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NAME OF PERSON REPORTING POSSIBLE STANDARD VIOLATION(S

CONTACT NAME
John Bussman

CONTACT E-MAIL
jbussman@aedi.org
REPORTING COMPANY NAME ANONYMOUS? (Y/N)
AECI

NUMBER

CONTACT TELEPHONE
417-885-9216

NERC OR REGIONAL STANDARD(S) AND SPECIFIC REQUIREMENT(S) POSSIBLY

VIOLATED

NAME OF COMPANY POSSIBLY VIOLATING STANDARD(S)
AECI BA
DATE OF POSSIBLE
STANDARD # AND VERSION MEASURE / REQUIREMENT VIOLATION(S
BAL-005 R8.1 4/11-4/12 2008

POSSIBLE VIOLATION DESCRIPTION, REASON FOR COMPLAINT, OR QUESTION
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NERC standard BAL-005 ensures Balancing Authorities have Automatic Generation Control
(AGC). To perform this function the BA is required to calculate Area Control Error (ACE). One
of the inputs to the ACE equation is frequency deviation. This is the Frequency Actual —
Frequency Scheduled. If the Frequency Actual is unavailable, System Operators may switch
to flat tie-line control. This sets the Frequency Actual to 60Hz and the frequency deviation
becomes OHz. Typical numbers for the frequency deviation at AECI, a part of the Eastern
Interconection, are around 0.005Hz.

BAL-005-R8 states the Balancing Authority shall ensure that data acquisition for and
calculation of ACE occur at least every six seconds.

BAL-005 R8.1 states each Balancing Authority shall provide redundant and
independent frequency metering equipment that shall automatically activate upon detection of
failure of the primary source. This overall installation shall provide a minimum availability of
99.95%. (which equates to 4.3 hours per year).

This self report is based on the assumption that the 99.95% is minimum annual
availability

AECI has determined that it did not have redundant frequency metering equipment that would
automatically activate upon detection of failure of the primary source from approximately
November 19, 2007 to April 13, 2008. Additionally, the primary frequency metering device
failed and frequency was not being monitored for approximately 20 hours on April 11, 2008.
System operators were operating on flat tie-line control during this time and had appropriately
notified the Reliability Coordinator (TVA) of the situation.

The timeline of events were as follows:

Prior to November 19, 2007

AECI had its main frequency metering device at its main control facility in Springfield,
Missouri. A second frequency metering device was installed at the Thomas Hill Power Plant
(TH) at Clifton Hill, MO. This device was able to automatically activate upon detection of the
failure of the primary source.

November 19, 2007

Technicians removed the device at TH to bring it back to Headquarters in Springfield, MO for
testing. After testing was completed, the second device was placed on the shelf and was
available for installation as the backup device.

Prior to the April 11,2008 event

The device was installed during the first quarter of 2008 in the electronic rack next to the
primary device; powered up and ready for service. The logic was if the primary device failed,
the only change would be to swap over the antenna from the primary to the backup.

On or about April 10, 2008
The primary device started failing on an intermittent basis.

April 11, 2008 approximately 3:15 p.m.

The primary device failed. The technicians did swap over the antenna from the primary to the
backup device. However, this did not resolve the issue. After troubleshooting the system, it
was determined that the antenna was the failure mechanism. This occurred at around 8 p.m.
In order to repair the antenna, parts were needed and not available until Saturday, April
12,.2008. The technicians informed the system operators of the situation and the system
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operators stated that the system could remain on flat tie-line control until the repairs were
made.

April 12, 2008
The technicians came back with the proper parts and repaired the antenna system. The main

frequency meter was back in service at or around 11:20 a.m.

April 14, 2008
The technicians again installed the second device on to the system such that if the primary

were to fail, the backup would be automatically available. After the backup was installed
AECI was in full compliance with BAL-005.

How Did This Non-Compliance Occur

Operations and IT staff were unaware of the BAL-005 Requirement 8.1 discussed above.
After working into the evening of Friday, April 11", staff returned the morning of Saturday April
12 to complete the repair. If such staff had been aware of the 99.95% availability
requirement, they would have installed a temporary antenna system to get the system
operational on 4/11/2008 until the more permanent design was complete.

How Was The Noncompliance Found?

On May 26, 2008, AECI has created a permanent position with the title Reliability Compliance
Manager (RCM). One of the primary responsibilities of the RCM is to ensure that AECI is in
compliance with all the NERC standards.

An internal audit of the standards has been implemented. This audit reviews the NERC
requirements, using the RSAW'’s as guidance. During the review, the events described above
were discovered.

What Is AECI Doing To Ensure Continued Compliance With R8.1 of BAL-005?

AECI is training the appropriate personnel (both system operators and technicians) to ensure
that the requirements of the subject standard are being met. A review of all NERC standards
is ongoing to ensure that the Requirements for the appropriate NERC and SERC standards
are acknowledged by the appropriate personnel.

AECI is in the process of installing a new EMS which is scheduled to be in service in
September 2008. The new EMS will frequently sample and alert System Operators to any
problems with the backup interconnection frequency measurement devices, a feature that is
not available in the existing EMS. The tentative plan, is to have two frequency devices
installed at AECI headquarters and a third device installed at a backup site. Having a third
device installed allows one device to be out for repair and still maintain compliance with the
requirements of the BAL-005 standard

What is AECI Doing to Improve Their Compliance Program?

AECI takes Compliance very seriously and has made great strides in improving its
Compliance program. The AECI Board of Directors has recently approved a company wide
Corporate Compliance Policy, named a Chief Compliance Officer for all compliance related
issues and has approved a position for a Reliability Compliance Manager (RCM) associated
with maintaining compliance with the NERC and SERC standards.

The Board approved Compliance Policy for all employees is associated with ensuring that
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AECI is compliant with all pertinent local, state, and federal laws and regulations. AECI has
drafted and will approve a procedure associated specifically with the NERC requirements. All
employees are being trained on the compliance policy and the new procedure associated with
the NERC standards.

AECI has designated our General Counsel as the Chief Compliance Officer. One of his roles
is to oversee and review all issues related to AECI’s compliance with applicable federal, state
and local laws and regulations across the organization. This includes providing objective
assessments of the company’s compliance with such laws and regulations. The Chief
Compliance Officer will also assist in the development and implementation of policies and
procedures to ensure that AECI’s practices remain observant to all pertinent local, state, and
federal laws and regulations.

As of May 26, 2008, AECI has an RCM. Responsibilities will include: producing and
implementing an internal compliance program; ensuring compliance procedures are
produced, reviewed and revised as needed and required for all NERC and SERC standards
applicable to AECI; assisting in ensuring all the applicable requirements of the NERC
standards are met; evaluating newly acquired facilities and incorporating those into the
compliance program; coordinating all phases of an audit and review; ensuring periodic filings,
compliance statements and letters of certification are finished and submitted on time;
attending regular training to ensure staff knowledge is current on compliance.

As part of the internal compliance program, AECI has made a significant investment in
compliance software that will assist AECI in staying compliant with all the applicable
standards requirements. This software keeps all the NERC requirements up-to-date and
provides the ability to assign accountability to each requirement of all the NERC standards
that are applicable to AECI, and was instrumental in the discovery of this infraction.

Based on these improvements in the compliance area, AECI will continue to progress and
develop its internal compliance program to ensure compliance with all the NERC standards
and ensure reliability of the Bulk Electric System.

RELIABILITY IMPACT (IF KNOWN

The Violation Severity Level (VSL) for the subject Requirement is considered (High). The
Violation Risk Factor is considered to be (Moderate). However, AECI believes that the risk to
reliability of the Bulk Electric System (BES) was low during this period of time that the system
was operating on Flat Tie-Line control,

The NERC standard BAL-005 provides the requirements for a BA to ensure that it operates
on AGC. The standard requires that AGC be performed using the ACE equation. As
discussed above, one of the functions within the ACE equation is Frequency Deviation.
Typically the frequency deviation is in the 0.005Hz range. However, if there were a very large
disturbance on the system the deviation would be much greater and the AGC would keep the
system stable. If the Frequency Actual is unavailable the system operators operate the AGC
in flat tie-line control mode and notify the RC of the condition. If a large disturbance were to
happen during the period of time that an entity is operating in flat tie-line control mode, AGC is
still being performed, however, the frequency swing would have to be manually accounted for
by the system operators with coordination from the RC.

AECI’s frequency bias setting was 44.5 MW / 0.1 Hz at the time of loss of interconnection
frequency signal and resultant operation on Flat Tie-Line control. During the same period,
AECI’s online generation was 1906 MW peak for 4/12/08, and the average frequency
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deviation during this period was -0.003Hz. Given AECI’s low frequency bias setting, a
significant frequency deviation on the Eastern Interconnection would not result in a significant
impact to system frequency. Additionally, AECI System Operators had alerted AECI's
Reliability Coordinator (TVA) of our operation on Flat Tie Line bias. Had a significant
frequency disturbance occurred, AECI operators, working with the Reliability Coordinator
could have manually entered an offset into AGC to account for the loss of the signal based on
frequency deviation. Therefore, the risk to the reliability of the BES was low.

SERC Staff will contact the person providing the report as soon as possible.

If you do not receive aresponse from SERC Staff within 2 business days please contact
the SERC office (704-357-7372).

Please complete the form as completely as possible and email to
serccomply@sercl.org.
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Thomas J. Galloway, Yice President and Director of Compliance
SERC Reliability Corporation

2815 Coliseum Centre Drive | Suite 500

Charlotte, NC 28217

SE Rc 704357.7372 | Fax 704.357.7914 | wunw.serc1.org

SERC Reliability Corporation

CONFIDENTIAL — Non-Public Information

August 18, 2009 VIA EMAIL

Associated Electric Cooperative, Inc.
John Bussman

Manager, Reliability Compliance
P.O. Box 754

Springfield, MO 65801
jbussman@aeci.org

Re: Notice of Proposed Expedited Disposition of Alleged Violation

Dear John,

This letter is giving notice that SERC Reliability Corporation (SERC) proposes expedited
disposition of the alleged violation involving Associated Electric Cooperative, Inc.
(“AECI”) listed in Attachment B and described in the Determination Summary included
as Attachment C. Please review the information below and respond in writing no
later than three (3) days from the date of this Notice. Your response should be
submitted to my attention at serccomply@sercl.org. If you have questions, please call
John Wolfmeyer at 704-940-8216.

SERC intends to submit to the North American Electric Reliability Corporation (“NERC")
for filing with the Federal Energy Regulatory Commission (“FERC” or “Commission”) a
request to expedite resolution of the alleged violation listed in Attachment B and to
accept disposition of the alleged violation under the terms of the Agreement in
Attachment A hereto, based on the following factors:

e The violation does not pose a serious or substantial risk to system reliability.

e The violation occurred, and was reported to or identified by SERC, prior to July 3,
2008.

e The violation has been mitigated with mitigation plan completion verified by
SERC.

This proposed expedited disposition will result in the assessment of the penalty identified
for the violation listed in Attachment B if this disposition is accepted by AECI and
approved by NERC and FERC.

Build effective teams ¢ Be service oriented and professional ¢ Build partnerships ¢ Deliver high quality results ¢ Balance work and family

For Public Release - September 22, 2009
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If AECI accepts this proposed expedited disposition, sign the attached Agreement and
return it to REGIONAL ENTITY within three (3) days after the date of this Notice. If
AECI does not wish to accept this proposed expedited disposition, sign the
attached OPT OUT ATTACHMENT A and return it to SERC within three (3) days
after the date of this Notice.

Sincerely,

Thomas J. Galloway
TJIG/clIr

cc: Ken Keels, SERC Manager of Compliance Enforcement
Marisa Sifontes, SERC Compliance Legal Counsel
John Wolfmeyer, SERC Compliance Engineer

Attachments:

A. Agreement/Decision to Opt Out

B. List of Violations and associated Penalties
C. Determination Summary

For Public Release - September 22, 2009
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ATTACHMENT A

AGREEMENT

Associated Electric Cooperative, Inc. (“AECI") and SERC Reliability Corporation
(“SERC") agree to the following:

1. Acceptance of this Agreement results in the assessment of $6,000.00 for the
violation listed in Attachment B and described in Attachment C, subject to
approval by the North American Electric Reliability Corporation (“NERC”) and the
Federal Energy Regulatory Commission (“FERC” or “Commission”). Monetary
penalty payments must be made by check, or by wire transfer to a SERC
account that will be outlined in an invoice sent to AECI within twenty days after
the Agreement is either approved by the Commission or is rendered effective by
operation of law. Payment of this invoice shall be made within twenty days after
the receipt of the invoice, and AECI shall notify NERC, and NERC shall notify the
Commission, if the payment is not received.

2. The violation listed in Attachment B and described in Attachment C will be
considered Confirmed Violation for all purposes and may be used as aggravating
factors in accordance with the NERC Sanction Guidelines for determining
appropriate monetary penalties or sanctions for future violations.

3. AECI attests there have been no repeat occurrences of the violation listed in
Attachment B and described in Attachment C as of the date of this attestation.

4. If AECI does not make the monetary penalty payment above at the times agreed
by the parties, interest payable to SERC will begin to accrue pursuant to the
Commission's regulations at 18 C.F.R. § 35.19(a)(2)(iii) from the date that
payment is due, in addition to the penalty specified above.

5. Inthe event AECI fails to make the monetary penalty payment set forth below,
SERC will initiate enforcement, penalty, or sanction actions against AECI to the
maximum extent allowed by the NERC Rules of Procedure, up to the maximum
statutorily allowed penalty. Except as otherwise specified in this Settlement
Agreement, AECI shall retain all rights to defend against such enforcement
actions, according to the NERC Rules of Procedure.

6. The expedited disposition agreed to herein represents a full and final disposition
of the violation listed in Attachment B, subject to approval by NERC and FERC.

For Public Release - September 22, 2009
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Accepted:

ASSOLIATED ELEQTRIC COOPERATIVE, INC.

August 19, 2009

Name ( Date

Director, Engineering & Operations

Title

SERC RELIABILITY CORPORATION

\QLQI/\/ 5;/ Z; 29

Thomas J. Galloway Date
Vice President and Director of Compliance

For Public Release - September 22, 2009
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OPT OUT ATTACHMENT A

O/ ? Decision to Opt Out
Associated ?ﬁc Cooperative, Inc. declines to participate in the expedited resolution
|

of the identifie %ﬂion or alleged violation.

ASSOCIATED ELECTIQ COOPERATIVE, INC.

Name @ Date

Title

For Public Release - September 22, 2009
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Accepted:

ASSOCIATED ELECTRIC COOPERATIVE, INC.

PN
Nam€ Date

0.,

Title o WQ
Q

SERC RELIABILITV@ PORATION

@A;
Thomas J. Galloway (U4
Vice President and Director of Cm‘ﬂiance

Date

For Public Release - September 22, 2009
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ATTACHMENT B

List of Violations

SERC . , .

Tracking NERC\I/[')OIat'On Regls'gered Standard | Requirement | Penalty
4 ntity

08-063 SERC200800149 | AECI BAL-005-1 | 8 $6000

For Public Release - September 22, 2009




ATTACHMENT C

' Regional Determination of ~ conficential wni
w2€RC  Alleged Violaton Summary "R

Region: SERC Reliability Corporation

Registered Entity; Associated Electric Cooperative, Inc.
NERC Registry ID:  NCRO01177
NERC Violation ID: SERC200800149 Regional ID: 08-063

Date Alleged Violation reported to or discovered by SERC:  6/27/2008

Method of Discovery: Self-Reporting Sufficient Basis:
Standard: BAL-005-0
Requirement: 8.1

Text of Requiremem: R8. The Balancing Authority shall ensure that data acquisition for and calculation of ACE occur at
least every six seconds.
R8.1. Each Balancing Authority shall provide redundant and independent frequency metering
equipment that shall automatically activate upon detection of failure of the primary
source. This overall installation shall provide a minimum availability of 99.95%.

Regional Description of Violation:

Factual Basis: On June 27, 2008, Entity submitted a detailed Self-Report identifying a possible violation of
BAL-005 R8.1. The Self-Report included a timeline of events, description of how the possible
violation occurred and how it was discovered by Entity, what Entity is doing to restore
compliance and ensure continuing compliance with the standard, what Entity is doing to
improve its compliance program, and Entity's assessment of the impact of the violation on the
reliability of the bulk power system.

From the date of mandatory standards (June 18, 2007) Entity had a functional automatic
backup for the frequency device. On November 19, 2007, Entity removed the secondary
device from service and operated without automatic secondary back-up until April 14, 2008.
Therefore, the device was not available for automatic activation for 147 days.

Furthermore, during the time the secondary device was removed from service, the primary
frequency metering failed and as a result frequency monitoring capability was not available for
a period of 20 hours on April 11, 2008 to April 12, 2008. System operators were operating on
flat tie-line control to determine ACE during this time and had appropriately notified the
Reliability Coordinator of the situation.

The minimum availability requirement of 99.95% equates to 4.38 hours of outage per year.
Thus, the availability of the installation was less than the minimum availability of 99.95%
required by the standard.

Conclusion Summary: Entity did not provide redundant and independent frequency metering equipment that was
capable of automatic activation upon detection of failure of the primary source for a period of
147 days from November 19, 2007 through April 14, 2008 and the overall installation did not
achieve a minimum availability of 99.95% due to the outage of the frequency monitoring
capability for a period of 20 hours on April 11, 2008 to April 12, 2008. This is a violation of
BAL-005-1 Requirement 8.1.

A Medium VRF is assigned to Requirement 8.1, consistent with the Commission-approved
VRF table. A High VSL is assessed for this alleged violation, consistent with the VSL and
Level of Non-Compliance indicated at the time the alleged violation occurred. On December
19, 2008, the Commission approved a binary VSL of Severe to violations of BAL-005 R8.1.

[Determination text revised on 3/13/09, superseding previous Determination dated 7/13/08.]

Repeat Alleged Violation: No

For Public Release - September 22, 2009
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O Regional Determination of Confidential (unti

=28 Alleged Violaton Summary

filed with FERC)

Compliance Assessment Notification Date: ~ 7/2/2008 |

Violation Risk Factor (VRF): \Medium
Violation Severity Level (VSL): ~ High

Regional Determination of VSL.:

A High VSL is assessed for this alleged violation, consistent with the VSL and Level of
Non-Compliance indicated at the time the alleged violation occurred. On December 19,

2008, the Commission approved a binary VSL of Severe to violations of BAL-005 R8.1.

Regional Determination of Impact to BPS: ~ Minimal

Regional Detailed Description of Impact to BPS:

Begin Date of Alleged Violation: ~ 4/11/2008
Staff Peer Review:
Staff Peer Review Date:

Compliance Enforcement Manager Review:

Compliance Enforcement Manager Review Date:

Compliance Director Review:

Compliance Director Review Date:

SERC Staff concluded that there was minimal actual or foreseeable
impact on the reliability of the bulk-power system. AECI’s
frequency bias setting was 44.5MW per 0.1Hz during the period of
time when the device failed and operation on flat tie-line control
ensued. AECI’s peak online generation on April 11-12, 2008 was
1906 MW and the average frequency deviation during the period of
flat tie-line control was 0.003Hz. Given AECI’s low frequency bias
setting, a significant frequency deviation on the Eastern
Interconnection would not have resulted in a significant adjustment
by AECI's units on AGC and the units’ failure to respond would not
have had a significant impact to system frequency recovery.
Additionally, AECI system operators had alerted AECI’s Reliability
Coordinator of AECI’s operation on flat tie-line control. Had a
significant frequency disturbance occurred, AECI system operators,
working with its RC, could have manually entered an offset into
AGC to account for the disturbance. Therefore, the alleged
violation resulted in minimal actual or foreseeable impact on the
reliability of the bulk power system.

Mark Ladrow
3/13/2009

Ken Keels

3/29/2009

Tom Galloway

3/31/2009

For Public Release - September 22, 2009
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Mitigation Plan Submittal Form

Date this Mitigation Plan is being submitted: 9/2/2008

If this Mitigation Plan has already been completed:
e Check this box [X] and
e Provide the Date of Completion of the Mitigation Plan: 4/14/2008

Section A:

Compliance Notices

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

(1)

(2)

3)
(4)

(5)

(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
guestions regarding the status of the Mitigation Plan. This person may be the
Registered Entity’s point of contact described in Section 2.0.

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.

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.

! “Uniform Compliance Monitoring and Enforcement Program of the North American Electric
Reliability Corporation;” a copy of the current version approved by the Federal Energy Regulatory
Commission is posted on NERC's website.

Derived from NERC Form Version 1.7Page 1 of 12 Form Rev. Date — 8/15/08
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For Public Release - September 22, 2009
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This submittal form shall be used to provide a required Mitigation Plan for review and
approval by SERC and NERC.

The Mitigation Plan shall be submitted to SERC and NERC as confidential
information in accordance with Section 1500 of the NERC Rules of Procedure.

This Mitigation Plan form may be used to address one or more related violations of
one Reliability Standard. A separate mitigation plan is required to address violations
with respect to each additional Reliability Standard, as applicable.

If the Mitigation Plan is approved by SERC and 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.

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

Remedial action directives also may be issued as necessary to ensure reliability of
the bulk power system.

Section B: Reqistered Entity Information

B.1

B.2

Identify your organization:

Company Name: Associated Electric Cooporative Inc. (AECI)
Company Address: 2814 S. Golden, Springfield, MO 65801
NERC Compliance Registry ID [if known]: NCR01177

Identify the individual in your organization who will serve as the Contact
to SERC regarding this Mitigation Plan. This person shall be technically
knowledgeable regarding this Mitigation Plan and authorized to respond
to SERC regarding this Mitigation Plan.

Name: John Bussman

Title: Manager, Reliability Compliance
Email: jbussman@aeci.org

Phone: 417-885-9216

Derived from NERC Form Version 1.7Page 2 of 12 Form Rev. Date — 8/15/08

CONFIDENTIAL INFORMATION
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Section C: Identity of Reliability Standard Violations
Associated with this Mitigation Plan

This Mitigation Plan is associated with the following violation(s) of the reliability
standard listed below:

C.l Standard: BAL-005-0
[Identify by Standard Acronym (e.g. FAC-001-1)]

C.2 Requirement(s) violated and violation dates:
[Enter information in the following Table]
NERC Violation ID # SERC Requirement | Violation Date"’
[if known] Violation ID Violated
# (e.g. R3.2)
[if known ]
SERCYYYYnnnnn 2008-063 R8.1 04/11/08

(*) Note: The Violation Date shall be: (i) the date that the violation occurred; (ii) the date that the
violation was self-reported; or (iii) the date that the violation has been deemed to have occurred
on by SERC. Questions regarding the date to use should be directed to SERC.

C.3 Identify the cause of the violation(s) identified above:

In order to properly identify the cause a brief description of the violation and the
timeline follows:

BAL-005-R8 states the Balancing Authority shall ensure that data acquisition for and
calculation of ACE occur at least every six seconds.

BAL-005 R8.1 states each Balancing Authority shall provide redundant and independent
frequency metering equipment that shall automatically activate upon detection of failure
of the primary source. This overall installation shall provide a minimum availability of
99.95%. (which equates to 4.3 hours per year based on the assumption that the 99.95% is
minimum annual availability)

Derived from NERC Form Version 1.7Page 3 of 12 Form Rev. Date — 8/15/08

CONFIDENTIAL INFORMATION
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AECI had determined that it did not have redundant frequency metering equipment that
would automatically activate upon detection of failure of the primary source from
approximately November 19, 2007 to April 13, 2008. Additionally, the primary
frequency metering device failed and frequency was not being monitored for
approximately 20 hours on April 11, 2008. System operators were operating on flat tie-
line control during this time and had appropriately notified the Reliability Coordintor
(TVA) of the situation.

The timeline of events were as follows:

Prior to November 19, 2007

AECI had its main frequency metering device at its main control facility in Springfield,
Missouri. A second frequency metering device was installed at the Thomas Hill Power
Plant (TH) at Clifton Hill, MO. This device was able to automatically activate upon
detection of the failure of the primary source.

November 19, 2007

Technicians removed the device at TH to bring it back to Headquarters in Springfield,
MO for testing. After testing was completed, the second device was placed on the shelf
and was available for installation as the backup device.

Prior to the April 11,2008 event

The device was installed during the first quarter of 2008 in the electronic rack next to the
primary device; powered up and ready for service. The logic was if the primary device
failed, the only change would be to swap over the antenna from the primary to the
backup.

On or about April 10, 2008
The primary device started failing on an intermittent basis.

April 11, 2008 approximately 3:15 p.m.

The primary device failed. The technicians did swap over the antenna from the primary
to the backup device. However, this did not resolve the issue. After troubleshooting the
system, it was determined that the antenna was the failure mechanism. This occurred at
around 8 p.m. In order to repair the antenna, parts were needed and not available until
Saturday, April 12,.2008. The technicians informed the system operators of the situation
and the system operators stated that the system could remain on flat tie-line control until
the repairs were made.

April 12, 2008
The technicians came back with the proper parts and repaired the antenna system. The
main frequency meter was back in service at or around 11:20 a.m.

Derived from NERC Form Version 1.7Page 4 of 12 Form Rev. Date — 8/15/08
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April 14, 2008

The technicians again installed the second device on to the system such that if the
primary were to fail, the backup would be automatically available. After the backup was
installed AECI was in full compliance with BAL-005.

On
How Did This Non-Compliance Occur

Operations and IT staff were unaware of the BAL-005 Requirement 8.1
discussed above. After working into the evening of Friday, April 11th, staff
returned the morning of Saturday April 12 to complete the repair. If such staff
had been aware of the 99.95% availability requirement, they would have
installed a temporary antenna system to get the system operational on 4/11/2008

until the more permanent design was complete.
[Provide your response here; additional detailed information may be provided as an
attachment as necessary]

C4 [Optional] Provide any relevant additional information regarding the
violations associated with this Mitigation Plan:

[Provide your response here; additional detailed information may be provided as an
attachment as necessary]
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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 violations
identified above in Part C.2 of this form:

AECI is training the appropriate personnel (both system operators and technicians) to
ensure that the requirements of the subject standard are being met. A review of all NERC
standards is ongoing to ensure that the Requirements for the appropriate NERC and
SERC standards are acknowledged by the appropriate personnel.

AECI is in the process of installing a new EMS which is scheduled to be in
service in November 2008. The new EMS will frequently sample and alert
System Operators to any problems with the backup interconnection frequency
measurement devices, a feature that is not available in the existing EMS.
Presently AECI has one device at the Headquarters building and a second
device located approximately 200 yards away from the headquarters building in
a separate building with independent power. The devices are being monitored

manually on a daily basis.
[Provide your response here; additional detailed information may be provided as an
attachment as necessary]

Check this box [X] and proceed to Section E of this form if this Mitigation
Plan, as set forth in Part D.1, has already been completed; otherwise
respond to Part D.2, D.3 and, optionally, Part D.4, below.

Mitigation Plan Timeline and Milestones

D.2

D.3

Provide the timetable for completion of the Mitigation Plan, including the
completion date by which the Mitigation Plan will be fully implemented
and the violations associated with this Mitigation Plan are corrected:

Enter Milestone Activities, with completion dates, that your organization
is proposing for this Mitigation Plan:

Milestone Activity Proposed Completion Date*
(shall not be more than 3 months apart)
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(*) Note: 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.

[Note: Provide your response here; additional detailed information may be provided as an
attachment as necessary]
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Additional Relevant Information (Optional)

D.4

If you have any relevant additional information that you wish to include
regarding the mitigation plan, milestones, milestones dates and
completion date proposed above you may include it here:

[Provide your response here; additional detailed information may be provided as an
attachment as necessary]

Section E: Interim and Future Reliability Risk

Check this box X and proceed and respond to Part E.2 and E.3, below, if
this Mitigation Plan, as set forth in Part D.1, has already been completed.

Abatement of Interim BPS Reliability Risk

E.l

While your organization is implementing the Mitigation Plan proposed in
Part D of this form, the reliability of the Bulk Power System 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 or is proposing as part
of the Mitigation Plan to mitigate any increased risk to the reliability of
the bulk power system while the Mitigation Plan is being implemented:

[Provide your response here; additional detailed information may be provided as an
attachment as necessary]

Prevention of Future BPS Reliability Risk

E.2

Describe how successful completion of the Mitigation Plan as laid out in
Part D of this form will prevent or minimize the probability that your
organization incurs further violations of the same or similar reliability
standards requirements in the future:

AECI takes Compliance very seriously and has made great strides in improving its
Compliance program. The AECI Board of Directors has recently approved a company
wide Corporate Compliance Policy, named a Chief Compliance Officer for all
compliance related issues and has approved a position for a Reliability Compliance
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Manager (RCM) associated with maintaining compliance with the NERC and SERC
standards.

The Board approved Compliance Policy for all employees is associated with ensuring
that AECI is compliant with all pertinent local, state, and federal laws and regulations.
AECI has drafted and will approve a procedure associated specifically with the NERC
requirements. All employees are being trained on the compliance policy and the new
procedure associated with the NERC standards.

AECI has designated our General Counsel as the Chief Compliance Officer. One of his
roles is to oversee and review all issues related to AECI’s compliance with applicable
federal, state and local laws and regulations across the organization. This includes
providing objective assessments of the company’s compliance with such laws and
regulations. The Chief Compliance Officer will also assist in the development and
implementation of policies and procedures to ensure that AECI’s practices remain
observant to all pertinent local, state, and federal laws and regulations.

As of May 26, 2008, AECI has an RCM. Responsibilities will include: producing and
implementing an internal compliance program; ensuring compliance procedures are
produced, reviewed and revised as needed and required for all NERC and SERC
standards applicable to AECI; assisting in ensuring all the applicable requirements of the
NERC standards are met; evaluating newly acquired facilities and incorporating those
into the compliance program; coordinating all phases of an audit and review; ensuring
periodic filings, compliance statements and letters of certification are finished and
submitted on time; attending regular training to ensure staff knowledge is current on
compliance.

As part of the internal compliance program, AECI has made a significant investment in
compliance software that will assist AECI in staying compliant with all the applicable
standards requirements. This software keeps all the NERC requirements up-to-date and
provides the ability to assign accountability to each requirement of all the NERC
standards that are applicable to AECI, and was instrumental in the discovery of this
infraction.

Based on these improvements in the compliance area, AECI will continue to
progress and develop its internal compliance program to ensure compliance

with all the NERC standards and ensure reliability of the Bulk Electric System.
[Provide your response here; additional detailed information may be provided as an
attachment as necessary]

E.3 Your organization may be taking or planning other action, beyond that
listed in the Mitigation Plan, as proposed in Part D.1, to prevent or
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minimize the probability of incurring further violations of the same or
similar standards requirements listed in Part C.2, or of other reliability
standards. If so, identify and describe any such action, including
milestones and completion dates:

AECI is in the process of replacing its EMS. After the new EMS is installed
there will be three redundant and independent frequency monitoring devices on
the system. The new EMS has the capability to inform system operators if any
of the three devices has failed. This will ensure that there are two redundant,
independent frequency monitoring devices available with automatic swapover at
all times including maintenance.

[Provide your response here; additional detailed information may be provided as an
attachment as necessary]

Continued on Next Page
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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 the Mitigation Plan, as laid out in Section D of this form, to
SERC for acceptance by SERC and approval by NERC, and

b) If applicable, certifies that the Mitigation Plan, as laid out in Section D of
this form, was completed (i) as laid out in Section D of this form and (ii)
on or before the date provided as the ‘Date of Completion of the
Mitigation Plan’ on this form, and

c) Acknowledges:

1. | am the Chief Compliance Officer of AECI.
2. | am qualified to sign this Mitigation Plan on behalf of AECI.
3. | have read and understand AECI's obligations to comply with

Mitigation Plan requirements and ERO remedial action directives as
well as ERO documents, including, but not limited to, the NERC
Rules of Procedure, including Appendix 4(C) (Compliance
Monitoring and Enforcement Program of the North American
Electric Reliability Corporation” (NERC CMEP)).

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

5. AECI agrees to be bound by, and comply with, the Mitigation Plan,
including the timetable completion date, as approved by SERC and
approved by NERC.

Authorized Individual Signature_ John Bussman_
(Electronic signatures are acceptable; see CMEP)

Name (Print): John Bussman
Title: Manager, Reliability Compliance
Date: September 8, 2008
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Section G: Comments and Additional Information

You may use this area to provide comments or any additional relevant
information not previously addressed in this form.

[Provide your response here; additional detailed information may be provided as an
attachment as necessary]

Submittal Instructions:

Please convert the completed and signed document to a text-searchable
Adobe .pdf document using the following naming convention:

[(MP Entity Name (STD-XXX) MM-DD-YY..pdf)]

Email the pdf file to serccomply@sercl.org.

Please direct any questions regarding completion of this form to:

Ken Keels

Manager, Compliance Enforcement
SERC Reliability Corporation
704-357-7372

kkeels@sercl.org
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associated electric cooperative, inc. 2814 S. Golden, P.O. Box 754
Springfield, Missouri 65801-0754
417-881-1204 FAX 417-885-9252

Certification of a Completed Mitigation Plan

SERC Reliability Corporation
Violation Mitigation Plan Closure Form

Name of Registered Entity submitting certification: AECI

Date of Certification: 10/28/2008

Name of Standard and the Requirement(s) of mitigated violation(s): BAL-005 R8.1
SERC Tracking Number (contact SERC if not known): 08-063

NERC Violation ID Number (if assigned):

Date of completion of the Mitigation Plan: 4/14/2008

Summary of all actions described in Part D of the relevant mitigation plan: The devices
have been installed and frequency monitoring has been performed since 4/14/2008.

Description of the information provided to SERC for their evaluation: Attached is a
excel spreadsheet that verifies the frequency device was in service after 4/14/08.

| certify that the mitigation plan for the above-named violation has been completed on
the date shown above. In doing so, | certify that all required mitigation plan actions
described in Part D of the relevant mitigation plan have been completed, compliance
has been restored, the above-named entity is currently compliant with all of the
requirements of the referenced standard, and that all information submitted information
is complete and correct to the best of my knowledge.

Name: John Bussman

Title: Manager Reliability Compliance
Entity: AECI

Email: jpussman@aeci.org

Phone: 417-885-9216

Designated Signature John Bussman Date __ 10/28/2008____

[NOTE - Closure Form should be signed by same individual that signed Mitigation Plan]

(Form Revised August 13, 2008)
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Statement of SERC Reliability Corporation Compliance Staff Regarding
Completion of Mitigation Plan

Registered Entity: Associated Electric Cooperative, Inc.
SERC Tracking ID: 08-063

NERC Violation No: SERC200800149

NERC Mitigation Plan ID: MIT-08-1129

Standard: BAL-005-0

Requirement(s): R8.1

Violation Summary:

The entity did not provide redundant and independent frequency metering equipment
that was capable of automatic activation upon detection of failure of the primary source
for a period of 147 days from November 19, 2007 through April 14, 2008 and the overall
installation did not achieve a minimum availability of 99.95% due to the outage of the
frequency monitoring capability for a period of 20 hours on April 11, 2008 to April 12,
2008. This is a violation of BAL-005-1 Requirement 8.1.

Mitigation Plan Summary:

Associated Electric Cooperative, Inc.’s Mitigation Plan to address the referenced
violation, dated September 2, 2008, was submitted to SERC on September 8, 2008 and
was accepted by SERC on November 20, 2008 and was approved by NERC on
December 18, 2008. The Mitigation Plan is identified as MIT-08-1129 and was
submitted as non-public information to FERC on December 18, 2008 in accordance with
FERC orders.

To mitigate the violation, Entity restored frequency monitoring capability and
redundancy by replacing the faulty antenna that caused the failure. Entity also
implemented training for appropriate personnel (both system operators and technicians)
to ensure that the requirements of BAL-005 are understood and are being met.

Entity has also installed a new EMS which was placed is scheduled to be in service in
November 2008. The new EMS will frequently sample data from the frequency
measurement devices and will alert System Operators to any problems with the backup
interconnection frequency measurement devices.

SERC’s Monitoring of Registered Entity’s Mitigation Plan Progress:

SERC Reliability Corporation Compliance Staff (“SERC Staff”) monitors the Registered
Entity’s progress towards completion of its Mitigation Plans in accordance with Section
6.0 of the uniform Compliance Monitoring and Enforcement Program, (“CMEP”).
Pursuant to the CMEP, Registered Entities are required to establish implementation
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milestones no more than three (3) months apart. SERC Staff solicits quarterly reports
from all Registered Entities with open mitigation plans to monitor the progress on
completion of milestones. SERC Staff also produces and reviews daily Mitigation Plan
status reports highlighting Mitigation Plans that are nearing the scheduled completion
date. If the Registered Entity fails to complete its Mitigation Plan according to schedule,
appropriate additional enforcement action is initiated to assure compliance is attained.

In this case, Associated Electric Cooperative, Inc. submitted the Mitigation Plan as
complete and no additional monitoring of progress was necessary.

Mitigation Plan Completion Review Process:

Associated Electric Cooperative, Inc. certified on October 28, 2008 that the subject
Mitigation Plan was completed on April 14, 2008 A SERC compliance staff member
reviewed the evidence submitted in a manner similar to a compliance audit. That action
was followed by another compliance staff member’s peer review of the initial conclusion.

Evidence Reviewed:

Associated Electric Cooperative, Inc. submitted and SERC Staff reviewed the following
evidence in support of its certification that its Mitigation Plan was completed in
accordance with its terms:

Evidence reviewed was a spreadsheet (AECI_freq_data 20080411 20080414.xls)
consisting of four tabbed worksheets:

Tab 1 is a Read Me narrative of the events that lead up to and immediately followed the
violation.

Tab 2 is a spreadsheet showing Search results of SCADA System log files, 04/11/08-
04/14/08. This tab is the results of a data query that collected the date/time stamp and
the text of each alarm logged in the EMS system for the period in question. It shows the
alarms received as the frequency monitor failed and was restored the next day.

Tab 3 is Records containing Operator-initiated AGC Mode showing the periods of time
during which the operators were calculating ACE manually. The data shows that AGC
(ACE calculations) were in manual for a period of 20 hours 4.28 minutes ending on
4/11/08.

Tab 4 is a table of ACE and frequency values covering the period in question. This
table demonstrates that flat tie-line values were used for AGC and that ACE values are
suspect from 04-11-08.at 0647 00 to 04-11-08 at .0741 00 and again from 04-11-
08.1519 00 to 04-12-08.1123 00 after which ACE calculation are continuously
considered “good” and frequency appears to be continuously monitored.
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Entity also implemented training for appropriate personnel (both system operators and
technicians) to ensure that the requirements of BAL-005 are understood and are being
met. Evidence included training objectives, materials, and evaluations provided to
operators and technicians and training records for eight trainees.

Conclusion:

On November 4, 2008 SERC Reliability Corporation Compliance Staff (“SERC Staff”)
completed its review of the evidence submitted by Associated Electric Cooperative, Inc.
in support of its Certification of Completion of the subject Mitigation Plan. Based on its
review of the evidence submitted, SERC Staff verifies that, in its professional judgment,
all required actions in the Mitigation Plan have been completed and Associated Electric
Cooperative, Inc. is in compliance with the subject Reliability Standard Requirements.

This Statement, along with the subject Mitigation Plan, may become part of a public
record upon final disposition of the possible violation.

Respectfully Submitted,
John Wolfmeyer
Mike Vastano
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