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June 4, 2008 
 
Ms. Kimberly Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 
 
Re: NERC Notice of Penalty regarding MidAmerican Energy Company, FERC Docket No. 

NP08-_-000 
 
Dear Ms. Bose: 
 
The North American Electric Reliability Corporation (NERC) hereby provides this Notice of 
Penalty regarding MidAmerican Energy Company,1 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)).2   
 
This Notice of Penalty is being filed with the Commission because, based on information from 
Midwest Reliability Organization, MidAmerican Energy Company submitted a self-report of its 
violation of FAC-003-1 Requirement (R.) 2.  Midwest Reliability Organization and 
MidAmerican Energy Company have entered into a settlement agreement in which 
MidAmerican Energy Company has accepted the violation and the proposed penalty of $75,000 
to be assessed to MidAmerican Energy Company, in addition to other remedies which include 
mitigation actions under the terms and conditions of the settlement agreement, at issue in this 
Notice of Penalty.  Accordingly, the violation identified as NERC Violation Tracking 
Identification Number MRO200700010 is a Confirmed Violation, as that term is defined in the 
NERC Rules of Procedure and the CMEP. 
 
Statement of Findings Underlying the Violation 
 
This Notice of Penalty incorporates by reference the findings and justifications set forth in the 
settlement agreement executed on March 5 and 12, 2008, by and between Midwest Reliability 
Organization and MidAmerican Energy Company, which is included as Attachment a.  The 

 
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).  See 18 
C.F.R § 39.7(d)(1). 
2 See 18 C.F.R § 39.7(c)(2). 
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details of the findings and basis for the penalty are set forth in the settlement agreement, as well 
as the determinations of the NERC Board of Trustees Compliance Committee (NERC BOTCC) 
in its decision, which is included as Attachment b.  In accordance with Section 39.7 of the 
Commission’s regulations, 18 C.F.R. § 39.7 (2007), NERC provides the following summary  
table identifying each Reliability Standard violated by MidAmerican Energy Company.  

 
NOP 
ID 

NERC ID Date of 
Violation 

Reliability 
Standard 

Requirement VRF Total 
Penalty 
($) 
 

NOP-
38 

MRO200700010 9/21/2007 FAC-003-1 2 HIGH 75,000 

 
FAC-003 R. 2 provides that a  Transmission Owner shall create and implement an annual plan 
for vegetation management work to ensure the reliability of the system. The plan shall describe 
the methods used, such as manual clearing, mechanical clearing, herbicide treatment, or other 
actions. The plan should be flexible enough to adjust to changing conditions, taking into 
consideration anticipated growth of vegetation and all other environmental factors that may have 
an impact on the reliability of the transmission systems. Adjustments to the plan shall be 
documented as they occur. The plan should take into consideration the time required to obtain 
permissions or permits from landowners or regulatory authorities. Each Transmission Owner 
shall have systems and procedures for documenting and tracking the planned vegetation 
management work and ensuring that the vegetation management work was completed according 
to work specifications. 
 
MidAmerican Energy Company submitted, to Midwest Reliability Organization, a self-report of 
its failure to maintain, pursuant to NERC Reliability Standard FAC-003-1 R.2, the appropriate 
clearance between a tree and a conductor in accordance with its Vegetation Management Plan, 
which resulted in a 345 kV transmission line outage on September 21, 2007.  The line was 
returned to service on September 22, 2007. 
 
NERC stated its interpretation of the vegetation management standard during FERC’s 
consideration of proposed FAC-003-1: A vegetation-related transmission line outage as a result 
of vegetation that has grown into the pre-defined clearance zone is a violation of the standard.3 
The Commission adopted that interpretation when it approved NERC’s proposed reliability 
standards. It stated, “FAC-003-1 requires sufficient clearances to prevent outages due to 
vegetation management practices under all applicable conditions.”4 Because violations of the 
Requirements 1 and 2 of FAC-003-1 could directly lead to or contribute to widespread outages 
or cascading failures, NERC assigned “high” violation risk factors to those requirements. NERC 
stated, “Clearly, the failure to have a vegetation management program with appropriate 

                                                 
3 Comments of the North American Electric Reliability Council and the North American Electric Reliability 
Corporation on Staff Preliminary Assessment, Docket No. RM06-16-000, filed June 26, 2006, p. 31. 
4 Mandatory Reliability Standards for the Bulk-Power System, FERC Stats. & Regs. ¶ 31,242 at P 729 (2007) (Order 
No. 693). 
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clearances, and an annual work plan could directly (and has) contribute to widespread outages.”5 
The Commission confirmed that interpretation and understanding when it approved NERC’s 
proposed violation risk factors for FAC-003-1, stating: 
 

With regard to FAC-003-1, Requirement R1 requires a transmission owner to 
develop a transmission vegetation management program, and Requirement R2 
requires a transmission owner to implement the program. NERC’s assignment of 
a “high” Violation Risk Factor to Requirements R1 and R2 is appropriate because 
inadequate vegetation management presents a serious risk of sustained 
transmission outage and could directly cause or contribute to Bulk-Power System 
instability, separation, or a cascading sequence of failures. Both planning and 
implementation are critical to vegetation management. A vegetation-related 
transmission outage would result in a violation of Requirement R1, R2 or both.6  

FAC-003-1 has a “High” VRF.  In the settlement agreement, the Midwest Reliability 
Organization did not assess a Violation Severity Level (VSL) because the standard as approved 
utilizes Levels of Non-Compliance.  Based on the NERC Sanction Guidelines Base Penalty 
Table, the possible penalty range for a “High” VRF is $4,000 to $1,000,000.   
 
Status of Mitigation Plan7

 
MidAmerican Energy Company’s Mitigation Plan is embodied in the settlement agreement. 
 
Statement Describing the Proposed Penalty, Sanction or Enforcement Action Imposed8

 
 FERC Order Excerpts 
 
 In Order No. 693, the Commission provided guidance to NERC and the industry on the 
determination of penalties during the first six month period of mandatory and enforceable 
Reliability Standards: 
 

222. . . . In light of commenters’ concerns, including the fact that there are new 
aspects to the Reliability Standards and the proposed compliance program that 
will apply to all users, owners and operators of the Bulk-Power System, the 
Commission directs the ERO and Regional Entities to focus their resources on the 
most serious violations during an initial period through December 31, 2007. This 
thoughtful use of enforcement discretion should apply to all users, owners and 
operators of the Bulk-Power System, and not just those new to the program as 
originally proposed in the NOPR. This approach will allow the ERO, Regional 
Entities and other entities time to ensure that the compliance monitoring and 

 
5 Request of the North American Electric Reliability Corporation for Approval of Supplemental Violation Risk 
Factors for Version 1 Reliability Standards, Docket No. RR07-12-000 (May 4, 2007), at Exhibit A. 
6 North American Electric Reliability Corporation, Order on Violation Risk Factors, 119 FERC ¶ 61,321 at P 10 
(June 26, 2007). 
7 See 18 C.F.R § 39.7(d)(7). 
8 See 18 C.F.R § 39.7(d)(4). 
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enforcement processes work as intended and that all entities have time to 
implement new processes. 

 
223. By directing the ERO and Regional Entities to focus their resources on the 
most serious violations through the end of 2007, the ERO and Regional Entities 
will have the discretion necessary to assess penalties for such violations, while 
also having discretion to calculate a penalty without collecting the penalty if 
circumstances warrant. Further, even if the ERO or a Regional Entity declines to 
assess a monetary penalty during the initial period, they are authorized to require 
remedial actions where a Reliability Standard has been violated. Furthermore, 
where the ERO uses its discretion and does not assess a penalty for a Reliability 
Standard violation, we encourage the ERO to establish a process to inform the 
user, owner or operator of the Bulk-Power System of the violation and the 
potential penalty that could have been assessed to such entity and how that 
penalty was calculated. We leave to the ERO’s discretion the parameters of the 
notification process and the amount of resources to dedicate to this effort. 
Moreover, the Commission retains its power under section 215(e)(3) of the FPA 
to bring an enforcement action against a user, owner or operator of the Bulk-
Power System. 

 
224. The Commission believes that the goal should be to ensure that, at the outset, 
the ERO and Regional Entities can assess a monetary penalty in a situation 
where, for example, an entity’s non-compliance puts Bulk-Power System 
reliability at risk. Requiring the ERO and Regional Entities to focus on the most 
serious violations will allow the industry time to adapt to the new regime while 
also protecting Bulk-Power System reliability by allowing the ERO or a Regional 
Entity to take an enforcement action against an entity whose violation causes a 
significant disturbance. Our approach strikes a reasonable balance in ensuring 
that the ERO and Regional Entities will be able to enforce mandatory Reliability 
Standards in a timely manner, while still allowing users, owners and operators of 
the Bulk-Power System time to acquaint themselves with the new requirements 
and enforcement program. In addition, our approach ensures that all users, owners 
and operators of the Bulk-Power System take seriously mandatory, enforceable 
reliability standards at the earliest opportunity and before the 2007 summer peak 
season.9  

 
 Basis for Determination 
 
Taking into consideration the Commission’s direction in Order No. 693 and the NERC Sanction 
Guidelines, the NERC BOTCC reviewed the NOC and supporting documentation on April 24, 
2008 and May 5, 2008.   
 
The NERC BOTCC affirmed Midwest Reliability Organization’s determination to exercise 
enforcement discretion to impose a $75,000 penalty against MidAmerican Energy Company, 

 
9 Order No. 693 at PP 222-224 (emphasis added). 
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based upon the NERC BOTCC’s review of the applicable requirements of the Commission-
approved Reliability Standards, the underlying facts and circumstances of the violations at issue, 
and the other remedies included in the settlement agreement. 
 
In reaching this determination, NERC and MRO considered the following: (1) In mid-May 2007, 
MidAmerican Energy Company identified vegetation to be removed in accordance with its 
vegetation management program and scheduled the tree for removal; however, due to human 
error: (i) the wrong location (structure number) was recorded in the work order (WO) to remove 
the tree, (ii) the tree crew executing the WO did not notice, or was not aware, that they were not 
removing the vegetation intended to be removed, and (iii) the first line trip was attributed to 
lightning activity; (2) Following the second outage after which the WO error was identified, 
MidAmerican Energy Company worked cooperatively with MRO; (3) There is no question that 
MidAmerican Energy Company had a vegetation plan and was actively implementing the plan, 
as evidenced by its discovery and removal of the vegetation at issue; (4) MidAmerican Energy 
Company acted immediately to mitigate and/or correct the violation and worked with other 
entities to ensure reliability was not adversely affected; (5) The tree was promptly removed and 
has been verified as removed by MRO; (6) No customers lost service as a result of the outage;(7) 
The additional actions taken or to be taken by MidAmerican Energy Company to implement the 
use of GPS location for vegetation patrols and removal as well as other activities under the terms 
of the Settlement Agreement ensure that reliability is maintained.   
 
Therefore, NERC believes that the proposed $75,000 penalty and other remedies included in the 
settlement agreement are appropriate and consistent with NERC’s goal to ensure reliability of the 
bulk power system. 
 
Pursuant to Order No. 693, the penalty will be effective upon expiration of the thirty (30) day 
period following the filing of this Notice of Penalty with FERC, or, if FERC decides to review 
the penalty, upon final determination by FERC. 
 
The Record of the Proceeding10

 
The record of the proceeding includes the following documents and material, which are set forth 
in the Attachments below:   

a) Settlement Agreement by and between MidAmerican Energy Company and Midwest 
Reliability Organization; 

b) NERC BOTCC Decision. 

A Form of Notice Suitable for Publication11

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

 
10 See 18 C.F.R § 39.7(d)(5). 
11 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: 

Rick Sergel 
President and Chief Executive Officer 
David N. Cook*  
Vice President and General Counsel 
North American Electric Reliability Corporation  
116-390 Village Boulevard 
Princeton, NJ 08540-5721 
(609) 452-8060 
(609) 452-9550 – facsimile 
david.cook@nerc.net 

Rebecca J. Michael* 
Assistant General Counsel 
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 
 
*Persons to be included on the 
Commission’s service list are indicated with 
an asterisk. 
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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, 
 

 
Rick Sergel 
President and Chief Executive Officer 
David N. Cook 
Vice President and General Counsel 
North American Electric Reliability Corporation  
116-390 Village Boulevard 
Princeton, NJ 08540-5721 
(609) 452-8060 
(609) 452-9550 – facsimile 
david.cook@nerc.net 

/s/ Rebecca J. Michael 
Rebecca J. Michael 
Assistant General Counsel 
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 
 

 
 
 

 
cc: MidAmerican Energy Company 
 Midwest Reliability Organization 
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Board of Trustees Compliance Committee 
Decision on Settlement 
(Issued May 21, 2008) 

 
The North American Electric Reliability Corporation (NERC) Board of Trustees 
Compliance Committee approves for filing with the Federal Energy Regulatory 
Commission (Commission) the Settlement Agreement by and between the Midwest 
Reliability Organization (MRO) and MidAmerican Energy Company (MEC) executed on 
March 5 and 12, 2008, in accordance with the NERC Rules of Procedure and the 
Commission’s orders and regulations,1 to resolve the following violation of a reliability 
standard. 

 
NOP 
ID 

NERC ID Date of 
Violation 

Reliability 
Standard 

Requirement VRF Total 
Penalty 
($) 
 

NOP-
38 

MRO200700010 9/21/2007 FAC-003-1 2 HIGH 75,000 

 
The Board of Trustees Compliance Committee affirms MRO’s findings and 
determination, in accordance with Order No. 693, to impose a financial penalty of 
$75,000 against MEC, in addition to other remedies which include mitigation actions 
under the terms and conditions of the Settlement Agreement, based on the Committee’s 
review of the applicable requirements of the Commission-approved Reliability Standards 
and the underlying facts and circumstances of the violation.2   
 
NERC stated its interpretation of the vegetation management standard during FERC’s 
consideration of proposed FAC-003-1: A vegetation-related transmission line outage as a 
result of vegetation that has grown into the pre-defined clearance zone is a violation of 
the standard.3 The Commission adopted that interpretation when it approved NERC’s 
proposed reliability standards. It stated, “FAC-003-1 requires sufficient clearances to 
prevent outages due to vegetation management practices under all applicable 
conditions.”4 Because violations of the Requirements 1 and 2 of FAC-003-1 could 
directly lead to or contribute to widespread outages or cascading failures, NERC assigned 

                                                 
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). 
2 Mandatory Reliability Standards for the Bulk-Power System, FERC Stats. & Regs. ¶ 31,242 (2007) (Order 
No. 693). 
3 Comments of the North American Electric Reliability Council and the North American Electric Reliability 
Corporation on Staff Preliminary Assessment, Docket No. RM06-16-000, filed June 26, 2006, p. 31. 
4 Order No. 693 at P 729. 
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“high” violation risk factors to those requirements. NERC stated, “Clearly, the failure to 
have a vegetation management program with appropriate clearances, and an annual work 
plan could directly (and has) contribute to widespread outages.”5 The Commission 
confirmed that interpretation and understanding when it approved NERC’s proposed 
violation risk factors for FAC-003-1, stating: 
 

With regard to FAC-003-1, Requirement R1 requires a transmission owner 
to develop a transmission vegetation management program, and 
Requirement R2 requires a transmission owner to implement the program. 
NERC’s assignment of a “high” Violation Risk Factor to Requirements R1 
and R2 is appropriate because inadequate vegetation management presents 
a serious risk of sustained transmission outage and could directly cause or 
contribute to Bulk-Power System instability, separation, or a cascading 
sequence of failures. Both planning and implementation are critical to 
vegetation management. A vegetation-related transmission outage would 
result in a violation of Requirement R1, R2 or both.6  

In reaching this determination, NERC and MRO considered the following: (1) In mid-
May 2007, MEC identified vegetation to be removed in accordance with its vegetation 
management program and scheduled the tree for removal; however, due to human error: 
(i) the wrong location (structure number) was recorded in the work order (WO) to remove 
the tree, (ii) the tree crew executing the WO did not notice, or was not aware, that they 
were not removing the vegetation intended to be removed, and (iii) the first line trip was 
attributed to lightning activity; (2) Following the second outage after which the WO error 
was identified, MEC worked cooperatively with MRO; (3) There is no question that 
MEC had a vegetation plan and was actively implementing the plan, as evidenced by its 
discovery and removal of the vegetation at issue; (4) MEC acted immediately to mitigate 
and/or correct the violation and worked with other entities to ensure reliability was not 
adversely affected; (5) The tree was promptly removed and has been verified as removed 
by MRO; and (6) The additional actions taken or to be taken by MEC to implement the 
use of GPS location for vegetation patrols and removal as well as other activities under 
the terms of the Settlement Agreement ensure that reliability is maintained.   
 
Therefore, the NERC Board of Trustees Compliance Committee finds that the proposed 
$75,000 penalty is appropriate and consistent with NERC’s goal to ensure reliability of 
the bulk power system. 
 

By the Board of Trustees Compliance Committee 

                                                 
5 Request of the North American Electric Reliability Corporation for Approval of Supplemental Violation 
Risk Factors for Version 1 Reliability Standards, Docket No. RR07-12-000 (May 4, 2007), at Exhibit A. 
6 North American Electric Reliability Corporation, Order on Violation Risk Factors, 119 FERC ¶ 
61,321 at P 10 (June 26, 2007). 
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UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULATORY COMMISSION 

 
 
MidAmerican Energy Company     Docket No. NP08-___-000 
 
 

NOTICE OF FILING 
(DATE) 

 
Take notice that on [DATE], the North American Electric Reliability Corporation 

(NERC) filed a Notice of Penalty regarding MidAmerican Energy Company in the 
Midwest Reliability Organization 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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