 R1, TPL-002-0 R1 and TPL-003-0 R1

The purpose of Reliability Standards TPL-001-0, TPL-002-0 and TPL-003-0 is to ensure that
system simulations and associated assessments are conducted periodically so that reliable
systems are developed that meet specified performance requirements with sufficient lead time,
and continue to be modified or upgraded as necessary to meet present and future system needs.
Category A addresses system performance under normal (no contingency) conditions, Category
B addresses system performance following loss of a single BPS element, and Category C
addresses system performance following loss of two or more BPS elements.

TPL-001-0 R1 requires a Planning Authority and Transmission Planner, such as
NEVP,* to each demonstrate through a valid assessment that its portion of the
interconnected transmission system is planned such that, with all transmission
facilities in service and with normal (pre-contingency) operating procedures in
effect, the Network can be operated to supply projected customer demands and
projected Firm (non-recallable reserved) Transmission Services at all Demand
levels over the range of forecast system demands, under the conditions defined in
Category A of Table I. To be considered valid, the Planning Authority and
Transmission Planner assessments shall include all requirements specified by the
Standard. Specifically, the assessments shall be supported by a current or past

12 The Settlement Agreement incorrectly states that NEVP is subject to TPL-001-0 R1 as a Transmission Owner and

. Distribution Provider.
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study and/or system simulation testing addresses each of the following categories,
showing system performance following Category A of Table 1 (no
contingencies). The specific elements selected shall be acceptable to the
associated Regional Entity(ies), specifically the assessments should be performed
for selected demand levels over the range of forecast system demands (R1.3.6).
TPL-001-0 R1 has a “High” VRF.

TPL-002-0 R1 requires a Planning Authority and Transmission Planner, such as
NEVP, to each demonstrate through a valid assessment that its portion of the
interconnected transmission system is planned such that the Network can be
operated to supply projected customer demands and projected Firm (non-
recallable reserved) Transmission Services, at all demand levels over the range of
forecast system demands, under the contingency conditions as defined in
Category B of Table I. To be valid, the Planning Authority and Transmission
Planner assessments shall include all requirements specified by the Standard.
Specifically, the assessments shall be supported by a current or past study and/or
system simulation testing addresses each of the following categories, showing
system performance following Category B of Table 1 (single contingencies). The
specific elements selected for inclusion in these studies and simulations shall be
acceptable to the associated Regional Entity(ies), specifically the assessments
should be performed and evaluated for selected demand levels over the range of
forecast system demands (R1.3.6). TPL-002-0 R1 has a “High” VRF.

TPL-003-0 R1 requires a Planning Authority and Transmission Planner, such as
NEVP, to each demonstrate through a valid assessment that its portion of the
interconnected transmission systems is planned such that the Network can be
operated to supply projected customer demands and projected Firm (non-
recallable reserved) Transmission Services at all Demand levels over the range of
forecast system demands, under the conditions defined in Category C of Table I.
The controlled interruption of customer demand, the planned removal of
generators, or the Curtailment of firm (non-recallable reserved) power transfers
may be necessary to meet this Standard. To be valid, the Planning Authority and
Transmission Planner assessments shall be supported by a study that includes all
requirements specified by the Standard. Specifically, the assessments shall
include current or past study and/or system simulation testing addresses each of
the following categories, showing system performance following Category C of
Table 1 (multiple contingencies). The specific elements selected for inclusion in
these studies and simulation shall be acceptable to the associated Regional
Entity(ies), specifically the assessments should be performed and evaluated for
selected demand levels over the range of forecast system demands (R1.3.6). TPL-
003-0 R1 has a “High” VRF.

During the Audit, the Audit Team determined that NEVP had possible violations of TPL-001-0
R1, TPL-002-0 R1 and TPL-003-0 R1 because NEVP had analyzed its system only with respect
to heavy summer load demand conditions, rather than with respect to selected demand levels

I over the range of forecast system demands, under the conditions defined in Category A of Table
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I as required by TPL-001-0 R1, under the conditions defined in Category B of Table I as required
by TPL-002-0 R1 and under the conditions defined in Category C of Table I as required by TPL-
003-0 R1.

During the Audit, NEVP explained that it experiences high load conditions during the hot
summer months because of air conditioning demands. NEVP showed the Audit Team a
spreadsheet of actual flows over two years that demonstrated that NEVP imported approximately
2,000 MW during summer high load conditions and exported approximately 800 MW during
winter light load conditions. The Audit Team found that NEVP had conducted studies only for
maximized summer loads on its system, and not for seasonal light load conditions. The Audit
Team forwarded its findings to WECC Enforcement for its review and consideration.

WECC Enforcement reviewed the results of the Audit and determined that NEVP had an alleged
violation of TPL-001-0 R1, TPL-002-0 R1 and TPL-003-0 R1 because it had failed to analyze
system requirements at selected demand levels over the full range of forecast system demands,
under the conditions defined in Category A of Table I as required by TPL-001-0 R1, under the
conditions defined in Category B of Table I as required by TPL-002-0 R1 and under the
conditions defined in Category C of Table I as required by TPL-003-0 R1. WECC determined
the duration of the alleged violations to be from June 18, 2007, the date the Standard became
enforceable, through July 31, 2008, when NEVP completed its Mitigation Plans.

WECC determined that the alleged violations of TPL-001-0 R1, TPL-002-0 R1 and TPL-003-0
R1 did not pose a serious or substantial risk to the BPS because NEVP studied its most stressed
condition, which is heavy summer loads, but failed to study light load conditions.

TPL-004-0 R1 and R2

The purpose of Reliability Standard TPL-004-0 is to ensure that system simulations and
associated assessments are conducted periodically so that reliable systems are developed that
meet specified performance requirements with sufficient lead time, and continue to be modified
or upgraded as necessary to meet present and future system needs. This addresses system
performance following extreme events resulting in the loss of two or more BPS elements or
Category D.

TPL-004-0 R1 requires a Planning Authority and Transmission Planner, such as
NEVP, to each demonstrate through a valid assessment that its portion of the
interconnected transmission system is evaluated for the risks and consequences of
a number of each of the extreme contingencies that are listed under Category D of
Table 1. To be valid, the Planning Authority’s and Transmission Planner’s
assessment shall include all requirements specified by the Standard. TPL-004-0
R1 has a “Medium” VRF.

TPL-004-0 R2 requires a Planning Authority and Transmission Planner, such as
NEVP, to each document the results of its reliability assessments and shall
annually provide the results to its entities’ respective NERC Regional Entity(s), as
required by the Regional Entity. TPL-004-0 R2 has a “Lower” VRF.

|
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During the Audit, the Audit Team determined that NEVP had a possible violation of TPL-004-0
R1 because NEVP’s reliability assessments did not demonstrate that its portion of the
interconnected transmission system was evaluated for the risks and consequences of a number of
each of the extreme contingencies that are listed under Category D of Table I. Because NEVP
did not comply with R1, it could not provide valid results to WECC as required by TPL-004-0
R2. The Audit Team forwarded its findings to WECC Enforcement for its review and
consideration.

WECC Enforcement reviewed the results of the Audit and determined that NEVP had an alleged
violation of TPL-004-0 R1 because it failed to demonstrate that its portion of the interconnected
transmission system was evaluated for the risks and consequences of a number of each of the
extreme contingencies that are listed under Category D of Table I. WECC Enforcement also
determined that NEVP had an alleged violation of TPL-004-0 R2 because it did not provide valid
results of its reliability assessments to WECC as required by the Standard. WECC determined
the duration of both alleged violations to be from June 18, 2007, the date the Standard became
enforceable, through July 31, 2008, when NEVP completed its Mitigation Plan.

WECC determined that the alleged violations of TPL-004-0 R1 and R2 did not pose a serious or
substantial risk to the BPS because NEVP conducted the necessary studies; however, NEVP’s
assessment did not contain an evaluation of the risks and consequences of Category D
contingencies as required by the Standard.

Regional Entity’s Basis for Penalty

According to the Settlement Agreement, WECC has assessed a penalty of fifty-two thousand
dollars ($52,000) for the referenced alleged violations. In reaching this determination, WECC
considered the following mitigating factors: (1) these violations constituted NEVP’s first
occurrence of violations of the applicable NERC Reliability Standards; (2) there was no evidence
of any attempt to conceal a violation nor evidence of intent to do so; (3) WECC reported that
NEVP was cooperative throughout the enforcement process; and (4) WECC determined the
alleged violations did not pose a serious or substantial risk to the BPS, as discussed above.

After consideration of the above factors, WECC determined that, in this instance, the penalty
amount of fifty-two thousand dollars ($52,000) is appropriate and bears a reasonable relation to
the seriousness and duration of the alleged violations.

Status of Mitigation Plans™

EOP-001-0 R1

NEVP’s completed Mitigation Plan to address its alleged violation of EOP-001-0 R1 was
submitted to WECC on June 20, 2008* with a completion date of June 16, 2008. The
Mitigation Plan was accepted by WECC on August 27, 2008 and approved by NERC on May 26,
2009. The Mitigation Plan for this alleged violation is designated as MIT-07-1709 and was
submitted as non-public information to FERC on May 26, 2009 in accordance with FERC orders.

'3 See 18 C.F.R § 39.7(d)(7).
. 4 The Settlement Agreement incorrectly states that the Mitigation Plan was submitted on June 19, 2008.
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NEVP’s Mitigation Plan stated that, as it was found to be compliant at the Audit, NEVP would
continue to operate under the revised provisions of the SRSG Operating Procedure No. 11 —
Providing Emergency Assistance For Capacity and Energy Emergencies (revised 4/16/08) or its
successor.

NEVP certified in its Mitigation Plan submitted on June 20, 2008 that its Mitigation Plan was
completed on June 16, 2008. As evidence of completion of its Mitigation Plan, NEVP submitted
a copy of its revised SRSG Operating Procedure No. 11 — Providing Emergency Assistance For
Capacity and Energy Emergencies (revised 4/16/08).

On August 27, 2008, after WECC’s review of NEVP’s submitted evidence, WECC verified that
NEVP’s Mitigation Plan was completed on June 16, 2008 and notified NEVP in a letter dated
October 1, 2008 that it was in compliance with EOP-001-0 R1.

FAC-009-1 R1

NEVP’s Mitigation Plan to address its alleged violation of FAC-009-1 R1 was submitted to
WECC on June 20, 2008* with a proposed completion date of December 31, 2008. The
Mitigation Plan was accepted by WECC on August 31, 2008 and approved by NERC on October
29, 2008. The Mitigation Plan for this alleged violation is designated as MIT-08-1019 and was
submitted as non-public information to FERC on October 29, 2008 in accordance with FERC
orders.

NEVP’s Mitigation Plan required NEVP to complete the following actions:
o verify the list of all line ratings by June 15, 2008;
e add all terminal element ratings to the list of all line ratings by August 31, 2008;
e de-rate any line in which certain conditions cause terminal elements to be the limiting
factor by October 31, 2008; and
e provide a spreadsheet summarizing the list of line ratings to substation engineering for
maintenance by December 31, 2008.

NEVP certified on December 23, 2008 that the above Mitigation Plan requirements were
completed on December 22, 2008. As evidence of completion of its Mitigation Plan, NEVP
submitted the spreadsheet titled Vegas Terminal Info Final which summarized the list of line
ratings and terminal element ratings.

On December 26, 2008, after WECC’s review of NEVP’s submitted evidence, WECC verified
that NEVP’s Mitigation Plan was completed on December 22, 2008 and notified NEVP in a
letter dated January 23, 2009*° that it was in compliance with FAC-009-1 R1.

1> The Settlement Agreement incorrectly states that the Mitigation Plan was submitted on June 19, 2008.
18 The Settlement Agreement, on page 4, states that January 23, 2009 was the date that WECC accepted the

. completed Mitigation Plan. This date is actually the date of the verification letter.
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MOD-010-0 R2

NEVP’s Mitigation Plan to address its alleged violation of MOD-010-0 R2 was submitted to
WECC on June 20, 2008*" with a proposed completion date of September 30, 2008. The
Mitigation Plan was accepted by WECC on September 22, 2008® and approved by NERC on
August 27, 2009. The Mitigation Plan for this alleged violation is designated as MIT-08-1085
and was submitted as non-public information to FERC on August 27, 2009 in accordance with
FERC orders.

NEVP’s Mitigation Plan required NEVP to complete the following actions:
e place case due dates on calendars of primary and secondary area coordinators;
e train secondary area coordinators to eliminate the possibility of late cases due to
circumstances outside of the area coordinators control; and
e have secondary area coordinators follow up with primary area coordinators to make sure
cases get sent to WECC on time.

NEVP submitted a completed Mitigation Plan to WECC on October 6, 2008 in which it certified
completion of it Mitigation Plan. Upon review of this plan on February 20, 2009, WECC
rejected NEVP’s completed Mitigation Plan because it included a statement that NEVP had not
been late submitting the required information to WECC because “case study comments” are
different than “case study data.” WECC considers a Registered Entity’s comments to be just as
critical a part of the reporting process as the data and, therefore, did not accept filings without
both elements.

Following settlement discussions, NEVP obtained clarification from WECC of the concerns
about the Mitigation Plan and certified on June 29, 2009, in a revised Mitigation Plan, that the
above Mitigation Plan requirements were completed late on March 26, 2009, approximately 6
months after the scheduled completion date. As evidence of completion of its Mitigation Plan,
NEVP submitted a spreadsheet detailing case due dates and submittal dates, as well as an email
from an NEVP employee detailing the completion of the NEVP case study.

On July 9, 2009, after WECC’s review of NEVP’s submitted evidence, WECC verified that
NEVP’s Mitigation Plan was completed on March 26, 2009 and notified NEVP in a letter dated
July 21, 2009 that it was in compliance with MOD-010-0 R2.

PRC-005-1 R2

NEVP’s Mitigation Plan to address its alleged violation of PRC-005-1 R2 was submitted to
WECC on June 20, 2008° with a proposed completion date of September 15, 2008. The
Mitigation Plan was accepted by WECC on August 3, 2008 and approved by NERC on
September 17, 2008. The Mitigation Plan for this alleged violation is designated as MIT-08-
0888 and was submitted as non-public information to FERC on September 17, 2008 in
accordance with FERC orders.

7 The Settlement Agreement incorrectly states that the Mitigation Plan was submitted on June 19, 2008.
18 The Settlement Agreement incorrectly states that WECC approved the Mitigation Plan on October 10, 2008.

. 19 The Settlement Agreement incorrectly states that the Mitigation Plan was submitted on June 19, 2008.
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NEVP’s Mitigation Plan required NEVP to complete testing of the non-compliant relay systems
and the remaining relays that were due to be tested in accordance with NEVP’s 2008 Relay
Maintenance Plan by September 15, 2008.

NEVP certified on August 26, 2008 that the above Mitigation Plan requirements were completed
on August 25, 2008. As evidence of completion of its Mitigation Plan, NEVP submitted a full
list of its 138 kV relays with last test dates. NEVP also submitted its NPC Protection Standard
SPROT-005-1/SPROT-018-0, which contained a paragraph addressing “Maintenance, Testing, &
Inspection Activities.”

On September 30, 2008, after WECC’s review of NEVP’s submitted evidence, WECC verified
that NEVP’s Mitigation Plan was completed on August 25, 2008 and notified NEVP in a letter
dated October 7, 2008 that it was in compliance with PRC-005-1 R2.

TPL-001-0 R1, TPL-002-0 R1 and TPL-003-0 R1

NEVP’s Mitigation Plans to address its alleged violations of TPL-001-0 R1, TPL-002-0 R1 and
TPL-003-0 R1 were each submitted to WECC on June 16, 2008%° with proposed completion
dates of July 31, 2008. The Mitigation Plan for TPL-001-0 R1 was accepted by WECC on
September 4, 2008 and the Mitigation Plans for TPL-002-0 R1 and TPL-003-0 R1 were accepted
by WECC on September 5, 2008. All three Mitigation Plans were approved by NERC on
October 29, 2008. The Mitigation Plans are designated as MIT-08-1020, MIT-08-1021 and
MIT-08-1022, respectively, and were submitted as non-public information to FERC on October
29, 2008 in accordance with FERC orders.

NEVP’s Mitigation Plans required NEVP to redo its TPL studies to include a high demand level
case (heavy summer) and a lower demand level case (heavy winter, light winter or light spring as
available from WECC) for various years throughout the 10 year planning horizon.

NEVP certified on August 18, 2008% that the above Mitigation Plans requirements were
completed on July 31, 2008. NEVP revised its procedures so that it performs assessments of
selected demand levels over the range of forecast system demands, under the conditions defined
in Category A Table | to comply with TPL-001-0 R1, under the conditions defined in Category B
of Table I to comply with TPL-002-0 R1 and under the conditions defined in Category C of
Table | to comply with TPL-003-0 R1. As evidence of completion of its Mitigation Plans,
NEVP submitted a copy of a revised study of its system.

On December 1, 2008, after WECC’s review of NEVP’s submitted evidence, WECC verified
that NEVP’s Mitigation Plans were completed on July 31, 2008 and notified NEVP in a letter
dated December 2, 2008 that it was in compliance with TPL-001-0 R1, TPL-002-0 R1 and TPL-
003-0 R1.

0 The Settlement Agreement incorrectly states that the Mitigation Plans were submitted on June 19, 2008.
2 The Settlement Agreement incorrectly states that the Certification of Completion was submitted on August 19,

. 2008.
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TPL-004-0 R1 and R2

NEVP’s Mitigation Plan to address its alleged violations of TPL-004-0 R1 and R2 was submitted
to WECC on June 16, 2008%* with a proposed completion date of July 31, 2008. The Mitigation
Plan was accepted by WECC on September 5, 2008 and approved by NERC on October 29,
2008. The Mitigation Plan for these alleged violations is designated as MIT-08-1023 and was
submitted as non-public information to FERC on October 29, 2008 in accordance with FERC
orders.

NEVP’s Mitigation Plan required NEVP to evaluate the risks and consequences of Category D
contingencies in the study.

NEVP certified on August 18, 2008% that the above Mitigation Plan requirements were
completed on July 31, 2008. As evidence of completion of its Mitigation Plan, NEVP submitted
a copy of its Reliability Self Assessment — July 2008 which demonstrated NEVP’s evaluation for
the risks and consequences of a number of each of the extreme contingencies that are listed under
Category D of Table I.

On December 1, 2008, after WECC’s review of NEVP’s submitted evidence, WECC verified
that NEVP’s Mitigation Plan was completed on July 31, 2008 and notified NEVP in a letter
dated December 2, 2008 that it was in compliance with TPL-004-0 R1 and R2.

Statement Describing the Proposed Penalty, Sanction or Enforcement Action Imposed?®*

Basis for Determination

Taking into consideration the Commission’s direction in Order No. 693, the NERC Sanction
Guidelines and the Commission’s July 3, 2008 Guidance Order,? the NERC BOTCC reviewed
the Settlement Agreement and supporting documentation on January 15, 2010. The NERC
BOTCC approved the Settlement Agreement, including WECC’s imposition of a financial
penalty, assessing a penalty of fifty-two thousand dollars ($52,000) against NEVP and other
actions to facilitate future compliance required under the terms and conditions of the Settlement
Agreement. In approving the Settlement Agreement, the NERC BOTCC reviewed the applicable
requirements of the Commission-approved Reliability Standards and the underlying facts and
circumstances of the alleged violations at issue.

In reaching this determination, the NERC BOTCC considered the following factors:

(1) these violations constituted NEVP’s first occurrence of violations of the applicable
NERC Reliability Standards;

(2) NEVP was late in completing its Mitigation Plan for MOD-010-0 R2, as discussed above;

22 The Settlement Agreement incorrectly states that the Mitigation Plan was submitted on June 19, 2008.

%% The Settlement Agreement incorrectly states that the Certification of Completion was submitted on August 19,
2008.

? See 18 C.F.R § 39.7(d)(4).

%5 North American Electric Reliability Corporation, “Guidance Order on Reliability Notices of Penalty,” 124 FERC

. 161,015 (2008).



NERC Notice of Penalty .

Nevada Power Company
March 1, 2010
Page 14

(3) there was no evidence of any attempt to conceal a violation nor evidence of intent to do
so; and

(4) WECC determined that the alleged violations did not pose a serious or substantial risk to
the BPS, as discussed above.

For the foregoing reasons, the NERC BOTCC approves the Settlement Agreement and believes
that the proposed penalty of fifty-two thousand dollars ($52,000) is appropriate for the violations
and circumstances in question, and is consistent with NERC’s goal to promote and ensure
reliability of the bulk power system.

Pursuant to Order No. 693, the penalty will be effective upon expiration of the 30 day period
following the filing of this Notice of Penalty with FERC, or, if FERC decides to review the
penalty, upon final determination by FERC.

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 and
material:

a) WECC’s Public Version Screen Shots resulting from the Audit for the nine alleged violations
at issue in this Notice of Penalty showing a deemed date of May 16, 2008, included as
Attachment a;

b) Settlement Agreement by and between WECC and NEVP executed July 10, 2009, included
as Attachment b;

c) NEVP’s Mitigation Plan designated as MIT-07-1709 and Certification of Completion therein
dated June 20, 2008 and WECC'’s Verification of Completion dated October 1, 2008 for
EOP-001-0 R1, included as Attachment c;

d) NEVP’s Mitigation Plan designated as MIT-08-1019 dated June 20, 2008, NEVP’s
Certification of Completion dated December 23, 2008 and WECC’s Verification of
Completion dated January 23, 2009 for FAC-009-1 R1, included as Attachment d;

e) NEVP’s Mitigation Plan designated as MIT-08-1085 dated June 20, 2008, NEVP’s
Certification of Completion dated June 29, 2009 and WECC’s Verification of Completion
dated July 21, 2009 for MOD-010-0 R2, included as Attachment e;

f) NEVP’s Mitigation Plan designated as MIT-08-0888 dated June 20, 2008, NEVP’s
Certification of Completion dated August 26, 2008 and WECC’s Verification of Completion
dated October 7, 2008 for PRC-005-1 R2, included as Attachment f;

g) NEVP’s Mitigation Plan designated as MI1T-08-1020 dated June 16, 2008 and NEVP’s
Certification of Completion dated August 18, 2008 for TPL-001-0 R1, included as
Attachment g;

h) NEVP’s Mitigation Plan designated as MIT-08-1021 dated June 16, 2008 and NEVP’s
Certification of Completion dated August 18, 2008 for TPL-002-0 R1, included as
Attachment h;

|
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i) NEVP’s Mitigation Plan designated as MIT-08-1022 dated June 16, 2008 and NEVP’s
Certification of Completion dated August 18, 2008 for TPL-003-0 R1, included as
Attachment i;

J) NEVP’s Mitigation Plan designated as MIT-08-1023 dated June 16, 2008 and NEVP’s
Certification of Completion dated August 18, 2008 for TPL-004-0 R1 and R2, included as
Attachment j; and

k) WECC’s Verification of Completion of the Mitigation Plans dated December 2, 2008 for
TPL-001-0 R1, TPL-002-0 R1, TPL-003-0 R1 and TPL-004-0 R1 and R2, included as
Attachments k.

A Form of Notice Suitable for Publication?®

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

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

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

Gerald W Cauley* Rebecca J. Michael*

President and Chief Executive Officer Assistant General Counsel
David N. Cook* Holly A. Hawkins*

Vice President and General Counsel Attorney

North American Electric Reliability Corporation | North American Electric Reliability Corporation
116-390 Village Boulevard 1120 G Street, N.W.
Princeton, N.J. 08540-5721 Suite 990

(609) 452-8060 Washington, D.C. 20005-3801
(609) 452-9550 — facsimile (202) 393-3998
gerry.cauley@nerc.net (202) 393-3955 — facsimile
david.cook@nerc.net rebecca.michael@nerc.net

holly.hawkins@nerc.net
Christopher Luras*

Manager of Compliance Enforcement Louise McCarren*

Western Electricity Coordinating Council Chief Executive Officer

615 Arapeen Drive, Suite 210 Western Electricity Coordinating Council

Salt Lake City, UT 84108-1262 615 Arapeen Drive, Suite 210

(801) 883-6887 Salt Lake City, UT 84108-1262

(801) 883-6894 — facsimile (801) 883-6868

CLuras@wecc.biz (801) 582-3918 — facsimile
Louise@wecc.biz

Rich Salgo*

Director, Electric System Control Operations Constance White*

Nevada Power Company Vice President of Compliance

PO Box 10100 Western Electricity Coordinating Council

Reno, Nevada 89520 615 Arapeen Drive, Suite 210

(775) 834-5874 Salt Lake City, UT 84108-1262

(775) 834-3047 — facsimile (801) 883-6885

rsalgo@nvenergy.com (801) 883-6894 — facsimile

CWhite@wecc.biz

Steven Goodwill*

Associate General Counsel

Western Electricity Coordinating Council
*Persons to be included on the Commission’s 615 Arapeen Drive, Suite 210

service list are indicated with an asterisk. Salt Lake City, UT 84108-1262
NERC requests waiver of the Commission’s (801) 883-6857

rules and regulations to permit the 