
1325 G Street NW Suite 600 
Washington, DC 20005 

202-400-3000 | www.nerc.com

RELIABILITY | RESILIENCE | SECURITY 

September 30, 2020 

VIA ELECTRONIC FILING 

Ms. Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, DC  20426 

Re: NERC Full Notice of Penalty regarding Associated Electric Cooperative, Inc., 
FERC Docket No. NP20-_-000 

Dear Ms. Bose: 

The North American Electric Reliability Corporation (NERC) hereby provides this Notice of Penalty1  
regarding Associated Electric Cooperative, Inc. (AECI), NERC Registry ID# NCR01177,2 with information 
and details regarding the nature and resolution of the violations3 discussed in detail in the Settlement 
Agreement hereto (Attachment A), in accordance with the Federal Energy Regulatory Commission’s 
(Commission or FERC) rules, regulations, and orders, as well as NERC’s Rules of Procedure including 
Appendix 4C (NERC Compliance Monitoring and Enforcement Program (CMEP)).4 

NERC is filing this Notice of Penalty with the Commission because SERC Reliability Corporation (SERC) 
and AECI have entered into a Settlement Agreement to resolve all outstanding issues arising from SERC’s 
determination and findings of the violations of  

According to the Settlement Agreement, AECI neither admits nor denies the violations, but has agreed 
to the assessed penalty of four hundred and thirty thousand dollars ($430,000), in addition to other 

1 Rules Concerning Certification of the Electric Reliability Organization; and Procedures for the Establishment, Approval, and Enforcement 
of Electric Reliability Standards, Order No. 672, 114 FERC ¶ 61,104, order on reh’g, Order No. 672-A, 114 FERC ¶ 61,328 (2006); Notice of 
New Docket Prefix “NP” for Notices of Penalty Filed by the N. Am. Elec. Reliability Corp., Docket No. RM05-30-000 (February 7, 2008); 
Mandatory Reliability Standards for the Bulk-Power System, Order No. 693, 118 FERC ¶ 61,218, order on reh’g, Order No. 693-A, 120 FERC 
¶ 61,053 (2007). 

2 AECI was included on the NERC Compliance Registry as a Balancing Authority (BA), Distribution Provider (DP) Generator Owner (GO), 
Generator Operator (GOP), Planning Authority/Planning Coordinator (PA/PC), Resource Planner (RP), Transmission Owner (TO), 
Transmission Operator (TOP), Transmission Planner (TP), and Transmission Service Provider (TSP) on May 31, 2007. 

3 For purposes of this document, each violation at issue is described as a “violation,” regardless of its procedural posture and whether it 
was a possible, alleged, or confirmed violation. 

4 See 18 C.F.R § 39.7(c)(2) and 18 C.F.R § 39.7(d). 
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Background

AECI is organized into three levels or “tiers,” each with its own set of responsibilities. The top tier is 
made up of 51 distribution cooperatives in Missouri, southern Iowa and northeast Oklahoma. At the 
second tier are six regional cooperatives that transmit AECI’s power to the 51 distribution 
cooperatives. These six regional cooperatives are known as generation and transmission cooperatives 
(G&Ts), and they serve six geographical areas of Missouri, southern Iowa and northeast Oklahoma. 
In 1961, the six regional G&Ts joined to form the third tier, AECI. AECI is responsible for generation 
and power procurement and NERC compliance. AECI is registered as a JRO (JRO00088) with the six 
G&Ts. The G&Ts are KAMO Power, Central Electric Power Cooperative, NW Electric Power 
Cooperative, Northeast Missouri Electric Power Cooperative, M&A Electric Power Cooperative, and 
Sho-Me Power Electric Cooperative. AECI has a total generation capacity of 5,185.5 MW. The 
integrated transmission system is owned by AECI and its member systems consist of 3,122 miles 
of Bulk Electric System (BES) transmission line, as well as the related substations. The cooperative 
has 108 BES interconnections and 22 interconnection agreements, as well as interchange agreements 
with investor-owned and municipal utilities, electric cooperatives, power marketing firms, and 
regional transmission organizations. 

EOP-008-1 R1 

SERC determined that AECI did not have a current Operating Plan describing the manner in which 
it would continue to meet its functional obligations with regard to the reliable operations of the 
Bulk Electric System (BES) in the even that its generation and transmission (G&T) cooperative 
primary Regional Dispatch Centers (RDCs) functionality is lost. Attachment A includes additional facts 
regarding the violation. 

The cause of this violation was management oversight by failing to ensure the implementation of 
an organizational model that reflected the G&T RDC’s role of performing TOP functions both within 
and outside the terms of the jurisdictional control agreements. A contributing cause of this violation  

SERC determined that this violation posed a serious and substantial risk to the reliability of the 
bulk power system (BPS). Attachment A includes the facts regarding the violation that SERC considered 
in its risk assessment. 

AECI submitted its Mitigation Plan to address the referenced violation. Attachment A includes 
a description of the mitigation activities AECI took to address this violation. A copy of the Mitigation 
Plan is included as Attachment B.2. 
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EOP-008-1 R4 

SERC determined that AECI lacked backup functionality for the RDCs and did not provide control 
capability of the BES elements for which the RDCs had exclusive functional control. Attachment 
A includes additional facts regarding the violation. 

The cause of this violation was management oversight by failing to ensure the implementation of an 
organizational model that reflected the G&T RDC’s role of performing TOP functions per the jurisdictional 
control agreements.  

SERC determined that this violation posed a serious and substantial risk to the reliability of the BPS. 
Attachment A includes the facts regarding the violation that SERC considered in its risk assessment. 

AECI submitted its Mitigation Plan to address the referenced violation. Attachment A includes a 
description of the mitigation activities AECI took to address this violation. A copy of the Mitigation Plan 
is included as Attachment C.2. 

FAC-009-1 R1 

SERC determined that AECI did not have Facility Ratings for its solely and jointly owned Facilities that 
were consistent with its associated Facility Ratings Methodology (FRM). Attachment A includes 
additional facts regarding the violation. 

The cause of this violation was management oversight by failing to verify the implementation of effective 
processes. When AECI performed its initial evaluation and physical verification of equipment ratings, it 
did not have the processes in place to ensure that it considered all relevant equipment. 

SERC determined that this violation posed a moderate risk and did not pose a serious or substantial risk 
to the reliability of the BPS. Attachment A includes the facts regarding the violation that SERC considered 
in its risk assessment. 

AECI submitted mitigating activities to address the referenced violation. 

AECI certified that it had completed all mitigating activities.  

TOP-004-2 R6 
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SERC determined that AECI did not implement its formal policies and procedures to provide for 
transmission reliability as it relates to switching transmission elements. Attachment A includes additional 
facts regarding the violation. 

The cause of this violation was management oversight by failing to verify that all needed controls were 
implemented to prevent the KAMO RDC operation of a BES element without the prior approval of the 
AECI Operator. 

SERC determined that this violation posed a moderate risk and did not pose a serious or substantial risk 
to the reliability of the BPS. Attachment A includes the facts regarding the violation that SERC considered 
in its risk assessment. 

AECI submitted mitigating activities to address the referenced violation. 

AECI certified that it had completed all mitigating activities.  

PER-003-0 R1 

SERC determined that AECI failed to staff its Real-time operating positions performing TOP reliability-
related tasks in its G&Ts’ RDCs with System Operators who have demonstrated minimum competency 
by obtaining and maintaining one of the valid NERC certificates. Attachment A includes additional facts 
regarding the violation. 

The cause of this violation was management oversight by failing to ensure the implementation of an 
organizational model that reflected the G&T RDC’s role of performing TOP functions per the jurisdictional 
control agreements. 

SERC determined that this violation posed a serious and substantial risk to the reliability of the BPS. 
Attachment A includes the facts regarding the violation that SERC considered in its risk assessment. 

AECI submitted its Mitigation Plan to address the referenced violation. Attachment A includes a 
description of the mitigation activities AECI took to address this violation. A copy of the Mitigation Plan 
is included as Attachment F.2. 

PER-005-1 R1 
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SERC determined that AECI failed to establish and implement a systematic approach for its training 
program for the BES company-specific reliability-related tasks performed by its System Operators. 
Attachment A includes additional facts regarding the violation. 

The cause of this violation was management oversight by failing to ensure the implementation of an 
organizational model that reflected the G&T RDC’s role of performing TOP functions per the jurisdictional 
control agreements.  

SERC determined that this violation posed a serious and substantial risk to the reliability of the BPS. 
Attachment A includes the facts regarding the violation that SERC considered in its risk assessment. 

AECI submitted its Mitigation Plan to address the referenced violation. Attachment A includes a 
description of the mitigation activities AECI took to address this violation. A copy of the Mitigation Plan 
is included as Attachment G.2. 

AECI certified that it had completed all mitigation activities. 

Regional Entity’s Basis for Penalty 

According to the Settlement Agreement, AECI has assessed a penalty of four hundred and thirty 
thousand dollars ($430,000) for the referenced violations. In reaching this determination, SERC 
considered the following factors:  

1. The violations of EOP-008-1 R1 and R4 and PER-003-0 R1 and PER-005-1 R1 posed a serious and
substantial risk to the reliability of the BPS, and the violations of FAC-009-1 R1 and TOP-004-2 R6
posed a moderate risk to the reliability of the BPS;

2. AECI has no relevant prior violations associated with EOP-008-1 R1 and R4, FAC-009-1 R1, PER-
003-0 R1, and PER-005-1 R1;

3. SERC considered the AECI’s relevant prior noncompliance with TOP-004-2 R6 (including NERC
Violation ID SERC2015015266) as repeat noncompliance with the subject NERC Reliability
Standards. SERC considered AECI’s compliance history with TOP-004-2 R6 as an aggravating
factor;

4. AECI self-reported three of the violations;

5. AECI agreed to settle the violations; and
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6. There were no other mitigating or aggravating factors or extenuating circumstances that would
affect the assessed penalty.

After consideration of the above factors, SERC determined that, in this instance, the penalty amount of 
four hundred and thirty thousand dollars ($430,000) is appropriate and bears a reasonable relation to 
the seriousness and duration of the violations.  

Statement Describing the Assessed Penalty, Sanction, or Enforcement Action Imposed5 

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, October 26, 2009 and August 27, 2010 Guidance Orders,6 the NERC 
BOTCC reviewed the violations on September 17, 2020 and approved the resolution between SERC 
Reliability Corporation and the Associated Electric Cooperative, Inc. In approving the resolution, the 
NERC BOTCC reviewed the applicable requirements of the Commission-approved Reliability Standards 
and the underlying facts and circumstances of the violations at issue. 

In reaching this determination, the NERC BOTCC considered the factors listed above. 

For the foregoing reasons, the NERC BOTCC approved the resolution and believes that the assessed 
penalty of four hundred and thirty thousand dollars ($430,000) is appropriate for the violations and 
circumstances at issue, and is consistent with NERC’s goal to promote and ensure reliability of the BPS. 

Pursuant to 18 C.F.R. § 39.7(e), the penalty will be effective upon expiration of the 30-day period 
following the filing of this 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: 

5 See 18 C.F.R. § 39.7(d)(4). 

6 N. Am. Elec. Reliability Corp., “Guidance Order on Reliability Notices of Penalty,” 124 FERC ¶ 61,015 (2008); N. Am. Elec. Reliability Corp., 
“Further Guidance Order on Reliability Notices of Penalty,” 129 FERC ¶ 61,069 (2009); N. Am. Elec. Reliability Corp., “Notice of No Further 
Review and Guidance Order,” 132 FERC ¶ 61,182 (2010). 
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1. Settlement Agreement by and between SERC and AECI executed June 17, 2020, included as
Attachment A;

2. Record documents for the violation of EOP-008-1 R1:

a. AECI’s Compliance Audit for EOP-008-1 R1 dated October 31, 2016, included as
Attachment B.1;

b. AECI’s Mitigation Plan designated as SERCMIT014783 for EOP-008-1 R1 submitted
September 10, 2019, included as Attachment B.2;

3. Record documents for the violation of EOP-008-1 R4:

a. AECI’s Compliance Audit for EOP-008-1 R4 dated October 31, 2016, included as
Attachment C.1;

b. AECI’s Mitigation Plan designated as SERCMIT014783 for EOP-008-1 R4 submitted
September 10, 2019, included as Attachment C.2;

4. Record documents for the violation of FAC-009-1 R1:

a. AECI’s Compliance Audit for FAC-009-1 R1 dated October 31, 2016, included as
Attachment D.1;

b. AECI’s Mitigating Activities submitted August 22, 2019, included as Attachment D.2

c. AECI’s Certification of Mitigating Activities Completion for FAC-009-1 R1 submitted July 9,
2020, included as Attachment D.3;

5. Record documents for the violation of TOP-004-2 R6:

a. AECI’s Self-Report for TOP-004-2 R6 dated March 23, 2017, included as Attachment E.1;

b. AECI’s Mitigating Activities submitted September 13, 2019, included as Attachment E.2;

c. AECI’s Certification of Mitigating Activities Completion for TOP-004-2 R6 submitted June
29, 2020, included as Attachment E.3;

6. Record documents for the violation of PER-003-0 R1:

a. AECI’s Self-Report for PER-003-0 R1 dated July 24, 2019, included as Attachment F.1;

b. AECI’s Mitigation Plan designated as SERCMIT014751 for PER-003-0 R1 submitted August
1, 2019, included as Attachment F.2;

7. Record documents for the violation of PER-005-1 R1:

a. AECI’s Self-Report for PER-005-1 R1 dated July 24, 2019, included as Attachment G.1;
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b. AECI’s Mitigation Plan designated as SERCMIT014828-1 for PER-005-1 R1 submitted
February 5, 2020, included as Attachment G.2; and

c. AECI’s Certification of Mitigation Plan Completion for PER-005-1 R1 submitted September
10, 2020, included as Attachment G.3.
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Notices and Communications: Notices and communications with respect to this filing may be addressed 
to the following: 

*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.

Drew R. Slabaugh*  
Legal Counsel  
SERC Reliability Corporation  
3701 Arco Corporate Drive, Suite 300 
Charlotte, NC 28273  
(704) 414-5244
(704) 357-7914 – facsimile

dslabaugh@serc1.org

Jimmy C. Cline*  
Managing Counsel – Enforcement  
SERC Reliability Corporation  
3701 Arco Corporate Drive, Suite 300 
Charlotte, NC 28273  
(704) 414-5259
(704) 357-7914 – facsimile
jccline@serc1.org

Holly Hawkins*  
General Counsel  
SERC Reliability Corporation  
3701 Arco Corporate Drive, Suite 300 
Charlotte, NC 28273  
704-494-7775
hhawkins@serc1.org

Teresina Stasko*  
Assistant General Counsel and Director of  
Enforcement  
North American Electric Reliability Corporation 
1325 G Street NW Suite 600  
Washington, DC 20005  
(202) 400-3000
(202) 644-8099 – facsimile
teresina.stasko@nerc.net

James McGrane*  
Senior Counsel  
North American Electric Reliability Corporation 
1325 G Street NW, Suite 600  
Washington, DC 20005  
(202) 400-3000
(202) 644-8099 – facsimile
james.mcgrane@nerc.net

Joshua Yang* 
Associate Counsel 
North American Electric Reliability Corporation 
1325 G Street NW 
Suite 600 
Washington, DC 20005 
(202) 400-3000
(202) 644-8099 – facsimile
joshua.yang@nerc.net
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Brian Prestwood*  
Sr. Vice-President, General Counsel & Chief 
Compliance Officer  
Associated Electric Cooperative, Inc.  
2814 South Golden Ave.  
PO Box 754  
Springfield, MO 65801-0754  
(417) 371-5273
(417) 891-5496- facsimile
BPrestwood@aeci.org

Todd Bennett*  
Managing Director, Reliability Compliance & 
Audit Services  
Associated Electric Cooperative, Inc.  
2814 South Golden Ave.  
PO Box 754  
Springfield, MO 65801-0754  
(417) 371-5391
(417) 891-5496-facsimile
TBennett@aeci.org
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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/ Joshua Yang 
Teresina Stasko 
Assistant General Counsel and Director of 
Enforcement 
James McGrane 
Senior Counsel 
Joshua Yang 
Associate Counsel 
North American Electric Reliability 
Corporation 
1325 G Street NW 
Suite 600 
Washington, DC 20005 
(202) 400-3000 
(202) 644-8099 - facsimile 
teresina.stasko@nerc.net 
james.mcgrane@nerc.net 
joshua.yang@nerc.net 

 
 
 
cc: Associated Electric Cooperative, Inc. 
 SERC Reliability Corporation 
 
Attachments 



Attachment A
Settlement Agreement by and between SERC and AECI 

executed June 17, 2020



SETTLEMENT AGREEMENT 

BETWEEN SERC RELIABILITY CORPORATION 

AND 

ASSOCIATED ELECTRIC COOPERATIVE, INC 1

I. INTRODUCTION

1. SERC Reliability Corporation (SERC) and Associated Electric Cooperative, Inc.

(AECI) enter into this Settlement Agreement (Agreement) to resolve six Alleged

Violations by AECI of the below-referenced Reliability Standards and Requirements.

SERC and AECI are each referred to as a "Party" and collectively as "Parties."

Reliability Standard Requirement NERC Tracking No. 

EOP-008-1 RI SERC2016016486 

EOP-008-1 R4 SERC2016016487 

FAC-009-1 RI SERC2016016489 

TOP-004-2 R6 SERC2017017277 

PER-003-0 R1 SERC2019021901 

PER-005-1 RI SERC2019021902 

2. The Parties stipulate to the facts in this Agreement for the sole purpose of resolving

the Alleged Violation. AECI neither admits nor denies that these facts constitute an

Alleged Violation of the above-referenced Reliability Standard and Requirements.

II. OVERVIEW OF AECI

3. AECI is organized into three levels or "tiers," each with its own set ofresponsibilities.

The top tier is made up of 51 distribution cooperatives in Missouri, southern Iowa and

northeast Oklahoma. At the second tier are six regional cooperatives that transmit

AECI's power to the 51 distribution cooperatives. These six regional cooperatives are

known as generation and transmission cooperatives (G&Ts), and they serve six

geographical areas of Missouri, southern Iowa and northeast Oklahoma. In 1961, the

1 NERC Registry ID No. NCROl 177 





9. The cause for the two serious risk EOP and two serious risk PER Alleged Violations

was management oversight by failing to ensure the implementation of an

organizational model that reflected the G&T Regional Dispatch Centers' (RDC) role

of performing TOP functions both within and outside of the jurisdictional control

agreements. Despite the agreements providing that the G&T RDCs would act and

operate BES elements in the capacity of a TOP, according to AECI, it nonetheless

maintained exclusive BES jurisdictional control of all TOP functions, which excluded

the RDCs from maintaining compliance with the EOP and PER standards.

Overview of Mitigation 

10. To address this cause, AECI and the G&Ts have agreed to a collaborative solution for 

security and compliance with regard to the TOP functions, which is refected in 

AECI's mitigation. Specifically, for the EOP Alleged Violations, AECI revised the 

"AECI Loss of Control Center Functionality Plan" to address the AECI member G&T 

cooperative RDCs' functional obligations of the TOP. Further, the G&Ts developed 

loss of RDC plans and will implement all EOP-008 requirements at their respective 

backup RDC locations. Finally, AECI and the G&Ts will also test the loss of RDC 

plans and conduct training.

11. For the PER Alleged Violations, AECI will work closely with the AECI Board of 

Directors, member G&T Boards of Directors, and the G&T Operation Committee to 

establish a G&T NERC certification and training task force. This task force will 

develop a documented program which will detail the management and implementation 

of PER-003-0 R1 & PER-005-1 Rl moving forward.

12. AECI has also significantly changed management oversight of the AECI NERC 

Compliance Program since these Alleged Violations were issued. Key management 

oversight roles inclusive of the AECI CEO, CCO, and NERC compliance manager 

have all changed and are supportive of the AECI NERC Compliance Program. Lastly 

the AECI NERC Compliance Program has been revised to incorporate a documented 

standards implementation process, documented internal controls program, and a more 

robust responsibility matrix; all of which allow for additional AECI management 

oversight

IV. ADJUSTMENTFACTORS

Compliance History 

13. SERC considered AECI's compliance history and whether there has been any

repetitive infractions. AECI has no relevant prior violations associated with EOP-008-

1 R4 and Rl, FAC-009-1 Rl, PER-003-0 R1, and PER-005-1.

3 















































Attachment B.1
AECI's Compliance Audit for EOP-008-1 R1 dated October 31, 2016







Attachment B.2
AECI's Mitigation Plan designated as SERCMIT014783 for EOP-008-1 R1 

submitted September 10, 2019











Attachment C.1
AECI's Compliance Audit for EOP-008-1 R4 

dated October 31, 2016







Attachment C.2
AECI's Mitigation Plan designated as SERCMIT014783 for 

EOP-008-1 R4 submitted September 10, 2019











Attachment D.1
AECI's Compliance Audit for FAC-009-1 R1 dated October 31, 2016







Attachment D.2
AECI's Mitigating Activities submitted August 22, 2019







Attachment D.3
AECI's Certification of Mitigating Activities Completion 

for FAC-009-1 R1





Attachment E.1
AECI's Self-Report for TOP-004-2 R6 dated March 23, 2017







Attachment E.2
AECI's Mitigating Activities submitted September 13, 2019







Attachment E.3
AECI's Certification of Mitigating Activities Completion for 

TOP-004-2 R6 submitted June 29, 2020





Attachment F.1
AECI's Self-Report for PER-003-0 R1 dated July 24, 2019







Attachment F.2
AECI's Mitigation Plan designated as SERCMIT014751 for 

PER-003-0 R1 submitted August 1, 2019









Attachment G.1
AECI's Self-Report for PER-005-1 R1 dated July 24, 2019







Attachment G.2
AECI's Mitigation Plan designated as SERCMIT014828-1 for 

PER-005-1 R1 submitted February 5, 2020









Attachment G.3
AECI's Certification of Mitigation Plan Completion for 

PER-005-1 R1 submitted September 10, 2020








