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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 Colorado Energy Management - BCM 

FERC Docket No. NP10-_-000 
 
Dear Ms. Bose: 
 
The North American Electric Reliability Corporation (NERC) hereby provides this Notice of 
Penalty1 regarding Colorado Energy Management - BCM (CBCM), NERC Registry ID# 
NCR00213,2 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)).3 
 
On August 19, 2008, CBCM self-reported a possible violation of the Regional Reliability 
Standard VAR-STD-002b-1 WR1 to Western Electricity Coordinating Council (WECC) because 
the Power System Stabilizers (PSS) were not completely installed at CBCM’s newly acquired 
Malburg Generating Station and, therefore, were not in service as required by the Standard.  This 
Notice of Penalty is being filed with the Commission because, based on information from 
WECC, CBCM does not dispute the violation of VAR-STD-002b-1 WR1 and the proposed two 
thousand dollar ($2,000) penalty and other sanctions as required by the Regional Standard to be 
assessed to CBCM.  Accordingly, the violation identified as NERC Violation Tracking 
Identification Number WECC200801022 is a Confirmed Violation, as that term is defined in the 
NERC Rules of Procedure and the CMEP. 
 
 

 
1 Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment, 
Approval, and Enforcement of Electric Reliability Standards (Order No. 672), III FERC Stats. & Regs. ¶ 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. ¶ 31,242 (2007) (Order No. 693), reh’g 
denied, 120 FERC ¶ 61,053 (2007) (Order No. 693-A).  See 18 C.F.R § 39.7(c)(2). 
2 Western Electricity Coordinating Council confirmed that CBCM was included on the NERC Compliance Registry 
as a Generator Operator on September 18, 2008 and, as such, is subject to the requirements of Regional Reliability 
Standard VAR-STD-002b-1. 
3 See 18 C.F.R § 39.7(c)(2). 
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Statement of Findings Underlying the Violation 
 
This Notice of Penalty incorporates the findings and justifications set forth in the Notice of 
Confirmed Violation and Proposed Penalty or Sanction (NOCV) issued on October 21, 2009, by 
WECC.  The details of the findings and basis for the penalty are set forth herein.  This Notice of 
Penalty filing contains the basis for approval of this Notice of Penalty by the NERC Board of 
Trustees Compliance Committee (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 the Reliability Standard at issue in this Notice of Penalty. 
 

Region 
Registered 

Entity 
NOC 

ID 
NERC Violation 

ID 
Reliability Std. 

Req. 
(R) 

VRF
Total 

Penalty
($) 

WECC 
Colorado Energy 
Management - 
BCM 

NOC-
397 

WECC200801022 VAR-STD-002b-1 WR1 N/A 2,000 

 
VAR-STD-002b-1 
The purpose of Regional Reliability Standard VAR-STD-002b-1 is to ensure that PSS on 
generators are kept in service at all times, unless one of the exemptions listed in Section C 
(Measures) applies, and shall be properly tuned in accordance with WECC requirements. 
 

VAR-STD-002b-1 WR1 requires each Generator Operator, such as CBCM, to 
keep PSS on generators in service at all times, unless one of the exemptions listed 
in Section C (Measures) applies, and shall be properly tuned in accordance with 
WECC requirements.  VAR-STD-002b-1 WR1 does not have a Violation Risk 
Factor (VRF). 

 
On August 19, 2008, following a review and inspection of its newly acquired Malburg 
Generating Station, CBCM self-reported a violation of VAR-STD-002b-1 WR1.  The previous 
operators had represented that the PSS were installed on all generators at the time of sale; 
however, CBCM’s post-acquisition investigation discovered that the PSS were not completely 
installed and thus not operational.  CBCM self-reported a violation because the Standard requires 
that PSS on generators shall be kept in service at all times. 
 
A WECC subject matter expert (SME) reviewed CBCM’s Self-Report and determined that 
CBCM had a possible violation of the Standard.  The SME forwarded the Self-Report and 
findings to the WECC Enforcement Department (WECC Enforcement) for its review and 
consideration. 
 
WECC Enforcement reviewed the Self-Report and the SME’s findings.  WECC Enforcement 
determined that CBCM had a violation of this Standard because the generator’s PSS were not 
installed, and thus were not in service at all times.  In addition, none of the exemptions in Section 
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C applied.  WECC determined the duration of the violation to be from September 18, 2008,4 the 
date that CBCM was included on the NERC Compliance Registry, through March 13, 2009, 
when CBCM completed its Mitigation Plan. 
 
Regional Entity’s Basis for Penalty 
For penalty determination purposes, VAR-STD-002b-1 WR1 states that sanctions for non-
compliance are to be addressed pursuant to the table contained within the Regional Reliability 
Standard.  In accordance with the Standard, WECC assessed a Level 4 of non-compliance 
because CBCM’s Malburg Generating Station had its PSS out of service for more than 150 
calendar days.  According to the Sanction Table in the Standard, the sanction for a single 
occurrence of Level 4 non-compliance is the “higher of $2,000 or $2 per MW of Sanction 
Measure.”  Because the Malburg Generating Station has a rated capacity of 134 MW, it was 
appropriate to use the higher penalty of two thousand dollars ($2,000).  In addition, the Sanction 
Table states that all monetary sanctions shall also include the issuance of a Letter B.5 
 
In addition, WECC considered the following mitigating factors: (1) the instant violation is 
CBCM’s first violation of VAR-STD-002b-1 WR1; (2) CBCM self-reported the violation; (3) 
CBCM was cooperative throughout the compliance enforcement process; (4) there was no 
evidence of any attempt to conceal a violation nor evidence of intent to do so; (5) CBCM 
demonstrated a positive culture of compliance by self-reporting the violation concurrent with its 
application for registration with NERC; and (6) WECC determined that the violation did not 
pose a serious or substantial risk to the bulk power system (BPS) because, although the PSS was 
out of service, the facility operates at 134 MW and caused no system disturbances. 
 
Therefore, WECC determined that, in this instance, the penalty amount of two thousand dollars 
($2,000) and the issuance of Letter B are appropriate and bears a reasonable relation to the 
seriousness and duration of the subject violation.   
 
Status of Mitigation Plan6 
 
CBCM’s Mitigation Plan to address its violation of VAR-STD-002b-1 WR1 dated October 13, 
2008 was submitted to WECC on October 16, 2008 with a proposed completion date of March 8, 
2009.  The Mitigation Plan was accepted by WECC on October 28, 2008 and approved by 
NERC on December 31, 2008.  The Mitigation Plan for this violation is designated as MIT-08-
1183 and was submitted as non-public information to FERC on December 31, 2008 in 
accordance with FERC orders.  On December 10, 2008, CBCM submitted a revised Mitigation 
Plan, dated December 8, 2008, to WECC extending the proposed completion date to November 
16, 2009.  This revised Mitigation Plan was accepted by WECC on December 12, 2008.  On 
March 2, 2009, CBCM submitted another revised Mitigation Plan to WECC changing the 

                                                 
4 Although the instant violation began prior to September 18, 2008, CBCM was not included on the NERC 
Compliance Registry until that date, and therefore, the violation was not enforceable until September 18, 2008. 
5 Letter B is sent to CBCM’s Chief Executive Officer informing CBCM of non-compliance, with copies of the letter 
provided to NERC, the WECC Member Representative, the WECC Operating Committee Representative, CBCM’s 
Chairman of the Board (if different from the CEO), state or provincial regulatory agencies with jurisdiction over 
CBCM, FERC and the Department of Energy, if such governing entities request such information. 
6 See 18 C.F.R § 39.7(d)(7). 
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proposed completion date to March 16, 2009, which was earlier than the previously approved 
completion date.  This revised Mitigation Plan was accepted by WECC on March 9, 2009 and 
approved by NERC on August 20, 2009.  The revised Mitigation Plan is also designated as MIT-
08-1183 and was submitted as non-public information to FERC on August 20, 2009. 
 
CBCM’s Mitigation Plan required CBCM to specify the scope of the work to get the PSS 
operational by October 24, 2008, arrange for vendor quotes by November 15, 2008, award a 
contract for the work by January 1, 2009, and have the work performed and tested by March 16, 
2009. 
 
CBCM certified on March 16, 20097 that its Mitigation Plan was completed on March 13, 2009.  
As evidence of completion of its Mitigation Plan, CBCM submitted its VG Power Prelim Report 
which featured a summary stating that all three generation units had been handed over for 
commercial usage as well as a description of completed testing performed on the units.  CBCM 
also provided a copy of its Kestrel Prelim Report which stated that testing was completed and 
confirmed that each unit meets WECC requirements and is operating.  Now that the PSS are 
operational, CBCM will keep the PSS in service at all times, as required by the Standard. 
 
On March 31, 2009, after WECC’s review of CBCM’s submitted evidence, WECC verified that 
CBCM’s Mitigation Plan was completed on March 13, 2009 and notified CBCM in a letter dated 
April 8, 2009 that it was in compliance with VAR-STD-002b-1 WR1. 
 
Statement Describing the Proposed Penalty, Sanction or Enforcement Action Imposed8 
 

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,9 the NERC BOTCC reviewed 
the NOCV and supporting documentation on February 10, 2010.  The NERC BOTCC approved 
the assessment of a two thousand dollar ($2,000) financial penalty against CBCM and the 
issuance of Letter B based upon WECC’s findings and determinations, the NERC BOTCC’s 
review of the applicable requirements of the Commission-approved Reliability Standards and the 
underlying facts and circumstances of the violation at issue.   
 
In reaching this determination, the NERC BOTCC considered the following factors:   

(1) CBCM self-reported the violation; 
(2) The penalty was determined in accordance with the Regional Reliability Standard; 
(3) The violation is the first violation of VAR-STD-002b-1 WR1 by CBCM; 
(4) WECC reported CBCM was cooperative throughout the compliance enforcement 

process; 

 
7 CBCM’s Certification of Mitigation Plan was not dated, however, this date was provided by WECC. 
8 See 18 C.F.R § 39.7(d)(4). 
9 North American Electric Reliability Corporation, “Guidance Order on Reliability Notices of Penalty,” 124 FERC ¶ 
61,015 (2008). 
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(5) CBCM demonstrated a positive culture of compliance by self-reporting the violation 
concurrent with its application for registration with NERC; 

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

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

 
For the foregoing reasons, the NERC BOTCC believes that the proposed penalty of two 
thousand dollars ($2,000) and the issuance of Letter B is appropriate for the violations and 
circumstances in question, and is consistent with NERC’s goal to promote and ensure reliability 
of the BPS. 
 
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) CBCM’s Self-Report for VAR-STD-002b-1 WR1 dated August 19, 2008, included as 
Attachment a; 

b) CBCM’s Mitigation Plan designated as MIT-08-1183 for VAR-STD-002b-1 WR1 dated 
October 13, 2008, included as Attachment b; 

c) CBCM’s Revised Mitigation Plan designated as MIT-08-1183 for VAR-STD-002b-1 WR1 
submitted December 10, 2008, included as Attachment c; 

d) CBCM’s Revised Mitigation Plan designated as MIT-08-1183 for VAR-STD-002b-1 WR1 
submitted March 2, 2009, included as Attachment d; 

e) CBCM’s Certification of Completion of the Mitigation Plan for VAR-STD-002b-1 WR1 
submitted March 16, 2009, included as Attachment e; and 

f) WECC’s Verification of Completion of the Mitigation Plan for VAR-STD-002b-1 WR1 
dated April 8, 2009, included as Attachment f. 

 
A Form of Notice Suitable for Publication10 
 
A copy of a notice suitable for publication is included in Attachment g. 
 

 
10 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* 
President and Chief Executive Officer 
David N. Cook* 
Vice President and General Counsel 
North American Electric Reliability Corporation 
116-390 Village Boulevard 
Princeton, N.J. 08540-5721 
(609) 452-8060 
(609) 452-9550 – facsimile 
gerry.cauley@nerc.net 
david.cook@nerc.net 
 
Christopher Luras* 
Manager of Compliance Enforcement 
Western Electricity Coordinating Council 
615 Arapeen Drive, Suite 210 
Salt Lake City, UT 84108-1262 
(801) 883-6887 
(801) 883-6894 – facsimile 
CLuras@wecc.biz 
 
 
Martin J. Wenzel* 
President & Chief Executive Officer 
Colorado Energy Management – BCM 
2575 Park Lane, Suite 200 
Lafayette, CO 80026 
(303) 607-5610 
(303) 442-5113 – facsimile 
mwenzel@coloradoenergy.com 
 
 
 
 
*Persons to be included on the Commission’s 
service list are indicated with an asterisk.  
NERC requests waiver of the Commission’s 
rules and regulations to permit the inclusion of 
more than two people on the service list. 

Rebecca J. Michael* 
Assistant General Counsel 
Holly A. Hawkins* 
Attorney 
North American Electric Reliability Corporation 
1120 G Street, N.W. 
Suite 990 
Washington, D.C. 20005-3801 
(202) 393-3998 
(202) 393-3955 – facsimile 
rebecca.michael@nerc.net 
holly.hawkins@nerc.net 
 
Louise McCarren* 
Chief Executive Officer 
Western Electricity Coordinating Council 
615 Arapeen Drive, Suite 210 
Salt Lake City, UT 84108-1262 
(801) 883-6868 
(801) 582-3918 – facsimile 
Louise@wecc.biz 
 
Constance White* 
Vice President of Compliance 
Western Electricity Coordinating Council 
615 Arapeen Drive, Suite 210 
Salt Lake City, UT 84108-1262 
(801) 883-6885 
(801) 883-6894 – facsimile 
CWhite@wecc.biz 
 
Steven Goodwill* 
Associate General Counsel 
Western Electricity Coordinating Council 
615 Arapeen Drive, Suite 210 
Salt Lake City, UT 84108-1262 
(801) 883-6857 
(801) 883-6894 – facsimile 
SGoodwill@wecc.biz 
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Conclusion 
 
NERC respectfully requests that the Commission accept this Notice of Penalty as compliant with 
its rules, regulations and orders. 
 

Respectfully submitted, 
 

 /s/ Rebecca J. Michael 
Gerald W. Cauley 
President and Chief Executive Officer 
David N. Cook 
Vice President and General Counsel 
North American Electric Reliability Corporation  
116-390 Village Boulevard 
Princeton, N.J. 08540-5721 
(609) 452-8060 
(609) 452-9550 – facsimile 
gerry.cauley@nerc.net 
david.cook@nerc.net 

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 

 
 
cc: Colorado Energy Management - BCM 
 Western Electricity Coordinating Council 
 
Attachments 
 





































eknutson
Text Box
June 1, 2009 and September 1, 2009 milestones to verify project is on schedule for November 16, 2009 completion date.







































 

  

 
 
 

Attachment e 
 

CBCM’s Certification of Completion of the 
Mitigation Plan for VAR-STD-002b-1 WR1 

submitted March 16, 2009 
 

 





Authorized Officer's Name: Martin J. Wenzel 

Authorized Officer's Title: President and CEO 

Date: 

WECC CEP - Mitigation Plan Template Page 2 of 2 

For Public Release - March 1, 2010



 

  

 
 
 

Attachment f 
 

WECC’s Verification of Completion of the 
Mitigation Plan for VAR-STD-002b-1 WR1 dated 

April 8, 2009 



                                CONFIDENTIAL 

W E S T E R N  E L E C T R I C I T Y  C O O R D I N A T I N G  C O U N C I L  •  W W W . W E C C . B I Z  
6 1 5  A R A P E E N  D R I V E  •  S U I T E  2 1 0  •  S A L T  L A K E  C I T Y  •  U T A H  •  8 4 1 0 8 - 1 2 6 2  •  P H  8 0 1 . 5 8 2 . 0 3 5 3  •  F X  8 0 1 . 5 8 2 . 3 9 1 8  

 

 
 
 
 

 
April 8, 2009 
 
 
 
Erik Knutson 
Plant Manager 
Colorado Energy Management - BCM 
4963 Soto Street 
Vernon, California 90058 
 
NERC Registration ID: NCR00213 
 
 
Subject:  Certification of Completion Response Letter 
 
Dear Erik Knutson, 
 
The Western Electricity Coordinating Council (WECC) has received the Certification of 
Completion and supporting evidence on 3/16/2009 for Colorado Energy Management - 
BCM CBCM’s alleged violation of Reliability Standard VAR-STD-002b-1 and 
Requirement(s) WR1.  Listed below is the outcome of WECC’s official review. 
 
WECC has accepted the Certification of Completion for Requirement(s) WR1 of the 
Reliability Standard VAR-STD-002b-1 and have found these requirements to be fully 
mitigated.  No further mitigation of these requirements will be required at this time. 
 
If you have any questions or concerns, please contact Mike Wells at mike@wecc.biz. 
Thank you for your assistance in this effort. 
 
Sincerely, 

Laura Scholl 

Laura Scholl 
Managing Director of Compliance 
 
 
LS:cm 
cc: Kevin Moe, CBCM O&M Manager 
 Lisa Milanes, WECC Manager of Compliance Program Administration 
 Mike Wells, WECC Senior Compliance Engineer

Laura Scholl
Managing Director of Compliance

801.819.7619 
lscholl@wecc.biz

For Public Release - March 1, 2010



 

  

 
 
 

Attachment g 
 

Notice of Filing 

 

 



UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULATORY COMMISSION 

 
 
Colorado Energy Management - BCM   Docket No. NP10-___-000 
 
 

NOTICE OF FILING 
March 1, 2010 

 
Take notice that on March 1, 2010, the North American Electric Reliability 

Corporation (NERC) filed a Notice of Penalty regarding Colorado Energy Management - 
BCM in the Western Electricity Coordinating Council region. 
 

Any person desiring to intervene or to protest this filing must file in accordance 
with Rules 211 and 214 of the Commission’s Rules of Practice and Procedure (18 CFR 
385.211, 385.214).  Protests will be considered by the Commission in determining the 
appropriate action to be taken, but will not serve to make protestants parties to the 
proceeding.  Any person wishing to become a party must file a notice of intervention or 
motion to intervene, as appropriate.  Such notices, motions, or protests must be filed on 
or before the comment date.  On or before the comment date, it is not necessary to serve 
motions to intervene or protests on persons other than the Applicant. 

 
The Commission encourages electronic submission of protests and interventions 

in lieu of paper using the “eFiling” link at http://www.ferc.gov.  Persons unable to file 
electronically should submit an original and 14 copies of the protest or intervention to the 
Federal Energy Regulatory Commission, 888 First Street, N.E., Washington, D.C. 20426. 
 

This filing is accessible on-line at http://www.ferc.gov, using the “eLibrary” link 
and is available for review in the Commission’s Public Reference Room in Washington, 
D.C.  There is an “eSubscription” link on the web site that enables subscribers to receive 
email notification when a document is added to a subscribed docket(s).  For assistance 
with any FERC Online service, please email FERCOnlineSupport@ferc.gov, or call 
(866) 208-3676 (toll free).  For TTY, call (202) 502-8659. 
 
Comment Date: [BLANK] 
 
 

Kimberly D. Bose, 
Secretary 
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