NEIRC

B
NORTH AMERICAN ELECTRIC
RELIABILITY CORPORATION

November 13, 2009

Ms. Kimberly Bose

Secretary

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

Washington, D.C. 20426

Re:  NERC Notice of Penalty regarding AES Ironwood, LLC
FERC Docket No. NP10-_-000

Dear Ms. Bose:

The North American Electric Reliability Corporation (NERC) hereby provides this Notice of
Penalty* regarding AES Ironwood, LLC (AES Ironwood),> NERC Registry ID# NCR00664, 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 off-site Compliance Audit conducted April 1, 2008 through April 2, 2008 (Audit),
ReliabilityFirst Corporation (RFC) identified possible violations of Reliability Standards FAC-
008-1 Requirement (R) 1, and FAC-009-1 R1 for AES Ironwood’s failure to have a valid
Facilities Rating Methodology and failure to document ratings for the full scope of equipment.
This Notice of Penalty is being filed with the Commission because, based on information from
RFC, RFC and AES Ironwood have entered into a Settlement Agreement to resolve all
outstanding issues arising from a preliminary and non-public assessment resulting in RFC’s
determination and findings of the enforceable alleged violations of Reliability Standards FAC-
008-1 R1, and FAC-009-1 R1. According to the Settlement Agreement, AES Ironwood neither
admits nor denies the alleged violations of FAC-008-1 R1 and FAC-009-1 R1, but has agreed to
the proposed penalty of five thousand dollars ($5,000) to be assessed to AES Ironwood, in
addition to other remedies and actions to mitigate the instant violations and facilitate future

! Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment,
Approval, and Enforcement of Electric Reliability Standards (Order No. 672), Il1 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 (2008). Mandatory
Reliability Standards for the Bulk-Power System, FERC Stats. & Regs. 1 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 NERC notes that, concurrently with the filing of this Notice of Penalty filing, NERC is submitting seven Notices of
Penalty regarding other AES entities in the Northeast Power Coordinating Council (NPCC) and ReliabilityFirst
Corporation (RFC) Regions.

® ReliabilityFirst Corporation confirmed that AES Ironwood, LLC was included on the NERC Compliance Registry
as a Generator Owner on May 30, 2007 and a Generator Operator on February 28, 2008, and, as a Generator Owner,
was subject to the requirements of NERC Reliability Standards FAC-008-1 and FAC-009-1.

. *See 18 C.F.R § 39.7(c)(2).
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compliance under the terms and conditions of the Settlement Agreement. Accordingly, the
alleged violations identified as NERC Violation Tracking Identification Numbers
RFC200800046 and RFC200800047 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 executed on August 31, 2009, by and between RFC and AES Ironwood, 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.

Total
NERC Reliability | Req. Penalty
Region | Registered Entity | NOC ID Violation ID Std. (R) VRF $
RFC AES Ironwood NOC-264 | RFC200800046 | FAC-008-1 1 Lower
5,000
RFC AES Ironwood NOC-264 | RFC200800047 | FAC-009-1 1 Medium

FAC-008-1 R1

The purpose of Reliability Standard FAC-008-1 is to ensure that Facility Ratings used in the
reliable planning and operation of the Bulk Electric System (BES) are determined based on an
established methodology or methodologies.

FAC-008-1 R1 requires a Generator Owner, such as AES Ironwood, to document its
current methodology used for developing Facility Ratings (Facilities Ratings
Methodology) of its solely and jointly owned Facilities. Specifically, 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 the individual equipment that comprises
that Facility; R1.2) The method by which the Rating (of major BES equipment that
comprises a Facility) is determined; and R1.3) other considerations listed in the Standard.
FAC-008-1 R1 has a “Lower” Violation Risk Factor (VRF).

During an off-site Compliance Audit conducted April 1, 2008 through April 2, 2008, RFC
Compliance Staff discovered a possible violation of FAC-008-1 R1 because AES Ironwood
Run’s documentation and methodologies were deficient because they solely applied to
developing ratings for its generating facility. AES Ironwood had not included transmission
conductors, transformers, terminal equipment, compensation devices and relay protective devices
in its documented Facilities Ratings Methodology.

|
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During the Audit, AES Ironwood submitted the following document for evidence of compliance
with FAC-008-1: Facility Ratings Methodology for AES Ironwood Related to NERC Standard
FAC-008-1 (Initial Revision, Reviewed December 2007, submitted for Compliance Audit, April
2008) as evidence of its compliance with FAC-008-1. This document defined the documentation
and methodology for developing ratings solely for the generating facility as a whole and
therefore only defined net capability. Accordingly, the evidence reviewed was deemed
insufficient to establish compliance with NERC Reliability Standard FAC-008-1 R1, because it
did not include information for all equipment required to be included in the Facility Ratings
Methodology.

After reviewing the evidence, RFC Enforcement Staff concluded that there was an alleged
violation of FAC-008-1 R1 and the duration of the alleged violation was from June 18, 2007,
when the standard became enforceable, through March 3, 2009, when AES Ironwood completed
its Mitigation Plan.

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 BES are determined based on an established methodology
or methodologies.

FAC-009-1 R1 requires a Generator Owner, such as AES Ironwood, to 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 off-site Audit, RFC Compliance Staff discovered a possible violation of FAC-009-1
R1 because AES Ironwood had not addressed the full scope of required equipment as required by
FAC-008-1 R1, specifically transmission conductors, transformers, relay protective devices,
terminal equipment, and the lack of compensation devices, and could not establish Facility
Ratings for its solely and jointly owned Facilities that were consistent with the associated
Facility Ratings Methodology as required by FAC-009-1 R1.

During the Audit, AES Ironwood submitted the following document for evidence of compliance
with FAC-009-1: Establish and Communicate Facilities Ratings for AES Ironwood Related to
NERC Standard FAC-009-1 (no date, no revision history, submitted for Compliance Audit, April
2008). However, compliance was not supported, because the AES Ironwood Facility Rating
Methodology for FAC-008-1 did not include the full scope of required equipment. The scope of
equipment did not include transmission conductors, transformers, relay protective devices,
terminal equipment, and series and shunt compensation.

After reviewing the evidence, RFC Enforcement Staff concluded that there was an alleged
violation of FAC-009-1 R1 and the duration of the alleged violation was from June 18, 2007,
when the standard became enforceable, through March 3, 2009, when AES Ironwood completed
its Mitigation Plan.

According to the Settlement Agreement, RFC determined a penalty of $5,000 was appropriate
I for the referenced alleged violations. In reaching this determination, RFC considered the
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following factors: (1) these violations constituted AES Ironwood’s first occurrence of violations
of NERC Reliability Standards; (2) AES Ironwood was cooperative throughout RFC’s
enforcement process; (3) there was no evidence of any attempt to conceal the violations nor
evidence of intent to do so; and (4) RFC determined that the FAC-008-1 and FAC-009-1 alleged
violations did not pose a serious or substantial risk to the reliability of the bulk power system
because they involved missing ratings for elements that were not the most limiting factor.

Status of Mitigation Plan®

On November 18, 2008, AES Ironwood submitted two draft Mitigation Plans to address the
alleged violations of FAC-008-1 R1 and FAC-009-1 R1. After being revised by AES Ironwood,
the plans were accepted by RFC on December 18, 2008 and were approved by NERC on January
9, 2009. The Mitigation Plans for these alleged violations were designated as MIT-08-1234, and
MIT-08-1235, and were submitted as non-public information to FERC on January 9, 2009 in
accordance with FERC orders.

FAC-008-1 R1

In Mitigation Plan MIT-08-1234, AES Ironwood outlined the actions taken to mitigate the
alleged violation, including revising the Facility Ratings Methodology document to include all
required elements of FAC-008-1 R1. AES Ironwood’s Mitigation Plan required it to: (1) create a
work plan to satisfy the requirements contemplated in the standard and to address the RFC Audit
findings; (2) develop a list, which included all affected equipment, including generators,
transmission conductors, transformers, protective relays, terminal equipment and compensation
devices; (3) obtain the design rating information for all affected equipment; and (4) review
equipment rating information to determine the most limiting piece of equipment, inclusive of
reviewing normal and emergency ratings, equipment manufacture ratings, design criteria,
ambient conditions, operating limitations and other assumptions. In addition to the immediate
actions undertaken by AES Ironwood, the Mitigation Plan also required AES Ironwood to revise,
to the extent necessary, its draft procedure based on RFC’s review and resubmit it to RFC for
review by December 29, 2008.

AES Ironwood certified on March 26, 2009 that its Mitigation Plan was completed as of March
3, 2009. As evidence of completion of its Mitigation Plan, AES Ironwood submitted a formal
Facility Ratings Methodology procedure, Facility Ratings Methodology for AES Ironwood LLC,
Revision No. 3 — November 18, 2008. This document satisfactorily details AES Ironwood’s
Facility Rating Methodology in accordance with FAC-008-1 R1 for generators, generator step-up
(GSU) transformers, and all terminal equipment. The methodology is based on the equipment
manufacturers’ manuals and the engineering design data books. The methodology includes
consideration for equipment design criteria, manufacturers’ ratings, ambient conditions,
operating limitations, and other assumptions. The document includes the required statement
from R1.1 that the Facility Rating shall equal the most limiting applicable equipment rating of
the individual equipment that comprises that facility.

. ® See 18 C.F.R § 39.7(d)(7).
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On July 10, 2009, RFC subject matter experts reviewed the Mitigation Plan and supporting
evidence of its completion and in a letter dated July 10, 2009, RFC Enforcement Staff verified
that the AES Ironwood Mitigation Plan was completed on March 3, 2009.

In addition to its Mitigation Plan and pursuant to the Settlement Agreement, AES Ironwood will
incorporate a more active compliance program, discussed below, that will be fully implemented
by August 31, 2010.

FAC-009-1 R1

In Mitigation Plan MIT-08-1235, AES Ironwood outlined the actions taken to mitigate the
alleged violation, including establishing and communicating Facility Ratings for all required
elements of FAC-009-1 R1. AES Ironwood took the following immediate actions: (1) created a
work plan to satisfy the requirements set forth in the standard and to address the RFC Audit
findings; (2) developed a list, which included all equipment identified in its revised Facility
Methodology under FAC-008-1, including generators, transmission conductors, transformers,
protective relays, terminal equipment and compensation devices; (3) obtained the design rating
information for all affected equipment; and (4) reviewed equipment rating information to
determine the most limiting piece of equipment, inclusive of reviewing normal and emergency
ratings, equipment manufacture ratings, design criteria, ambient conditions, operating limitations
and other assumptions.

Additionally, AES Ironwood’s Mitigation Plan required it to: (1) analyze affected equipment for
most limiting factor (completed November 2008); (2) establish and communicate Facility
Ratings (completed November 2008); (3) complete FAC-009-1 procedure revisions (completed
November 2008); and (4) to the extent necessary, revise the draft procedure based on RFC
review and resubmit to RFC for review (completed December 2008).

AES Ironwood certified on March 26, 2009 that its Mitigation Plan was completed as of March
3, 2009. As evidence of completion of its Mitigation Plan, AES Ironwood submitted a formal
revision of the FAC-009-1 Facility Ratings procedure, Establish and Communicate Facility
Ratings for AES Ironwood LLC, Revision No. 2 — November 18, 2008. According to RFC, this
document satisfactorily details AES Ironwood’s establishment of Facility Ratings in accordance
with FAC-009-1 R1 based on its approved Facility Rating Methodology from FAC-008-1 R1.
The ratings include consideration for equipment design criteria, manufacturers’ ratings, ambient
conditions, operating limitations, and other assumptions. The final result is that the Facility
Rating equals the most limiting applicable equipment rating of the individual equipment that
comprises the facility.

On July 10, 2009, RFC subject matter experts reviewed the Mitigation Plan and supporting
evidence of its completion and in a letter dated July 10, 2009, RFC Enforcement Staff verified
that the AES Ironwood Mitigation Plan was completed on March 3, 2009.

In addition to its Mitigation Plan and pursuant to the Settlement Agreement, AES Ironwood will
incorporate a more active compliance program, which is discussed below and will be fully
implemented by August 31, 2010.

|
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Compliance Program Enhancement

As part of the Settlement Agreement, AES Ironwood initiated efforts beyond its immediate
mitigation of the alleged violations in order to prevent recurrence. Specifically, AES Ironwood
committed to the following actions and completion dates:

Compliance Program Enhancement Content

AES Ironwood has developed and will implement a Compliance Program Enhancement to
supplement its existing Ethics and Compliance program. These actions include: (a)
utilizing a document management system for records management to create a single
repository of all documentation related to standards compliance; (b) implementing
programs to promote a culture of compliance like general awareness training; (c)
implementing general business training for all job functions that includes applicable and
“real world” examples of GO/GOP functions; and (d) implementing a formal internal audit
to verify standards compliance. A copy of the program enhancement document is included
as Attachment B to the Settlement Agreement.

Compliance Program Enhancement Milestones
According to the Settlement Agreement, AES Ironwood will take the following actions at a

cost of $177,500:
Activity Expected Completion Date Status
Implement Online Repository for Program September 30, 2009 Completed
Documentation
Initiate Online Training March 30, 2010
Initiate General Awareness Training March 30, 2010
Define Internal Audit Team June 30, 2010
Complete Internal Audit August 31, 2010
Quarterly Reports (4) December 31, 2009 through

September 30, 2010.

Compliance Program Enhancement Reporting

To facilitate RFC’s need to communicate the implementation status of the activities agreed
to in the Settlement Agreement and provide accountability to NERC, AES Ironwood will
provide updates using the forms and format in Attachment C to the Settlement Agreement
semi-annually for one year.

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

®See 18 C.F.R § 39.7(d)(4).
" North American Electric Reliability Corporation, “Guidance Order on Reliability Notices of Penalty,” 124 FERC {

. 61,015 (2008).
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the Settlement Agreement and supporting documentation on October 13, 2009. The NERC
BOTCC approved the Settlement Agreement, including RFC’S imposition of a financial penalty,
assessing a penalty of five thousand dollars ($5,000) against AES Ironwood 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) the referenced alleged violations are the first violations of AES Ironwood of NERC
Reliability Standards in RFC;

(2) AES Ironwood was cooperative throughout the enforcement process;

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

(4) the violations did not pose a serious or substantial risk to the bulk power system because
they involved missing ratings for elements that were not the most limiting factor.

For the foregoing reasons, the NERC BOTCC approves the Settlement Agreement and believes
that the proposed penalty of five thousand dollars ($5,000) is appropriate for the violations
addressed herein and 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.

¢ The NERC BOTCC notes that the registered entity does not receive direct or offset credit for money spent for
actions to mitigate the violation or for any additional money spent above and beyond what is required to mitigate the

. violation.
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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) Compliance Audit Report-Public Version dated April 18, 2008, included as Attachment a;

b) Settlement Agreement by and between AES Ironwood and RFC executed August 31, 2009,
included as Attachment b;

1) RFC’s Verifications of Completion of the Mitigation Plans, dated July 10, 2009, included
as Attachment A to the Settlement Agreement;

i) AES Ironwood’s Compliance Program Enhancement, included as Attachment B to the
Settlement Agreement;

iii) RFC’s Settlement Activity Reporting Form, included as Attachment C to the Settlement
Agreement;

iv) AES Ironwood’s Mitigation Plans designated as MIT-08-1234 and MIT-08-1235
submitted December 18, 2008,° included as Attachment D to the Settlement Agreement;
and;

v) AES Ironwood’s Certifications of Completion of the Mitigation Plans submitted March
26, 20009, included as Attachment E to the Settlement Agreement.

A Form of Notice Suitable for Publication®®

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

° The Mitigation Plans are dated November 18, 2008, the date the draft plans were submitted.

I 10See 18 C.F.R §39.7(d)(6).



NERC Notice of Penalty
AES Ironwood, LLC
November 13, 2009
Page 9

Notices and Communications

-y

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

Rick Sergel

President and Chief Executive Officer

David N. Cook*

Vice President and General Counsel

North American Electric Reliability Corporation
116-390 Village Boulevard

Princeton, New Jersey 08540-5721
(609)452-8060

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

Timothy R. Gallagher*

President and Chief Executive Officer
Raymond J. Palmieri*

Vice President and Director of Compliance
ReliabilityFirst Corporation

320 Springside Drive, Suite 300

Akron, Ohio 44333

(330) 456-2488

tim.gallagher@rfirst.org
ray.palmieri@rfirst.org

Robert K. Wargo*

Manager of Compliance
ReliabilityFirst Corporation
320 Springside Drive, Suite 300
Akron, Ohio 44333

(330) 456-2488
bob.wargo@rfirst.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.

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

Kenneth Daycock*

Plant Manager

John Morgan*

Technical Support Leader
AES Ironwood, LLC

305 Prescott Road

Lebanon, Pennsylvania 17042
(717) 228-1328
kenneth.daycock@aes.com
john.morgan@aes.com

Bruce Richardson*

Outside Counsel — AES Ironwood, LLC
King & Spalding LLP

1700 Pennsylvania Avenue NW
Washington, D.C. 20006

(202) 626-5460
brichardson@kslaw.com

|
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Conclusion

-y

NERC respectfully requests that the Commission accept this Notice of Penalty as compliant with

its rules, regulations and orders.

Rick Sergel

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
david.cook@nerc.net

cc: AES lronwood, LLC
ReliabilityFirst 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, D.C. 20005-3801

(202) 393-3998

(202) 393-3955 — facsimile

rebecca.michael@nerc.net

holly.hawkins@nerc.net













































































































RFC200800046

MP#: MIT-08-1234 RELIAB' LIT}W

Mitigation Plan Submittal Form

Date this Mitigation Plan is being submitted: 18 November 2008

Section A: Compliance Notices & Mitigation Plan Requirements

Al Notices and requirements applicable to Mitigation Plans and this Submittal
Form are set forth in “Attachment A - Compliance Notices & Mitigation Plan
Requirements.”

A2 This form must be used to submit required Mitigation Plans for review and
acceptance by ReliabilityFirst and approval by NERC.

A3 I have reviewed Attachment A and understand that this Mitigation Plan
Submittal Form will not be accepted unless this box is checked.

Section B: Registered Entity Information

B.1 Identify your organization.
Company Name: AES Ironwood LLC
Company Address: 305 Prescott Rd Lebanon, PA 17042

NERC Compliance Registry ID: NCR00664

B.2 Identify the individual in your organization who will be the Entity Contact
regarding this Mitigation Plan.

Name: John Morgan

Title: Technical Support Leader
Email: john.morgan@aes.com
Phone: (717) 228-1328 x102

Version 2.0 — Released 7/11/08 Page 1 of 10



RELIABILIT

Section C: Identification of Alleged or Confirmed Violation(s)
Associated with this Mitigation Plan

C.1  This Mitigation Plan is associated with the following Alleged or Confirmed
violation(s) of the reliability standard listed below.

NERC Reliability Requirement  Violation Alleged or Method of
Violation ID Standard Number Risk Factor Confirmed Detection (e.g.,
# Violation Date”  Audit, Self-report,
Investigation)
RFC200800 FAC-008-1 R1 Lower 4/11/2008 Audit
046

(*) Note: The Alleged or Confirmed Violation Date shall be expressly specified by the Registered Entity,
and subject to modification by ReliabilityFirst, as: (i) the date the Alleged or Confirmed violation occurred;
(i) the date that the Alleged or Confirmed violation was self-reported; or (iii) the date that the Alleged or
Confirmed violation has been deemed to have occurred on by ReliabilityFirst. Questions regarding the
date to use should be directed to the ReliabilityFirst contact identified in Section G of this form.

C.2  Identify the cause of the Alleged or Confirmed violation(s) identified above.
Additional detailed information may be provided as an attachment.

The potential violation identified in the Compliance Audit Report is as follows:

FAC-008-1 (R1) AES lronwood provided a document “Facilities Ratings Methodology for
AES Ironwood” dated December 2007 which referenced facility ratings for generators and
voltage regulators. Reference was also made to PJM Manual 21 “Rules and Procedures for
Determination of Generator Capability” which AES Ironwood follows. No documentation or
methodology for developing ratings its for its transmission conductors, transformers, relay
protective devices, terminal equipment, and compensation devices was included in this material.

Note: If a formal root cause analysis evaluation was performed, submit a copy
of the summary report.

C.3  Provide any additional relevant information regarding the Alleged or Confirmed
violations associated with this Mitigation Plan. Additional detailed information
may be provided as an attachment.

Version 2.0 — Released 7/11/08 Page 2 of 10



RELIABILITW

AES Ironwood provided written comments in response to the Compliance Audit
dated June 10 2008, questioning findings included therein. Those comments are
attached.

Section D: Details of Proposed Mitigation Plan
Mitigation Plan Contents

D.1 Identify and describe the action plan, including specific tasks and actions that
your organization is proposing to undertake, or which it undertook if this
Mitigation Plan has been completed, to correct the Alleged or Confirmed
violations identified above in Part C.1 of this form. Additional detailed
information may be provided as an attachment.

Action Plan: Reformat and Revise Procedures in relation to FAC-008-1
Standard to ensure compliance.

Actions Taken:

1. Reviewed RFC Audit Findings reproduced in Section C.2, above.

2. Reviewed FAC-008-1 Standard and its requirements.

3. Created work plan, envisioning the requirements contemplated in the
standard and addressing the RFC Audit Findings reproduced in Section C.2,
above, as reflected in Section D - Table 1, below.

4. Developed Affected Equipment List, including generators, transmission
conductors, transformers, protective relays, terminal equipment, and
compensation devices.

5. Obtained affected equipment design rating information.

6. Reviewed Equipment rating information to determine most limiting piece of
equipment, inclusive of reviewing normal and emergency ratings, equipment
manufacturer ratings, design criteria, ambient conditions, operating limitations
and other assumptions.

7. Draft procedure documenting Facility Rating Methodology for submittal and
review by RFC.

8. To the extent necessary, revise draft procedure based on RFC review and
resubmit to RFC for review.

Mitigation Plan Timeline and Milestones

D.2 Provide the date by which full implementation of the Mitigation Plan will be, or
has been, completed with respect to the Alleged or Confirmed violations
identified above. State whether the Mitigation Plan has been fully implemented,
and/or whether the actions necessary to assure the entity has returned to full
compliance have been completed.

Version 2.0 — Released 7/11/08 Page 3 of 10



RELIABILITW

With the development of the revised compliance procedure documentation for
NERC Reliability Standard FAC-008-1, AES Ironwood’s documentation will
meet the compliance requirements set forth in the standard. The revised
procedure fully mitigates the potential violation as to NERC Reliability
Standard FAC-008-1. The revised procedure will be provided to RFC for review
by December 29, 2008. Upon acceptance of the revised procedure by RFC,
AES Ironwood will have completed this Mitigation Plan.

D.3 Enter Key Milestone Activities (with due dates) that can be used to track and
indicate progress towards timely and successful completion of this Mitigation

Plan.
Key Milestone Activity

R1. Review Ratings Methodology
Standard

R1. Develop Affected Equipment List
R1. Obtain Affected Equipment Design
Info

R1. Created Rating Methodology
Procedure document addressing all
affected equipment.

R1. Analyze affected equipment for most

limiting factor.

Complete FAC-008 Procedure Revisions
To the extent necessary, revise draft
procedure based on RFC review and

resubmit to RFC for review

Resubmit draft procedure for RFC review

To the extent necessary, revise procedure

based on RFC input.
Mitigation Plan Completion Date

Proposed/Actual Completion Date*
(shall not be more than 3 months apart)
Completed Nov 2008

Completed Nov 2008
Completed Nov 2008

Completed Nov 2008

Completed Nov 2008
Completed Nov 2008
Completed December 29, 2008
Submit by December 29, 2008**

Subject to RFC review schedule

Subject to RFC review schedule

(*) Note: Additional violations could be determined for not completing work associated with accepted

milestones.

(**) Note: The date is the date by which AES Ironwood will provide its draft procedure to RFC for review.
The actual completion date will be subject to RFC’s review process.

Version 2.0 — Released 7/11/08
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RELIABILIT

Section D — Table 1

FAC-008-1

R1.

(1) AES Ironwood provided a document
“Facilities Ratings Methodology for AES
Ironwood” dated December 2007 which
referenced facility ratings for generators and
voltage regulators. (2) Reference was also
made to PJM Manual 21 “Rules and
Procedures for Determination of Generator
Capability” which AES Ironwood follows.
(3)No documentation or methodology for
developing ratings its for its transmission
conductors, transformers, relay protective
devices, terminal equipment, and
compensation devices was included in this
material.

Version 2.0 — Released 7/11/08

The Facility Ratings Methodology
for AES Ironwood procedure will be

modified to:

) Remove testing as determining the
Facility Rating.

2 Remove the PJIM Manual 21 Rules
& Procedures for Determination of
Generating Capability.

Remove the reference to the PJM Net
Capability Verification Report.

Remove the Ironwood Test Data Summary
with the data from two test runs.

The Facility Ratings Methodology for AES
Ironwood will then be modified to address:
3) Reliability Standard FAC-008-1

Requirement 1. Therefore other
equipment limitations such as
transformers, conductors, terminal
equipment, and relay protection devices
will be considered. Normal and
Emergency ratings of this equipment will
be addressed.

The above modifications will be addressed
in the latest revision to the Facility Ratings
Methodology for AES Ironwood Procedure.
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Section E: Interim and Future Reliability Risk
Abatement of Interim BPS Reliability Risk

E.l

While your organization is implementing this Mitigation Plan the reliability of
the Bulk Power System (BPS) may remain at higher risk or be otherwise
negatively impacted until the plan is successfully completed. To the extent they
are, or may be, known or anticipated: (i) identify any such risks or impacts; and
(ii) discuss any actions that your organization is planning to take to mitigate this
increased risk to the reliability of the BPS. Additional detailed information
may be provided as an attachment.

Not applicable

Prevention of Future BPS Reliability Risk

E.2

Describe how successful completion of this Mitigation Plan by your
organization will prevent or minimize the probability that the reliability of the
BPS incurs further risk of similar violations in the future. Additional detailed
information may be provided as an attachment.

The successful completion of the Mitigation Plan will have established RFC-
approved compliance procedures for NERC Reliability Standard FAC-008-1.
The implementation of the revised procedure will avoid the risk of a similar
violation in the future.
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F: Authorization

An authorized individual must sign and date this Mitigation Plan Submittal Form. By

doing so,

this individual, on behalf of your organization:

a) Submits this Mitigation Plan for acceptance by ReliabilityFirst and approval by

b)

NERC, and

If applicable, certifies that this Mitigation Plan was completed on or before the
date provided as the ‘Date of Completion of the Mitigation Plan’ on this form,
and

c) Acknowledges:

1.

2.

| am Technical Support Leader of AES Ironwood.
| am qualified to sign this Mitigation Plan on behalf of AES Ironwood.

| have read and am familiar with the contents of this Mitigation Plan.

AES Ironwood LLC agrees to comply with, this Mitigation Plan, including
the timetable completion date, as accepted by ReliabilityFirst and
approved by NERC.

Authorized Individual Signature % “776341,_

Name (Print): John Morgan
Title: Technical Support Leader
Date: 18 December 2008

Section G: Regional Entity Contact

Please direct completed forms or any questions regarding completion of this form
to the ReliabilityFirst Compliance e-mail address mitigationplan@rfirst.org.
Please indicate the company name and reference the NERC Violation ID # (if
known) in the subject line of the e-mail. Additionally, any ReliabilityFirst
Compliance Staff member is available for questions regarding the use of this
form. Please see the contact list posted on the ReliabilityFirst Compliance web

page.

Version 2.0 — Released 7/11/08 Page 7 of 10


mailto:mitigationplan@rfirst.org

RELIABILIT

Attachment A — Compliance Notices & Mitigation Plan Requirements

l. Section 6.2 of the CMEP? sets forth the information that must be included in a
Mitigation Plan. The Mitigation Plan must include:

)

)

©)
(4)

()

(6)

(7)

(8)

(9)
(10)

The Registered Entity’s point of contact for the Mitigation Plan, who shall be a
person (i) responsible for filing the Mitigation Plan, (ii) technically
knowledgeable regarding the Mitigation Plan, and (iii) authorized and competent
to respond to questions regarding the status of the Mitigation Plan.

The Alleged or Confirmed Violation(s) of Reliability Standard(s) the Mitigation
Plan will correct.

The cause of the Alleged or Confirmed Violation(s).

The Registered Entity’s action plan to correct the Alleged or Confirmed
Violation(s).

The Registered Entity’s action plan to prevent recurrence of the Alleged or
Confirmed violation(s).

The anticipated impact of the Mitigation Plan on the bulk power system
reliability and an action plan to mitigate any increased risk to the reliability of the
bulk power-system while the Mitigation Plan is being implemented.

A timetable for completion of the Mitigation Plan including the completion date
by which the Mitigation Plan will be fully implemented and the Alleged or
Confirmed Violation(s) corrected.

Key implementation milestones no more than three (3) months apart for
Mitigation Plans with expected completion dates more than three (3) months
from the date of submission. Additional violations could be determined for not
completing work associated with accepted milestones.

Any other information deemed necessary or appropriate.

The Mitigation Plan shall be signed by an officer, employee, attorney or other
authorized representative of the Registered Entity, which if applicable, shall be
the person that signed the Self-Certification or Self Reporting submittals.

1. This submittal form must be used to provide a required Mitigation Plan for review
and acceptance by ReliabilityFirst and approval by NERC.

I1l.  This Mitigation Plan is submitted to ReliabilityFirst and NERC as confidential
information in accordance with Section 1500 of the NERC Rules of Procedure.

IV.  This Mitigation Plan Submittal Form may be used to address one or more related
Alleged or Confirmed violations of one Reliability Standard. A separate

! “Compliance Monitoring and Enforcement Program” of the ReliabilityFirst Corporation;” a copy of the
current version approved by the Federal Energy Regulatory Commission is posted on the ReliabilityFirst

website.
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mitigation plan is required to address Alleged or Confirmed violations with
respect to each additional Reliability Standard, as applicable.

V. If the Mitigation Plan is accepted by ReliabilityFirst and approved by NERC, a
copy of this Mitigation Plan will be provided to the Federal Energy Regulatory
Commission in accordance with applicable Commission rules, regulations and
orders.

VI.  ReliabilityFirst or NERC may reject Mitigation Plans that they determine to be
incomplete or inadequate.

VIl. Remedial action directives also may be issued as necessary to ensure reliability of
the BPS.
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Mitigation Plan Submittal Form

Date this Mitigation Plan is being submitted: 18 November 2008

Section A: Compliance Notices & Mitigation Plan Requirements

Al Notices and requirements applicable to Mitigation Plans and this Submittal
Form are set forth in “Attachment A - Compliance Notices & Mitigation Plan
Requirements.”

A2 This form must be used to submit required Mitigation Plans for review and
acceptance by ReliabilityFirst and approval by NERC.

A3 I have reviewed Attachment A and understand that this Mitigation Plan
Submittal Form will not be accepted unless this box is checked.

Section B: Registered Entity Information

B.1 Identify your organization.
Company Name: AES Ironwood LLC
Company Address: 305 Prescott Rd Lebanon, PA 17042

NERC Compliance Registry ID: NCR00664

B.2 Identify the individual in your organization who will be the Entity Contact
regarding this Mitigation Plan.

Name: John Morgan

Title: Technical Support Leader
Email: john.morgan@aes.com
Phone: (717) 228-1328 x102
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Section C: Identification of Alleged or Confirmed Violation(s)

Associated with this Mitigation Plan

C.1  This Mitigation Plan is associated with the following Alleged or Confirmed
violation(s) of the reliability standard listed below.
NERC Reliability Requirement  Violation Alleged or Method of
Violation ID Standard Number Risk Factor Confirmed Detection (e.g.,
Violation Date”  Audit, Self-report,
Investigation)
RFC200800 FAC-009-1 R1 Medium 4/11/2008 Audit

047

(*) Note: The Alleged or Confirmed Violation Date shall be expressly specified by the Registered Entity,
and subject to modification by ReliabilityFirst, as: (i) the date the Alleged or Confirmed violation occurred;
(i) the date that the Alleged or Confirmed violation was self-reported; or (iii) the date that the Alleged or
Confirmed violation has been deemed to have occurred on by ReliabilityFirst. Questions regarding the
date to use should be directed to the ReliabilityFirst contact identified in Section G of this form.

C.2

C3

Identify the cause of the Alleged or Confirmed violation(s) identified above.
Additional detailed information may be provided as an attachment.

The potential violation identified in the Compliance Audit Report is as follows:

FAC-009-1 (R1) AES Ironwood provided a document “Facilities Ratings Methodology for AES
Ironwood” AES Ironwood provided a document “Establishing and Communication Facilities
Ratings for AES Ironwood” dated December 2007 which referenced facility ratings for generators
and voltage regulators. Facility ratings were provided for its generation which were from test
results in 2007 and 2006 in accordance within PJIM Manual 21. No facility ratings were provided
equipment other than the generators.

Note: If a formal root cause analysis evaluation was performed, submit a copy
of the summary report.

Provide any additional relevant information regarding the Alleged or Confirmed
violations associated with this Mitigation Plan. Additional detailed information
may be provided as an attachment.
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AES Ironwood provided written comments in response to the Compliance Audit
dated June 10, 2008, questioning findings included therein. Those comments are
attached.

Section D: Details of Proposed Mitigation Plan
Mitigation Plan Contents

D.1

Identify and describe the action plan, including specific tasks and actions that
your organization is proposing to undertake, or which it undertook if this
Mitigation Plan has been completed, to correct the Alleged or Confirmed
violations identified above in Part C.1 of this form. Additional detailed
information may be provided as an attachment.

Action Plan: Reformat and Revise Procedures in relation to FAC-009-1
Standard to ensure compliance.

Actions Taken:

1. Reviewed RFC Audit Findings reproduced in Section C.2, above.

2. Reviewed FAC-009-1 Standard and its requirements.

3. Created work plan, envisioning the requirements contemplated in the

standard addressing the RFC Audit Findings reproduced in Section C.2, above,

as reflected in Section D - Table 1, below.

4. Developed Affected Equipment List, including generators, transmission

conductors, transformers, protective relays, terminal equipment, and

compensation devices, as per the Facility Methodology Contemplated in FAC-

008-1.

5. Obtained affected equipment design rating information.

6. Reviewed Equipment rating information to determine most limiting piece of
equipment, inclusive of reviewing normal and emergency ratings, equipment
manufacturer ratings, design criteria, ambient conditions, operating
limitations and other assumptions.

7. Draft procedure documenting Facility Rating Methodology for submittal and
review by RFC.

8. To the extent necessary, revise draft procedure based on RFC review and
resubmit to RFC for review.

Mitigation Plan Timeline and Milestones

D.2

Provide the date by which full implementation of the Mitigation Plan will be, or
has been, completed with respect to the Alleged or Confirmed violations
identified above. State whether the Mitigation Plan has been fully implemented,
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and/or whether the actions necessary to assure the entity has returned to full
compliance have been completed.

With the development of revised compliance procedure documentation for
NERC Reliability Standard FAC-009-1, AES Ironwood’s documentation
will meet the compliance requirements set forth in the standard. The
revised procedure will fully mitigate the potential violation as to NERC
Reliability Standard FAC-009-1. The revised procedure will be provided to
RFC for review by December 29, 2008. Upon acceptance of the revised
procedure by RFC, AES Ironwood will have completed this Mitigation
Plan.

D.3 Enter Key Milestone Activities (with due dates) that can be used to track and
indicate progress towards timely and successful completion of this Mitigation

Plan.
Key Milestone Activity Proposed/Actual Completion Date*

(shall not be more than 3 months apart)

R1. Review Ratings Methodology Completed Nov 2008

Standard

R1. Develop Affected Equipment List Completed Nov 2008

R1. Obtain Affected Equipment Design Completed Nov 2008

Info

R1. Analyze affected equipment for most Completed Nov 2008

limiting factor.

R1. Establish and Communicate Facility Completed Nov 2008

Ratings.

Complete FAC-009 Procedure Revisions Completed Nov 2008

To the extent necessary, revise draft Complete by December 29, 2008

procedure based on RFC review and

resubmit to RFC for review

Resubmit draft procedure for RFC review Submit by December 29, 2008**

To the extent necessary, revise procedure Subject to RFC review schedule

based on RFC input.

Mitigation Plan Completion Date Subject to RFC review schedule

(*) Note: Additional violations could be determined for not completing work associated with accepted
milestones.

(**) Note: The date is the date by which AES Ironwood will provide its draft procedure to RFC for review.
The actual completion date will be subject to RFC’s review process.
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Section D — Table 1

FAC-009-1

R1.

FAC-009-1 (R1) AES Ironwood
provided a document “Facilities
Ratings Methodology for AES
Ironwood” AES Ironwood
provided a document “Establishing
and Communication Facilities
Ratings for AES Ironwood” dated
December 2007 which referenced
facility ratings for generators and
voltage regulators. Facility ratings
were provided for its generation
which were from test results in
2007 and 2006 in accordance
within PJM Manual 21. No
facility ratings were provided
equipment other than the
generators.

Version 2.0 — Released 7/11/08

The Establish and Communicate Facility
Ratings for AES Ironwood Procedure will
be modified to reflect the revised Facility
Ratings Methodology for AES Ironwood.
The scope of additional equipment will
include transmission conductors,
transformers, relay protective devices,
terminal equipment, and series and shunt
compensation.

The above modifications will be addressed
in the latest revision to the Establish and
Communicate Facility Ratings for AES
Ironwood Procedure
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Section E: Interim and Future Reliability Risk
Abatement of Interim BPS Reliability Risk

E.l

While your organization is implementing this Mitigation Plan the reliability of
the Bulk Power System (BPS) may remain at higher risk or be otherwise
negatively impacted until the plan is successfully completed. To the extent they
are, or may be, known or anticipated: (i) identify any such risks or impacts; and
(ii) discuss any actions that your organization is planning to take to mitigate this
increased risk to the reliability of the BPS. Additional detailed information
may be provided as an attachment.

Not applicable

Prevention of Future BPS Reliability Risk

E.2

Describe how successful completion of this Mitigation Plan by your
organization will prevent or minimize the probability that the reliability of the
BPS incurs further risk of similar violations in the future. Additional detailed
information may be provided as an attachment.

The successful completion of the Mitigation Plan will have established RFC-
approved compliance procedures for NERC Reliability Standard FAC-009-1.
The implementation of the revised procedure will avoid the risk of a similar
violation in the future.
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Section F: Authorization

An authorized individual must sign and date this Mitigation Plan Submittal Form. By
doing so, this individual, on behalf of your organization:

a) Submits this Mitigation Plan for acceptance by ReliabilityFirst and approval by
NERC, and

b) If applicable, certifies that this Mitigation Plan was completed on or before the
date provided as the ‘Date of Completion of the Mitigation Plan’ on this form,
and

c) Acknowledges:

1. | am Technical Support Leader of AES Ironwood.
2. I am qualified to sign this Mitigation Plan on behalf of AES Ironwood.
3. | have read and am familiar with the contents of this Mitigation Plan.

4. AES Ironwood agrees to comply with, this Mitigation Plan, including the
timetable completion date, as accepted by ReliabilityFirst and approved

by NERC. -
Authorized Individual Signature //QZ’ZL 4/7%7"1"‘—
Name (Print): John Morgan
Title: Technical Support Leader
Date: 18 December 2008

Section G: Regional Entity Contact

Please direct completed forms or any questions regarding completion of this form
to the ReliabilityFirst Compliance e-mail address mitigationplan@rfirst.org.
Please indicate the company name and reference the NERC Violation ID # (if
known) in the subject line of the e-mail. Additionally, any ReliabilityFirst
Compliance Staff member is available for questions regarding the use of this
form. Please see the contact list posted on the ReliabilityFirst Compliance web

page.
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Attachment A — Compliance Notices & Mitigation Plan Requirements

l. Section 6.2 of the CMEP? sets forth the information that must be included in a
Mitigation Plan. The Mitigation Plan must include:

)

)

©)
(4)

()

(6)

(7)

(8)

(9)
(10)

The Registered Entity’s point of contact for the Mitigation Plan, who shall be a
person (i) responsible for filing the Mitigation Plan, (ii) technically
knowledgeable regarding the Mitigation Plan, and (iii) authorized and competent
to respond to questions regarding the status of the Mitigation Plan.

The Alleged or Confirmed Violation(s) of Reliability Standard(s) the Mitigation
Plan will correct.

The cause of the Alleged or Confirmed Violation(s).

The Registered Entity’s action plan to correct the Alleged or Confirmed
Violation(s).

The Registered Entity’s action plan to prevent recurrence of the Alleged or
Confirmed violation(s).

The anticipated impact of the Mitigation Plan on the bulk power system
reliability and an action plan to mitigate any increased risk to the reliability of the
bulk power-system while the Mitigation Plan is being implemented.

A timetable for completion of the Mitigation Plan including the completion date
by which the Mitigation Plan will be fully implemented and the Alleged or
Confirmed Violation(s) corrected.

Key implementation milestones no more than three (3) months apart for
Mitigation Plans with expected completion dates more than three (3) months
from the date of submission. Additional violations could be determined for not
completing work associated with accepted milestones.

Any other information deemed necessary or appropriate.

The Mitigation Plan shall be signed by an officer, employee, attorney or other
authorized representative of the Registered Entity, which if applicable, shall be
the person that signed the Self-Certification or Self Reporting submittals.

1. This submittal form must be used to provide a required Mitigation Plan for review
and acceptance by ReliabilityFirst and approval by NERC.

I1l.  This Mitigation Plan is submitted to ReliabilityFirst and NERC as confidential
information in accordance with Section 1500 of the NERC Rules of Procedure.

IV.  This Mitigation Plan Submittal Form may be used to address one or more related
Alleged or Confirmed violations of one Reliability Standard. A separate

! “Compliance Monitoring and Enforcement Program” of the ReliabilityFirst Corporation;” a copy of the
current version approved by the Federal Energy Regulatory Commission is posted on the ReliabilityFirst

website.
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mitigation plan is required to address Alleged or Confirmed violations with
respect to each additional Reliability Standard, as applicable.

V. If the Mitigation Plan is accepted by ReliabilityFirst and approved by NERC, a
copy of this Mitigation Plan will be provided to the Federal Energy Regulatory
Commission in accordance with applicable Commission rules, regulations and
orders.

VI.  ReliabilityFirst or NERC may reject Mitigation Plans that they determine to be
incomplete or inadequate.

VIl. Remedial action directives also may be issued as necessary to ensure reliability of
the BPS.
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Attachment E

Certification of Mitigation Plan Completion

(FAC-008-1, R1, dated March 26, 2009)
(FAC-009-1, R1, dated March 26, 2009)
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